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One. Message to the Shareholders

Dear Shareholders,

In year 2020, The COVID-19 pandemic swept the worldn unprecedented way.
Countries around the world implemented various llacal international restrictions to
curb the spread of the Coronavirus, inevitably cegithe worldwide economy shrank
by 4.5%. While traditional industries have expecied a setback in business growth,
the demand for semiconductors (to include demamdsificon wafers) has increased
significantly due to requirements for remote wod{learning, video conferencing,
digital infrastructure, as well as the recoverytlod automotive market during second
half of the year. According to SEMI (SemiconductBguipment & Materials
International), the global shipment volume of sihcwafers was 12,407 million square
inches in 2020 (5% Growth YoY), and total annualesawas US$11.2 Billion,
consistent with the previous two years.

Year 2020 was an exceptional year for Wafer Wo8tspment of 200 mm wafers
reached a record high in the fourth quarter; 300 Bpitaxial OEM service has been
gualified by international customers and stargl&y role in company’s revenue; annual
shipment volume increased 20% YoY, and our globatket share has now reached
5.3%. However, due to the slide in average sefhince, rising transportation costs, and
the appreciation of the New Taiwan Dollar, the adidsted revenue of the group was
NTD 7.42 Billion with an EPS of NTD 1.02, a sligiiécrease compared to the previous
year.

Looking forward to the post-pandemic recovery, ya@aer year growth is expected
for the semiconductor market at least through \2G#23. Although the merger and
acquisition activities have become the norm andtthée war between China and the
US is leading the restructuring of the global sypbiain, the demand for semiconductor
chips will increase steadily due to the recoveryhaf automotive market as well as the
newly developed 5G and Electric Vehicles. Wafer Kgowill embrace these new
business opportunities pragmatically and proagtivel

Our operation focus for this year is outlined below

1. Capacity: Demand for small diameter wafers Imaseased significantly since the
beginning of the year, both Yang Mei and Longtdrsfare running at full capacity.
Debottlenecking is planned for major processes egmacty can be increased to
better support customer requirements.

Few months after production was resumed, Shangitaihis gained products
gualification by many customers, and mass prodoaei@xpected in Q2.



Zhengzhou fab will also expand production capatitymeet increasing market
demand.

2. Quality: Implementation of big data analysis andnaofacturing automation to
improve product quality and yield.

3. Technology: To sustain our leading position in gwver device market, Wafer
Works will continue to enhance the development@i 81m N-Type low resistivity
crystal; establish pilot production line for 300 mmafers and strengthen the
collaboration with strategic partners to developd 3generation compound
semiconductor technology.

We will keep our commitment for the technology a&éd root in Taiwan; continue to
follow the path of corporate sustainability to emgaur business globally, fulfill our
corporate and social responsibilities, and maxirtiieereturns of our shareholders.
Thank you!

Chairman: Ping-Hai, Chiao @M%K
Manager: Ping-Hai, Chiao @M&%K
Accounting Supervisor: Chia-Yu, Lu M Lw



Two. Company Profile

l. Date of Establishment

Q)
(In)

Date of establishment: July 24, 1997

Addresses and contact numbers of the Head Offremch and factories

Head Office address: Yangmei Factory — No. 1, Rioggoad, Yangmei District, Taoyuan
326014

Head Office Tel: (03)481-5001

Factory address: Longtan Factory — No. 100, Longyist Road, Longtan Science Park,
Longtan District, Taoyuan 325002

Factory address: Yangmei Factory — No. 1, Pinggo@dRYangmei District, Taoyuan
326014

Factory Tel: (03)481-5001

Address and telephone number of branches:

Branch address: No. 100, Longyuan 1st Road, Longtaence Park, Longtan District,
Taoyuan

Branch Tel: (03)481-5001

[I.  Company History

Wafer Works Corporation was established on Julyl®87 with a capital of NT$5 million.

Its main business is semiconductor product reseamrdrdevelopment, design, manufacturing,
import and export, and agency sales.

July 1997

The company was formally established with a init@pbital of NT$5 million, and
Mr. Nar-Hsiung Tsai as the chairman of board

Novemler 199°  Merged Helitek Company Ltd. of the US

May 199

The companys Yangmei factory was completed and officially tgdmproductior

October 2001 Chairman Mr. Nan-Hsiung Tsai resigned, and DiredMarPing-Hai, Chiao was

May 200:

elected athe chairman cthe boarc
The company’s stock was listed on the Cmarket

March 2004 The company acquired 75% of the equity of “Waferk¥aqShanghai) Corp.” and

formally obtained the right to opere

September 2005 The company’s subsidiary “Wafer Works Epitaxial @6started the construction of

its factory

October 2006 The factory construction of the company’s subsidisvafer Works Epitaxial Corp.

was completed and the production sta

June 2007 “Wafer Works Optoelectronics Corporation” was ebtfied to produce sapphire
substrates for blue and whitEDs

June 2007 The EPI wafer was qualified by international custorand was mass-produced and
shippecd

November 200 Awarded by Frbes Asia as one of the “Best Under a Billion” c@nies in Asa.

March 2008 The company’s reinvested “Solargiga Energy Holdibigs” was listed in Hong
Kong.

August 200 Mass production and shipment «-inch heavily doped EPI wafe

April 201C Groundbreaking ceremony of the company’s Longtarory.

July 201C

Phase 1.5 expansion of Yangmei factory was conth

January 2011 The company’s subsidiary “Wafer Works Epitaxial g.6istarted the second-phase

expansion of its EPI wafer oduction capacit

October 201 The operation headquarteif Wafer Woks was officially opened, and the Long



December 2013
August 2015

March 201
May 2016

November 2016

December 2016

February 2017
July 2017
October 2018
November 2018
July 2019
November 2019
December 2019
October 2020

March 2021

factory was oficially put into productior

The company’s Longtan factory was awarded the ‘t8afied Health Model Award”
from the Industrial Bureau of the Ministry of Econoniiiairs.

“Wafer Works (Shanghai) Corp.” acquired a 51% stak&Vafer Works (Yangzhou)
Corp.” and officially obtained the right to oper

Merged the companysubsdiary “Wafer Works Optoelectronics Corporatio
Successfully pulled out the first 12-inch ultra-lo@sistance (heavy arsenic-doped)
silicon ingot in Greater Chir

The company'’s subsidiary “Wafer Works (Shanghai)pCanerged “Wafer Works
Epitaxial Corp.” and “Wafer Works (Yangzhou) Coration” through capital
increase and share swap, and completed the egetructuring

The company’s subsidiary “Wafer Works (Shanghaij)pCoand Zhengzhou Airport
Economic Comprehensive Experimental Zone signeachgegic cooperation
agreement, based on which the “Henan Xinggang Eingrand Venture Capital
Development Fund” invested RMB700 million to obt8in6% of the equity of
“Wafer Works (Shanghai) Corp..” The funds raisedl be used exclusively for the
construction of an 8-inch silicon wafer factory kvé monthly capacity of 200,000
wafers in the Zhngzhou Airport Experimental Zon

The company’s subsidiary “Wafer Works (ZhengzhoajpC’ completed its
establishment registratic

The company’s subsidiary “Wafer Works (ZhengzhoajpC’ started the
construction of its facty.

The factory construction of the company’s subsidi&/afer Works (Zhengzhou)
Corp.” was completed and the production sta

The Songjiang factory of the company’s subsidiafafer Works (Shanghai) Coftp.
susjended itcoperatiorfor relocatior.

The groundbreaking ceremony of the “Phase Il Ifgawth and R&D Center” of
the company’s Longtan factory was h

The establishment registration of the company’sgliéry “Zhengzhou Airport
Econom' Zone WaferWorks Technology Corp.” was comple

The company’s subsidiary “Wafer Works (Shanghai)pCowas restructured as
“Wafer Works (Shanghai) Cor’

The construction of the “Phase Il Ingot Growth &&D Center” of the company’s
Longtan factory was completed and the productiartet

The relocation of the Songjiang factory of the camygs subsidiary “Wafer Works
(Sharghai) Coporation” was completed and the production resd.
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Three. Corporate Governance Report

Organization Structure
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(I) Businesses of Main Departments

Departmer

Busines

Chairman/President

. Set the company’s vision, goals, business gfiegeand business policies.

. Implement the resolutions of the shareholders’ ing.

Implement resolutions of the board meeting &iedtasks it assigns.

Executive Vice President

1
2.
3
1

. Assist the President in coordinating the implietation of operations and managing

production and sal.

Investment Relations Office

1. Announce the company’s major information, essalbhnd maintain relations with

domestic and foreign investors, and maintain retegtiwith the medi

Audit Office

Assist in supervising the operation of the in&icontrol system.
Responsible for ilernal audit operatior

Investment & Planning Offig

ND NP

Assist the management in formulating the comsafityure development goals,
strategies and investment development plans.

Provide the company’s senior management wittesgic and value-oriented
investment advic

Chairman’s Office/Stock
Affairs Office

Handle the company’s stock affairs and relatadtact.
Promote corporate governance.
Setup variousfunctiond committees in compliance with the laws and retions

Research Center For
Crystalline Materials

Elongated grain technology R&D.
Crystal Basic Research.
Cultivation of industr-academia talen

Work Safety Room

Planning, management and supervision of factafgty and health.
Plan andmplement the labor safe and health management syst

Legal Affairs Office

whENbEWwND RN e

Review and formulation of contracts and legalwoents.
Protection and management of intellectual prypaghts.
Assistance in legal compliance, enforcemenégél risk management and handling
disputes

Business Division

wn e

Ea

oo

Proposal of the annual sales plan and annudlptricing policy.

Assist in the collection of accounts and theti@drof customer credit lines.

Provide technical support for customer prodpgtiaation, customer service and
satisfaction rate improvement.

Create and increase the company’s businessvemnaperating profit and business
items.

Manage and plan sales channels.

Plan and implement the company'’s future develop strategy

Application Engineering
Division

Provide customers with professional technicalises, and propose product

development information and strategies based oduygtaapplication characteristics.
Carry out product planning and marketing fordghebal market, and implement new
product launches to increase market sl

Marketing and Product
Marketing Division

Develop new markets and new customers

Develop a blueprint for product development plach marketing strategies and
promotion activities

Coordinate roup marketing plans and activit

Technology Development O

Evaluation and introduction of new technologies.
Development of technologies required for newdputs.
Establishment and management of external teehcaoperation.
Planning tle direction of technological developme

IT Division

Planning, execution and maintenance of compaatoin.
Planning and management of network systems jplitation systems.
Update and upgrade of information equipn.

Finance/Accounting Divisiof

Management of exchange rates, interest ratefirmnttial risks.

Capital planning and management.

Establishment, maintenance and implementatidheofccounting system.
Financial report settlement and analysis, cetsiesnent and analysis, and business
performance analysis.

Budget preparation and management, public irdtion disclosure and declaration,

and taxation work planning and nagemen

of



Departmer

Busines

Quality Assurance Departmg

1.
2.

:gt
4.

Establishment of the company’s quality policy @uality operation system.
Establishment and implementation of the systéquality inspection standards for
incoming and outgoing materials.

Establishment and management of the DCC docucosrtitol system.

Planning, maintenance and implementation of ER9QS9000, TS16949
management syster

Material Planning Departme

1.

2.

k3

e

Inventory management and ordering and purchadieguipment, raw materials ang
parts at home and abroad.

Assisting factories to establish multiple pipeb for raw materials and equipment
parts.

Maintenance of the material account correctly.

Establishment of the computerization, informeatitn and institutionalization of all
units of the Material Planning Department.

Drafting, coordination nd implementation of thannual customs inventory pl:

HR and Administration
Department

N e

Ea

No o

Establish the company’s organization systemjalndystem.

Promote the performance appraisal system aablest a performance-oriented salg
structure.

Draw up manpower plans and recruit talentsna With the company’s developmen
strategy.

Formulate the talent cultivation program andlanmpent and manage the learning
development system and training plan.

Handle the company’s external affairs and putgiations.

Establish and promote administrative and geradfairs systems.

Manage and supervise the implementation of fganvironment, security and
cleaning

\ry

Chips/Crystal Growth plant

2. Crystal growth & wafer & epitaxy process, equgnt) manufacturing, factory affairs

Inventory management and domestic and oversgagreent, raw materials, and pa
ordering and purchasing;

and other functional operation;
Process improvement & yield rate improvementjggent maintenance & utilizatio
increase, production scheduling, production managé¢mand quality upgrade, and

=]

plant system operatic




(1)

Board member information (1)

April

Profiles of Directors, President, Executive ¥iPresidents, Assistant Vice Presidents and hdadsious departments and branches
Members of the board

30, 2021

Quantity of shareholdin

Shareholding of

Other executive,
director or supervisq

. . Date of f : spouse and Shareholding by who is a spouse o
X Nationality election Term Date of first] atthe t|me. of elected to - Current shareholding dependents at | nominee arrangemen| . . : Holding other positions of the Company and other| kindred within the
Title or place o Name Gendqr - of ; office Major (academic degree) experience . ;
registratior (or taking office appointmen| present companies at present 2nd tier under the
9 office) Civil Code
Shares Shareholdm' Shares Sharer_]oldln Share: Sharer_loldln Share: Shareholdlng Title [IName Relation
ratio ratio ratio ratio
Master of Chemical Engineering, San Jo gﬁgﬂ a?]eg?ﬂ(eﬁg/rgﬁtaen%%%m
Ch:lnr?an Ping-Hai 3 aﬁ:fetjggﬁ:ﬂg and President Director of Silicon Technology Investment (Caym&urp|
. R.O.C. . ! Male [2018.06.2 1997.11.0410,919,49 2.27% 11,500,849 2.25% 10,527 0% X . . Director of Wafer Works (Shanghai) Corp. Nonel None| None
President Chiao years Senior Manager of Lite-on Semiconductg Director of Wafer Works Epitaxial Corp
(Note 1) gg%lana er of Siltec Director of Wafer Works Investment Corp.
g . Director of Wafermaster Investment Cc
Fon Tain Director of JIE JIAN RP.
i i f G CO
Director R.O.C. [Belon Co.,Ltd 2018.06.2 2006.06.23 2,120,724  0.44% 2,226,56 0.44% N/A Director of Taian Insurance Co., Ltd. None| None| None
ote upervisor o .
Note 2 S i f TAI YI CORP.
Stanford University Master of Science ) I -
| Director of Edison Opto Corporation
;I'—I?I:Im Leader of Optoelectronic Laborato ¥’ro|ight Opto Technology Corporation, Director's
Director R.O.C. Nan-vang, Wy Male | 2020.6.22] 1 2017.3.17 Legend Technology Venture Capital Rgpresentatlve . None| None| None
(Note 2) years Investment Corp.. General Manager Director of GaN Force Corporation
Central TechnoFc;’gy Venture Cap%fal Inc Director of APT Electronics Co., Ltd.
General Manager Advanced Photoelectronic Technology Ltd., Director
Nova Southeastern University, USA
Doctor of Business Administration
USI Group, CFO
Harbinger Venture Capital Corp., Generg
Manager
3 k/'lz:']fi‘:ng Venture Capital Corp., Gene @hina General Plastics Corp., Director
Director [ R.O.C. | Zhen-Tu, Liu| Male [2018.06.2 2015.6.25 124 0% 124 0% anag ; : . Taita Chemical Co., Ltd., Director None| None| None
yearg Mitac Intemational Corporation, Director China General Terminal & Distribution Corp., Direct
Getac Corporation, Director ”
UPC Technology Corporation, Director
HanTech Venture Capital Corporation,
Director
Synnex Technology International
Corporation, Supervisor
HUA ENG
ROC | Wros 4,279,635 0.89% | 4,493,217 0.88% N/A None NongNone| None
Co.,Ltd
Director 201806.27 3 |1997.11.0
Y Provincial Kaohsiung Vocational High
Representative: School
- ) . Examination Yuan Grade B Financial
R.O.C. M|n-§:|ang, Male Administrator Qualified (note 3) Nong¢None| None
HUA ENG WIRE & CABLE Co.,Ltd,
Director/ Vice President
Master of Management Science, Tamkar|g
University
] Chung-Hou, 3 o o Bachelor of Electric and Control
Director R.O.C. Tai Male |2018.06.2 yeard 2006.06.23 1,526,162  0.32% 1,526,16. 0.30% Engineering, NCTU (note 4) Nong¢None| None
Co-founder of Acer Corp.
INVESTAR CORPORATION, Chairman

r




Other executive,
. ’ Shareholding of director or supervisar
Quantity of shareholding . .
. ) Date of f : spouse and Shareholding by who is a spouse o
X Nationality election Term Date of first] atthe t|me. of elected to - Current shareholding dependents at | nominee arrangemen| . . : Holding other positions of the Company and other| kindred within the
Title or place o Name Gender(Or taking of appointmen office present Major (academic degree) experience companies at present 2nd tier under the
registration N office L
office) Civil Code
Shares Shareholdm Shares Sharer]oldm Share: Sharer]oldm Share: Shareholdmg Title [Name| Relation
ratio ratio ratio ratio
British ’ .
Virgin Hztg\‘j:‘) 'é‘;'rdp'”g 3545887 0.74% | 3,545,887 0.69% N/A None Nong None| None
Director | 'S1ands 2018.06.2] > |2003.06.30
years|
Representative: KaiNan High School of Commerce and
R.O.C. Tai-Yuan, Male 824,722 0.17% 824,722 0.16% 23,71p 0% Industry Director of Silicon Technology Investment (Caym&urp|None| None| None
Wang Owner of Gomerry Business Cc
Ph. D in Electric Engineering, NSYSU
President of Da-Yeh University
Dong-Sing Director of Da-Yeh University
Independer ! o Director of Center for Research and Lifetime Distinguished Professor, Department of &etls
Director ROC. (IY(\)/tueUS) Male 12018.06.2 2015.6.25 17,851 0% Development of Engineering Technology|Science and Engineering, National Chung Hsing Usitsg None None| None
Associate Dean of Engineering
College/Chair of Material Engineering
Department, NCHU
MBA of International Business
Management, NTU
Independe Yong-Song, 3 M.S. in Materials Science and Engineerirjdsian Pu Ge Capital Company Limited, Partner
Director ROC. Tsai Male 12018.06.2 years| 2015.6.25 The Ohio State University (USA) Silergy Technology (Taiwan) Inc., Independent Dioec None| None| None
Walden International Taiwan Co., Ltd., Vi
President
. ) ] Grape King Bio Ltd., Independent Director
Master of Economics, Nankai Institute Digiwin Software Co.,Ltd., Independent Director
Independer . 3 Baghelqr of Accounting, Soochow Jouder Precision Industry (Kunshan) Co.,Ltd., Iredfefent|
Di R.O.C. Feng-l, Lin Male{2018.06.2 2018.06.27 University . T None| None| None
irector years| ) . Director
Want Want Holdings Ltd., Director and . . .
N - Shang Hai Guan Long Valve Machinery Group Limited|
Vice President Directol

Note 1: When the president or the person with edlait position (the top manager) and the chairnfdheoboard are the same person, each other’s spouslatives, disclose the reason,
rationality, necessity and corresponding informatio
Mr. Chun-Lin, Chen, the former President of the pamy, was transferred to the President positiovafer Works (Shanghai) Corporation on DecembeR&9 due to the
overall planning of the Group, and Ping-Hai, Chigas appointed as the President. The chairman klselg communicates with the directors on the curstatus of the
company’s operations and plans; considering thesie&long-term corporate governance, candidatethéoPresident position are being actively cutbda

Note 2: Director Mr. Nan-Yang, Wu was elected onel@2, 2020 to replace the Director Fon Tain B&onLtd., which resigned on June 22, 2020. Therinfdion on the Director Fon
Tain Belon Co.,Ltd. was disclosed until the dateasignation.

Note 3: Directors: HUA ENG WIRE & CABLE Co.,Ltd jist Copper Technology Co., Ltd., China Ecotek Cofysia Pacific Telecom Co., Ltd., CO-TECH DEVELOEMT CORP.,
BIONIME CORPORATION, Savior Lifetec CorporationxBn Technologies Corporation.
Supervisor: HUA HO ENGINEERING Co., Ltd.

Note 4: Chairman of the boar?NVESTAR CORPORATION, DIGITIMES INC., PHOTONICS INDSTRY & TECHNOLOGY DEVELOPMENT ASSOCIATION (PIDA).
Directors: FULLERTON TECHNOLOGY CO., LTD., LUMENSIBITAL OPTICS INC., GLOBAL TESTING CORPORATION, CHIF TELECOM INC., 21Vianet Group Inc.,
Wafer Works (Shanghai) Corporation.
Independent Director;: ASUSTEK COMPUTER INCORPORANO

Note 5: Independent Director Mr. Dong-Sing, Wuugeed on January 28, 2021 due to his appointmetiteasew president of National Chi Nan Universityd his relevant information
was disclosed till the day of his resignation.



Major shareholders of corporate shareholders

April 30, 2021

Name of corporate shareholder

Major shareholdecsigforate shareholders

First Copper Teahology Co., Ltd. (32.96%), Hua Horng Investment,

HUA ENG WIRE & CABLE

Co.,L td

Ltd. (5.84%), Bi-Er, Wangyang (3.49%), Feng-Shu,ng/é2.55%),
Wen-Ling, Wang (2.20%), Hong-Ren, Wang (2.12%),~a;Wang
(1.75%), Hung-Ming, Wang (1.46%), Kun-Rong, Cher8(9s),

Li-Yan, Wangwu (0.729)

Hitech Holding (BVI) Corp.

Ko-Pin, Chu (33.2%); Tai-Yuan, Wang (33.4%); Naritig, Tsali
(33.4%

Major Shareholders of Major Corporate Shareholder:

April 30, 2021

Name of corporate shareholder

Corporate sharetslaein shareholders

First Copper Technology Co., Ltd

HUA ENG WIRE & CABLE Co.,Ltd (39.44), Hua Horng lestment
Co., Ltd. (9.60%), Yu-Fa, Wang (7.98%), Bi-Er, Wsagg (2.52%),
Wen-Ling, Wang (1.82%), Feng-Juan, Wang (0.67%jbank as
‘Custodian for DFA Emerging Market Core Equity Inwesnt Account
(0.55%), International Ship Recycling Corporatifrb0%),

Fenc¢-Shi, Wang (0.43% Hunc-Ming, Wanc (0.41%

Hua Horng Investment Co., Ltd.

Kulsum Industries Limited (Hong Kong) (79.79%), Weing, Wang
(3.19%), Feng-Juan, Wang (3.19%), Feng-Shu, Wand§%3),
Hong-Ren, Wang (3.19%), Hung-Ming, Wang (2.87%); ¥ug, Wang
(2.13%), Yu-Fa, Wang (1.07%), Feng-Chin, Wang (%35

Bi-Er, Wangyang (0.53%

Directors’ Information (11)

April 30, 2021
Conditiong More Fhan fl_ve years (_)f work experience and the Status of independence (Note 1)
ollowing profesional gualificatiot
. professional or

I: tmgrcgrp:&%eo fﬁechnician who_ has

in a public or passgd th_e nationa

private school of] exam|n_at|on fo‘r Work Num_ber of

highereducationpmfes.'SlonaISIIke experience public .

mthedepMmscoun“Mge’ in companies

of commerce prosecutor, lawyer, commerce that

| ) ' |certified public ) ’ Independer

aw, f|na_nce, accountant, or any law, flna_nce 21 3| 4|5|6 7189 ]10f11f 12 Directors

accounting, or otherexpe&Se accounting also hold
Name Cpecialzaton  [[eauired orthe | TR posttions

rgquired for the business operatior_n operatiopn )

business of the Company wit|

operation of the the!ssuance ofa

Company certlflcaye of

completior

Pinc-Hai, Chac 0
Zher-Tu, Liu 0
Nar-Yang, Wt 0
Min-Shiang, Lit 0
Chun¢-Hou, Ta 1
Tai-Yuan, Wan 0
Dong-Sing, Wuu 1
(note 2
Yong-Song, Ts¢ 1
Fencl, Lin 1




Note 1: If the Directors and Supervisors met tH¥ang conditions in the period of two years priorthe assumption of

(1)
)

®)
(4)
(%)

(6)

(@)

(8)

(9)

office and within the term of office, put a  in the appropriate box representing the specifindition.
Non-employees of the company or its affiliates
Not a director or supervisor of the Company ogifdiated companies (but if the independent dioed$ appointed in
accordance with the “Securities and Exchange Acthe law and regulations of the local country, andcurrently
serves as such at a public company and its paresubsidiary or a subsidiary of the same pareris, fitot subject to
this requirement).
Not a director, spouse, minor children thereofthier natural person shareholders who hold morre 18& of the total
issued shares of the Company by nominee arrangemmevith top ten ownership.
Not a spouse, relative within the second degrekirahip, or lineal relative within the third degreékinship of a
managerial officer under Subparagraph (1) or arth@fersons in Paragraph (2) and (3).
Not a director, supervisor, or employee of a caapmshareholder that directly holds 5% or moreheftotal number
of issued shares of the Company or that ranks arttentpp five in shareholdings or that designateseipresentative
to serve as a director or supervisor of the Compander Article 27, Paragraph 1 or 2 of the Compaat/(but if the
independent director is appointed in accordanch thi¢ “Securities and Exchange Act” or the law eggllations of
the local country, and concurrently serves as stichpublic company and its parent or subsidiarg eubsidiary of
the same parent, it is not subject to this requémin
If a majority of the Company’s directors’ seatsvoting shares and those of any other compaayantrolled by the
same person: not a director, supervisor, or empl@fethat other company. (However, this is not male to the
independent directors appointed in accordance thighAct or the laws and regulations of the localrdoy by, and
concurrently serving as such at, the Company anplitent or subsidiary or a subsidiary of the sparent.)
Not a director, supervisor, or employee of aeotcompany or institution if the chairperson, gahenanager, or
person holding an equivalent position of the comypamd a person in any of those positions at theratbmpany or
institution are the same person or are spousese(ttestrictions shall not apply to independentatiines appointed in
accordance with the Act or applicable laws and leg@ns of the local country, and concurrently ssgvas such at the
Company and its parent or subsidiary or a subsidibithe same parent).
Not a director, supervisor, managerial offioershareholder holding five percent or more of shares of a specified
company or institution that has a financial or bess relationship with the Company. (However, ithisot applicable
to the circumstances where the specified comparirystitution holds 20 percent or more and no mbent50 percent
of the total number of issued shares of the pudlimpany and the independent directors appointaddnrdance with
the Act or the laws and regulations of the localrtoy by and concurrently serving as such at thengany and its
parent or subsidiary or a subsidiary of the samerpg
Business owners, partners, directors (direptsigpervisors (supervisors), managers and theirsgs, or professionals,
sole proprietorships, partnerships, companies sfititions involved in commercial, legal, finangiaccounting
services did not provide audits or accumulate NT$300 compensation over the past two years. Howeher
restriction does not apply to a member of the reznation committee, public tender offer review cortte@ or special
committee for merger and acquisition, who exercis@sers pursuant to the “Securities and Exchangé dcto the
“Business Mergers and Acquisition Act” or relevéaws and regulations.

(10) Not a spouse or a relative within the secosglree of kinship of any other director.
(11) Not compliant with any requirements in Artide of the Company Act.
(12) Not elected as a government agency, juridieason or their respective representatives acogrirArticle 27 of the

Company Act.

Note 2. Independent Director Mr. Dong-Sing, Wuugesed from the post on January 28, 2021 due t@apmintment as

the new president of National Chi Nan Universitgdéais relevant information was disclosed till tey of his
resignation.



(I Information of President, Vice Presidents, Assistdce Presidents and heads of various departnagntdranches
Information of President, Vice Presidents, Assistdne Presidents and heads of various departnagmsranches

April 30, 2021
Date of Shareholding 222&6520(;?'21%?; Shareholding by ¢ . ) ) o ISrt)_ousehor second-tier
Title Nationality| Gende Name electl_on (o children nominee arrangement  Major work experience Holding pqsmons in other| relative whno Is a manag¢
taking - - - (education) companies at present
office) Shares | Shareholding o\ ] Shareholding o . { Shareholding Title | Name | Relation
ratio ratio ratio
CEO of Helitek Company
Ltd.
Chairman of Heli-Vantech
Corp.
Master of Chemical Director of Silicon
Engineering, San Jose Statg@ Technology Investment
Chairman Ping-Hai July 24 University (Cayman) Corp.
and CEO R.O.C. Male Chiao ' 1097 ' 111,500,849 2.25% 10,527 0% Helitek Founder and PresidgBtirector of Wafer Works None | None | None
(note 1) Senior Manager of Lite-on |(Shanghai) Corp.
Semiconductor Corp. Director of Wafer Works
PE Manager of Siltec. Epitaxial Corp.
Director of Wafer Works
Investment Corp.
Director of Wafermaster
Investment Cor)
PhD, Department of Chemicgal
Engineering, University of
Leeds, UK
Executive Hsien-Yuan,| November President, Hsinshuo Independent Director of
Vice President | R'O:C- | Male Chang | 6 2018 | 244023 0.05% Technology o J-METRICS None | None [ None
' Senior Manager, Yihsin TECHNOLOGY CO., LTD.
Technology
Department Manager, UMC
Deputy Manager, TSMC
Master’'s degree, National
Central University
Vice President Kuang- November Engineer, Gold Circuit
Manufacture RO.C. Male Chung, Liao| 6, 2018 355,029 0.07% Electronics Ltd. None None| None | None
Engineer, Pu Rong Precisiof
Enginewr, TXC Corporatio




Shareholding by

Date of . H Shareholding by Spouse or second-tier
: Shareholding spouse or minor . . . . » ) . ;
Title Nationality| Gende Name election (or children nominee arrangement  Major work experience | Holding positions in other| relative who is a manags
taking Shareholdi Shareholdi Shareholdi (education) companies at present
office) Shares arenolding ghared =NareNolding gp5req =Narenolding Title | Name| Relation

ratio ratio ratio

Bachelor, Department of
Accounting, Fu Jen Catholic|
University

Advanced accountant
examination qualified
175,143 0.03% Ernest Young Auditing None None| None [ None
Section Chief

Chief Financial Officer of
Solargiga Energy Holding
Limited and Shanghai Jingji
Electronic Materials Co., Lt

Vice President
of Finance and Jui-Yuan, | November
Accounting RO.C. Male Mao 6, 2018

(note 2)

Master of Finance, School of
Management, Ming Chuan
College
Division Manager of
November Investment Department of
6, 2018 30,000 0.01% Union Insurance d
Bigsun Energy Co. Consultarll'tt '
Vice President of UBS
Vice President of Polaris
Securitie

Vice President
of Investment & R.O.C. Male | Ming-Yi, Chi
Planning

Independent Director of
Paralight Electronics Co., | None | None [ None

Comprehensive Business
Department of Yali Makeup
203,095 0.04% 40,519 0.01% School None None| None | None

Vice President

of Production Lung-Fu, | December

R.O.C Male

(F:gtnenlg)g Hsieh 12,2014 Senior Engineer of Tatung
Sanchih Semiconduci
PhD, University of Kentucky
Wen-Chung,| Septembe USA .
CTO R.O.C. Male Li | 3 2018 124,245 0.02% 43,484 0.01% Engineer, Delta Electronics None None| None [ None
' Part-time Lecturer at Chung
Yuan Christian Universii
. Master’'s degree, Da-yeh
Assistant . . -
Vice President R.O.C. Male Lung'—Chlh, Septembe 63,245 0.01% University . None None| None | None
Sales Lin 3,2018 Depl_Jty Project Manager of
Feeling Technology Corj
Master of Mathematics,
Computer Option, University
Assistant October 29 of Massachusetts at Lowell,
Vice President R.O.C. | Femalg¢ Shu-Jen, Lo 57,514 0.01% USA None None| None | None
2019
IT IT Manager of Taroko

Textiles Corporation
IT Manager of Carrier Taiwa




Shareholding by . .
Date of Shareholding spouse or minor Shareholding by Spouse or second-tier

. . . i ) nominee arrangemeit j i i iti i relative who is a managg
Title Nationality| Gende Name election (of] children 9 Major work experience Holding positions in othe g

taking Shareholdi Shareholdi Shareholdi (education) companies at present
office) Shares arenolding shareq SNareNOAING gpareq SNarenolding

ratio ratio ratio Title | Name| Relation

Corporatiol

Department of Finance and
Taxation, Feng Chia
University

May 6, Senior Specialist of the
2020 751 0% Underwriting Department of
Fuhua Securities

Head of Audit Department o
KPMG

Deputy Directo
of Finance R.O.C. Male [ Wei-Lun, Lin
(note 4)

None None| None | None

Bachelor of Accounting and

Information Science,

Evergreen University

Deputy Manager of Audit

Manager Mav 6 Department of Ernst & Young

of Accounting R.O.C. | Femal¢ Chia-Yu, Lu 20);0’ Deputy Manager of Finance None None| None [ None

(note 4) and Accounting Div. of

Europtronic Ind. Corp.

Manager of Finance and

Accounting Div. of Frog

Technology Ltc

Note 1: If the President or his/her equals (then@magerial officer) and the chairman are the gaengon, the spouses, or the first-degree relatilieseason, rationality, necessity,
countermeasure, and other related information shioeldisclosed: Mr. Chun-Lin, Chen, the former Riexst of the company, was transferred to be theiéeat of Wafer
Works (Shanghai) Co., Ltd. on December 26, 2019tddke consideration of the Group’s overall businplanning. Chairman Ping-Hai, Chiao acts as thsitfent of the
company after his resignation. The Chairman closetymunicates the company’s current operationspéarts to the directors, considers the needs ofternyg corporate
governance, and actively cultivates the succedsihiedPresident.

Note 2: Mr. Jui-Yuan, Mao, Vice President of Finaand Accounting, was transferred to the Chief fiiérad Officer position of Wafer Works (Shanghai)r@oration on May 6,
2020, and the relevant information was disclosétht transfer date.

Note 3: Mr. Lung-Fu, Hsieh, Vice President of Pratitn Planning, retired on April 30, 2020, and thkevant information was disclosed till the dateeaifrement.

Note 4: Mr. Wei-Lun, Lin, financial supervisor aMk. Chia-Yu, Lu, accounting supervisor, were apferby the resolution of the board meeting on Ma®0&0.




[ll.  Remuneration paid to general directors, indefant directors, supervisors, President and Viesiéents in the last year
() Remuneration of directors and independent ¢arsc
1. Summary disclosure
December 31, 2020 Unit: NT$ Thousands

Remuneration to directc Ratio of the total of Remuneration foroncurrent employe: R/img o(f:thg tgta;o
. . i g A, B, C and D to ne . . . A
Retirement pension D"e°‘°F s Fees for performange; 0 Salary, bonus and| Retirement pensior] Employee’s remuneration (G) [ and G to net income
Salary (A) remuneration (C) income after tax (% N fter tax (% .
(Note 1) of works (D) (note 2) special allowance (H) (F) (Note 1) after tax (%) Remuneratio
(note 2 from invested
Title Name in the in the in the in the in the in the in the _ Al companles in the Oguesrl?ﬁ:ﬁ?ﬁ
i i ; i i i i statements
companie] ™" cy & companied > T companes T S T companied T S T companie) ™ T companied 7 T companied ™ e coifwﬂ?'; of the
company) company| company| company| company company| company| p company|

in cash|in stock| in cash|in stock

Chairman |Ping-Hai, Chiao

Director | Nan-Yang, Wu
Directol_|Zher-Tu, Liu

HUA ENG WIRE &

. CABLE Co.,Ltd
Director

Representative: Min-Shiang, 7509|1193 | 630 6309 - .| 135334 1.44450¢ 3504 5088 - | 2,000 | 2009 -|2.4146% 2.810694  None

Directol |Chun¢-Hou, Ta

Hitech Holding (BVI) Corp.

Director
Representative: Tai-Yuan,
Wang
Independel .
Director Dong-Sing, Wuu
ndependerl vong-song, Tsai 1804 1,800 : ; ; : : -| 0.3470% 0.34709 ; ; : : ; ; : |0.3470% 0.34709  None
Independen| .
Director |~ eng- Lin

1. Please state the policy, system, standard anctste of the remuneration payment for independasttors, and state the relevance to the amdurhauneration based on factors including respadlitab, risks, time invested: The company’s “Ditets Remuneration Paymg
Method” states Based on their duties, independeettdrs perform business independently, partieifiacorporate governance, adopt fixed remuneratiod are paid monthly, so they do not particifrathe company’s annual profitable directors’ remnation distribution.
2. Comjensation received by director for providing sertiz@ny company included in the consolidated firstatements (e.g. nsultancy service witho the title of an employee) in the last r, except those disclosed in the above table:

Note 1: The 2020 remuneration distribution plan apgroved by the company’s board meeting on Mak;2021, but has not yet been submitted to theshlodders’

meeting for reporting; the employee remuneratiatrihiution list has not yet been determined, scatheunt above is an estimated figure.
Note 2: The net profit after tax for 2020 is NT$5A88 thousand.




2. Payment scale

Name of irectol

Payment scale of remuneration to the Direct

oBum of the said four types of remunerations (A+BBLt

Sum of the said seven types of remunerations
(A+B+C+D+E+F+G

of the Company

All companies

All companies in the
financial statemen

All companies

All companies in the
financial statemen

Less than NT$1,000,000

Dong-Sing, Wuu; Yong-
Song, TsaiFengl, Lin

Dong-Sing, Wuu; Yong-
Song, TsaiFencl, Lin

Dong-Sing, Wuu; Yong-
Song, TsaiFencl, Lin

Dong-Sing, Wuu; Yong-
Song, TsaiFencl, Lin

1,000,000 (inclusive)—2,000,000 (exclusive

Nan-Yang, Wu, Zhen-Tu,
Liu, HUA ENG WIRE &
CABLE Co.,Ltd, Chung-
?—lou, Tai, Hitech Holding
(BVI) Corp., Ping-Hai,
Chiac

Nan-Yang, Wu, Zhen-Tu,
Liu, HUA ENG WIRE &
CABLE Co.,Ltd, Chung-
Hou, Tai, Hitech Holding
(BVI) Corp.

Nan-Yang, Wu, Zhen-Tu,
Liu, HUA ENG WIRE &
CABLE Co.,Ltd, Chung-
Hou, Tai, Hitech Holding
(BVI) Corp.

Nan-Yang, Wu, Zhen-Tu,
Liu, HUA ENG WIRE &
CABLE Co.,Ltd, Chung-
Hou, Tai, Hitech Holding
(BVI) Corp.

2,000,000 (inclusive3,500,000 (exclusiv:

Pinc-Hai, Chiac

3,500,000 (inclusive5,000,000 (exclusiv:

5,000,000 (inclusive10,000,000 (exclusiv

Pinc-Hai, Chiac

Pinc-Hai, Chiac

10,000,000 (inclusiv~15,000,000 (exclusiv

15,000,000(inclusive30,000,000 (exclusiv

30,000,00( (inclusive-50,000,000 (exclusiv

50,000,000 (inclusiv)—100,000,000 (exclusiv

More than NT$100 millio

Total

9 persons

9 persons

9 persons

9 persons

(I1) Supervisors’ remuneration: Not applicable.




(Il1) President’s and Vice Presidents’ remuneration

1. Summary disclosure
December 31, 2020 Unit: NT$ Thousands

) . Bonus and Employees’ remuneration (D) Ratio of the lotal'of A B
Salary (A) Retirement pension (B) special allowances etc. (C) (Note 1) C and D to net income R )
P ) after ta> (%) (note 2 emuneratio
] In the financial from Investeq
Title Name In the financial In the financial In the financial | All companies | statements of thq n ‘h? businesses
All All All All financial | other than th
. statements of . | statements of thd . | statements of thd compan . e
companieq companie companie companiegstatements q subsidiaries
the company company company Amount| Amount| Amount| Amount
. ! R . the compan
in cas! | in stock | in casl | in stock
Chairmar and Presidel Ping-Hai, Chiac
Executive Vice Present Hsier-Yuar, Chang
Vice Presider Kuane-Chung, Liac 14,803 16,383 425 425 - || 7,704 || 7,704 | 441009 472469  None
Vice Presider Ming-Yi, Chi
Vice Presider (note 3 Ju-Yuan, Mac
Vice Presider (note 4 Lunc-Fu, Hsiet

Note 1. The 2020 remuneration distribution plan apgroved by the company’s board meeting on Ma&t2@21, but has not yet been submitted to the
shareholders’ meeting for reporting; the employ@auneration distribution list has not yet been mheiteed, so the amount above is an estimated
figure calculated based on the actual distribuéiorount last year.

Note 2: The net profit after tax for 2020 is NT$518 thousand.
Note 3: Mr. Jui-Yuan, Mao, Vice President of Finarand Accounting, was transferred to the Chief fdred Officer position of Wafer Works (Shanghai)

Corporation on May 6, 2020.
Note 4. Mr. Lung-Fu, Hsieh, Vice President of Pretittn Planning, retired on April 30, 2020.

2. Payment scale

Payment scale of remunerations paid to the Presatel Names of the President and Vice Presic
Vice Presidents of the Company All compenies In the financie statements of the compe
Less than NT$1,000,0 - -
1,000,000 (inclusive2,000,000 (exclusiv Lunc-Fu, Hsiefl Lunc-Fu, Hsiefl
2,000,000 (inclusive3,500,000 (eclusive’ JuirYuan, Mac Jui-Yuan, Mac
3,500,000 (inclusive5,000,000 (exclusivi Ming-Yi, Chi; Kuan¢-Chung, Liao Ming-Yi, Chi; Kuan¢-Chung, Liao
5,000,000 (inclusive10,000,000 (exclusiv Pinc-Hai, Chiao; Hsie-Yuar, Chan Pinc-Hai, Chiao; Hsie-Yuar, Chanc

10,000,000 (inclusiv~15,000,000 (exclusiv - -
15,000,000(inclusive-30,000,000 (exclive) - -
30,000,000 (inclusiv~50,000,000 (exclusiv - -
50,000,000 (inclusiv~100,000,000 (exclusiv - -
More than NT$100 millio - -

Total 6 persons 6 persons




1. Names of managers receiving employees’ remuoarahd the distribution

status
December 31, 2020 Unit: NT$ Thousands
_ Amount Amount in As a percentage df
Title Name in stock cash Total | net profit after tax
(Note 1 (%)(note 2
Chairman and President Ping-Hai, Chiao
Executive Vice President| Sien-Yuan,
Chanc

= |Vice President Kuang-Chung,
S [Manufactur Liao : 8,200 | 8,200 1.5808%
@ |Vice President _ Ming-Yi. Chi
@ |Investment & Plannir 9-¥h,

CTO Wer-Chung, L

FinancialOfficer Wei-Lun, Lin

Accounting Office Chie-Yu, Lu

(i1

Note 1. The 2020 remuneration distribution plan apgroved by the company’s board meeting on Magh 2
2021, but has not yet been submitted to the shitetsd meeting for reporting; the employee
remuneration distribution list has not yet beeredained, so the amount above is an estimated figure
calculated based on the actual distribution amtasttyear.

Note 2: The net profit after tax for 2020 is NT$5483 thousand.

Compare and explain the analysis results of thal te@muneration paid to the
directors, president and vice presidents of thepzom in the last two years by the
company and all companies in the consolidatedreete as a percentage of the net
profit after tax, and explain the remuneration gek, standards and combinations,
and the procedures for setting the remunerationi@ndorrelation with operating
performance and future risks.

1. Analysis of the proportion in the last two years

December 31, 2020

Ratio of total remuneration tdRatio of total remuneration 1

0
net profit after tax in 2(9 net profit after tax in 20z
Title All in the financial All in the financial Explanation
. __| statements of the . statements of
companies company companies| company
(Note 1) (Note 1 (note 2) (note 2
Director 1.1600% 1.3327% 2.7616% 3.1576%Directors’ remuneration|

is a fixed remuneration
approved by the board
meeting, and the
proportion of
remuneration to net

President profit after tax is

and Vice 2.7083% 2.8434% 4.41999 4.7246%|reasonable. The main

Presidents difference is the large
difference between the
net profit after tax of
NT$518,718 thousand in
2020 and NT$1,232,201
thousand in 201

(Note 1): The net profit after tax in 2019 is NT#$32,201,679.



(Note 2): The net profit after tax in 2020 is NT$5218,670.

2. Remuneration policies, standards and combimnsitiamd the procedures for
setting the remuneration and its correlation witberating performance and
future risks.

(1) The basis of remuneration for directors of tbenpany is based on Article 29

of the “Articles of Association” that if the compamakes a profit in the year,
it shall allocate no more than 2% as directors’usaration. However, if the
company still has a cumulative loss, it shall makeeserve for the loss
compensation in advance.

(2) Article 25 of the “Articles of Association” gtillates that when the chairman

and directors of the company perform their duttbg, company shall pay
remuneration to them; the board meeting is autkdrito determine the
remuneration based on their participation in therapon of the company and
the value of their contribution, with referencethe level of payment by the
industry.

(3) In order to implement the spirit of corporatevgrnance and provide a basis

for the company directors’ remuneration, the conypdms specially
formulated the “Measures for Directors’ Remunerattayment” which was
proposed by the first Compensation Committee mgedinthe fourth term
(August 7, 2018) and implemented after the resmhutf the second board
meeting of the ninth term (August 7, 2018).

(4) The remuneration of managers is handled inrdecwe with the company’s

“Measures for Management of the Salary and Remtinaraf Managers,”

taking into account factors such as the companysiness strategy,
profitability, performance and contribution to tbempany, with reference to
the market salary level. The proposal was made Hey €ompensation
Committee and implemented after the resolutiomeflioard meeting.

(5) Correlation between business performance atndduisks: The company’s

“Board Performance Evaluation Measures” and “Pemforce Appraisal

Management Measures” are used as the basis farpemce evaluation. In
addition to referring to the company’s overall aguerg performance, future
business risks and development trends of the industference is made to
Individual performance achievement rate and coutioim to the company for
reasonable remuneration; the remuneration systeraviswed in a timely

manner based on the actual operating conditions ratevant laws and

regulations, in order to achieve a balance betweercompany’s sustainable
operation and risk control.

IV. Status of Corporate Governance

(1)

Operation Statue of the Board of Directors
The board of directors held five meetings (A) irR@Dand the status of the directors’
attendance is as follows:



Actual votin Actual voting
. NI 1 Attendance (non-voting)
Title Name (non-voting) \ Remarks
attendance (B by proxy attgp;j ?S/C:) ras
0
Chairman | Ping-Hai, Chiao 5 0 100.00
Fon Tain Belon Co.,Ltd.
Director |(note 1) 2 0 100.00 :;fgrz}jzzntt/’vjhn?ggiza\s/e
DesignateeNar-Yang, Wt gs-
Director | Nan-Yang, Wu (note 1) 3 0 100.00 ,'[\rlﬁ:g ?g;li(rj]ghave attende
Director | Zhen-Tu, Liu 5 0 100.00
HUA ENG WIRE & CABLE
Director | S0:Hd 4 1 80.00
Representative: Min-Shiang ’
Lin
Director | Chung-Hou, Tai 5 0 100.00
Hitech Holding (BVI) Corp.
Director |Representative: Tai-Yuan, 5 0 100.00
Wanc
Independent . Resigned on January 28,
Directol Dong-Sing, Wuu 5 0 100.00 2021,
InOI?"pendemYong-Song, Tsai 5 0 100.00
Directol
Independente .\ | Lin 5 0 100.00
Directol

Note 1:Director Mr. Nan-Yang, Wu was elected onel@22, 2020 to replace the Director Fon Tain Belan,Ltd, who
resigned on June 22, 2020. The information on tinecir Fon Tain Belon Co.,Ltd. was disclosediltthe date o

resignation.

Additional d

I. In case of any of the following circumstancesthie operation ofhe board of directors, state the date of the b
meeting, the number of the meeting session, theentsof the proposal, all theiopns of the independent direct

isclosure:

and the company’s handling of such opinions ofitldependent directors:
(1) Particulars inscribed in Article 14-3 of thee&urities and Exchange Act”

March 24,
2020

11th session
of the 9th
term

2.

Particulars Opinions of
inscribed in independent
Article 14-3 | directors and the
Board . ,
X Session Proposal contents of the company’s
meeting date “ . -
Securities handling
and Exchange
Act’
1. Issuance of the “Statement on Internal Contwbl” Vv

the company for 2019.
The company’s intended endorsement guarantee to  V
its subsidiary Wafer Works Epitaxial Corp. in the
near future

May 6, 2020

12th session
of the 9th
term

3. Appointment of the head of accounting.
4. Letters of Commitment provided by both Wafer

Intended approval of the 2020 remuneration
proposal for the independent auditor.
Appointment of the head of finance.

< <K< <

Works Corporation and Wafer Works (Shangha
Corporation, the Company’s Subsidiary, for listing
on Shanghai Stock Exchange.

Suggestion to lift the non-competition restoation
directol.

=

All independent
directors approvef
without objection,




6. Proposal to lift the non-competition restrictiom
new directo. V
1. The company intends to handle a RMB60,000,000 V

13th session

August 6, of the 9th endorsement guarantee for its subsidiary
2020 Zhengzhou Airport Economy Zone WaferWorks
term
Technology Corp
14th Meeting
November 5| of the 9th , .
2020 Board of 1. Proposal of the company’s 2021 audit plan. \%
Directors
1. The total amount of equity of reinvestment \%

15th sessionl  businesses acquired or disposed of by the company

Dzicezrggce)r of the 9th in.2'021 does not exg:eed thel Iimit.of NT$590
' term million, and the Audit Committee is authorized tp
review
1. Issuance of the “Statement on Internal Contwbl” \%
the company for 2020.
16th session 2. Revision of the company’s_ “Internal Control \%
March 25, of the 9th System” and “Internal Audit System.”
2021 3. Revision of the company’s “Endorsement \%
term . ”
Guarantee Operation Procedures.
4. Proposal to lift the non-competition restrictiom \%

new directors

(I In addition to the matters above, other retiohs of the board meeting with objections or reaton of
independent directors and with records or writtatesnent: None.

Il.  For the implementation of avoidance of motidaysdirectors due to a conflict of interest involyastate the name (

the director, the content of the motion, the reafwnwithdrawal from the meeting for interest avaide and th¢

voting results: None.

. Voting
Date/session of Name of . A
. - Proposal contents| Reasons for avoidance participation
board meeting director Statu:
Suggestion to lift thg The avoiding director is the
Chung-Hou, | non-competition subject of the lifting of the | Not participate in
Tai restriction on non-competition restriction voting
director.
Review of the list of | The avoiding director is on
director candidates |the list of director
May 6, 2020 - : . . .
. Nan-Yang, | nominated by candidates nominated for | Not participate in
12th session of the . . . .
Wu shareholders holdingreview of this case. voting
9th term
more than 1% of the
companys share:
Proposal to lift the |The avoiding director is the
Nan-Yang, | non-competition subject of the lifting of the | Not participate in
Wu restriction on new | non-competition restriction voting
directol.
August 6, 2020 Distribution of 2019 | The avoiding chairman is
13th session of the . . |employees’ the subject of distribution aof - .
Ping-Hai, . Not participate in
9th term . remuneration to the |the case. .
Chiao . voting
company’s
manager:

Ill. The TPEX listed companies shall disclose the etialuafrequency and period, evaluation scope, metrad
evaluation content of the self-evaluation (or peestuation) of the board of directors; also, sfikilbut the evaluatio
of the board of directors in the attached table.

Evaluation Evaluation  Evaluation
cycle |perioc scopt
Once |From Board of Internal self- Performance evaluation of the board

every yeg|January 1 director: evaluationby the | of director:

Evaluation method Evaluation content

=



2020 to board of directors | 1. Degree of participation ia th

December company’s operations.

31, 2020 2. Improvement in the decision-
making quality of the board.

3. Composition and structure of the
board of directors.

4. Election and continuing study of
directors.

5. Internal contrc

Individual | Self-evaluation by thePerformance evaluation of the
board members board members |individual board member

1. Mastery of company goals and
tasks.

2. Awareness of the director’s
responsibilities.

3. Degree of participation in the
company’s operations.

4. Internal relationship management
and communication.

5. Professional and continuing study
by the director.

6. Internal contrc

Functional | Self-evaluation by thePerformance evaluation of the Audit

Committees | functional committee Committee

member. 1. Degree of participation in the
company’s operations.

2. Awareness of the Audit
Committee’s responsibilities.

3. Improvement in the decision-
making quality of the Audit
Committee.

4. Composition and selection of
Audit Committee members.

5. Internal contrc

Performance evaluation of the

Compensation Committee.

1. Degree of participation in the
company’s operations.

2. Awareness of the Compensation
Committee’s responsibilities.

3. Improvement in the decision-
making quality of the
Compensation Committee.

4. Composition and selection of
Compensation Committee
members

IV. The objectives (such as, setting up an Auditm@ottee, enhancing information transparency) aérgjthening thd

functions of the board of directors in the currgsdr and the last year and the evaluation of thpdeimentation:

() An investor service area has been set up on thpaoys website for investors to view online at dinye. The
content includes corporate governance, financifdrination, stockaffairs information, news center, Q&
collection and contact window, in order to effeetivimprove information transparency. The companyébsite
http://www.waferworks.com.

(I In accordance with the regulatis of the competent authority, meetings are hettyequarter to review th
status of the implementation of operation improvetr@ans. It is believed that a sound and efficieoard o
directors is the foundation of good corporate goaace.

(1) In accordance with the regulations of the securitighaity, the company established a remunerationnoitted
on December 29, 2011 to assist the board of direéto performing their duties and implementin¢rporatg




governance.

(IV) The company’s eleatn of board of directors of the ninth term was ctetgd at the general shareholdg
meeting on June 27, 2018. According to law, antazminmittee was set up by all independent diredimitakg
over the responsibilities of supervisors, and tlygoizational rules for the audit committee wenerfolated.

(V) The operation of the board of directors of the camypis performed in accordance with laws and reiguls, thd
company’s articles of association and the resaistiaf the shareholders’ meetingl directors, in addition to th
professional knowledge, skills and accomplishmergsessary to perform their business, are basedhe
principle of loyalty and good faith and duty of edo create best interests for shareholders.

(VI) The number of traiing hours per year for the directors of the conyparust meet the requirements of
competent authority, and the directors are encaarag participate in corporate governamekxted courses al
advocacy activities for laws and regulations.

(I) Operation status of the Auditing Committee
1. Operation status of the Auditing Committee:

The company’s general shareholders’ meeting el independent directors, and
the three independent directors form the Audit Catte@ which holds a meeting at
least once every quarter, and is responsible ®ptoper expression of the company’s
financial report, the selection (dismissal) of thedependent auditor and the
independence and performance, the effective impi¢éattien of the company’s internal
control, the company’s compliance with relevant da@nd regulations, and the
management and control of the company’s existingpatential risks, etc. Its main
responsibilities are as follows:
A. Establish or amend the internal control systenagcordance with Article 14-1 of
the Securities and Exchange Act.
B. Evaluate the effectiveness of the internal cardystem.

C. In accordance with the provisions of Article B&f the Securities and Exchange
Act, establish or amend the procedures for the gasing of major financial
business activities including acquisition or disdo®f assets, engagement in
derivative instrument trading, extension of loansothers, and endorsements or
guarantees for others.

D. Matters that involve the best interests of dvex

E. Material assets or derivative instrument tratisas.

F. The lending, endorsement, or guarantee of dapitauge sum.

G. The raising, issuance or private placement ofketable securities of an equity
nature.

The appointment, dismissal, or compensatiomef@PAs.

— L

The appointment and dismissal of the officefiodnce, accounting or internal audit.

J. Review the annual financial report and semi-ahrfinancial report signed or
stamped by the chairman, manager and accountire\sspr.

K. Accept accusations on responsibility relatedteratlisted in this article.

L. Other significant matters stipulated by the campor the competent authorities

2. The Audit Committee has convened five meetings@last year (A). The voting and

non-voting attendance of the independent dire¢sosown below:
Actual number Actual number

Title Name of voting Attendance by| of non-voting Remarks

attendance proxy attendance
(B) (BIA)
Independent . 0 Resigned on
Directol Dong-Sing, Wuu 5 0 100% Januay 28,




2021
Ind_ependent Yong-Song, Tsai 5 0 100%
Directol
Independent Feng-1, Lin 5 0 100%
Directol

Additional disclosure:

1. In case of any of the following circumstanceshi@ operation of the Audit Committee, state thie ad
the board meeting, the number of the meeting sestie contents of the motion, the resolution ef
Audit Committee and the company’s handling of thaimns of the Audit Committee:

(1) The content of the particulars inscribed indel4-5 of the Securities and Exchange Act.
Particulars | The matters thai
inscribed in | are not resolved
Article 14.5 by the Audit

Audit _ _ . of th_e. Committee mgsl
Committee Session | Content of the motions and subsequennadiédien “Securities | be resolved with
and Exchange the consent of
Act” more than two
thirds of the
board director:
1. The company’s 2019 business report and \%
financial statements.
2. Earnings distribution plan for 2019. \%
March 24 9th session3. Issuance of the company’s “Statement on \%
2020 " | of the 1st Internal Control” for :019.
term Audit Committee’s resolution result: All memberstbé Audit
Committee agreed.
The company’s handling of the Audit Committee’solations: All
directors present agre:
1. Intended approval of the 2020 remuneration \%
proposal for the independent auditor.
2. Appointment of the head of finance. \%
3. Appointment of the head of accounting. \%
10th 4. Letters of Commitment provided by both Wafer \%
. Works Corporation and Wafer Works (Shanghai)
May 6, 2020| session of C - , e
the 1st term G orporation, the Cpmpany s Subsidiary, for Independent
listing on Shanghai Stock Exchan ;
Audit Committee’s resolution result: All memberstbé Audit D|rector.
Committee agreed. all agr?‘*". without
The company’s handling of the Audit Committee’sotations: All objection.
directors pesent agree
1. Revision of the company’s “Organization Rules
for the Audit Committee.” Vv
2. The company intends to handle a \%
11th RMB_6(_),OO0,000 endorsc_ement guarantee for its
August 6, session of subsidiary Zhengzhou Airport Economy Zone
2020 the 1st term WaferWorks Technology Cor
Audit Committee’s resolution result: All memberstbé Audit
Committee agreed.
The company’s handling of the Audit Committee’solations: All
directors presnt agreec
12th 1. Proposal of the company’s 2021 audit plan | V
November 5, session of Audit Committee’s resolution result: All memberstbé Audit
2020 Committee agreed.

the 1st temr

The company’s handling of the Audit Committee’solagons: All




directors present agreed.
1. The company’s assessment of the independence V
and competency of the independent auditor for

December 23 13th 2020
2020 ' session of| Audit Committee’s resolution result: All memberstbé Audit

the 1st termCommittee agreed.
The company’s handling of the Audit Committee’sotations: All
directors present agre:
1. The company’s 2020 business report and
financial statements.
2. Earnings distribution plan for 2020.
3. lIssuance of the company’s “Statement on Internal
Control” for 2020.
14th 4. Revise the company’s “internal control system
session of|  and “internal audit system.”
the 1st term5. Revision of the company’s “Endorsement
Guarantee Operation Procedur
Audit Committee’s resolution result: All memberstbé Audit
Committee agreed.
The company’s handling of the Audit Committee’solations: All
directors prsent agree
(2) Except for the aforementioned matters, othettersthat have not been approved by the Audit
Committee but by more than two-thirds of all bodiectors: None
2. For the implementation of avoidance of motiopsilectors due to a conflict of interest involvethte
the name of the director, the content of the motibie reason for withdrawal from the meeting ffor
interest avoidance and the voting results: None.
3. Communication between independent directors thedinternal audit director and the accountant
(including major matters, methods and results ofimanication on the company’s finance and business
conditions):
(1) Communication between independent directorst@dhternal audit director and the accountant
1. The independent directors and the accountant dtdleast four meetings a year for reporting to
the independent directors on the financial stafubecompany, the financial status of domestic
and overseas subsidiaries, the overall operatainsstand the internal control review, and fully
communicate on whether there are major adjustmeiniee or legal revisions that affect the
accounts.
2. If the board meeting has important related issitewill also invite the accountant to attend,
provide professional advice, and increase the appibies for the accountant to interact with the
directors/independent directors.
3. The internal audit unit of the company is anejpehdent unit directly under the board|of
directors. The audit supervisor attends regulardogeetings on a quarterly basis, reports to| the
directors and independent directors on the impleatiem of the audit plan and audit results, and
communicates either regularly or when necessarip Wit independent directors on related
matters.
4. A meeting may be called at any time in case ajbmexceptional events.
2) Summary of the communication between independieectors and internal audit supervisor in 2020
Suggestions
and result

March 24,
2021

< < <<

Date Communication highlights

1. The “Statement on Internal Control” of the comypé#&or 2019.

2. Revision of the company’s “Rules of Proceduretloéd Shareholderd’
Meeting.”

3. Revision of the company’s “Rules of ProceduréhefBoard Meeting.”

4. Audit report for the first quarter 01020

May 6, 2020| 1. Audit report for the second quarter of 2020.

March 24,
2020

No comments
at this meeting

No comments
at this meetin




1. Audit report for the third quarter of 2020.

2. Revision the company’s “Organization Rules fdére tCompensation
August 6, ) " No comments
2020 Committee. at this meetin
3. Revision of the company’s “Organizational Rutasthe Audit Committee.” 9
4. Formulation of the company’s “Board Performake@luaticn Measures
November | 1. Audit report for the fourth quarter of 2020 No comments
5, 2(20 2. Froposal of the compans 2021 audit ple at this meetin

(3) Summary of communication between independepttiirs and the independent auditor in 202(

Suggestions

Date Communication highlights
and result
1. Audit scope and audit report for 2019.
2. Independence of the independent auditor.
March 24, 3. Major audit ISSUES. . No comments
2020 4. Update of securities laws and (egulat|ons. at this meeting
5. Update of tax laws and regulations.
6. Introduction to the amendment to the 7th Corgo€@overnance Evaluation
System
1. Review scope and review report for the firstregraof 2020.
May 6, 2020 2. Indfependgnpe of the independent auditor. No gommerjts
3. Major audit issues. at this meeting
4. Updae of securities las and regulation
1. Review scope and review report for the secoradtquof 2020.
August 6, | 2. Independence of the independent auditor. No comments
2020 3. Major audit issues. at this meeting
4. Update of securities laws and regions.
1. Review scope and review report for the thirdrtgraof 2020.
November | 2. Independence of the independent auditor. No comments
5, 2020 3. Major audit issues. at this meeting
4. Update of securities laws anegulations




(111) How the Company'’s actual governance differs frame Torporate Governance Best-Practice Principles fo
TSEC/GTSM Listed Companies and why

Operations (Note) The variation with the
“CorporateGovernanci
BestPractice Principle]
Items for assessment for TWSE or TPEX
Yes| No Summary Listed Companies,” a
the reasons for the
variatior

1. Has the Company instituted and disclosed|the
f:orporate governance t:est—practlce principles The company has established the “Code of Corp@aternance, and complies with the “Corporate Goaere BesPractic No significant
in accordance with the “Corporate \% S ; P - - . . .

) - Principles for TWSE/TPEX Listed Companies” to impknt corporate governance and disclose it on thgaay’s website. difference
Governance Best-Practice Principles for
TWSE or TPEX Listd Companies”
2. The Equity Structure and Shareholders’
Equity of the Company

(1) Will the Company have the internal \% (1) The company has established the spokesperstensya stock affairs unit and an email box dedit#&d the handling of
procedures regulated to handle shareholdgrs’ shareholder suggestions or disputes.
proposals, doubts, disputes, and litigation
matters; also, have the procedures
implemented accordingly?

(2) Will the Company possess the list of the \% (2) The company regularly reports the shareholdhmnges of directors and managers through its stifeks agency and
Company’s major shareholders and the lis{ of insiders to understand and grasp the structureagdmshareholders. No significant
the ultimate controllers of the major difference
shareholders?

(3) Will the Company establish and implemen{ V (3) In addition to the principle of independencdinfnce and business as the basis for businessatrions, the company hag
the risk control and firewall mechanisms with formulated the “Regulations for the Operation anahislgement of Affiliated Enterprises” as the basisrianagement and
the related parties? control.

(4) Will the Company set up internal norms to| V (4) The company has formulated the Ethical Corgoké&nagement Best-Practice Principles and Managetenedures for
prohibit insiders from utilizing the Prevention of Insider Trading, based on which tmpgany regulates its insiders not to use undisdlogermation for
undisclosed information to trade securitiesP profits.

3. The Organization and Function of the Boaid
of Directors V |(1) The members of the board of directors of themany have different expertise in various fieldd possess the necessary Same as in the

(1) Will the Board of Directors have diversified| knowledge, skills and literacy to perform theiridstto strengthen the operational capabilitiehefttoard. However, the | summary description
policies regulated and implemented board of directors has not yet formulated a diieipolicy on its composition of members.
substantively according to the composition|of
the members?

(2) Will the Company, in addition to setting thg V (2) In 2016, the company set up a special M&A cottewrifor the simple merger with the subsidiary Waferks No significant
Remuneration Committee and Audit Optoelectronics Corporation. difference
Committee lawfully, have other functional
committees set up voluntarily?

(3) Does the company establish a method to
evaluate board performance and evaluate | V (3) The board of directors of the company apprahed'Board Performance Evaluation Method” on Augis2020. The No significant
board performance every year? Are the internal board performance evaluation shall beieduout at least once a year, and the scope @vieation covers the difference
performance evaluation results reported to|the entire board of directors, individual directorse #udit committee and the compensation committee.ifiternal
board and used as a reference for the guestionnaire method is adopted, and the evaluicarried out through internal self-evaluationd aelf-evaluation of
remuneration and nomination for reelectior) of board members and functional committees. The eefithe 2020 annual performance evaluation wéigoald; they were
directors? reported to the board of directors on March 25,12@2d will be used as a reference for the salagdyreamuneration of

individual director and the selectioor nomination of director




Operations (Note) The variation with the
“CorporateGovernanci
BestPractice Principle]
Items for assessment for TWSE or TPEX
Yes| No Summary Listed Companies,” ail
the reasons for the
variatior

(4) Will the Company have the independence pfV (4) The Accounting Div. of the company evaluatesittdependence of the independent auditor oncara Vee most recent
the public accountant evaluated regularly? annual evaluation results were submitted to the §8ssion of the Audit Committee meeting of thetdish on December
23, 2020, and the resolution was approved by tltie d&ssion of the board meeting of the 9th terrdecember 24, 2020. No significant
The Accounting Div. of the company has assessddtth Lo, Hsiao-Chin and Hong, Mao-Yi, certifiediic accountant: difference
of Ernst & Young, meet the company’s independessessment standards. For the assessment conéaise péfers to
Article 47 of the Certified Public Accountant Aatcithe No. 10 Communiqué of the Code of Professigtiacs of
Accountants. The items for assessment of the indigee of certified public accountants are as\ilo

The members of the audit service team for thefimation and their family members have no significdirect or
indirect significant financial interests with theraspany.

The company or the company’s directors have nodwected mutual financing or guarantees with the membf the
company'’s audit certification service team andrtfahily members (excluding business activities #ra normal
lending by financial institutions ).

There is no close commercial relationship betweeratcountant firm or the members of the auditfeztion service
team and the company or its affiliated enterprises.

There is currently no potential employment relasttip between members of the audit service teanttendompany.
No member of the audit service team has servediasetor of the company or has a significant ieflae on the audit
cases in the past two years.

The company’s audit fees to independent audit@paid in a fixed amount and are not contingentiptbes. There i§
no overdue public expense that affects the indem@arelof the audit.

The non-audit services provided to the companyhbyaccounting firm and its affiliated companieswdbdirectly
affect the important accounting subjects of theitazase, do not involve the management functiort®@ftompany, dd
not make decisions on behalf of the company, andod@affect its independence.

The team members are not entrusted to be the dafenfithe company’s position or opinions, or repre the
company to coordinate conflicts with any third gart

After the appointment this year, the number of gedthe accountants’ service has not exceeded s@aes.

The members of the audit service team are noectlatthe company’s directors, managers or persevimehave a
significant influence on the audit case.

The directors and managers of the company havgiven valuable gifts to the members of the auditise team.
Among the company’s directors, managers or persanitte positions that have a significant influerme the audit
cases, none have retired/resigned from the acewufitm within one year.

Among the company’s directors, managers or persanitte positions that have a significant influerme the audit
cases, none have retired/resigned from the acewufitm within one year.

The company did not make the members of the aaditce team withstand or feel intimidation from twmpany
which prevented them from maintaining objectivitydeclarifying professional doubts.

The company has assessed that the accountantsibavelated the independence requirement and lalee ta serve as tl

company’s independent auditors. The accountinghas also issued a statement of- violation of indepedence on the ca:

4. Has the Company had an adequate numbgr of
corporate governance personnel with
appropriate qualifications, and appointed a| In order to protect the rights and interests ofrshalders and strengthen the functionghaf board of directors, the comp
chief corporate governance officer to be in passed the resolution of the board meeting on M&PB1 to appoint the accounting supervisor Msachi, Lu as the heaaf
charge of corporate governance affairs corporate governance, the top executive respondinlecorporate governance-related matteasd the main scope No significant
(including but not limited to furnishing responsibilities is to handle matters related tarbaneetings and shareholders’ meetings in aeooeal with the law, prepg difference
information required for business executiol minutes of board meetings and shareholders’ mestiasgsist directors in assuming office and themtinoous study, provid
by directors and supervisors, assisting directors with necessary information for businesscation, and assist directors in complying witlvdaand regulations.
directors and supervisors with legal
compliance, handling matters relating to bg




Operations (Note)

The variation with the

Items for assessment

“CorporateGovernanci
BestPractice Principle]
for TWSE or TPEX

Yes| No Summary Listed Companies,” ail
the reasons for the
variatior
meetings and shareholders’ meetings
according to law, handling the registration and

change registration of the company, produ
minutes of board meetings and sharehold¢
meetings)

I's

Has the Company established channels fo
communications with stakeholders (includi
but not limiting to shareholders, employeeq
customers, and suppliers), and set up a se|
for stakeholders at the official website of th
Company with proper response to the
concerns of the stakeholders on issues rel
to corpcrate social responsility?

’
g

ctigﬁ
e

hted

The company has a spokesperson system, a webditetlagr channels to provide information about thegany’s opeationg
and financial status; at the same time, an emaiideet up to properly handle the opinions of skeltders.

The corporatesocial responsibility area of the company’s webkis a special area for stakeholders, and thesecntad
window to maintain good communication with stakelest (including customers, shareholders, employees, supy
contractors, community residents, government agsnoirganizations and the media).

No significant
difference

Has the Company commissioned a
professional share registration and investo

The company has appointed a professional stoclkraffgency -the stock agency department of KGI Securities todie

No significant

protection of the Directors and Supervis

relationship wth them

service institution for providing services for| v various stock affairs on behalf of the company. difference
shareholder:

Disclosure of Information

Does the Company have a website setup and&/ (1) The company’s finance and business and copgternance information are disclosed on its iaffizebsite (URL: No significant
the financial business and corporate http://www.waferworks.com). difference
governance information disclosed?

(2) Has the Company adopted other informatipnV (2) The company has set up an English website adtticated personnel responsible for the collecimhdisclosure of No significant
disclosure methods (such as, establishing gn company information, and strictly implements theksgsperson system. difference
English website, designating a responsible
person for collecting and disclosing
information of the Company, substantiating
the spokesman system, placing the juristic
person seminar program on the Company’s
website)? All matters are in

) Will the company announce and declare tHe V [(3) The company complies with laws and regulatimnannounce and declare its financial report bettegespecified deadline] conformity with the
annual financial report within two months requirements, excep
after the end of the fiscal year? Will the for the annual financig
company announce and declare the Q1, QR, report.
and Q3 financial reports along with the
monthly operating reports before the
prescribed deadlin
Is there any further information that may help (1) Employees’ rights and interests: Please referémfferation overview and labor relations in thiswal report for details.
to understand the status of corporate (2) Employee relations: The relationship between lama management has been harmonious since theigstadt of the
governance of the company (including but hot company. The rights and obligations of both pawieshandled in accordance with the company’s wads, and labor and
limited to employees’ rights, employee care, management meetings are held on a regular basisthe representatives evenly from labor and manageto discuss and
investor relation, supplier relation, negotiate matters including the adjustment of lajmorditions and mutual benefit and reciprocity bestwlabor and
stakeholders’ rights, the continuing education management. No significant
of the Directors and Supervisors, risk (3) Investor relations: The company has establishedpgbkesperson system, a stock affairs unit andreil ox dedicated tgdifference
management policy and risk assessment if the handling of shareholder suggestions, and amgidedicated personnel to handle investor relativaiters.
action, the pursuit of customer policy, and the (4) Supplier relationship: The company has been inaaintith major suppliers for a long time, and maiims a good




Items for assessment

Operations (Note)

Yes

No

Summary

The variation with the
“CorporateGovernanci
BestPractice Principle]

for TWSE or TPEX

Listed Companies,” ail

the reasons for the
variatior

with professional liability insurance)?

(Btakeholders’ rights: The company has a spokespessiem, stock affairs unit, website and othennkés to provide

information about the company’s operational andritial status; at the same time, an email boxtissand the opinions

of stakeholders are properly handled by dedicagesigmnel.
(6) Further study of the company’s directors:

Date of First date of Training date Training Total
Title Name | (elected . Organizer Course name hours in
t0) office appointment Start End hours 2020
. . 2020 Annual Meeting of the Institute
Slegngglzboer Slegptggzboe r Bﬁl:ggrlsnstltute O birectors: A Strategic Turning Year 3
! ! Looking for New Growth Drivel
Director Ping-Hai,| June 27, November 4, 2020 Annual Meeting of the Institute 6
Chiao 2018 1997 . . Directors: A Turning Point
August 7, | August 7, |Taiwan Institute of. . .
5020 2020 Directors in the Strategies of Taiwanese 3
Enterprises Under the Major Epidem
Situatior
Association of
September| September|Corporate 2020 Seminar on Legal System for 3
24, 2020 24,2020 |Governance Substantive Beneficiaries
. Nan- June 27, ] Professiona
Director Yang, Wu[ 2018 March 17, 201 KPMG Leadership Academy Forum: 6
September| September|Taiwan Institute of Countermeasures for Risks from 3
22,2020 22,2020 |Directors Drastic Changes and Improvement it
Corporate Governan
December 2| December 2 Taiwan Corporate The 16th Corporate Governance
2020 2020 |Sovermance g it Forum 6
Association
Securities and
October 13,| October 13,|Futures Strategy and Management of Enterp
Upgrade and Transformation — Choi 3
2020 2020 Development X
. of M&A and Alliance
; Zhen-Tu,| June 27, o Foundation
Director . June 25, 201 - 14
Liu 2018 Taiwan Corporate| The Collapse of Corporate Governarj
August 25, | August 25,
Governance and Its Impact, A Study of the Tatung 1
2020 2020 Lo
Associatiot cast
Securities and Business Strategies and Corporate
Futures Governance in Response to the Worl
July 9, 2020 July 9, 2020 Development Risk of Unsustainability, From the 3
Foundation Perspective of COVID-19
Taiwan Corporatel Issues Directors and Supervisors Ne|
June 23, June 23, Governancep to Consider in Risk Management, 1
2020 2020 Association Corporate Sustainability and ESG Af|
the Impact of the Epidemic
November 6| November 6 ‘(I;a;l\\;\grrl];?:g)orate Insider Trading Practices, Legal 3
Corporate Min- 2020 2020 Association Liability and Case Analysis
" . June 27,| November 4, —
director Shiang, 2018 1097 Securities and 6
representativg  Lin September J September J Futures 2020 Briefing on Prevention of Insidg 3
2020 2020 Development Trading and Insider Equity Trading
Foundation
November | November Taiwan Corporate|Whistleblower System and
11, 2020 11, 2020 Governance Implementation of Corporate 3
. Chung- | June 27, ! ! Associatior Governanc
Director Hou, Tai| 2018 June 23, 200 Taiwan Corporate| 6
July 22, 2020 July 22, 202{Governance Global Investment Trends and Markg 3

Associatior

Practices




Operations (Note)

The variation with the

Items for assessment
Yes

No

Summary

“CorporateGovernanci
BestPractice Principle]
for TWSE or TPEX
Listed Companies,” ail

the reasons for the

variatior

Practical Case Analysis on An
Corporate November | November |Taipei Exchange Esta_blished Case in Breach_ofTrusI
director Tai-Yuan,| June 27, June 30, 2003 20, 2020 20, 2020 |(TPEX) Particular B_reach of Trust with the
representative Wang 2018 ' Board of Directors
January 15, January 15,| Taiwan Institute o Corporate Governance and Corpora
202 202( Directors Sustainability in 202
Securities and .
Docember| December Fuures |30 100 Case St of on-an
17,2020 | 17,2020 |Development < ge i
Foundatiol P
Dong- Taiwan Stock
'”g?pe"de”‘ Sing, | JU"€ 27| j,ne 25, 2015 Exchange and the
irector 2018
Wuu October 16.| October 16 Indepe_nd_ent 2020 Corporate _Govern{ance and
2020 ! 2020 'lCommission Corporate Integrity Seminar for
Against Directors and Supervisors
Corruption,
Ministry of Justce
June 11, June 11, ‘(I';;l\\;\;e]l':;ocreporate Global Trend Analysis — Risk and
Independent é%r;g- June 27, § e 015 2020 2020 | xssociation Opportunity
Director 9. 2018 ’ Taiwan Corporate| - ’
Tsai June 11, June 11, Governance Information Security Governance Trg
2020 2020 Association and Challenges
November 3| November 3|Taiwan Institute of N¢ Thinking for Family Business
. Inheritance Under the Haunting of
Independent| Feng-l, | June 27, 2020 2020 Directors
Director Lin 2018 June 27, 2018 - - Blac_k Swans_ -
August 4, | August 4, [Taiwan Institute ol Audit Committee Establishment and
2020 2020 Directors Operation Practice

(7) Implementation of risk management policies and m&asurement standards: The company has aledgypted preventi
policies for risk management. In addition to acstimternal control system established in complawnith the law, interrl
auditors regularly and from time to time review ih@lementation status and submit audit reportdetmsof finances
hedging neasures are taken at appropriate times to redsks fiom exchange rates and related derivativeniiad

products, and the financial structure is revieweahy time to avoid excessive financial risks.

(8) Implementation of consumer or customer protectimticy: The company’s Business Division and Qualitgsuranc
Department have full-time staff to provide custoroemplaint handling and after-sales service, andige related ervices

and guarantees to customers.

(9) The company’s purchase of liabilitysurance for directors: The company has purchbeseitity insurance for directors, a

this is disclosed in the “Corpde Governance Zone of the Market Crvation Post Syste.”

9.

Please explain the improvement of the corpagat@rnance evaluation results according to therfgslissued by the Corporate Governance Centéeofaiwan Stock Exchange for the last year, andqowiard

the priorities and measures for those that havbéeet improved. (Not applicable if the companydssubject to the evaluation)

The results of the company’s corporate governauakiation are all among the top 5% to 20% compaaied the following is a description of the improents already made and items which need to be

strengthened:

(1) Does the company disclose in its annual regherttems for discussion and resolution of the Cemsation Committee, as well as the company’s hagdif the members’ opinions? (indicator 2.11)

No score was received in 2019, and scores werévegtim the 2020 evaluation.
(2) Does the company’s annual report disclose ete@nd precise dividend policies? (indicator 3.12)

It is expected that the shareholders’ meeting ore 28, 2021 will revise the ratio of distributaklenings in Article 29-1 of the Articles of Assda@a and disclose it; it is expected that scordkhe received

in the evaluatiol

Note: Give an explanation in the summary descniptield regardless of whether the operation stetebecked “Yes” or “No.”



(IV) If the company has a compensation committésgslose its composition,

responsibilities and operation.
1. Information of Compensation Committee members

More than five years of work experience and thifahg
professional qualification
Status of independence (note 2)
onditiong
Lecturer or higheA professional or Work experience Number o_f
ranking at the |technician who has |required for other put_>||c
business, legal |passed the national |business, legal corr]npartl;]es
By identity affa!rs, financial examingtion fo'r affa!rs, financial r\fr1ve?r:§er ;
(note 1) affairs, or professmnals like couraffairs, _ also a Remark
Accounting Div., [judge, prosecutor, accounting, or
or other lawyer, certified publigcorporate memb_er of
: 1/2|3(4|5|6|7|8|9]|10 their
departments accountant, or any  |operation .
relating to other expertise requir: remune_zrano
corporate for the business committees
operation of operation of the
Name public and privat¢Company with the
colleges and issuance of a certificate
universitie: of completon
Independer] Yong-
Directol | Song, Ts¢ 1 None
Inde_zpender Feng-l, Lin 1 None
Directol
Dong-Sing
Independer =y, | 1 None
Director p
(note 3)
Chi-Meng,
Committee] Kuan 0 None
(note 4

Note 1: Identity is known as director, independgirgctor or others.
Note 2: Place a “” in the box below if the member met the followiognditions during the time of active duty and tvemss prior to the elected date.

(1)
@

3
4
®)

(6)

@)

®)

9

Non-employees of the company or its affiliates

Not a director or supervisor of the companyitsraffiliates (except for independent directorstiedé company and its parent company,
subsidiaries or the subsidiaries of the same pamnpany established in accordance with this Atherocal laws).

Not the principal and the principal’s spouséan children, or other natural person shareholedrs hold more than 1% of the total issued
shares of the company or on the top-ten sharetwlidér

Not the spouse, the kindred to the seconduieter the Civil Code or the direct kin within thard tier under the Civil Code of the
managers stated in (1) or other roles stated in(3%)

Not a director, supervisor or employee of astifntional shareholder directly holding more tf&# of the outstanding shares issued by the
company, or a director, supervisor or employeenahatitutional shareholder who is among the tah&reholders, or a representative of an
institutional shareholders appointed as the direstassupervisor of the company according to pamgtyrhor 2, Article 27, Company Act
(except for independent directors of the company i& parent company, subsidiaries or the subsidiaof the same parent company
established in accordance with this Act or thelltaas).

Not a director, supervisor or employee of a pany controlling over one half of the company’sdior seats or voting shares under one
person (except for independent directors of thep@om and its parent company, subsidiaries or thsidiaries of the same parent company
established in accordance with this Act or thelltaas).

Not a director of a company or institution waashairman and president or equivalent role issdmae person or its spouse (except for
independent directors of the company and its pazemtpany, subsidiaries or the subsidiaries of #raesparent company established in
accordance with this Act or the local laws).

Directors, supervisors, managers or sharehsltetding more than 5% of shares in specific congsaor institutions that do not have
financial or business dealings with the company {bdependent directors appointed according tol llzses and regulations holding other
positions in possession of more than 20% and hess50% of issued shares belonging to specific emieg or institutions that are parent,
subsidiary, or belonging to the same parent compaayot applicable).

Business owners, partners, directors (direftstgervisors (supervisors), managers and theirsgs, or professionals, sole proprietorships,
partnerships, companies or institutions involvec¢d@mmercial, legal, financial, accounting servidés not provide audits or accumulate
NT$500,000 compensation over the past two yearsieier, this restriction does not apply to a mendfehe remuneration committee,
public tender offer review committee or special oattee for merger and acquisition, who exercisesgys pursuant to the “Securities and
Exchange Act” or to the “Business Mergers and Asitjon Act” or relevant laws and regulations.

(10) Does not meet any descriptions stated in k86 of The Company Act.

Note 3: Independent Director Mr. Dong-Sing, Wuugeed on January 28, 2021 due to his appointmetiteasew president of National Chi Nan
University, and his relevant information was diseld till the day of his resignation.

Note 4: The appointment of the new Committee meyderChi-Meng, Kuan was resolved by the boardiodators on March 25, 2021.



2.

Responsibilities:

The Committee shall pay attention as a good mandgéhfully perform the

following functions and responsibilities, and subrts suggestions to the board

meeting for discussion:

(1) Regularly review this regulation and proposeadments.

(2) Formulate and regularly review the companyiedirs and managers’ annual
and long-term performance objectives and salary @mduneration policies,
systems, standards and structures.

(3) Regularly assess and formulate the salary antumeration of directors and
managers.

Information on the Operation of the Compensatiom@uitee

(1) The Compensation Committee of the Company ispased of three members.

(2) Term of office of current members: From June 27,8t June 26, 2021, the
Compensation Committee held two meetings (A), &edqualifications and
attendance of the members are as follows:

. Attendance in Attendance| Actual attendance rate (%
Title Name Remarks
person (B by proxy (B/A)
Convene Yong-Song, Ts¢ 2 0 10C%
. . Resigned on
- 0,
Committee member  Dong-Sing, Wuu 2 0 100% January 28, 20:
Committee memb: Fencl, Lin 2 0 100%

Additional disclosure:

1. If the board meeting does not adopt or amendsettemnmendation of the Compensation Committee, #iatdate, period,
content of the proposal, resolution results ofitbard meeting, and the Company’s handling of theiops of the Compensation
Committee (if the compensation adopted by the boeeting is better than the proposal of the Comatéars Committee, state
the difference and reason): None.

2. In case of any objection or reservation of any mentb the resolution of the Compensation Committél a record or written
statement in place, please state the date, pgrniodpsal content, opinions of all members and #relling of the opinions of the

members:
Objection or reservation
Compeqsatlon Content of the motions and subsequent actions taken of the members. ofthe
Committee Compensation
Committet

Report on managel job changes and thesalaries and remuneratic None
1. The remuneration distribution to the companyrsators and

None

employees for 201

4th term

5th session of the

March 24, 2020

Opinions of the Compensation Committee: N

Resolution of the Compensation Committee: All thenmbers present agreed and approved, and
submitted it to the board meeting for discus:

The company’s handling of the opinions of the Conga¢ion Committee: All the directors presen
agreed and approv.

—

4th term

6th session of the

August 6, 2020

1. The distribution of employees’ remunerationtte tompany’s
None
managers for 201
2. Manager's salary adjustment pl None
3. Reuvision of the company’s “Compensation Comraitte
o None
Organization Rules

Opinions of the Compensati Committee: Nont

Resolution of the Compensation Committee: All thenmbers present agreed and approved, and
submitted it to the board meeting for discus:

The company’s handling of the opinions of the Congation Committee: All the directors present
agreed and approvt

Note 1: If a member of the

Remuneration Commitesevés the Company before the end of the year, atee af departure should be

indicated in the Remarks column. The actual atteoelarate (%) is calculated based on the number eftimgs of the
Remuneration Committee and his or her actual astecelduring his or her employment.

Note 2: If there is a reelection of the Remunerattommittee before the end of the year, both nedvadch members of the Committee
should be listed, and the date of reelection shbelihdicated in the Remarks column. The attendaateeto committee session
(%) shall be calculated on the basis of the numbsessions held in such period and the actual euesent in the sessions.



(V) Performance of social responsibility and diéfieces from the Corporate Social Responsibility B&attice Principles
for TWSE/GTSM Listed Companies and the reasons:

Items for assessment

Status of operation

Differences from th
Corporate Social

Responsibility Best
Practice Principles

Yes| No Summary for TWSE/GTSM
Listed Companieg
and the reasol
1. Does the company assess the risk of| V Establishing a complete enterprise risk managemesthaism and improving th  No significant
environmental, social, and governancge enterprise’s ability to respond to crises is theessaryfoundation for the sustainalf difference

(ESQG) issues in relation to corporate
operations based on the principle of
materiality and establish policies or
strategies in relation to risk
management?

operation and maintenance of competitiveness of dmeerprise. Wafer Wor
Corporation takes sustainable operation as thmaté goal of emtrprise operation, a
adheres to the corporate vision and long-term maibe responsibility to society.
order to reduce the impact of various potentialrapenal risks and disasters (such
fires and earthquakes), maintain the company’s @rayl protect the rights and intes
of stakeholders, Wafer Works Corporation is activehgaged in crisis response, |
crisis prevention and drills, starting from riskntml and hazard identification,nel
strives to take immediate response measures ifatte of disasters to minimizine|
impact of unforeseen disasters. In order to reatize concept of fulktaff risk
management, each functional unit conducts detailgkl identification based on t
division of labor, and formulates management sgiate and response plans to red
transfer or avoid risks, so as to effectively regltite company’s operational risks.
The company’s risk management policies are asvistio
1. Business Risk Management:
(1) Product diversification: With the expansiontbé& Group, in order to avoid thesk
of excessive concentration of single produitthas always been the company’s

to find niche products and continue to deepen fieation. In addition to focusin

on improving the performance of key materials discretes to widen the gap w
competitors, the company also actively developgpge-and MEMS related produd
After years of R&D and efforts, the new productit2h EPI wafer also obtain
customer certification and began mass production.

Customer diversification: Actively develop nesmstomers and newpplications|
The custorer bases are distributed in Europe, America, Japamnyan, China an
the Asia-Pacific region and are all internationalignowned IDM and OE]
manufacturers, and the source of revenue is natsrdrated in few customers.
Diversification of suppliers and control of maiaw material source®ecentraliz
procurement sources to ensure the supply of ravennalt and to redre the risk g

)

®3)

pSt
pre-

uce,

centralized procurement. Perform slier evaluation and assessmeinnually td




Items for assessment

Status of operation

Differences from th
Corporate Social
Responsibility Best
Practice Principleg

Yes| No Summary for TWSE/GTSM
Listed Companieg
and the reasol

reinforce the cooperative relationshigth suppliers, and to effectively grasp
status of suppliers.

(4) Division of R&D and production: In order to doruously obtain new technologi
and new materials and meet new market demands, B&production units af
separated to avoid waste of resources and unbalapgdication.

(5) Development of strategic alliances: In responsemiarket trends and indus

2. Economic Risk Management:

1)

)

®3)

changes, actively seek strategic and investmentngmsy develop flexible arn
diversified strategic alliances, new technologiesl anew products, and expa
production capacity.

Exchange rate and interest rate risks: The emyip main revenue currency is
dollars, and there are constantly net assets id&idrs. A significant dgreciatior
of the US ddar will have an adverse effect on the financiadation. The compar
keeps track of its foreign currency positions i6 dollars, Japanese yen, etc.,
exchange rate changes; in addition to adopting nateiral hedging methodf
balancing foreign cuency assets and liabilities, appropriate measaresaken t
reduce the exchange rate risk. The interest ralemiainly comes from lontgrm
liabilities incurred from supporting operations amdpital ependitures. Th
company appropriately arrangéahility durations and a fixes or floats interestey
in order to reduce the interest rate risk.

Inflation: The impact of inflation on the profand loss of the Groufs unclea

currently. The Group will closely observe pricectiuations. In addibn to adjustin

the selling price and improving the manufacturingpgess and saving cost,
company will also move towards the goal of deveigpialue-added products.

Credit risk: Carefully select the counterpaatyd evaluate customer credit ltsnang

contract terms in accordance with the company’'slitnegulations and customn

financial business conditions to e the possibility of default or delay
settlement after the payment or contract is signed.

(@) Creditor's rights receivable: Evalte and control customer credit lim
implement followup payment collections, and regularly evaluatevadlaces fo
bad debts, so as to prevent customer credit prablieom affecting normg
operations.

(b) Financial institutions: Bank borrowings wifinancial institutions with goqg
credit only, so as to prevent the financial insiitns’ own problems frof

affecting nornal operation:




Items for assessment

Status of operation

Yes

No

Summary

Differences from th
Corporate Social
Responsibility Best
Practice Principleg
for TWSE/GTSM
Listed Companieg
and the reasol

(4) Liquidity risk management: Promptly diversifindncing channelgflexible use o
capital increase in cash, contiele bonds, bank loans, etc.) to avoid any si

emergency from causing the short-term asset vallee tinsufficient to meet shoyt-

term liability payments or unexpected capital afs; expand the busige to avoi
the concentration of transaction ctenparties in few major customers, and req

the risk of not completing the transaction at tesikd time due to customer factars.

(&) Budget preparation: The management team ionsfige for preparing long-

term and short-term budgets, materializingufe operating policies, guidelir]
and detailed operations, and regularly analyzirgy differences between f{
budget and actual implementation results.

(b) Fund management: Short-term funds shall notidel for long-term use, sia
flow is monitored atiny time, and bank lines are maintained to be neidhar
the monthly revenue to ensure liquidity; increalse tatio ofown funds b
increasing capital and issuing convertible corpofadnds to reducéne deb
ratio.

(c) Investment management: The company’s lg: investment or strateg
investment is focusing on lortgrm development; therefore, it does not inv
liquidity risk. The use of short-term funds is mgibased on the time depos
to reduce liquidity risk. The company regularly kexdes the market capi
situation and bank interest rates, prudently dedtesn the method
fundraising, evaluates medium and ldegn investment benefits, activ
cooperates with business units to seek strategiets and pnmptly handle
non-core investment projects to strategically rejda@nsfer or avoid risks.

3. Legal Risk Management:

The customers of Wafer Works Corporation are disted all over the world, anits|
business scope covers major countries on all cemtsn \Wafer Works Corpation ha
always been paying close attention to any changpslicies and laws that will affect t
company’s business or financial status, so as toddiately discuss thievel of impac
and make operational adjustments in compliance haitls and reglations. In addition,
special legal unit and professionals together witternal legal consultants are avail
to review various contracts and provide legal aelviend asistance to variol
departments, and take relevant countermeasuresltice related legal risks.

The company also arranges relevant internal anerreatt legal compliance training
courses to familiarize the employees with the tai@ss and regulatia and update ti
content of wak regulations in responsto legal changes, so to ensure that th




Items for assessment

Status of operation

Yes

No

Summary

Differences from th
Corporate Social
Responsibility Best
Practice Principleg
for TWSE/GTSM
Listed Companieg
and the reasol

employees practice and abide by all laws and réigakfrom top to bottom.

4., Operational Risk Management:

(1) The internal control system and standard opeygtrocedures are establed fo
various operations, and ISO-related qyamanagement system and environme
management system verifications have been passed.

(2) Establish an internal controkystem, quality management, environme
management and other audit systems, and implemeittv@ork by reévant interng
audit units.

(3) Conduct the internal control system audit aalf-assessment every year to ch
whether relevant operational ki are controlled by reasonable operati
procedures.

(4) Implement training, and continue to implemetigh standard of professial ethic
and culture through training and promotion; the pany regularly arranges traini
plans or courses for emplegs so that employees can incorporate the coné
operational risk into daily management.

5. Environment, Safety and Sanitation Management:

Based on the concept of sustainable business agpgratherence to the responsibility

protecting the environment and energy resources,easuring the safetynd health o

employees, Wafer Works Corporation conducts detadesessments dll possiblg

emergencies, natural disasters, environmental itapaod work risks, and has
comprehensive countermeasure plan and process.

6. Information Security Risk Management:

The company has formulated the information and camication security polig

management measures and related operating ruldsthenlT unit is responsible f

implementing the risk assessment amalysis of the establishment of information

communication security regulations. The system’'susty reqiirements researg
maragement and protection are strictly implementedhsy IT unit and evaluated &
handled jointly with related business wifThe company’s audit unit conducts reg

and irregular audits and reviews, and report tdotberd of directors on a regular basis,.

The information security committee of Wafer Workor@oration is chaired a
convened by the President. The committemminers include supervisors of product
sales, technology, human resources, industrialtysatpiality assuance, finance ar
accounting and IT, and information security committeeetireys are held on a regu

basis and at the times of major abnormres. Training courses are organized and




Items for assessment

Status of operation

Differences from th
Corporate Social

Yes

No

Summary

Responsibility Best
Practice Principleg
for TWSE/GTSM
Listed Companieg

and the reasol

information security policy appears on the computeot login scren to enhang
employees’ information security awareness.

Strictly implement information security managementeasures and strength
information security system protection:

1)

)

@)

4)

()

(6)

(7

8

9)

Promote the information security policy to eoydeson a regular basis, @
maintain information segity and the company’'s business confidenti
responsibility.

Regularly test the security control mechanidnthe mmputer network system a
emails, including firewalls, anti-virus and antiighing settings and bug fixesr
prevention of junk mail and malware intrusion.

Security protection of important application systeetvers; other than the secu
mechanism of account and password identificatiom,remotelogin is directly
provided to prevent illegal users from loggingarthe host for theft or sabotage.
Control of software downloads; the use of unautteatisoftware is prohibited.
free software is downloaded from the Internet, itstrbe authorizk by the networ
administrator, tested and scanned beforehand,amdrdy be istalled and execut
after it is confirmed safe.

For confidential and sensitive data files, mopccess control is germed, an
system modification records are kept for import#ata error corrections.
Formulate computer asset management measusés] endpoint antidrus softwarg
and deploy information security monitoring progrants control and redu
information security risks.

Regularly check the notification mechanism ofajon abnormal events d
information and communication sedyriincluding appropriate operating proced|
and the division of powers and responsibilitiesh# network is found tbe invade
or suspected of being invaded, it will be dealtwithmediately in accalance witl
the operating procedures with necegsactions taken, and will be reported to
responsible person immediately.

Establish online backup software to prevéne company’'s key system fr
crashing, and perform regular drills to ensure Kegt systems can resumertorma
operation within a reasonable period.

Information security insurance has not been puegtha®t as information secur
insurance is a new type of insurance, with the renste coverageand clain

fo

evaluation not yet crified. A maintenance coract has been signedth hardwar




Items for assessment

Status of operation

Yes

No

Summary

Differences from th
Corporate Social
Responsibility Best
Practice Principleg
for TWSE/GTSM
Listed Companieg
and the reasol

and software vendors to prevent interruption abiinfation system services.

All departments of the company ruduct risk assessments for the businesses the

responsible for, and the assessment process il@asd:

(1) Hazard identificationidentify risks/events that may have an adverse anoa
operation objectives.

(2) Risk assessment: Assess the degree of haime oisk of the adverse event.

(3) Risk response: Assess possible countermeaswawding to the gssible harn
caused by the risk.

Other than the above, Wafer Works Corporation oo to promote business contin
management (BCM), and based on the risk assessrestits, continues to condf
business continuity management for high-risk situst such as fires, earthakes an
information security incidents with a high degrdeisk. In response to severe floods
earthquakes in the mainland in 2020 which mighbive inland transporteon and resu
in a shortage of raw materials for Wafer Works @ogtion and ths an interruption i
the production chain, BCM drills for key material®re carried out within the facto
and the backup and control of the supply chainef katerials &s been strengthert
accordingh.

2. Has the Company set up a full-time
(part-time) unit to promote corporate
social responsibility, together thisenio

management authorized by the Board of

Directors to handle related matters and

report to the board aihe handling of th
matters?

In order to actively implement corporate sociapmssibility, Wafer Works Corporatiq
has established a corporate social responsibibityjnoittee, with the Rsident as th
chairman, and the management as the committee menf®egular metings are he
every year with the executive secretary (admintistaunit) responsible for coordinati
relevant work, with an aim to meet the balancenefénvironmenthie international trer
of the development of society and corporate goveraatte responsibility of improvin
the quality of life of employees, communities, aatiety, and to promote the compar
competitive advantage. The company’s corporateasaesponsibility report must |
issued after being reviewed by the chairman ofbiberd. A total of four meetings we
held from 2018 to 2020, and the average attendatesf members was 92

No significant
difference

3. Environmental Issues

(1) Has the Company set up an approptjiaté

environmental management system
based on the characteristics of its
industry?

(2) Is the company committed to enhand

(1) Continue to pass 1ISO14001 and 1SO45001 valityification.

(2) The Industial Safety Office continues to promote projectstsas “Waste

No significant
difference

No significant
difference




Status of operation

Differences from th
Corporate Social

Items for assessment

Yes

No

Summary

Responsibility Best
Practice Principleg
for TWSE/GTSM
Listed Companieg

and the reasol

the utilization efficiency of resources
and using renewable materials that 3
with low impact on the environmenta|
impacts?

3
and future potential risks and
opportunities of climate change on th
Company and take actions to related
issues?

(4) Did the Company produce statistics
the GHG emissions, water

Does the Company assess the pres¢n¥/

e

bnV

consumption, and tal waste in the las

@)

(4)

Reduction” and “Cutting Fluid Recycling” for wasteduction at the source and
circular economy. The company participated in tHsifichu Science Park Excelle
Enterprise Award for Material Reduction and Circltzonomy by the Ministry of
Science and Technology” organized by the Hsincharee Park’s Administration
Bureau in 2020, and won the Excellent Award of téam

Wafer Works Corporation has identified and gmedl possible operational risks a
potential impacts, and proposed counter strategimsthe established risks, we ha
established a monitoring and control mechanisrmaduition, the new climate
change-related regulations may lead to a significemmease in overall energy cos

Physical climate risk:

Climate changes may increase the frequency andisewé climatic disasters su
as storms, floods and droughts, which will causpaicts @ our operations al
supply chain, such as water shortages or inteongtin the supply of raw materia
Wafer Works Corporation believes that opportunitiesst come with the challen
of climate changes. Both the Yangmei and the Landtctory have btained
ISO50001 energy management certification, andaaititinue to implement kevan
energy-saving and carbeaduction measures to adapt to and mitigate cli
change.

Risks and Opportunities of Water Resources:

In view of the risks and opportunities of water ishge in the factyr, the compan
also continues to evaluate the arpion of the factory’s reclaimed water recyc
system, in the expectation that the water flowimg ithe factory can beeused, thy
reducing water consumption and reducing environalémtpact, and optnizing the
water resources management and water supply maeagsgstems.

Risks and Opportunities of Power Resources:

Green energy is an inevitable global trend in titark. The company also contin
to evaluate the installation of solar power genenasystems in the faaty, ang
hopes that cleaand clean energy can be used for part of the iateriectricity tg
reduce greenhouse gas emissions.

The company adheres to the goal of sustairddlelopment, and conducts self-
inspection every year in response to greenhousangastory requirements. All

hd No significant
wve difference

»

No significant
difference

units are required to continue formulating en-saving and carb«reduction plan:
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two years? Has the company each year; in addition, the company is activelyesting in production, energy-
established policies for energy saving, waste reduction and other measures toreantd move towards green
conservation, carbon reduction, GHG production. Wafer Works Corporation already hasmglete waste treatment and
reduction, water conservation, and recycling mechanism. General waste is transpodehle government-designated
waste management? incinerator by a qualified waste removal and tramntgtion company. Business sig
such as sludge and oil sludge are classified, atelieand delivered to a local
qualified waste disposal company. The waste of Wiferks Corporation, based ¢n
the disposal method, can be divided into resourmstevand general business wagte;
the incineration method is adopted for generalr®ss waste, and the recycling
method is adopted for resource waste.
The company spares no effort in prating energy conservation, carbon redug
and greenhouse gas reduction, and actively makderWwéorks Caoporation “the
world’s top green solution company” to achieve tigon of “world-class electron
material supplier

4. Social Issues

(1) Does the company have the relevant V (1) The company regularly revises or formulatesitiernal management measures and No significant
management policies and procedures systems in accordance with relevant domestic lamdsragulations and in difference
stipulated in accordance with the compliance with international human rights centions, in order to improve interr
relevant laws and regulations and management policies and procedures to be in litle niernational standards.
international conventions on human
rights?

(2) Has the company established and \% (2) The company formulates a reasonable salaryemdneration policy in accordange No significant
implemented reasonable employee with the provisions of the Labor Standards Act ehiking into account the salary difference
welfare measures (including level and welfare measures of the same industrg.sehary and remuneration of
remuneration, leave, and other bene employees include monthly salary, cash bonus issuedployees on quarterly
and appropriately reflected business settlement of operating performance, and employessuneration paid by the
performance and achievements in the company based on its annual profitability.
remuneration for employees?

(3) Does the Company provide employges/ (3) Employees are the company’s important asseddeM¥Vorks Corporation promisgs  No significant
with a safe and healthy work to provide a safe, comfortable and healthy worléngironment, conduct risk difference
environment, and provide safety and assessments on the employees’ working environraadtconduct a working
health education to employees environment inspection every six months to idemntigk sources and take
regularly? appropriate countermeasures. Every year the comgargdules emergency drills

and training courses, which include knowledge foemency response, equipment
wearing and application and ergency drills, so that employees can un@nd the
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(4)

®)

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

With regard to customer health and
safety, customer privacy, marketing,
and labeling of products and service
does the Company follow relevant la|
and international standards, and
formulate relevant consumer protect
policies and complaint procedures?

(4)

®)

emergency procedures and handling methods whenrabhoonditions occur,
thereby reducing the possible harm and loss caused.

For new employees, 3-6 hours of tragicourses for new employees and ge
training on hazardous materials and hazardous mkstewill be provideg
immediately on thdirst day of reporting to work. Wafer Works Corptioa has ng
established a labor union, but has a factory odoupel safety and healf
committee, which holds regular meetings on a qudgrteasis to discuss safety g
health-related matters, selecabdr representatives in accordance with the law|
provides formal channels for face-to-face commuibcabetween manage ang
employees on safety and health issues as welltameksharing of safetynd healt
management experience.

In order to impove employees’ awareness of health management wig
conductive for the establishment of a preventivacept for early dtection o
physical abnormalities to reduce the risk of disgd¥afer Works Corpation ha
implemented the following activities ithe factory by cooperating with heg
agencies: blood donation, massage service by theally impaired, preventi
health service (flu vaccination) and cancer scregni

The company has established a learning mapnigloyees at all stages, including
basic training for new recruits, newcomer coactdangd apprenticeship, on-the-job|
training by work process, professional trainingdepartment, cross-
department/process training, quality training, nggamaent training and self-growth
training, in the hope that employees can receiveprehensive training in career
planning and apply the knowledge proficiently ie tiorkplace.

The company and related personnel of the copnfmlow relevant laws and
regulations and international standards regardirsgoener health and safety,
customer privacy, and marketing and labeling ofipais and services to ensure t
transparency and safety of information about prtgland services. Protection
policies for the rights of consumers or other stetders are formulated, publicize
and implemented in operational activities to préyenducts or services from
directly or indirectly harming the rights, healthdasafety of consumers or other
stakeholders. Where there are sufficient factsterthine that the company’s
products or services are likely to pose any haiattle safety and health of
consumers or other stakeholders, the company @naltinciple, recall those
products or suspend the services immediately.

nd

No significant
difference

No significant
difference
he

d
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(6) Whether the company has supplier

management policy and requests
suppliers to comply with environmen
conservation, occupational safety an
health or labor rights and their
implementation.

I

[oX

(6) During the evaluation of new suppliers, Waléorks Corporation requires upstre
suppliers to comply with RoOHS requirements, natioegulations, relevant
manufacturers’ industrial safety qualificationsQI&quirements, and standard
requirements such as attaching hazardous substanoc&incements and graphics
the goods. In addition, manufacturers shall propestycle containers and loading
aids, and attach a certificate of no radiationygah; in the “Price Inquiry Form”
and “Order Notice,” the supplier is required to gyrwith the regulations, explair]
in the form above its adherence to the spirit atanable operation, and comply
with the principle of fair trade. The company st$vto require vendors to meet th
requirements of environmental protection, induksédety and human rights; if no
meeting such requirements, they will be rejectatiecluded from the vendor
evaluation work. In addition, in response to in&imnal human rights issues that
have gradually become more important in recentsyesappliers are required to
conduct detailed investigations on compliance vidtimflict-free metals” when the
materials, parts or products purchased containlroetaponents, so as to ensure
all raw materials are acquired through legal chimm@ad ensure that the working
environment is safe, the rights and interests gfleyees are protected and
respected, pollution prevention is implementedh@production process and
products, and social responsibilities are fulfilled
For the waste disposal company, in order to endhatkeall their waste is handled
accordance with the law, mite audits are conducted on all waste disf
companies eery year to ensure that the entrustetste can be properly handle

am No significant
difference

to

11”4

hat

Does the Company refer to
internationally accepted report prepar
guidelines or guides to compile its CS
report or other reports disclosing non-
financial information of the Company?
Have the aforesaid reports been assu
or certified by a third-party verification
agency?

R

red

The Corporate Social Responsibility Report of Watkorks Corporation is written with
reference to the core options of the Global Repgritiative (GRI) Standards of the
Global Reporting Initiative (GRI). The content ixdef the GRI Standards is attached
the last page of this report. The information atatistics disclosed in this report are
group data. The time and amount are expressed iafkDNew Taiwan dollars,
respectively. The 2020 Corporate Social Respoiitsilitleport is to be commissioned t
the Hong Kong British Standards Institution Taivnanch in April 2021 for external
assurance to meet the requirements of the Standarmgsoptions and AA1000AS V3

No significant
difference
to

(@]

type | medium assurance le\ The external insection is currently underw.

If the company has its own corporate socialgasibility principles in accordance with the “Corpte Social Responsibility Best-Practice Princigtas
TWSE/GTSM Listed Companies,” stahe operation status ancfferences from the corporate social responsibjiinciples No major difference

. Other important information that may help to erstand the operation of corporate social respditgib

. Participation in public welfar
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Status of operation

Items for assessment

1.1 Responding to invoice donation, change donati@hcharity material collection: Small change emabices represent great value and infinite hopeus$
accumulate all hopes to promote better social welarvices. We collected invoices and change,tddratotal of 543 invoices and NT$3,370 to theZhao
Group of the Eden Foundation North Resource Ceatet a total of 48 boxes of hand-washing milk ® Xinmiao Correctional Center of Miaoli County.

1.2 Sponsoring community activities: In order ttabish a good relationship with the community, BfaiVorks Corporation adheres to the concept of good
neighborliness and actively participates in comryactivities to enhance the interaction with néigis. For example, the sponsorship of activitieBade
Block and Ruiping Block totaled NT$38,000, and 1dltg were sponsored in the participation in theriMag the Cold Winter activity of Ruiping Block for
the support of community activities and the congéthe concept of caring for the neighborhood.

1.3 Organizing blood donations: With the enthusiagriRoll up your sleeves and donate blood tod&ydfer Works Corporation regularly organizes blood
donations. The latest one was held on NovembedZ),2and all employees of Wafer Works Corporati@meacalled on to donate a bag of blood for a twital
16,500 CC to show the enthusiasm for public welfare

1.4 Massage service by the visually impaired: Toragany co-organized the massage service by thellismpaired with the Taoyuan City Government on
August 28, 2020. A total of 85 employees parti@pan the event, provided job opportunities for ¢isually impaired, and also reduced the pressfire o
employee.

1.5 Caring for the rural elementary schools: O 238, 2020, the employees of the company went taydan Elementary School to accompany the studadtits wf
their schoolwork, games and life, and listen tartggestions and give them care and encouragemetslly 40 Mid-Autumn Festival gift boxes were
presented to all the teachers and students onr8eete28, 2020.

1.6 Caring for the elderly living alone in the ridigrhood: It is inconvenient for many elders in 8&lock, Longtan District to go out, and their dnén are not
able to provide meals as they need to go out t&abnoon. In order to fulfill its corporate sociakponsibility, the company has been providingpdxed

lunches to them Monday throughFriday since Decergb&®.

. Taking care of the environment
2.1 Tree planting activity: The company uses astimnprotect the earth by tree planting to redheecbncentration of carbon dioxide in the atmosplaed slow

down climate change, so as to contribute to thé&r@mment and improve the company’s overall envireninA total of 13 company supervisors participated
the activity.

2.2 Street sweeping activities: In order to givekbim the neighborhood in the community with preattiactions, the company organized neighborhooeging
activities in Ruiping Block and Bade Block on Novesn 14, 2020 and November 20, 2020 to lead thdeats of the entire surrounding neighborhoods to
maintain a clean environment together with compamyployees, in order to cherish the earth’s reseusod contribute to a clean and beautiful community

2.3 Environmental protection beach cleaning adtigitWith the core concept of “purifying the bea&koul” and to contribute to the earth, and atgame time to
“purify the soul” through the process of “beachatiang,” a total of three sessions were held respagton September 20, September 27 and Octobef 25
2020, and a total of 303 employees and their famiynbers were invited to participate. At the same tthe activities enhanced the feelings of Wa¥erks

Corporation’s big family and fulfilled its sociaésponsibilities.
. Talent Cultivation
With the aim of “cultivating semiconductor talefitsy addition to continuously investing in the dudition and capability improvement of internal amdernal
talents over the years, the company has furthppsetkinto the campus and fulfilled the respongipdif cultivating seed talents of semiconductohteogy.
Various industry—academia cooperation activitiesanmplemented in 2020.
“Semiconductor Seeds”: Various indu—academia and internship activities werld with five schools inclding Central University, Chung Yuan Christi
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University, Taipei University of Technology, ancpda’'sHakata Industrial School and Niigata Indus®ighool to begin to cultivate seed semiconducttartts
from the schooling stage, and allow young studenmitsarn in depth about semiconductor-related kedgt and technology during their schooling perardaf
close link with the subsequent development of wiakg talents, actively match talents with employtrogportunities, and focus on the cultivation of

semiconductor technology talents to fulfill corpraocial responsibilities.
In order to cultivate outstanding technologicattas and provide talent learning channels, Waferkg/€orporation participates in the alternativeitany R&D
service, cultivates professional R&D human resarattaches importance to the study and applicafitrasic science, and accumulates R&D experience.

2020 Talent Cultivation and Labor Rights Implementadion Results

Iltem

Implementation Results

Talent Cultivdion

Semiconductor process technology training

Crystal growth technology series and wafer techypkeries (twice a
year)

Semiconductor product quality train

Preliminary and advanced quality series (twicear)

win e

Semiconductor supervis management trainir

HR supervisor manageint course (ore per year

4.6 Sigma training

1. July 2020 — December 2020 Green Belt Class.
2. Process improvement, reduction of unnecessasyeveand cost
reduction

5. Industry—academia cooperation for cultivation of
semiconductor talents — industry—academia/intezinitrg.

National Chin-Yi University of Technology, St. Jéatniversity, Chien
Hsin University and Lunghwa University of Scieneceldechnology (once
a year)

6. Promotion of diversified skills — improvementexhployee
capabilities for possession of three professioatifications
by 30%

The number of employees with three professiondifations is 343, the
number of certification targets is 742, and theedment rate is 46.2%

7. Industry—academia cooperation to cultivate sendactor
talents — factory tour and teaching.

1. Department of Mechanical Engineering, CentralvBrsity on
December 15, 2020.

2. Department of Physics, Chung Yuan Christian ©rsity on December
30, 202C

II. Labor Right

1. Labor-management meeg

Held quartely (four times a yea
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Schools visited and number of visitors in 2020:
Department of Mechanical Department of Physics,
Item Engineering, Central Chung Yuan Christian
University University
Dale of visit December 1 December 3
Nu_mper of About 24 About 12
visitors

8. If the company’s corporate social responsibilégort has passed the verification standardseofdlevant verification agency, state the details:
The company'’s 2020 corpcte social responsibility report is undemg external vrification.

Note 1: If you answer “Yes” to the operations rethtjuestions, please explain the important policategies, measures, and implementations addptexl answer

“No” to the operations related questions, pleagdaix the reasons and explain the plan in adoptiteyant policies, strategies, and measures ifutiee.
Note 2: If the company has prepared a corporat@lsmesponsibility report, in terms of “operatioh#, can be replaced with the method of checking tlorporate

social responsibility report and page index indidat

Note 3: The principle of materiality refers to emrimental, social and corporate governance isstirshvihave a significant impact on the company’ssters and

other stakeholders.



(VI) The company’s performance of ethical corporate mameent and the differences from the Ethical Corgora
Management Best-Practice Principles for TWSE/GT3#led Companies and the reasons.

Status f operatior

Items for assessment

Differences from
the “Ethical
Corporate

Management Beq

Yes | No Summary Practice Principlg
for TWSE/GTSM
Listed Companie
and the reaso
1. Establishment of ethical corporate managemeidypand proposal
(1) Does the company have an ethical corporate geamant policy \% (1) The company has formulated its Ethical Corporat
approved by the board of directors, and clearliestse ethical Management Best-Practice Principles and Ethical
corporate management policy and practice in trestiia Corporate Management Operating Procedures and
regulations and external documents, as well asdah@mitment of Behavior Guidelines which have been approved by the
the board of directors and senior management toefct board meeting. In addition, “honesty hetestablishmen|
implement the corporate management policy? is the priority of the company’s business philospph
which can be found on the company’s website and
introduction.
(2) Has the company established an evaluation nmégringfor the risk] VvV (2) The company has formulated RBA Business Ethics
of unethical behavior, regularly analyzed and ex&d the Management Measures which include the prevention|ofNo significant
business activities with high unethical behavisk fivithin the unethical behaviors, behavior guidelines, etc.,thred difference
business scope, and formulated a plan to prevesihiaal training is promoted by the HR unit.
behavior accordingly which at leagivers the preventive measu
for the behaviors in Paragraph 2, Article 7 of tGthical
Corporate Management Best-Practice Principles WEE/GTSM
Listed Companies™?
(3) Does the company stipulate the operating praes] behavior \% (3) Inthe RBA Business Ethics Management Meastines,
guidelines, and disciplinary and grievance systenits unethical company clearly stipulates that all employees raustd
behavior prevention plan and implement them, agdlegly conflicts of interest, and receiving gifts or eta@rment
review and revise the plan? that does not meet the requirements or exceedntite g
prohibited
2. Implementation of ethical corporate management
(1) Does the company assess the ethical corporatagement \% (1) The company has a dedication clause in thehaigee
records of its counterparties and specify the attdorporate contract that states its intention and determimadio N
. i - . . No significant
management terms in the contracts it enters intio them? ethical corporate management. difference
(2) Has the company set up a dedicated unit umdebdard of \% (2) The company’s HR unit is responsible for the

directors to promote ethical corporate managenaert,regularly

(at least once a year) reported to the board ettiirs its ethici

formulation, promotion and supervision of related

operations of the RBA Busins Ethics Manageme

—



Status f operatiot

Items for assessment

Differences from
the “Ethical
Corporate

Management Beq

Yes | No Summary Practice Principld
for TWSE/GTSM
Listed Companie
and the reaso
corporate management policy and plan to preverthics Measures to implement the concept of ethical cagor
behavior as well as its supervision of the impletaton? management. The company is supervised by auditors o
related operations. If unethical behavior occurs, t
unethical behavior, its handling method and follopv-
review and improvement measures should be reptwtgd
the board of directors.
(3) Does the company have a conflict of interest/pntion policy to | V (3) Inthe RBA Business Ethics Management Meastines,
provide appropriate channels for explanation arplémentation?| company clearly stipulates that when employee gt
illegal behavior, they may report it to the chairma
president, audit supervisor or other appropriatsgeel
by email or written report.
(4) Has the company established an effective adoausystem and | V (4) The company has formulated the RBA Busines&kth
internal control system for the implementation tfieal corporate Management Measures and announced it publiclyttas
management, and has the internal audit unit, actwptd the audit unit uses it as the basis for auditing.
assessment results of the risk of unethical behadiawn up
relevant audit plans to check the status of unattiehavior
prevention accordingly, or entrusted an independaditor to
carry out the audit?
(5) Does the company regularly conduct internal extérnal for \% (5) The company’s RBA Business Ethics Management
ethical corporate management? Measures require regular internal training on ethic
corgorate manageme
3. Operation of the company’s accusation system
(1) Does the company have a specific accusatiorremdrd system, | V The accusation channels are stipulated in the coyga|
establish a convenient accusation channel, andraappropriate Ethical Corporate Management Best-Practice Priasigbr
personnel to the accused person? the unethical behavior that has occurred, the agieunits are
(2) Has the company established the standard apg@aocedures for V instructed to review the relevant internal coniydtems and A
. L . : No significant
investigation of accused matters, follow-up measaffeer operating procedures, and propose improvement mesagu difference
investigation and the relevant confidentiality macism? prevent the same behavior from recurring. In théRB
(3) Does the company take measures to protecicthesar from \% Business Ethics Management Measures, the compaasiycl
improper treatment due to the accusation? stipulates that when employees discover illegabbih, they
may report it to the chairman, president, audiesuigor or
other appropriate personnel by email or writterore
4. Enhancement of information disclosure No significant
(1) Doesthe company disclose the content and prtion effect olits | V The company has established its Ethical Corp difference

—
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—

ethical corporate management best-practice priegiph its Management Best-Practice Pringipland disclosed it on {
website and MOP¢ company’s websit

. If the company has its own ethical corporate ag@ment best-practice principles in accordance thitEthical Corporate Management Best-Practiaeciies for
TWSE/GTSM Listed Companies, please state the diffegs between its operation and the principles.

For ethical corporate management, the company ktsblshed its Ethical Corporate Management Beattice Principles, Ethical Corporate Manager

Operating Procedures and Behavior Guidelines, RBsifess Ethics Management Measures, Rules of Rioeed the Board Meeting, Organization Bsiffor thg

Compensation Committee, Rules of Procedure of ttewebiolders’ Meeting, internal control system, riné audit system, Operating Procedures for Actjaisio

Disposal of Assets, Operating Procedures for Extengf Loans to Others, Operatifgocedures for Endorsements/Guarantees and OpePRaticedures for Insid

Trading Prevention, which are all implemented icaadance with the principles and norms of the “€ahiCorporate Management Best-Practicen¢iples fo
TWSE/GTSM Listed Compsies.”

. Other important information helpful to understahe company'’s ethical corporate management dapergsuch as the company’s review and amendmetiteof
ethical corporate management best-practice pries)pl

“Honesty in the establishment” isdtpriority of the company’s business philosophychihtan be found on the company’s website and intrtioh. The compar
has formulated its Ethical Corporate Management-Beactice Principles and Ethical Corporate Manag@n®perating Procedures and Belor Guidelines whic
have been approved by the board meeting. In addlitiee company has formulated the RBA BusinesscEthianagement Measures and announcedhiticly, ang
has a dedication clause he purchase ntract that states its intentiond determination on ethical corporate manager

(VIl) If the company has formulated the corporatesgrnance code and related regulations, disclesmquiry method:

The regulations related to corporate governancedesaosed on the company’s website — Investor tRelaArea
(http://www.waferworks.com).

(VIII) Other important information which may imprevthe understanding of the operation of the comigaogrporate
governance: Please see the company’s website stomielation Area (http://www.waferworks.com).



(IX) Internal control system execution status
1. Statement on Internal Control

Wafer Works Corporation

Statement on Internal Control
Date: March 25, 2021

Based on the self-assessment results, the comgaelyhdeclares its internal control system in 2820

follows:

1. The Company is aware that the establishment, eeciand maintenance of its internal control
policies are the responsibilities The Company’sra# directors and managers. These policies
were implemented throughout The Company. The per$o provide reasonable assurance on
the achievement of operating effectiveness andieffcy (including profits, performance, and
assets safeguarding), reporting matters with rdilgb timeliness, and transparency, and
compliance with the relevant law and regulations.

2. Internal control policies are burdened with limibas. No matter how they are robustly designed,
effective internal control policies merely providsasonable assurance to the achievements of the
aforementioned three goals. Furthermore, enviromahemd situational changes may affect the
effectiveness of internal control policies. Furthere, environmental and situational changes
may affect the effectiveness of internal contrdiges. However, self-supervision measures were
implemented within The Company’s internal controligies to facilitate immediate rectification
once procedural flaws have been identified.

3. The company judges whether the design and impletientof the internal control system are
effective based on the judgment items for the @&ffeness of the internal control system as
stipulated in the “Regulations Governing Establishimof Internal Control Systems by Public
Companies” (hereinafter referred to as the “Reguiat). The judgment items adopted from the
“Regulations” consist of five major elements, eaelpresenting a different stage of internal
control: 1. control environment; 2. risk evaluatiamd response; 3. procedural control; 4.
information and communication; 5. supervision. Eatément further contains several items.
Please refer to the “Regulations” for details @& iiems.

4. The company has adopted the internal control sygidgment items in the preceding paragraph
to evaluate the effectiveness of the company’srmale control system in both design and
implementation.

5. Based on the evaluation results of the precedinggpaph, the company believes that for its
internal control system (including supervision andnagement of subsidiaries) as of December
31, 2020, including the understanding of the effectess of operations, the extent to which
efficiency goals are achieved and the reportingeliable, timely, transparent and in compliance
with relevant laws and regulations; the design iamglementation of the relevant internal control
system is effective, and can reasonably ensuradhievement of the objectives above.

6. This statement forms part of the main contentshefdompany’s annual report and prospectus,
and shall be disclosed to the public. Any misregméstion or concealment of the aforementioned
disclosures shall be liable to violation of Artigl€0, 32, 171 and 174 of the Securities and
Exchanges Act and the legal consequences thereof.

7.  This statement was approved by the Board of Direatotheir meeting held on March 25,2021,
with all nine attending directors affirming the ¢ent of this Statement.

Wafer Works Corporation
Chairman: Ping-Hai, Chiaopﬂ;ff =

President: Ping-Hai, Chiaopwf“éé{



(X)

(X1)

2. For the CPAs specifically commissioned to reviée internal control system,
the Independent Auditor’'s Report should be disdose
Not applicable, and no CPA has been appointed foofessional review of the
internal control system.

In the last year and up to the publication daite¢he annual report, if the company
and its insiders have been punished in accordaitbehe law, or the company has
imposed penalties on its insiders for violatiorite internal control system, and the
results of the penalties may have a significantactpn shareholders’ rights and
securities prices, then list the contents of theafiees, main deficiencies and
improvement status: None.

Major resolutions of shareholders’ meetings anartdaneetings in the last year and
up to the publication date of the annual report
1. Major resolutions of shareholders’ meetings iamplementation status

Date

Proposal conten Resolutions and implementation st:

2020.6.22

4. Election Item: By-election of one director. 4. Election Item: Elected Director — Nan-

Major resolutions of the 2020 general shareholdaesting:
1. Reporting Items
(1) 2019 Business Report
(2) Audit Committee’s audit report of 2019
(3) Report on the distribution of remuneration i@dtors
and employees of the company for 2019.
(4) Report on the investment situation in the remidl
(5) Report on the work situation of external endarent
guarantee
(6) Letters of Commitment provided by both Wafer
Works Corporation and Wafer Works (Shanghai)
Corporation, the Company’s Subsidiary, for listiog
Shanghai Stock Exchange

2. Recognition Items 2. Recognition Items
(1) Recognition of the 2019 Business Report and (1) The resolution was passed.
Financial Statements (2) The resolution was passed. The
(2) Recognition of the Proposal for Distribution2f19 distribution of NT$919,617,185 cash
Profits dividend to shareholders was
completed on July 31, 2020.
3. Discussion Items 3. Discussion Items
(1) Amendment to the “Rules of Procedure of the (1) The resolution was passed and
Shareholders’ Meeting” announced on the company’s website,
and related operations have been
(2) Discussion on the suggestion to lift the non- carried out in accordance with the
competition restriction on director. resolutions of the shareholders’
meeting.

(2) The resolution was passed.

Yang, Wu. The general shareholders’

meeting by-elected a director for a term

of office from June 22, 2020 to June 26,

2021.

5. Other proposals: Proposal to lift the non-coritipet 5. Other proposals: The resolution was
restriction on new direct. passet
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2. Important resolutions of board meetings
Date Proposal contents Resolutions;r;(tjuimplementatio
1. The remuneration distribution to the companyreaors and employees for 2014. Approved as proposed.
2. The company’s 2019 business report and finastiééments. 2. Approved as proposed.
3. Earnings distribution plan for 2019. 3. Approved as proposed.
4. Plan to change the manager of the Science Panicip 4. Approved as proposed.
5. Issuance of the “Statement on Internal Conwbthe company for 2019. 5. Approved as proposed.
March 24,|6. Revision of the company’s “Rules of ProceduréhefShareholders’ Meeting.” | 6. Approved as proposed.
2020 |7. Revision of the company’s “Rules of ProceduréhefBoard Meeting.” 7. Approved as proposed.
8. The company’s intended endorsement guarantéegabsidiary Wafer Works | 8. Approved as proposed.
Epitaxial Corp.in the near future.
9. By-election of a director. 9. Approved as proposed.
10. Proposal for convening this year's generaledtgiders’ meeting and exercising| 10. Approved as proposed.
voting rights electraically.
1. Intended approval of the 2020 remuneration psapfor the independent auditorl. Approved as proposed.
2. Appointment of the head of finance. 2. Approved as proposed.
3. Appointment of the head of accounting. 3. Approved as proposed.
4. Matters planned to be committed to by Wafer VEq&hanghai) Corp., a 4. Approved as proposed.
subsidiary of the company, for the applicationlfsting on the Science and
Technology Innovation Board of Shanghai Stock Ergea
5. Suggestion to lift the non-competition restdation directors. 5. Except Director Chung-Hou
Tai who avoided participatin
in the discussion and voting
the case according to law, th
resolution was approved as
proposed by other directors
present.
May 6 6. Suggestion to lift the non-competition restdation managers. 6. Approved as proposed.
2020’ 7. Review of the list of director candidates nontédcby shareholders holding morne7.  Except Director Nan-Yang,
than 1% of the company’s shares. Wu who avoided participatin
in the discussion and voting
the case according to law, th
resolution was approved as
proposed by other directors
present.
8. Proposal to lift the non-competition restrictimm new directors. 8. Except Director Nan-Yang,
Wu who avoided participatin
in the discussion and voting
the case according to law, th
resolution was approved as
proposed by other directors
present.
9. Addition of the agenda for this yes general shareholders’ meet 9. Approved as propose
1. The distribution of employees’ remunerationtte tompany’s managers for 2019. Except Chairman Ping-Hai,
Chiao who avoided
participating in the discussio
and voting of the case
according to law, the
resolution was approved as
August 6, proposed by other directors
2020 present.
2. Manager’s salary adjustment plan. 2. Approved as proposed.
3. Reuvision of the company’s “Compensation Comraitieganization Rules.” 3. Approved as proposed.
4. Revision of the company’s “Organizational Rutasthe Audit Committee.” 4. Approved as proposed.
5. Formulation of the company’s “Board PerformaRealuation Measures.” 5. Approved as proposed.
6. The company intends to handle a RMB60,000,00@=sement guarantee for itg 6. Approved as proposed.
subsidiary Zhengzhou Airport Economy ze WaferWorks Technology Cor
November| 1. Purchase of liability insurance for directorsl amanagers. 1. Approved as proposed.
5,200 |2. Proposl of thecompany’s 2021 audit ple 2. Approved as roposec
December 1. The company’s 2021 budget revievx_/ proposal. 1. Approved as proposed.
24. 2020 2. The company’s assessment of the independenceoamgetency of the 2. Approved as proposed.

independent auditor for 20:
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The total amount of equity of reinvestment basges acquired or disposed of 1
the company in 2021 does not exceed the limit o$50D million, and the Audit
Committee is authorized to revie

Approved as proposed.

March 25,
2021

PowbdpE
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. Suggestion for the shareholders’ meeting to ahtiea articles of association of

. Revision of the company’s “Rules of Procedurthe Board Meeting.”
. Election of the company’s directors of the li@tm.

. Proposal to lift the non-competition restriation new directors.

. Proposl for convening this year’'s general shzolders’ meeting

The company'’s distribution of remuneration teediors and employees for 202
The company’s 2020 business report and finasti@éments.

Earnings distribution plan for 2020.

Supplementary appointment of the members o€tmpensation Committee of
the fourth term.

Issuance of the “Statement on Internal Conwéthe company for 2020.

the company.

Revise the company’s “internal control systemd éinternal audit system.”
Revision of the company’s “Endorsement Guara@tgeration Procedures.”
Revision of the company’s “Rules of Proceduréhef Shareholders’ Meeting.”

9

10.
11. Approved as proposed.
12. Approved as proposed.
13. Approved as foposec

Approved as proposed.
Approved as proposed.
Approved as proposed.
Approved as proposed.

Approved as proposed.
Approved as proposed.

Approved as proposed.
Approved as proposed.
Approved as proposed.
Approved as proposed.

(XII) Different opinions of directors on importargsolutions passed by board
meetings, with records or written statements icgla the current year and up

to the publication date of the annual report: None.

(X11) A summary of the resignation of the compasighairman, president, accounting
supervisor, finance supervisor, internal audit super, corporate governance
supervisor and R&D supervisor in the last year amdf the printing date of the

annual report:

Title Name Date of taking office Date of dismissal Reason dfor r_esignauon qr
ismisse
Transferred to the Chiel
Head of Jui-Yuan Financial Officer positior]
Finance and ’ July 1, 2014 May 6, 2020 P
Accounting Mao of Waf_er Works .
(Shanghai) Corporatic
V. Disclosure of the accountant’s fee:
Name of CPA firm Name of CPA Audit period Remarks
. . . January 1, 2020 —
Ernst & Young Hsiao-Chin, Lg Mao-Yi, Hong December 31, 02C
Fee item Audit fee Non-audit fee Total
Amount scale
1 | Less than NT$2,000 thousand \Y
2 | NT$2,000 thousand (inclusive) — NT$4,000 thousand
3 | NT$4,000 thousand (inclusive) — NT$6,000 thousand
4 | NT$6,000 thousand (inclusive) — NT$8,000 thousand \Y \
5 | NT$8,000 thousand (inclusive) — NT$10,000 thousand
6 | More than NT$10,000 thousand (inclusive)




VI.

VII.

0]

If the non-audit fee paid to the independent audite independent auditor’s firm
and its affiliated companies is more than one-tooftthe audit fee, disclose the
amount of the audit and the non-audit fee and dméent of the non-audit service:
None; please refer to the following table for distai

Disclosure of the accountant’s fee:
Unit: NT$ thousan

Non-audit fet
Industrial
Name of . and Human CPA audit
CPA firm Name of CPA| Audit fee iyst_em commercig resourg Others Subtota period Remarks
esign | e (note 2)
registratiol
January 1, | The other
Ernst & | Hsiao-Chin, Lo 2020 - |are mainly
Young | Mao-Yi, Hong 7,150 0 245 0 488 733 December 31jreimburse
202( expense:
Note 1: If there is any CPA or CPA Firm being regld in current year, the auditing period shouldhbiéicated separately and
the reason for such replacement should be detailge remark column; also, the information regagdhe audit and
non-audit fee paid should be disclosed.
Note 2: Non-audit remuneration should be listecasgely by service category. If the “Other” catggamounts to 25% of total
non-audit remuneration, then services must belddtai the remarks column.

(1) If the accounting firm is replaced and the auel paid in the year of replacement
Is less than the audit fee in the previous yeacldse the amount of the audit fee
before and after the replacement and reasonsdartthnge: Not applicable as the
company did not change the accounting firm in 2020.

(111) If the audit fee is reduced by more than 10% ftbenprevious year, disclose the
amount reduced, proportion and reasons for thecteuhu Not applicable.

Information on the Change of CPA

() About the previous CPA:

Not applicable as the company did not change th& iGRR2020.

(I)  About the succeeding CPA:

Not applicable as the company did not change th& iGRR2020.

(Il) Former auditor’s reply to Item 1 and 2-3, @bagraph 6 of Articles 10 of The
Guidelines: None.

The company’s chairman, president or managecharge of financial or accounting

affairs who has worked in the firm of the indepamtdeuditor or its affiliated companies
within the last year: None.



VIII. Equity transfer and equity pledge by dire@pmanagers and shareholders with a
shareholding ratio of more than 10% in the last el up to the publication date of
the annual report:

() Equity transfer and equity pledge by directamgnagers and major shareholders

As of April 30, 2021
2020 (book-close datef the shareholde
. meeting
Title Name
Increase rl‘lncrease (decreasg) Increase | Increase (decreaspk)
(decrease) in in No. of Pledged| (decrease) in in No. of Pledged
No. of Share Share No. of Share Shaes
Chairmai  |Pinc-Hai, Chiac 0 0
Fon Tain Belon Co.,Ltd.
Director (dismissed on June 22, 0 0
2020
. Nan-Yang, Wu (taking
Director office on June 22, 202 0 0
Directol Zher-Tu, Liu 0 0
HUA ENG WIRE & 0 0
Director CABLE CO"I.'tC -
Representative: Min- 0 0
Shiang, Lit
Directol Chun¢-Hou, Ta 0 0
Hitech Holding (BVI)
0 0
Director Corp - -
Representative: Tai-Yuan, 0 0
Wanc
Dong-Sing, Wuu
:;i(::gi?dem(zcgzrfissed on January 28, 0 0
:;i(::gi?denwong-Song, Tsai 0 0
::;‘i?sgi?demFeng-l, Lin 0 0
Manage Hsier-Yuar, Chang 0 0
Manage Kuan¢-Churg, Liac 0 0
Manage Ming-Yi, Chi 0 0
Manage Wer-Chung Li 0 0
Jui-Yuan, Mao (dismissed
Manager |\ May 6, 202 0 0
Lung-Fu, Hsieh (dismissgd
Manager |\ Aoril 30, 2020 0 0
Wei-Lun, Lin (takin
Manager office on May(6, 22%) 0 0
Chia-Yu, Lu (taking office
Manager on May 6, 200) 0 0

(I) The counterparty of the equity transfer is a selgiarty: None.
(1I1) The counterparty of the equity pledge is a relgdy: None.



IX. Information on the top 10 shareholders of tbepany in terms of shareholding are
related parties or spouses or kindred within the: tier under the Civil Code.
April 30, 2021 Unit: share;
If the top 10
shareholders of
the company in
terms of
Shareholding by | Shareholding in th af;::zgmgmg;:;
Own shareholding spouse or minor | name of a third P Remark
) spouses or
Name children party kindred within
the 2nd tier undg
the Civil Code,
their names and
relationships
Shares Sharer_]oldln SharesSharer.]OIdIn Share SShaeh_oldmg Name |Relation None!
ratio ratio ratio
Ping-Hai, Chiao 11,500,849 2.25%| 10,527 0% 0 0% None| None
\Vanguard Stock Index
Account under the custody of
Taipei Branch, JPMorgan 6,744,281 1.32% - - 0 0% Nong None
Chase Ban!
Advanced Starlight Advanced
Integrated International Stock 6,694,685 1.31% ) ) 0 0% Nonk None
Index under the custody of
Chase lank
AUAENGWIRE&CABLE | 4403217 | os8% | - . 0 0% | Nong None
HUA ENG WIRE & CABLE
Co.,Ltd . .
Representative: Chung-Jen, Information not provided by the shareholder
Liu
Fuhua Selected SME Fund 4,066,000 0.80% - - 0 09 neNo None
Fuhua Global Trend Fund 4,000,000 0.78% - - 0 0% oneéN| None
Green Cove Enterprise Inc 3,860,788 0.76% - - 0 0% None | None
Green Cove Enterprise Inc.
Representative: Mei-Yun, Information not provided by the shareholder
Huang
Hitech Holding (BVI) Corp. 3,545,887 0.69% | - - | d 0% | None | None
Hitech Holding (BVI) Corp. . .
Representativ. Ko-Ping, Cht Information not provided by the shareholder
President Securities 3,332,000 | 065% | - . 0 0% | Nong None
Corporaton
JP Morgan Investment
Account under the custody of - 3 557 50g 0.60% - - 0 0% Nong None
Taipei Branch, JPMorgan
Chase Ban

Note 1: All the top ten shareholders should bedistor corporate shareholders, the names of trefsbiders and their
representatives should be listed separately.
Note 2: The calculation of the shareholding rateams that the calculation of the shareholding iatihe person’s own name, the
names of the spouses and minor children, or imémees of others.

Note 3:

Regulations Governing the Preparation of FinariRiggorts by Securities Issuers.

If the shareholders listed above includmli@ersons and natural persons, disclose thatioakhip in accordance with the




X. The total number of shares held in the samevesited enterprise by the company, its
directors and supervisors, managerial officers, ang companies controlled either
directly or indirectly by the company and the congal shareholdings ratio.

Proportion of Overall Shareholding

December 31, 2020 lit: shares; 9
Investment of directors
managers and any
companies controlled
either directly or
indirectly by the

Investment of the compan Comprehensive investmert

Reinvestment business (Note)

compaly

Share |Shareholdingratic|Share|Shareholding rat| Share |Shareholding rat|
Wafer Works Investment Corp. 62,766,226 100% 0 062,766,226 100%
Heli-vantech Corg 500,00( 100% 0 0 500,00( 100%
HuaXin (Shanghai) Technology ¢, Ltd. 0 100% 0 0 0 100%

Note: This is a long-term investment made by thegany by equity method.



Four. Status of Capital Planning
I.  Capital and shares
() Sources of share capital

1. Sources of share capital
Unit: shares; NT$ thousand

Approved capital Paid-in capital Remarks
Month and lﬁ;ﬂgg S tsh Paid itf‘
ear ources of share |propertie
Y (NT$) Shares Amount Shares Amount capital other tha Others
cast
July 199° 1C 500,00( 5,00( 500,00( 5,000 |Establishment equi None
December Capital increase in
1997 10 80,000,000 800,000 76,854,33% 768,54&sh for None | (note 1

76,354,335 shar

Capital increase in
cash for 4,000,000
October 1998 10 200,000,000| 2,000,000 126,966,936 | 1,269 67¢nares and capital
increase from caplta
reserve for

46,112,601 shar

None | (note 2

23,033,064 shares of
April 2000 10 200,000,000 2,000,000 150,000,000 1,500,000capital increase in None | (note 3
cast

Increase of approved

August 2003| pYa 250,000,000 | 2,500,000 150,000,000| 1,500,00( capitd

None | (note 4

Capital increase from
October 2004 10 250,000,000 2,500,000 154,500,000 1,545,000capital reserve for None | (note 5
4,500,000 shar

\Capital increase from

August 2005 10 250,000,000 2,500,000 155,474,219 1,554,742 .
convertible bonc

None | (note 6

Capital increase from
10 250,000,000 2,500,00p 164,077,060 1,640,771earnings for None | (note 7
8,602,841 hare:

September
2005

|Capital increase from

October 2005 10 250,000,000 2,500,000 171,543,698 1,715,43] .
convertible bonc

None | (note 8

February 2006 10 | 250,000,000 2,500,000 172,690,410 | 1,726,0042Pit8l increase from

convertible bonc None | (note 9

|Capital increase from

April 2006 10 250,000,000 2,500,000 173,222,696 1,732,22] .
convertible bonc

None | (note 10

July 2006 10 | 250,000,004 2,500,000 178,580,288 | 1,785,803 2Pital increase from

convertible bonc None | (note 11

Capital increase from

October 2006 10 250,000,000 2,500,000 190,342,415 1,903,424earnings for None | (note 12
11,762,127 shar¢
November | 145 | 50,000,000] 2,500,000 194,187,342 | 1,941 873c2Pital increase from oo | (ote 13)
200¢ convertible bonc
Capital increase from
December conyert_ible bond_s and
2006 10 250,000,000 2,500,00p 209,853,913 2,098,53%apital increase in None | (note 14)

cash for 15,000,000
share

Capital increase fron
convertible bonc

=)

April 2007 10 250,000,000 2,500,000 210,601,038 | 2,106,01( None | (note 15

)Capital increase fron
convertible bond

=

July 2007 10 250,000,000 2,500,000 211,670,560 | 2,116,70¢

None | (note 16|)




Approved capital Paid-in capital Remarks
Month and lﬁ;ﬂgg S fsh Paid itf‘
ear ources of share |propertie
y (NTS) Shares Amount Shares Amouni capital other tha Others
cast
September Capital increase from
SOO? 10 300,000,000 3,000,00p 218,800,569 | 2,188,00¢earnings for None | (note 17|
7,130,009 shar
October 2007 10 | 300,000,000| 3,000,00p 221,330,854 | 2,21330¢-2Pital increase from .0 1 1016 1)
convertible bnds
Capital increase in
February 2008 10 300,000,000 3,000,00p 226,330,854 | 2,263,30%cash for None [ (note 19
5,000,000 shar
February 2008 10 | 300,000,000 3,000,000 226,674,145 | 2,266,741C3Pl increase from o 1 oie 20
convertible bonc
May 2008 10 | 300,000,004 3,000,000 226,698,791 | 2,266,98g-2PItal increase from o (ote 21
convertible bonc
Capital increase from
September earnings for
5008 10 300,000,000 3,000,00p 234,536,385 2,345,3647,603,446 shares and None | (note 22
capital increase from
convertible bonc
December | 1 | 3009 000,000| 3,000,00p 235,111,566 | 2,351,11¢-2Pital increase from ..o | 1510 23
200¢ convertible bonc
February 2000 10 | 300,000,000| 3,000,00p 234,761,566 | 2,347,616-2ncellation of None | (note 24)
treasury stoc
September Capital increase from
5009 10 300,000,000 3,000,00p 256,542,450 2,565,42%arnings for None | (note 25
21,780,844 share
December Capital increase in
2009 10 300,000,000 3,000,00p 273,542,450 | 2,735,42%cash for None | (note 26)
17,000,000 shar
September Capital increase from
5011 10 400,000,000 4,000,00p 281,748,724 2,817,48Tearnings for None | (note 27|
8,206,27. share
Capital increase from
August 2012 10 400,000,000 4,000,00p 286,795,325 2,867,95%arnings for None | (note 28)
5,046,601 shar.
September Capital increase in
5013 10 400,000,000 4,000,00p 336,795,325 3,367,953cash for None | (note 29)
50,000,000 sare:
October 2014 10 | 400,000,000 4,000,00p 335,413,325 | 3,354,133 2ncellation of None | (note 30}
treasury tock
Free allotment of
November | 15 | 400,000,000| 4,000,000 338,413,325 | 3,384,131V Shares with None | (note 31
2014 restricted employee
rights
Capital increase in
January 201% 10 400,000,000 4,000,00p 383,413,325 3,834,133cash for None | (note 32
45,00(,000 share
Cancellation of sharg
August2015| 10 | 400,000,000 4,000,00p 383,173,325 | 3,831,73\Ith restricted None | (note 33)
employee rights for
NT$2,400,001
March 2016| 10 | 500,000,000 5,000,00p 413,173,325 | 4,131,733capitalincreasein |\ o

cash for

(note 34|)




Approved capital Paid-in capital Remarks
Month and lss;liﬂgg Paid in
year (?\|-|—$) Shares Amount Shares Amounit Sourgaesitc; share g{ﬁgretrﬁz Others
cast
30,000,000 shar
Cancellaion of share
September| 4 | 500,000,000 5,000,000 413,085,575 | 4,130,855V restricted None | (note 35}
2016 employee rights for
NT$ 877,50
Capital increase from
May 2017 10 500,000,000 5,000,000 433,784,527 | 4,337,84%onvertible bonds for None | (note 36]
NT$206,989,52
Capital increase from
convertible bonds fo
NT$148,073,920
August 2017| 10 500,000,000 5,000,000 447,705,419 4,477,054Cancellation of sharqf None | (note 37
with restricted
employee rights for
NT$8,865,00
November Capital _increase from
2017 10 500,000,000 5,000,00p 471,615,361 4,716,154convertible bonds fof None | (note 38)
NT$239,099,42
Capital increase from
March 2018 10 500,000,000 5,000,000 480,898,436 4,808,984convertible bonds fof None | (note 39)
NT$92,830,75
30,000,000 shares of
June 2018 10 600,000,000 6,000,0p0510,898,436 5,108,984capital increase in None | (note 4
caslt Or
Note 1:  Approval No: Jing (86) Shang-Zi No. 123700. Note 21: Approval No: Jing-Shou-Shang-Zi No. 097311930.
Note 2:  Approval No: Jing (87) Shang-Zi No. 0871330 Note 22: Approval No: Jing-Shou-Shang-Zi No. 09788280.
Note 3:  Approval No: (89) Tai-Cai-Zheng No. 113917. Note 23: Approval No: Jing-Shou-Shang-Zi No. 09713&0.
Note 4:  Approval No: Jing (92) Shang No. 0920123780 Note 24: Approval No: Jing-Shou-Shang-Zi No. 09808900.
Note 5:  Approval No: Jing-Shou-Shang-Zi No. 093(H330. Note 25: Approval No: Jing-Shou-Shang-Zi No. 09818250.
Note 6:  Approval No: Jing-Shou-Shang-Zi No. 09400440. Note 26: Approval No: Jing-Shou-Shang-Zi No. 09814820.
Note 7:  Approval No: Jing-Shou-Shang-Zi No. 094QI330. Note 27: Approval No: Jing-Shou-Shang-Zi No. 10008210.
Note 8:  Approval No: Jing-Shou-Shang-Zi No. 09401%8D. Note 28: Approval No: Jing-Shou-Shang-Zi No. 10I03620.
Note 9:  Approval No: Jing-Shou-Shang-Zi No. 095C@30. Note 29: Approval No: Jing-Shou-Shang-Zi No. 1088190.
Note 10: Approval No: Jing-Shou-Shang-Zi No. 09500270. Note 30: Approval No: Jing-Shou-Shang-Zi No. 10318210.
Note 11: Approval No: Jing-Shou-Shang-Zi No. 09508790. Note 31: Approval No: Jing-Shou-Shang-Zi No. 103a1270.
Note 12: Approval No: Jing-Shou-Shang-Zi No. 09528590. Note 32: Approval No: Jing-Shou-Shang-Zi No. 10418970.
Note 13: Approval No: Jing-Shou-Shang-Zi No. 09568760. Note 33: Approval No: Jing-Shou-Shang-Zi No. 104A160.
Note 14: Approval No: Jing-Shou-Shang-Zi No. 096D1Z60. Note 34: Approval No: Jing-Shou-Shang-Zi No. 105€8@P0.
Note 15: Approval No: Jing-Shou-Shang-Zi No. 096Ta&P0. Note 35: Approval No: Jing-Shou-Shang-Zi No. 10502220.
Note 16: Approval No: Jing-Shou-Shang-Zi No. 096P6a80. Note 36: Approval No: Jing-Shou-Shang-Zi No. 10682@00.
Note 17: Approval No: Jing-Shou-Shang-Zi No. 096[8610. Note 37: Approval No: Jing-Shou-Shang-Zi No. 10681240.
Note 18: Approval No: Jing-Shou-Shang-Zi No. 09688260. Note 38: Approval No: Jing-Shou-Shang-Zi No. 10688340.
Note 19: Approval No: Jing-Shou-Shang-Zi No. 09 781660. Note 39: Approval No: Jing-Shou-Shang-Zi No. 10702800.
Note 20: Approval No: Jing-Shou-Shang-Zi No. 09741%00. Note 40: Approval No: Jing-Shou-Shang-Zi No. 107T8%970.



2. Stock Type

March 31, 2020Unit: share

Share type

Approved capital

Outstanding shares

Unissued sharf

ES

Total

Remarks

Registered
ordinary shares

OTC listed shares

510,898,436

89,101,564

600,000,000

3. Information related to the collective declaratgystem:
Not applicable, as the company has not appliethicorporate bond collective

declaration system.

(I1) Shareholder structure
April 30, 2021; Unit: shares; '

Sharehold . . Foreign
ructur Government|  Financial Other Individuals | institutions Total

. agencies | institutions | corporations .
Quantity and foreignel
Egggﬁr of 1 8 400 109,288 212 109,909
Shareholding 14 3,156,000 | 52,430,029 400,712,24154,600,152 | 510,898,43p
(share
Ratio of
Shareholding (¥ 0 0.62 10.27 78.42 10.69 100

Note: All TWSE/TPExX/Emerging Stock Market companiissing for the first time are required to dis@o€hinese
investors’ holding interests. A Chinese investder to an individual, corporation, organizatiom,imstitution of
Mainland origin, or any company owned by the abpaety in a foreign location, as defined in Artideof the
“Regulation Governing Mainland Residents’ InvestiriariTaiwan.”

(111) Diversification of Shareholdings

1. Diversification of Shareholdings
April 30,2021; Unit: people; share;

Range f shareholdin No. of shareholde Shareholdin Shareholding rat
1to 99¢ 3171z! 2,868,55:! 0.5€!
1,00(to 5,00( 64,39:! 125,595,09'! 24.5¢!
5,001to 10,00( 7,73%! 61,859,22 ! 12.11!
10,00: to 15,00( 2,041! 25,894,96 ! 5.07!
15,00 to 20,00( 1,39¢! 26,209,60 ! 5.13!
20,00:to 30,00( 1,01¢! 26,131,51! 5.11!
30,00:to 40,00( 43E! 15,805,81 ! 3.09!
40,00:to 50,00( 30C! 14.209,33(! 2.7¢!
50,00:to 100,00( 507! 36654,85: ! 7.17!
100,00:to 200,00( 20z ! 28,069,37 ! 5.4¢!
200,00:to 400,00( 81! 23,316,95! 4.5¢!
400,00:to 600,000 31! 15,775,32 ! 3.0¢!
600,00:to 800,00( 11! 7,594,521 1.4¢!
800,00:to  1,000,00! 16! 14,288,93 ! 2.8C!
More than 1,000,0C 30! 86,624,37 ! 16.97!
Totel 10¢€,90¢! 51(,89¢,43¢€! 100.0(!

2. Preferred shares: Not applicable.



(IV) List of major shareholders (names, shareholdingspaoportion of shareholding of
shareholders with a shareholding ratio of more &4 or the top ten shareholders

in terms of shareholding ratio)
April 30, 2021; Unit: share; %

Name of major shareholc Shares Shareholding | Shareholding ralio
Ping-Hai, Chiac 11,50(,84¢ 225
Vanguard Stock Index Account under the custody

of Taipei Branch, JPMorgan Cse Ban 6,744,281 1.32
Advanced Starlight Advanced Integrated

International Stock Index under the custody of 6,694,685 1.31
Chase Ban

HUA ENG WIRE & CABLE Co.,Ltd 4,495,217 0.88
Fuhua Selected SME FL 4,066,00! 0.8C
Fuhua (obal Trend Fun 4,00C,00C 0.78
Green Cove Enterprise | 3,86(,788 0.7€
Hitech Holding (BVI) Corg 3,54k,887 0.6¢
President Securities Corpoion 3,332,00C 0.65
JP Morgan Investment Account under the custody

of Taipei Branch, JPMorgan Chase B 3,(57,00¢ 0.6(

(V) Information on market price, net value, earningg dividends per share in the last

two years
Currency unit: NT$; thousand shares
o Yeal o019 2020 2021 as of April 40

. Highes 41.4t 49.5( 61.6(
Market Price Per Lowes 20.7F 22.05 37.6(
Average 36.1¢ 37.25 48.7¢
Net value per sharg Before distributio 18.1 17.7¢ N/A
(Note 3) After distributior 16.37 (Note5) N/A
Weighted average shares (in 510,898 510,898 N/A

Earnings per shar thousand share
gsp Before retrospective adjimen 2.41 1.0z N/A
After retrospective adjustme 2.4C 1.01 N/A

- 11
Cash dividend 1.8 (Note 5) N/A
Distribution of retaine .
. Y Y.
Dividends per shargFree sharg earning P p7a N/A
allotment| Stock dividend from DYs DYa N/A
capital reserve

Accumulated unpaid dividendyg  pYa pYa N/A
Price earnings rat 15.0C 36.52 N/A
ROI analysis Dividend Yielc 20.0¢ 33.8i N/A
Cash dividend yield (% 4.9¢ 2.9t N/A

Note 1: The source of the data is the website @fTdipei Stock Exchange.

Note 2: P/E ratio = average closing price per skaréhe current year/earnings per share; dividgalil = average
closing price per share for the current year/cagldehds per share; cash dividend yield = cashdeivd per
share/average closing price per share for the year.

Note 3: Calculated based on the equity attributedtbe owner of the parent company.

Note 4: Earnings per share for the current yeanagative and are therefore not calculated.

Note 5: The 2020 earnings distribution proposal agzoved by the company’s board meeting on Mak;t2@21, but
has not yet been resolved by the shareholders’imgeet



(VI) The company’s dividend policy and execution

1. Dividend policy
The company’s remuneration payment policy is based loem ¢ompany’s
Articles of Association as follows:
Article 29 If the company makes a profit in theageit shall allocate no less
than 5% as employees’ remuneration and no more #anas directors’
remuneration. However, if the company still hasumalative loss, it shall
reserve the compensation amount in advance.
Employees’ remuneration can be made in stocks gir,@nd the objects of the
stock or cash issued to may include employees fifatdd companies who
meet certain conditions.
Article 29-1 If there is a surplus in the compangnnual final accounts, the
company shall first pay taxes and make up for tissds of the previous year;
then after the allocation of 10% as the legal resand allocation or reversal of
the special reserve according to the requiremdrtseccompetent authority, the
balance may be combine with the accumulated easrohghe previous year as
the distributable earnings; except for the partbt retained based on the
business situation, the remaining balance shaleperted to the board meeting
for drafting an earnings distribution proposal tt@rdance with the dividend
policy of this article and submitting the proposalthe shareholders’ meeting
for resolution.
The company’s dividend policy is determined by bHuard meeting based on
the operating plan, investment plan, capital budget changes in the internal
and external environments. However, cash dividdral siot be less than 10%
of the total dividends for the year.
On March 25, 2021, the board meeting passed autesoto amend Article 29-
1 of the Articles of Association, that is, sharelesl dividends shall not be less
than 30% of the distributable earnings in the aurggar, and the distribution
can be made in cash or stock. The amendment wifprbposed to the 2021
regular shareholders’ meeting for resolution.

2. Dividend distribution proposed for the genetareholders’ meeting
The company’s board meeting passed the 2020 eardistyibution proposal on
March 25, 2021, and proposed to distribute a castleshd of NT$561,988,280
to shareholders (NT$1.1 per share). The propodalbeireported to the 2021
regular shareholders’ meeting for resolution.

(VII) Impact of free share allotment to be proposethe shareholders’ meeting on the
company'’s operating performance and earnings @esh

Year| Year 2021
Item (estimate
Paic-in capital at the beginning of the period (NT$ thamd 5,108,98:
Cash dividend per share (N” 1.1
Stock and cash dividends this Free share allotment per share due to capitalasere 0
year (note 1) from earningsshare
Free share allotment per re due to capital increa 0




Year| Year 2021

Item (estimate
from capital reserve (sha

Operating incomr
Proportion of change in the operating income frbm t
same period of the previous year
Income after taxatio
Proportion of change in the after-tax net profinfrthe
same period of the previous year N/A (Note 2)
Earnings per sha
Proportion of change in EPS from the same periadti®
previous year (%
Annual average return on investment (the reciprotal
the annual avera P/E ratio
If the retained earnings | Pro forma earnings per
for capitalization into share (EP<
new shares were
switched to payment of & Pro forma annual average
cash dividend in the full | ROI

Changes in business
performance

N/A (Note 2)

amoun
If there was no ch;rfgr(ggceammgs per

Pro forma EPS and P/E ratio capitalization of Pro forma\annual average N/A (Note 2)
additional paid-in capital ROI 9
If there is no capital Pro forma earnings per
increase from capital share (EP<

reserve and the capital

increase from earnings is Pro forma annual average

distributed in the form of| ROI

cash dividen

Note 1. The proposal has not yet been approvetidoghareholders’ meeting.

Note 2: In accordance with the “Guidelines for Descire of Financial Forecasts by Public Companits”
company does not need to disclose its 2020 finhfariecast information, so it is not applicable.

N/A (Note 2)

(VIIHRemuneration of Employees and Directors

1. Proportion or range of employees’ remuneratioth directors’ remuneration as

specified in the Articles of Incorporation:
If the company makes a profit in the year, it sladlibcate no less than 5% as
employees’ remuneration and no more than 2% astdi® remuneration.
However, if the company still has a cumulative Jo#gsshall reserve the
compensation amount in advance.
Employees’ remuneration can be made in stocks g, Gnd the objects of
the stock or cash issued to may include employéedfibated companies
who meet certain conditions.

2. The basis for the estimated amount of remurarditir employees and directors
in the current period, the calculation basis foe thumber of shares of
employees’ remuneration distributed in stock, amel accounting treatment if
the actual distribution amount is different frone #sstimated amount:

(1) The basis for the estimated amount of remuitgraffior employees and
directors: It is the amount that may be paid basethe company’s Articles
of Association and past experience.



. Remuneration distribution status and resultéadported to the shareholders

(2) Number of shares of stock dividends distributédne.

(3) Accounting treatment when there is a differefmetween the actual
distribution amount and the estimated amount:
If there is a change in the amount of remunerafmmemployees and
directors reported to the shareholders’ meeting, dtiference should be
treated as a change in accounting estimates ard bs the profit or loss of
the following year, without affecting the recogrdzenancial report.

. Distribution of remuneration approved by therdaaeeting

(1) The amount of employees’ remuneration and thret remuneration
distributed in cash or stock. If there is a diffese from the amount
estimated in the year when such expenses are rigedgrthe amount of
such difference, reason(s) and disposal shall $&adied:

On March 25, 2021, the company’s board meetinglvedoto allocate
NT$45,000 thousand as employees’ remuneration arft6/$00 thousand
as directors’ remuneration for 2020,

and all payments are to be made in cash; thisnsistent with the estimated
amount in the 2020 financial report.

(2) The amount of the employees’ remuneration legksin proportion to the
net income in current period and to the total erlygds’ remuneration:

The company does not distribute employees’ remtioeran stock, so it is
not applicable.

meeting

It is proposed to have the company’s 2020 remuingradistribution plan

submitted to the 2021 regular shareholders’ meeting

. The actual distribution of employees’ and dioest remuneration in the

previous year (including the number of shares ihisted, amount and stock
price); if there is a difference from the recogdizemuneration of employees
and directors, state the reasons and handlingedditference:
(1) Actual distribution:
Director’s remuneration: NT$ 7,000 thousand,
Employees’ remuneration: NT$75,000 thousand.
(2) The original distribution of remuneration apped by the board meeting
and the difference:
Director’s remuneration: NT$ 8,000 thousand,
Employees’ remuneration: NT$75,000 thousand.
The difference in the directors’ remuneration is#47000 thousand, which
has been recognized as the profit and loss for.2020

(IX) Shares repurchased by the Company: None.

Handling of corporate bonds

(1)
(1)

Handling of convertible corporate bonds: None.

Information on convertible corporate bonds: None.



(111 Information on corporate bond swap: None.

(IV) Collective declaration of corporate bond issuamimme.

(V) Information on corporate bonds with stock optihione.

1. Handling of preferred shares: None.
IV. Handling of overseas depository receipts: None.
V. Handling of employee stock options: None.

() Handling of employee stock options: None.

(I Names of managers who acquired employee stoc&ropértificates and top ten
employees who acquired the most subscribable sharassuch certificates, and
the acquisition and subscription status: None.

VI. Handling of new shares with restricted employigéats: None.

VII. Handling of new share issuance for merger ro$loare swap with other companies
None.

VIII. Progress on the use of funds

() Contents of the plan:
As of the publication date of the annual reporg finevious issuances or private
placement of securities which have not been comglair which have been
completed within the last three years but the benef the plan have not yet
appeared: None.

(1)  Implementation status
Not applicable.



Five. Overview of Operations
Business Activities
() Business scope
1. Main operations

(1) Research and development, design, productiopoit, direct and re-direct
sales of semiconductors and the materials.

(2) Design, production, import, export, and aftales service of
semiconductor sillicon wafer materials, and proecgssequipment and
components.

(3) The technology transfer and the consulting iservof the products
aforementioned.

(4) All business items that are not prohibited estricted by laws and
regulations, except those that are subject to apapproval.

2. Business ratio
Unit: NTD Thousan

Product/Year The 2020 buiness rati
Amouni Percentge (%
Semiconductor produc 7,42(,464 99.9¢
Other: 1,06t 0.01
Total 7,421,52! 100.0(
3. Products

(1) Semiconductor ingot

(2) Semiconductor Sillicon wafer (single side plodéd wafer and double side
polished wafer)

(3) SOl wafer

4. New products and services in development
(1) 12-inch low resistivity sillicon wafer techngyp
(2) 12-inch low COP sillicon wafer technology
(3) 8-inch ultra-low resistivity silicon polishedafer technology
(4) 8-inch ultra-low resistivity crystal growth teeology
(5) Development for Al/AOI big data automatic me@saent system

(I) Industry overview

1. Macroeconomy and development

(1) International economy

The year of 2020 is with a very low base period tuehe economic recession
caused by the COVID-19 pandemic, and the internatieconomic turmoil caused by
worsening regional trade conflict. Along with theoaomic recovers with the
development of vaccines, governments of variousntms have also continued to
introduce stimulus programs to re-boost the econding generally believed that the



global economy may recover to the level beforedidreak of pandemic by the end of
2021.

The global GDP growth rate had hit the record 02020 due to the impact of the
pandemic and geopolitics. However, the global eoonbad gradually recovered since
the third quarter. Such growth momentum had extemal® the fourth quarter with the
effective convergence for the prediction of extremaeession at the beginning of the
year. According to the latest economic outlook aséxl by IHS Markit in February
2021, global GDP had declined by 3.73% in 2020, thatglobal GDP may grow by
4.97% in 2021 due to the convergence with vacanatt COVID-19 pandemic and the
expected ease of geopolitical tensions, the glGhaP is estimated to grow by 4.20% in
2022. The International Monetary Fund (IMF) alskeased the latest Global Economy
Watch in January 2021 to indicate that the glolsahemic recession was 3.5% in 2020,
which was more converged than the 4.4% declineigiestlin October 2020, mainly
due to the less GDP recession from economies irs¢lsend half of the year. At the
same time, China’s economic recovery was stronde@dvith the large-scale fiscal
subsidies and the quantitative easing monetargipsliaunched in various countries to
support personal disposable income, corporate fgndiources, and credit loans.
Therefore, the economic recovery from economidsetter than expected after the end
of lockdown. The global GDP is estimated to growst§% in 2021...

Gross Domestic Product (GDP) growth rate and Consusr Price Index (CPI)
increase rate

Unit: %
HIS Markit IMH
201¢ | 202C | 2021 (f 201¢ [ 202C [ 2021(f
Global GDF 2.5¢ -3.7¢ 4.97 2.8 -3.5 5.E
CPI 2.6( 2.11 2.4z
USA GDF 2.1€ -3.5C 5.6€ 22 -3.4 5.1
CPI 1.81 1.2¢ 2.1z 1.8 1.5 2.€
Eurozone GDF 1.3C -6.81 3.8( 1.3 -7.2 4.2
CPI 1.2¢ 0.2¢ 1.3( 1.2 0.4 0.
Japan GDF 0.2¢ -5.17 2.2C 0.3 -5.1 3.1
CPI 0.47 -0.02 -0.21 0.5 -0.1 0.2
Republic of China GDF 2.9¢ 3.0€ 4.0t 2.7 0.C 3.
CPI 0.5¢ -0.24 0.91 0.5 -0.1 1.C
China GDF 5.9¢ 2.3¢ 7.6( 6.C 2.2 8.1
CPI 2.91 2.4€ 1.4z 2.8 2.¢ 2.7
Singapore GDF 0.7 -5.7¢ 4.8: 2.C -1.¢ 2.¢
CPI 0.5¢ -0.0¢ -0.4F 0.€ -04 0.2
Korea GDF 2.0¢ -0.94 2.57 20 -1.¢ 2.¢
CPI 0.3¢ 0.5¢ NA 0.4 0. 0.¢
Hong Kong GDF -1.21 -6.21 4.2¢ -1.2 -7.5 3.7
CPI 2.81 0.3¢ 1.3€ 2.8 0.2 2.4

Note: (f) is a predictive value
Data Source: 1. IHS Markit, 2021/02; 2. IMF, 2021/0

In addition, IMF and other institutions have alsada predictions on the growth
rate of global trade volume. It is expected thaenmational trade volume will have a



growth rate of 3.9%—8.1% in 2021 along with thedgiel economic recovery; that is,
the economy would recover from the bottom of 2020.

Global trade volume growth rate

Unit : %
2019 2020() 2021(H
IMF 1.0 9.6 8.1
UN 1.0 -7.6 6.9
QECD Lo -10.3 39
World Bank 1.1 935 5.0
WTO -0.1 -92 72

Note: (f) is a predictive value

Data Source: 1.IMF, 2021/01; 2. UN, 2021/01; 3. @EQ020/12; 4. World Bank, 2021/01;
5.WTO, 2020/10

The international economy remains facing many resks variables that should be
observed continuously, including the situation d\0D-19 pandemic, the regional
trade and technology disputes, the increase ofaglpbblic debt risks, the worsening

financial vulnerabilities, and geopolitics, thalt affect the prospects of the international
economy.

(2) Domestic economy

Although the domestic pandemic precautionary meassuw 2020 were tighter than
the countries in Europe and America, which hadcséi@ the growth momentum of
consumption. However, the domestic job market walsle, the channels for investment,
such as the stock market, was unimpeded; moresgericonductor manufacturers had
risen investment in response to the increasing etadkmand from 5G, automotive,
HPC and the IoT. The increasing investment scalersegd industry’s upgrade to
advanced process, and encouraged the related exgpialiinvest locally; this also keeps
domestic economy under the global supply chainsnstcucted.

However, the exchange rate trend (the depreciatidsS dollar) is unfavorable to
export-oriented industries continuously. The conyfmnprofitability is inevitably
affected by the considerable exchange losses. Tinectbrate-General of Budget,
Accounting and Statistics, Executive Yuan, R.O.TCaifvan) had made preliminary
predication that the economic growth was 3.11% eodsumer prices decrease by
0.23% in 2020; the economic growth will be 4.64%l dhe consumer prices would
increase 1.33% in 2021.

Institutions Prediction to Taiwan’s economic growthrate Unit: %

Year
Economic forecast institlons 2020(f) 2021(f)
HIS Markit (2.2021 3.0¢ 4.0t
ADB (12.2020 17 3.2
IMF (10.2020 0.C 3.2




Directorate-General of Budget, Accounting and 3.11 4.64
Statistics, Executive Yuan, R.O.C. (Taiwan) (2.2

Taiwan Institute of Economic Research (1.2 2.67 4.3(C
Chun¢-Hua Institution for Economic Resrch (12.202( 2.3¢ 3.7
Academia Sinica (12.202 2.71 4.24
Taiwan Research Institute (1220) 2.52 3.52

Data Source: Various institutions
The exchange rate of US dollar to New Taiwan dollaristorical curve (08/2019-03/2021)
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Data Source: Anue.com (3/16/2021)

2. Current status and development of the semicdadiur@ustry

Although the COVID-19 pandemic has affected thebgloeconomy, the overall
performance of the semiconductor industry is bdttan expected due to the demand for
cloud computing, remote work and learning equipm@ctording to the IDC Report for
the applications of global semiconductor, the resereached US$442 billion in 2020,
representing a growth of 5.4% compared to 2019.0RAM and NAND Flash markets
had recovered in 2020 from the bottom of 2019, thedgrowth rates are 4% and 32.9%,
respectively. IDC predicts that the semiconductarkat will reach US$476 billion in
2021, representing an annual growth rate of 7.7%nga with the prevailing of
vaccination and the gradual economic recovery.

The extent of future market recovery will depend a@ocertain extent on the
effectiveness of the economic revitalization plafis/arious governments in stabilizing
the global economy, and the consumer’s confideacel lafter vaccines are popularized,
leading to changes in consumer behavior. It isseeable that certain specific markets are
still growing, including cloud data centers, 5G aadtomotive markets, which are
expected to be crucial to the recovery of the sendactor industry in 2021.

First of all, computing systems, such as PCs amdeseelated semiconductors, had
grown approximately 10.9% in 2020 at an amount &$L62 billion. WFH (Working
from Home) and LFH (Learning from Home) has heljpactease the buying power of
PCs in the corporate and consumer markets. Iniaddthe decentralization of employees
and students from centralized locations also foobesd service providers, telecoms, and



the IT departments in corporations to invest in potimg infrastructure more actively.
IDC predicts that revenue from computing systemisenauctor will grow by 6.3% at an
amount of US$161 billion in 2021.

Furthermore, with the growing penetration rate &f mobile phones, smartphones
had become one of the main driving forces of sendaector's development in 2020.
Although the shipment volume of mobile phone haobged by more than 5% in 2020,
the market demand had shifted to higher cost cliggpted by 5G specifications,
including more memory, sensors, and upgraded RFpoaants that are required for
supporting more frequency following by the commatien protocol; therefore, the sales
of mobile phone related chips had grown about 3% penetration rate of 5G mobile
phones is expected to reach 40% in 2021. IDC piediat the revenues from mobile
phone related semiconductor will grow by 11.4%ragmount of US$128 billion in 2021.

Revenue o) ; ; ; ; Growth Rate
erating income of global semiconductor industr

(US$M) P 9 9 y (YoY)
600,000 20.0%
500,000 15.0%
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300,000
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200,000
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Source: IDC (02/2021)

In terms of automotive market, though the sales draavn in 2020Q3, automotive
OEMs have been facing the production disruptione do the shortage of related
electronic components. The sales of automobileduagmng commercial light vehicles,
had dropped by 14.5% to 71 million units in 2028suiting in an 8.4% decline in
automotive semiconductor revenue to US$37 billiC predicts that the revenue of
automotive semiconductor, excluding the memoryi, gribw by 12.6% in 2021; therefore,
the optimistic progress of the market is expected.

In terms of geopolitics, the United States has bdndhinese technology companies against
entering the US market since the last administnatibe US technology is prohibited from



being exported to China, either. The U.S. goverrirhas also pressured China by charging
high tariffs and exercising the “entity list” measuhowever, Chinese government has also
taken countermeasures against the USA; a trade isvaabout to happen under the
circumstance. Such sales bans had already causeagiothal semiconductor market shift and
had a significant impact in 2020. How the new adstiation of the United States will adjust
its related foreign policies is not yet known, bwill definitely affect the capital investment
in semiconductor industry; and still needs to betiomously observed.

3.The correlation of the upstream, midstream, amvndtream of the

semiconductor industry

Downstream Midstream Downstream
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Data Source: Industrial Technology Research InstftliRI) ITIS plan; compiled by Wafer
Works Corporation (March 2016)

4. Product applications and development trends

The large-scale commercialization of 5G will drittee development of 5G mobile
phones, base stations, VR/AR devices, and ememgapycations, such as, Industry 4.0,
self-driving car, and medical applications. Theethrtechnologies (Enhanced Mobile
Broadband, Massive Machine Type Communications, ditrd-Reliable and Low Latency
Communications) development of 5G will help driveet large-scale commercial
deployment of 5G networks in artificial intelligemcbig data and cloud computing,
including application scenarios of gaming, VR/ARI0A, self-driving cars, smart cities,
industry 4.0, and display for medical applicationSignal attenuation, short transmission
distance of 5G base station, and other shortconforge operators to install at least three
times of 4G base stations to achieve full coveragech will inevitably drive the need for
RF from End Module and RF components for antennautes, and simultaneously
stimulate the demand of RF-SOI wafer. In additidne to the Antenna Massive MIMO
structure and that the power consumption of 5G Istgtons is 2-3 times of 4G, it is
necessary to enhance its Power Supply System wteudturthermore, the LV/IMV Power
MOSFET for the AC-DC/DC-DC converter inside the Edgloud Server is several times
more as well. The new demand of Si-power componeiitsall reflect on the demand of
heavily-doped silicon wafer.

The combination of MEMS/sensor “fusion” with Al amige computing will make
mobile phones, cars, factories, cities, and homester. The demand is for a sensor with



higher accuracy, lower power consumption, smaliee,shigher reliability, higher power
efficiency, and much smarter. In the context thabren application scenarios are
continuously derived, a great demand for DSP wafetsSOI wafers are created.

For automotive and industrial electronics, the ekaiof automotive electronic
components in the semiconductor industry will comd to increase with the trend of safe-
driving, electric vehicles, and V2X, the increasipgnetration rate of ADAS (Advanced
Driver Assistance Systems), and the expected trangb self-driving cars eventually. The
outbreak of COVID-19 pandemic in 2020Q2-20200Q3 tased border blockade and the
shutdown of car factories and industrial controuipment factories that had led to
unexpected orders cancellation due to the freedmhglemand from automotive and
industrial electronic components, which indirectigused a sharp decline in demand of
silicon wafer. However, the demand from automoawe industrial electronics is gradually
recovering and becoming healthy starting from tberth quarter due to the ease of the
pandemic and the relevant subsidy policies providgdmany countries. The gradually
increasing demand has reflected the short supghgaby doping silicon wafer currently.

In addition, the deeper and wider applicationsasfsuimer products have expanded the
applicable range of power management chips, disgtaxer ICs, fingerprint sensor ICs,
PMICs and other components, which has led to stegrdyth from the demand of
semiconductor components and corresponding siligafer. The 8-inch wafer foundries
have benefited from the rapid sales growth of laige panel driver ICs, power
management chips, Time of Flight (ToF) sensoratthin Fingerprint on Display (FoD)
chips, and micro-control units (MCU) since 2019Q#hvhigh production capacity, and the
utilization rate reached 95% and above. Furthermtnere is not much new 8-inch
equipment in market, and the second-hand equipmemtshort supply; therefore, these are
the bottlenecks for the 8-inch production capaeipansion. The short supply of the
overall semiconductor supply chain has triggereddémand of 8-inch light/heavily-doped
silicon wafer.

The development of diversified applications depemuas the iterative development of
emerging technologies. These new technologies peagressed faster than traditional ICT
technologies in the past, and transferred to comialefiaster with the iterative combination
by adopting emerging technologies, such as, asdifintelligence, network communications,
and edge computing. The trend of such new produittsnevitably and positively trigger
new demand of related electronic components, fueldemand of production capacity of
silicon wafer, positively increase the consumptioh silicon wafer, and activate the
development of the silicon industry in a healthgley
5. Horizontal competition
According to IHS research, the market share ofalsbicon wafer manufacturers had
no change in 2020. The top manufacturers are Stsn-Bf Japan, Sumco of Japan,
Global Wafers of Taiwan, and Siltronic AG of GermaiVafer Works Corporation is
ranked in the sixth of worldwide list.
In addition, for the ultra-low resistance heavy idgpsilicon wafer used in power
devices, Wafer Works Corporation has steadily ssttine second of worldwide list; the
company is also the largest manufacturer of 8-mrechphosphorus-doped silicon wafer in



the world. That both shown the competitiveness adwhntages of the company in this
field. The company has accelerated production s@ ¢lae capacity bottleneck; the mass
production of the company’s Zhengzhou plant andn§hai Songjiang plant started in
2019 and 2021, respectively, both increased thdyatwvity and penetrated more shares
in the market.

TOP 6 Silicon Supplier Market Share 2019

Siitronic
13%

® Shinetsu  WSUMCO  m Global Wafers Sittronic W LGSiltron = Wafer Works @ Other

Data Source: IHS Markit (2020Q3)

(ll1) Technology and R&D status

1. R&D expenses invested in the most recent yedramof the annual report
publication date

Unit: NTD Thousan

Item/yeatr 202( 2021Q:
R&D expense 372,611 108,553
Operating incom+ net 7,421,529 2,295,990
Ratio of R&Q expenses to net operating 5 029 4.73%
income (%

2. Successfully developed technologies or prodinctee most recent year and as
of the annual report publication date
(1) 8-inch ultra-low resistivity sillicon wafer (Pype and N-Type)
(2) 8-inch lightly-doped low COP sillicon wafer
(3) 6-inch/8-inch DSP silicon polished wafer
(4) 8-inch multi-doped sillicon wafer
(5) 6-inch/8-inch SOI wafer
(6) 8-inch ultra-low COP silicon polished wafer lt@ology



3. Annual R&D plan, current progress, further irmesnt in R&D expense, and
estimated completion time to mass production
Unit: NTD Thousand

Estimated
technology Current Estimated
Product or technology development further
progress .
progress and investment
completior
(1) tlezc-rlgglrég;w resistivity sillicon wafer 2021/12 | 85% completéd 33.00(
(2) tlezc'r']rr‘]‘gl‘olg,"" COP sillicon wafer 2021/12 | 65% completed 87,500
(3) 8-|r_1ch ultra-low resistivity silicon 2021/06 | 90% completéd 7 500
polished wafer technolo
(4) 8-inch ultra-low resistivity crystal 2021/12 | 55% completéd 53.00(
growth technolog
(5) AVAQI big data automatic 2021/12 | 50% completed 26,00(
measurement system developn

4. The main factors to the future R&D success

(1) Establishment of basic R&D knowledge and priddecof core technical
capabilities

(2) Cultivation of key technical manpower and réitam of unique professional
manpower

(3) Mid-term and long-term market study and judgtmedherence to the
technological roadmap

(4) Technology upgrade and cooperation with the R&fategic partners

(5) Competitors gain business opportunities by camypmergers, acquisitions
or technology purchases

(6) Accumulation and inheritance of R&D achievensesmid key knowledge

(IV) Long-term and short-term business developmentsplan
1. Short-term development plan
(1) Objective: To be the leader of silicon wafertemgls for focused products
(Power Discrete, Power Management IC, Analog IC EWS, and SOI).
(2) Development Strategy:

A. Actively deploy production capacity, increase thénéh production
capacity of the Longtan plant to ease the bottlesfieand continue to
increase the production capacity of the Zhengzhtantpand the
Shanghai plant to meet customer demand and seirenmmarket shares.

B. Invest in the R&D and mass production of 12-inctiailow resistance
technology on the basis of 8-inch technology.



Aggressively expand the market share of P-prodiactseet customer
needs.

. Secure the field of discrete components, and coetito develop

international tier-1 customers in Europe, Ameritapan, and China.
Develop high-end Si substrates, enter BSI CIS ninheket, and create
high value-added products.

F.Solicit customers to complete qualifications estch plant of the
Group, flexibly schedule production capacity, andamage optimal
production to reduce production costs.

2. Long-term development plan
(1) Objective: To be the silicon wafer supplierttbeovides customer-oriented
solutions
(2) Development Strategy:

A.

Optimize manufacturing process through the uniquenufacturing
process and quality management system to improgeptioduction
yield rate and keep stable quality.

Develop high-efficiency and energy-saving wafer enats and
technologies in compliance with the development ndre of

environmental protection and energy conservation.

Improve technology and R&D, develop product in-te@nd produce
high-quality products.

Integrate the local resources and high potentiaCloihese market; to
lead the development in Chinese market and seigeldtal supply
chain and business opportunities..

. Work closely with the global leading manufacturerde their strategic

partners and to increase the global market share..
Continue to observe market trends and develop ptedhat meet RF
applications to reinforce the product line..

[I.  Market and Sales overview
() Market Analysis
1. Sales (Provided) regions of the key productsviEes)

Unit: NTD Thousan

201¢ 2020
Area Amount | Proportion (%) Amount Pro([:())/g)rtlon
Taiwar 2,279,94 29.7%| 2,472,56. 33.3%
Mainland China (including ong Kong 2,367,22. 308%| 2,422,01! 32.6%
USA 1,356,72! 17.7% 658,69: 8.9%
Other countrie 1,672,68. 21.8%| 1,868,25 25.2%
Total 7,676,773 100.0%| 7,421,522 100.0%

Data Source: Wafer Works Corporation 03/2021

2. Market share



According to the statistics of SEMI on global siiicwafer shipments in 2020, Wafer
Works Corporation’s 4-inch polished wafer accourftad28.9% of the global market in
2020, 5-inch polished wafer accounted for 29.0%)oBr polished wafers accounted for
12.3%, and 8-inch polished wafer accounted for 5.@%viously, the market share of the
aforementioned products is continuously keepinglstand growing

Wafer Works Corporation’s market share in 2020

Unit: 1,000 pcs/year

4 inches 5 inches 6 inches 8 incheq
Global polished wafer shipments 2,286 3,627 21,327 44,521
The quantity of pollshed wafer shipped by Wafer 661 1,051 2621 2.300
Works Corporatio
The global market share of polished wafer (%) 0 o o o
cornered by Wafer Works Corporati 28.9% 29.0% 12.3% 5:2%

Note: The data of “Global Wafer Shipments” is providgdSEMI and it include all the global major sillicevafer
manufacturers that are listed in SMG (Silicon Mamtifirers’ Group); however, it does not fully refldre actual
market conditions of products under 6hes

3. 3.The market supply — demand status and grawtinei future

According to the annual silicon wafer industry as& report by Silicon
Manufacturers’ Group (SMG) of the SEMI, the totaéa of silicon wafer shipped in
2020 had increased by 5.1% worldwide over the previyear, reaching 12,407 MSI,
which was close to the record high achieved in 2028732 MSI). The operating income
was equivalent to that in 2019 for an amount of US$ billion. Although the outbreak
of the COVID-19 pandemic and geopolitics in 202d baused significant impact on the
demand for semiconductors, the applications offi@gl intelligence (Al), high
performance computing (HPC), and fifth-generatiombite communications (5G)
created high demand from 12-inch advanced processesh had effectively risen the
overall sales growth of silicon wafer in 2020. lmld#&ion, many semiconductor
production lines that were built-up in 2020 hadtobated the demand of silicon wafer.
On the contrary, the demand of 8-inch silicon watas weak due to the severe impacts
of the global pandemic. Many countries or regionshie world had implemented border
lockdown and factory shutdown for 1-2 quarters tevpnt the spread of the pandemic;
that also referred to the global economy to slowmoFor the semiconductor end
applications, the demand of 8-inch wafer that wasdufor consumer and automotive
electronics was the weakest. Although the WFH aRHl Igreatly increased the demand
of laptops, tablets, and peripheral electronic coments, the unpredictable development
of the pandemic and the uncertainty of supply chaerruption had completely
disrupted the inventory planning and strategy efdhstomers.

In prospect of 2021, the demand for semiconductiirbe optimistic and healthy
with a continuous growth on a quarterly basis duthée growing demand from 10T, 5G
wireless network, EVs and the recovery of autor@tivhe stimulus plans and
vaccination adopted by the government of many c@msitmay have stimulated the
growth of consumer products in the developed casjtithe desire to shop that was
suppressed during the city lockdown will surge. ivas digital communication modes



are still in development but will gradually maturemote work/learning through Internet
and cloud services will continue to develop afteg pandemic. Although the regional
trade conflict and pandemic had affected the gl&aldevelopment, which is expected
to be accelerated in 2021. Therefore, smartphonkdev affected positively with the
demand to rebound significantly in 2021. For theomotive semiconductor market, the
average semiconductor value in each vehicle wititiome to go up, that will certainly
activate the economic recovery momentum in 202lerdfore, SEMI estimates that
global silicon wafer shipments will grow by 5.0%20621 and 5.3% in 2022, reaching the
record high (exceeding the historical peak docustit 2018).

The global silicon wafer area shipped in 2020
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4. Competitive niche
(1) Localization advantage

Wafer Works Corporation has an excellent local@atadvantage in
the competition against global silicon wafer sup@Ei Take the
semiconductor industry in Taiwan and China for egeemthe output value
of local foundries has accounted for more than @bal share. Wafer
Works Corporation has two major production plamsTaoyuan, Taiwan
(Yangmei Plant and Longtan Plant) that are onlyriifute drive from the
foundries or other IDM plants; therefore, the siiowafer products can be
quickly delivered upon request and the companyndeéd an excellent
partner of the customers. In addition, Wafer WdCksporation has several
subsidiaries in China, such as, Shanghai Wafer ¥&@#rporation and
Wafer Works Epitaxial Corporation that can alsocfflyi provide services
to the semiconductor industry in China. Take theerfjzhou plant for
example, it was constructed with mass productidiated in 2019 to fully
exercise the benefits of “local production, locapgly” that allows the
company to grasp the semiconductor business opptiesiin China, and
continuously corner the market share of Wafer W@&sporation.

(2) Independent R&D and market development capedsli

The industry continues to launch products with menergy-saving,
low-power consumption, and faster data transmissibaracteristics to
meet the needs of consumers by the trend of ligkterner, shorter, and



smaller of consumer electronics. Semiconductor n@tsuppliers are apt
to offer Si substrate that meets the future treadhélp component
manufacturers to achieve the best performance. M&fiks Group has
unique and independent silicon wafer technology agmaduction

capabilities with more than 20 years production aménagement
experience, that are sufficient to meet custonregiirement.

Wafer Works Corporation has strived to improve tidehnology and
quality of low-resistance silicon wafer productddd-type substrates for
Logic/Analog IC and PMIC since 2014. The qualitydaiechnology are
comparable to those of major international manufaes; the company is
affrmed by many first-class foundries and havenbeae of the main
suppliers of P-type substrates. In addition, thédeveloped SOI wafer
launched in 2017 was well constructed the foundatoenter the MEMS
market and officially move toward to the RF markéhe company has
strived to develop high-end P-type substrate prisddor CIS optical
sensing components and high-end PMICs that haeadlr qualified by
several customers.

(3) Global products and services

Wafer Works Corporation maintains a good partn@rshwvith
international first-class foundries and IDMs. Wa¥®orks Corporation has
built up customer relationships since establisieed997, and focused on
developing new silicon wafer products in resporséhe different needs
from customers. The company is one of the majoplsens of silicon wafer
products to the international first-class foundresl IDMs. Wafer Works
Corporation’s silicon wafer materials are appliea the products from
discrete components, PMICs, analog ICs, and MEM8&chvevidences that
the company is capable to meet different needs fecostomers. Wafer
Works Group provides products to customers worléwidth professional
sales teams to serve locally, including the Uni¢ates, Europe, Asia, and
Greater China area. The company currently has lettall close strategic
partnership with international customers, thatvedlathe Group to grow
with customers upon the shipment record and tecigyolmprovement to
reach the win-win goal.

5. Advantages and disadvantages for future devedopand the countermeasures
(1) Advantages
A.The low-resistance heavily-doped silicon waferthe main product of
Wafer Works Corporation that is used for PMICs poder discretes. It
Is the essential material in the trend of energyinga PMICs can
improve power conversion efficiency and increase tising time of
devices. The handheld and wearable devices actiedemand of
power management components.
B.The company owns the production technology ofypet ultra-low
resistivity silicon wafers and P-type silicon waferthat meets the



(2)

requirements with the future development trend @ivgr management
ICs, power discrete, and CIS optical sensing coraptm

C.The company has long term cooperation with thst-Glass IDMs in
Europe and the United States; therefore, the coynpaderstands the
most advanced international semiconductor compodesign, and sells
it globally by the “Wafer Works” brand.

D.The semiconductor industry will continue to grove demand of 8-inch
silicon wafer is expected to grow continuously. tRarmore, China’s
increasing subsidies provided to semiconductor @hér related high-
tech industries in its 14th Five-Year Plan will ther activate the
demand for silicon wafers.

E.The global semiconductor production center is\&m; the foundries in
the Greater China will be more dominant gradudllye headquarters of
Wafer Works Corporation is located in Taiwan witie tmost advanced
production bases both in Taiwan and China, whiah the excellent
geographical advantages of the company.

Disadvantages and countermeasures

A.Market demand changes rapidly, and the requirerokfdgad time gets
shorter
Countermeasures:

g The company grasps customer demand at any tindec@ordinates
production and sales weekly to adjust productiqgracdy to meet the
lead time customers.

r Improve the manufacturing process and the quyldg rate..

B. The unstable international situation, the develepihof the COVID-19
pandemic, and the regional trade conflicts deriveoh geopolitics
Countermeasures:

g Global customers and business deployment, redubgmpact of
regional trade conflict.

r The company has production bases in several @tatio have
planned production flexibly in order to reduce g@ential impacts
of the pandemic.

C.The products are diversified and in small quantitye improvement of
production efficiency has its limitation..

Countermeasures:

g Automatic production management, enhanced codidmaof
production and sales, and flexible production adpest.

r Arrange batch production to improve the on-timdivéey rate to
meet the satisfaction of customers.

D.Gross profit is affected by product portfolio, irgst rate trends, and
manufacturing cost.

Countermeasures:



g Adjust prices appropriately in accordance follogvivith market
supply and demand to substantiate market mechanisms

r Develop cost-effective poly silicon materials.

s Improve the manufacturing process continuously amgand the
large-scale production line to reduce cost.

t Develop niche products and increase added value.

E.New competitors from China

Countermeasures:

g Refine technology research and development arehpdeployment
continuously to raise the technical barrier..

r Improve the quality and yield rate continuouslysexure the leading
market position.

S Maintain  cooperative relations with major interoaal
manufacturers and refine technologies. The devetopnof next-
generation power semiconductor materials (SiC aa )G

(I) The intended use of key products and manufactymiogess
1. Intended use of key products

Product name| Intended use

Silicon wafers are the most important raw mateaal
semiconductor industry. It can become various elaat

Semiconductof components after proper design and processing @sich

grade silicon diffusion, etching, and developing), etc., incluglivarious
wafers and ) A
ingots types of memory, analog IC, power devices, and MEMp

These electronic components are widely used ity diéel,
such as MCUs, PMICs, LED Driver ICs, CCDs, and CIp.

2. Product manufacturing process
Semiconductor products
Crystal Growth slicing edge grinding grinding etching backside
treatment polishing cleaning inspection Packing shipping

(11 Supply of key materials

Main material Supplie Supply statu
- Well-known international
Poly silicon Good
manufacturel
Grinding powder and Well-known international
e Good
polishing slurn manufacturel
Crucible Well-known international Good
manufacturel




(IV) Names of customers who accounted for more thandfd¥e total purchase (sales)
in any of the last two years, their purchases gamounts and percentages, and
reasons for changes

1.

purchase in any of the last two years

Information on major suppliers who accountednfmre than 10% of total

(Unit: NT$ thousnd)

201¢

202(

As of the previous quarter of 2C

Item| Company

name

Amount

(%)

Percentag
of the net
annual
purchase

11

with the
issuer

Relationshig

name

Company

Amount

=Y

Percentag
of the net
annual
purchase
(%)

Relationship

with the
issuer

Company

name

Amount|

of t
previ

Percentag
of the net
purchase ¢

quarter of
the year
(%)

e

Relatio
he

ious .
issu

with the

nshi

er

=

C

1,365,131

35%

None

A

380,19¢

14%

None

C

208,21°

23%

None

Other:

2,491,04

65%

None

Other:

2,269,03!

86%

None

Other:

682,13t

7%

None

Net

purchas

3,856,176

100%

Net
purchas

2,649,234

100%

purchas

Net

890,353

100%

The procurement from Supplier C was reduced in 2089 to the poor market
of Multi-Crystalline Solar Wafer. The price of MulCrystalline Solar Wafer

had gone up in 2021Q1; therefore, the purchase 8applier C was increased
too. The Group had purchased a big quantity in 2@i€&refore, the mission
was to consume the inventory in 2020. The purchases Supplier A in 2020

had gone up slightly; however, the overall purchassunt of the Group

decreased significantly, resulting in the ratigpafchase from Supplier A to the
total purchase amount to go up.

Information on major customers who accounted nmre than 10% of total

purchase in any of the last two years

(Unit: NT$ thousand)

Item

201¢

202(

As of the previous quarter 2021

Company
name

Amount

Percentag
of net
annual

sales (%

Relationshij
with the
issuer

Company
name

Amount

Percentag
of net
annual

sales (%

Relationshijf
with the
issuer

Company
name

Amount

Percentag
of net
annual

sales (%

Relationship
with the
issuer

B

1,107,36

14.4:

None

B

1,119,443

15.0¢

None

B

337,69’

14.71

None

Others

6,569,201

85.5%

None

Others

6,302,08!

84.92

None

Others

1,958,29:

85.2¢

pYa

Net saleg

7,676,57

B 100.0(

pYa

Net sale

7,421,52

)

100.0(

pYa

Net saleg

2,295,990

100.0d

pYa

(V) Production volume and value for the last two years

Unit: NT$ thousand; thousand pie

2019 2020
Production Production Production | Production | Production | Production
) capacity volume value capacity volume value

Main produc
Semiconductor products 11,957 9,101 5,473,940 12,494 9,330 5,963,299
Others - - - - - -
Total - - 5,473,940 - -l 5,963,292
Note 1: Production capacity refers to the outpat thcompany can produce under normal operatindittons, using its

existing production facilities, taking into accouhe necessary downtime, holidays and other factors



Note 2: If the production of any products is subgtble, the production capacities should be catest@d, with special
notes provided.
Note 3: The capacity and output of semiconductodpcts are 6-inch equivalents.

The factory output and production capacity of tleenpany and its subsidiaries have
shown an increasing trend, mainly due to a comiginadf various factors such as the
optimization of production processes and the impdoproficiency of technical personnel.

(VI) Sales volume and value for the last two years
Unit: NT$ thousand; thousand pieces

Yea 2019 2020
les volume - -
M Domé§t|c sales Export Domestic sales Export
] Wme Value Volume Value Volumg Value Volume Value
Main obroduc

Semiconductd

product: 2,604 2,279,579 6,714 5,396,625 3,579 2,471,498 7,334  4,948,96
Others pY 369 pYh pY pY 1,065 pYh p%A
Total pYh 2,279,948 pY 5,396,625  p¥h 2,472,568 PY4  4,948,96

Note 1. The sales volume of semiconductor prodgdise equivalent quantity of the 6-inch product.
Note 2: Other products include sapphire ingots.

The increase or decrease in the sales volume dnd ohthe company and its subsidiaries
is due to changes in market demand. The increasales volume in recent years is
mainly due to the appropriate marketing strategtdsome and abroad and sales growth.

[ll.  The information of employees within the lasta years and up to the publication date of
the annual report

Year 2019 2020 March 31, 2021
Managerial 487 563 572
personne
Number of| R&D technical
employeeg personne 450 483 483
Operator 88( 93¢ 1,00¢
Total 1,81 1,98¢ 2,06(
Average ag 35.¢ 36.€ 35.€
Average seniorit 3.€ 4.€ 4.8
P i PhC 0.9¢ 1.0€ 0.9t
ropbc;r 10N Master's degre 6.61 6.4¢€ 7.2%
, College 46.0¢ 47.(4 43.6:
ed‘fg\"j‘gf’”a Senior high scho 28.2 28.97 30.61
Below senior high
%
(%) <choo 18.11 16.48 17.58

IV. Information on Environmental Protection Expende
() Description of the environmental protection erditure of the company in the
current year and as of the printing date of theuahreport



1. The expenditure on environmental safety andtihéathe last year and as of the
date of publication of the annual report totaledragimately NT$73.83 million,
which is separately explained.

(1) In order to comply with environmental protecticegulations, the waste gas,
wastewater and other pollutants generated fromctimepany’s production
and operation are treated by the pollutant treatfieility in the factory and
discharged after meeting the legal requiremente ®perating costs of
electricity, tap water, chemical agents, manpowelG., necessary to
maintain the normal operation of air pollution peation facilities and
wastewater treatment plants totaled NT$36.23 millio

(2) The general business waste generated by theaoyis production and
operation is legally cleaned up through the entidigbublic and private
cleanup and treatment plants, and the total tred#tronest is NT$25.47
million.

(3) According to environmental protection laws aeadulations, for air pollutant
discharge and wastewater discharge, a pollutionegmteon and control fee
shall be paid to relevant government foundationspfallution restoration
and research, totaling NT$12.12 million.

(I) Environmental Management and Occupational Safedytéealth
1. Environmental Management
The company attaches great importance to variollistiom prevention and
control work. In order to reduce environmental itpé has made a substantial
investment in pollution prevention facilities, apdsitioned dedicated personnel
to whom external training is provided to obtainek&lnt licenses, so as to be
full-time responsible for various pollution previemt and control facilities. The

ISO-14001 and the environmental management sysstification is carried

out every year to serve as the foundation of mamagé which makes the

company continue its management and improvemerd imore systematic
manner.

(1) Based on fulfilling its responsibility for sashable environmental
protection, the company conducts annual greenhagase inventory
checking, including a series of activities suchsespe definition, emission
source identification, activity data quality managsnt, emission inventory
and internal audits.

(2) With the high-level support, the company coméis to set environmental
protection goals such as energy saving, capitahgaand volume reduction
every year, and is constantly striving toward th&on of environmental
protection, continuous improvement and sustainapération.

2. Occupational Safety and Health
Taking the 1ISO45001 occupational safety and heakimagement system
as the foundation, the company further strengthensystematic employee
management and workplace safety mechanism, establggood communication
channels, and strengthens interaction with relevstakeholders such as



employees and contractors. The specific implememameasures are as

follows:

(1) General training on safety and health and hbmes materials are provided
to new employees and employees who rotate jobgddfey assume the
new job.

(2) Personal safety protection equipment is prapasecording to the
characteristics of the workplace, and employeesegaired to wear them
and the inspection is strengthened.

(3) Strengthen employees’ emergency responserigaamd drills, and continue
to improve and conduct emergency response dnitdudling rapid response
to accidents, disaster recovery and establishmfecdrdingency procedures
for potential disasters.

(4) Strictly implement contractor management, impd&t measures such as
contractor safety and health training, applicatidor construction,
application for hazardous operations and pre-ojerdtazards notification,
and conduct project work inspections from timeirtoetto ensure operational
safety.

(5) Work environment monitoring is carried out gvesix months, and the
results are in compliance with laws and regulatitmensure the health of
employees.

(6) Formulate an occupational disaster preventian pvery year, set a detailed
implementation plan and implement it according e plan schedule and
content, and then use the audit system to findrmutmplementation defects
and correct the plan.

(7) Carry out automatic inspection, and discovdeptial hazards and strive for
improvement based on the promotion of this measure.

(8) Before deciding to use any new chemical sulcet®n assess their
environmental safety and health risks, and enshed the risks are
effectively controlled through engineering protenti personal protective
equipment and safety operation training.

3. Environmental safety and health managementmsysggtification obtained

ISO 14001 UL
ISO 45001 UL

ISO 50001 SGS
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(Il1) Waste management

Regarding waste reduction at the source for wasteagement and circular
economy, the company participated in the Hsinchierfde Park Management
Bureau in 2020, organized the “Ministry of Sciermed Technology Hsinchu
Science Park Waste Reduction and Circular Economyst@nding Enterprise
Award” and won the Class A Excellence Award, andtecwes to participate in the
2021 BS 8001 circular economy counseling held &y Management Bureau to
continue its contribution to waste reduction arrdudar economy.

Wafer Works Corporation has a complete waste treatnand recycling
mechanism. General waste is transported to thergment-designated incinerator
by a qualified waste removal and transportation mamy. Business waste such as
sludge and oil sludge are classified, collected dalivered to a local qualified
waste disposal company. The waste of Wafer Workp@ation, based on the
disposal method, can be divided into resource wastiegeneral business waste; the
incineration method is adopted for general busineaste, and the recycling
method is adopted for resource waste. The outpwanbus wastes from 2019 to
2020 is as follows:

vear Total waste output table Total waste output table
in 201¢ in 202(
Type Weight (metric ton/yer) | Weight (metric ton/yea
Resource waste 167.14 153.58
General business waste
(incineration) 287.42 258.624
General business waste
(recycling 2,899.34 3,031.67
Hazardous industrial wa: 50.9¢ 41.5:2
Total 3,404.8€ 3,485.3¢

Wafer Works Corporation is guided by the principfepollution reduction and
waste disposal by recycling. The main source oahdaus business waste of Wafer
Works Corporation is the empty chemical barrelst@ioing chemical materials in
the manufacturing process. In 2020, all harmfulistdal wastes were recycled in
cooperation with recycling companies, and the riogcprocess of cleaning
neutralization testing passing crushing plastic materials is reused to
dispose of empty waste chemical barrels, and tingpetent authority’s recycling
approval is obtained on a case-by-case basis;diti@aul it can be seen from the



chart that the proportion of waste recycling by WalNorks Corporation accounts
for 88% of its treatment of general business waste.

2020-Q1-Q4
ik i

I 4%

V. Labor-Management Relations
() Employee welfare, continuing study, trainingtirement system and their
implementation status, labor-management agreementaintenance of employee
rights and interests:
1. Employee Welfare

(1) Group insurance.

(2) Performance bonus: Quarterly performance banaseissued based on
profitability.

(3) Festival bonus: Bonuses for Spring Festivadon Boat Festival and Mid-
Autumn Festival.

(4) Year-end bonuses.

(5) Year-end party.

(6) Employee remuneration.

(7) Complete training.

(8) The Welfare Committee offers travel subsidmsdmployees, various club
activities, competition subsidies, birthday giftnatiers and Labor Day gift
vouchers.

(9) Welfare subsidies for marriage, childbirth, dsrement, serious injury,
catastrophe, major accident, etc.

2. Continuing study and training system

The company attaches great importance to talemirich and regards
talents as important assets of the company. Inrdadenable employees at all
levels to fully understand the content and professi knowledge of the tasks
undertaken and to continue absorbing new knowledg®jching skills,
improving work performance and quality, and themréasing production
capacity and strengthening the ability to preveotupational disasters, the
Group has established training management meaaocelRnguage proficiency
training management measures, so as to achieveydhk of continuously



improving the competitiveness of the company. Theing expenses in 2020
totaled NT$2,903,997.
The training types are divided into:

Newcomer cultivation

Core technology

Professional capabilities by department
OJT practice training
Certification/multiple skills

Quality and efficiency

Good leadership

Language training

Core general knowledge

—IOTMOO®)»

The 2020 training results are as follows:

Course Number of| Total number Or'l'otal hOUrs Total expenseg
classe attendant (NT$ thousan)
Newcomer cultivation 14 1,362 2,657.5
Core technology 8 625 625
Professional capabilities 84 193 1,014
by departmnt
OJT practice training 7 407 820
Certification/multiple 44 378 942 2,903
skills
Quality and efficienc 32 1,431 6,052
Good leadership 11 186 688
Language trainin 19 31¢ 63€
Core general knowled 5 1,046 797
Total 224 5,946 14,231.5

3. Retirement system

The company formulated its retirement pension nmessin accordance
with the Labor Standards Act, and set up its LaBatirement Reserve
Supervision Committee in 1999 under the letter mpraval of the Taoyuan
County Government, reference No. 88 FU-Lao-Dong 9255 The labor
retirement fund is allocated to a special accountha Bank of Taiwan for
deposit and handling of employee retirement mat&tiarting from July 1, 2005,
also in accordance with the new labor retiremestesy, a labor retirement fund
payment of 6% of the monthly employee wages is diégpd into the
employee’s personal account at the Labor InsuraBoecau. Retirement
measures for employees of foreign subsidiarieharglled in accordance with
local laws and regulations.

4. Agreement between labor and management and ugammployee benefit
maintenance measures



The labor—-management relationship has been harm®ngnce the
establishment of the company. The rights and otiiga of both parties are
handled in accordance with the company’s Work Ratas Implementation and
Management Measures of Labor—Management Meetingormanagement
meetings are held every quarter, and the labomasnthgement representatives
are active in participation to discuss and negetidte adjustment of the
company’s overall labor conditions, make systemoanoements and achieve
mutual benefits between labor and management.

(I) The losses suffered due to labor disputes, thesicuand future estimated amounts
and corresponding measures in the last year artd the publication date of the
annual report; if they cannot be reasonably esethag¢xplain the facts that they
cannot be reasonably estimated:

The company has a complete management system anestablished open-
communication channels. The relationship betwekarland management is good,
and there are no major labor disputes.

(111) Code of employee conduct or ethics
1. The company has formulated the “RBA Respondiisiness Alliance Code of
Conduct Management Measures” as the code of coriduthe managers and
employees of Wafer Works Corporation, and promigepromote corporate
governance with high ethical standards, engage uminBss activities in
accordance with the principles of fairness, honedtystworthiness and
transparency, and elevate the behavioral literdcglloemployees. Employees
are required to uphold professional ability andiceth judgment when
performing business, in order to maintain the camyfsaassets, rights, interests
and image; in addition, employees are obliged &ater maximum benefits for
the company within the legal scope, and shall a0 responsible for
impairments or losses; employees shall jointly ream the company’s
reputation to win the respect and trust of custemsuppliers and the industry,

SO as to ensure the company'’s sustainable opematidrievelopment. The main

contents of this code are:

(1) Integrity principle: Honesty and integrity attee highest ethical standards,
and all tasks assigned by the company shall beugs@ ¢aithfully.

(2) Respect for individuals and customers: Respauxt strictly protect the
privacy of individuals and customers, and do thetle treat customers
fairly.

(3) Avoid conflicts of interest: Before engagingantivities which involve the
company’s potential conflict of interest, it is essary to disclose the details
to the Chairman and President and obtain the apphramnd a report shall be
submitted to the Audit Department.

(4) Gifts and business entertainment: All employaed their family members
are not allowed to accept gifts (except for weddirmgnd funerals) from
customers and suppliers or give rebates or othgraper benefits.



(5) Facilitation payment. The company shall not e or promise any
facilitation payment.

(6) Complete, fair, accurate, timely and undersadtelinformation disclosure.

(7) Reporting, protection and exemption: Any viaat of government laws,
professional ethics or fraud should be reportethéoappropriate person by
named email.

(8) Corporate social responsibility: The companypwt fulfill its corporate
social responsibility and protect the rights artériests of employees.

In addition to the official announcement of tRBA Responsible Business

Alliance Code of Conduct Management Measures via @roup’s 1SO

documents, active promotion is made to all empley@#h a view to mutual

compliance, so that employees have a clear unaeiatp of the code of

conduct.

In addition to making employees aware of thide;oin the event of

encouragement or punishment, it will be handledastordance with the

company’s Reward and Punishment Management Measures

(IV)Human rights policy

In order to fulfill corporate social responsibilignd protect the basic human

rights of all employees, customers and stakehoglddwes company follows the
principles set forth in human rights convention rsugs the “United Nations
Universal Declaration of Human Rights,” “United Meats Guiding Principles on

Business and Human Rights,” “United Nations GloRalvenant” and “United

Nations International Labor Organization,” respeacternationally recognized basic
human rights, including freedom of associationjntafor disadvantaged groups,
prohibition of child labor, elimination of varioderms of forced labor, elimination
of employment and employment discrimination, eémd abides by local labor-
related laws and regulations; the human rights cpdi involved include the
following:

1.

\l

Compliance with domestic labor laws, internagilohuman rights and labor
standards, and the electronic industry’s code otlaot.

2. Strict prohibition of child labor.
3.

Compliance with the laws and regulations on waykhours and salary: For
every seven days of work, there must be at leastrest day and the total
working time shall not exceed 60 hours.

Do not force labor and respect employees, anaatotreat employees with
harsh punishments.

No discrimination and differential treatment dte race, class, language,
ideology, religion, party, place of origin, placd birth, gender, sexual
orientation, age, marriage, appearance, faciaufest or physical or mental
disabilities.

. Allow employees to negotiate collectively and@sate freely.



VI. Important contracts: Supply and marketing caats, technical cooperation contracts,
engineering contracts, long-term loan contractsathdr important contracts that are
still valid as of the publication date of the aninggoort and expiring in the current year.

Nature of Interested| Contract start and end . |
Subject Restriction$
contrac party date:
Supplier contract E July 3, 223282_ June 30 On-site gas supply None
January 1, 2018 —
Sales contract D December 31, 20; Product sales None
long-term loan | Land Bank| December 25, 2019 — ,
contrac of Taiwar December 24, 20:. Syndicated bank loan  (note)

Note: (1)The company signed a syndicated loan weigit banks including the Land Bank of Taiwan orc&uaber 25,
2019, and obtained a financing line of NT$3,000,8@8usand; according to the contract, during ttae Iperiod
the company shall maintain a specific current raligbt ratio, times interest earned and a certaiouat of net
value in the annual consolidated financial statasmen

(2) Drawdown period of the credit lines of the dtehse: Credit line A is from the date of credintract signing to
the end of the three-month period, and credit Brie from the date of first drawdown of the crechise to the end
of the five-year period.



Six. Financial Status
Condensed financial information for the lasefiyears
() Financial Information Adopting Internationalrféncial Accounting Standards
1. Condensed Balance Sheet — IFRS (Consolidated)

(Unit: NT$ thousanc

veal Financial data of the last five years Financial

Information
Item as of March
2016 2017 2018 2019 2020 31, 2021
Current assets 5,242,166 7,871,878 9,114,948 9,575,144 8,474,544 9,070,901
Property, plant, and equipmant 5999,046 6,266,890 8,345,116 10,066,137 13,184,391 13,102,29%
Intangible asset 56,264 22,187 6,689 25,074 51,542 47,813
Other assets 1,681,460 1,847,654 2,017,350 2,600,90% 1,783,41% 1,775,994
Total assets 12,978,936 16,008,604 19,484,108 22,267,264 23,493,892 23,997,008
Before
dividend 5,231,816 5,185,49% 3,207,686 3,991,229 4,794,576 5,220,25p
Current L
T distributior
liabilities "4 er dividend
T 5,231,816 5,377,854 4,484,932 4,910,846 (Note 1 (Note 2
distributior
Non-current liabilities 2,546,836 984,057 3,438,568 5,298,085 5,645,808 5,482,14p
Before
dividend 7,778,652 6,169,552 6,646,249 9,289,314 10,440,384 10,702,394
Total liabilities| distributior
Afterdividend ;278 659 6361,011  7,923495 10,208,931  (Note 1 (Note 2
distributior

Shareholders’ equity
attributable to the parent 4,619,011 6,682,878 9,396,825 9,281,016 9,085,451 9,284,25p

compan

Share capital 4,130,856 4,803,568 5,108,984 5,108,984 5,108,984 5,10898%

Capital reserve 2,115,608 1,651,579 2,541,916 2,641,147 2,641,14] 2,641,14]
Before

Retaineq | dvidend | (1343.339) 452718 2174242 2124465 1719213 1882124
e;ﬁ:ggs distributior

Afterdividend) ) 343 339) 260,359 896,996 1,204,848  (Note1]  (Note 2
distributior

Other equity (284,109)  (224,987)  (428,317)  (593,580)  (383,893) (348,003}

Treasury stock 0 0 0 0 0 0

Non-controlling interests 581,273 3,156,179 3,441,029 3,696,934 3,968,057  4,010,35f
Before

dividend 5,200,284 9,839,052 12,837,85# 12,977,950 13,053,508 13,294,60p
Total equity | distributior

After dividend) 5 500 284 9,646,698 11,560,608 12,058,338  (Note1|  (Note 2
distributior

Source: Financial report audited or reviewed byitldependent auditor.

Note 1: The above-mentioned post-distribution fegurare filled out based on the resolutions of thareholders’
meeting of the following year. The profit distribart of 2020 has not yet been resolved by the shdéders’
meeting.

Note 2: The above-mentioned post-distribution feguare filled out based on the resolutions of Hageholders’ meeting
of the following year. The profit distribution 0021 has not yet been resolved by the shareholdersting.



2. Condensed Consolidated Income Statement — [ERBsplidated)

(Unit: NT$ thousanc

Yeal Financial data of the last five years Financi_al
Information
Item as of Marck
2016 2017 2018 2019 2020 31, 2021
Operating revenue 5,400,691 6,376,511 9,205,258 7,676,578 7,421,529 2,295,990
Gross profit (Note 1) 385,252 1,529,27] 3,415,471 2,662,347 2,013,886 631,72
Operating (loss) gain (473,970 632,179 2,239,147 1,304,994 734,327 312,739
NO”'Opeef‘;'gr?S'encome Al (999.491) (157,828) 137,313 244,761 197,224 (34,856
Net pmf'tstg)f’sses) before | 473.461) 474,35] 2,376,460 1,549,761 931,551 277,884
Continuing operations
Net income (loss) in curremt(1,470,065 456,332 2,274,235 1,316,154 690,966  202,93(
perioc
Loss from discontinued 1 1 1 1 1 1
operation pYa pYa pYa p“h p% p%
Net '”Compeeﬂgfs) Incurrent 1 470,065) 456,332 2,274,235 1,316,154 690,966 202,93(
Other comprehensive incor
for the current period (net] (252,138 71,2671 (278,832) (317,702 267,237 15,314
after-tax)
Total comprehensive incon q 4 y 1
in current perio (1,722,203) 527,599 1,995,408 998,452 958,203  218,24]
Net income attributable tg
the shareholders of parent (1,487,796 300,791 1,908,851 1,232,201 518,718 150,61%
compan
Net income attributable tg
uncontrolled equity 17,731 155,541 365,384 83,951 172,248 52,31§
Totd comprehensive incom
atributable tothe 14 sq4 513 332227 1,710,558 1,062,206 724,052 186,502
shareholders of parent
compaly
Total comprehensive incon
attributable to uncontrolled (27,990 195,372 284,850 (63,754 234,151 31,741
equity
Earnings pezr)Share (®) (Nate 5 55 0.67 3.80 2.41 1.02 0.28

Source: Financial report audited or reviewed byitldependent auditor.
Note 1: Gross operating income is presented ingarfthe amount of (un)realized sales gains argbls
Note 2: Earnings per share is the amount afteospéctive adjustment.



3. Condensed Balance Sheet — IFRS (Standalone)

(Unit: NT$ thousanc

Yeal Financial data of the last five ye Financial
Information|
Item 2016 2017 2018 2019 2020 as of MarclH
31, 202:
Current assets 3,494,967 3,488,38] 5,814,924 5,458,871 4,607,758 pYa
Property, plant, and equipment 3,911,765 3,730,244 3,920,719 3,812,595 3,845,943 pYa
Intangible asset 9,873 3,998 352 6,393 6,667 pYa
Other assets 3,542,987 4,591,92( 4,446,160 4,251,760 4,501,721 pYa
Total assets 10,959,592 11,814,54} 14,182,155 13,529,619 12,962,089 pYa
Before pYa
dividend 3,809,788 4,161,970 2,341,46( 2,129,682 1,609,889
Current S
T distributior
liabilities After dividend pY-
~ 4
distributior 3,809,788 4,354,329 3,618,706 3,049,299 (Note

Non-current liabilities 2,530,79 969,702 2,443,870 2,118,921 2,266,749 pYa

A%

Before pYa
dividend 6,340,581 5,131,672 4,785,33( 4,248,603 3,876,638
Total liabilities| distributior

=

After dividend ¢ 51 581 5,324,031 6,062,576 5,168,220  (Note pa
distributior
Shareholders’ equity pYa
attributable to the parent | 4,619,011 6,682,873 9,396825 9,281,016 9,085,451
compan
Share capital 4,130,856 4,803,5563 5,108,984 5,108,984 5,108,984 pYa
Capital reserve 2,115,608 1,651,579 2,541,916 2,641,147 2,641,14Y pYa
Before pYa
Retained inidend (1,343,339 452,718 2,174,247 2,124,46% 1,719,213
earnings dlstrlb_u_tlor
Agt.er dividend ; 513 339) 260359 896,996 1,204,848  (Note) P
istributior
Other equity (284,109) (224,987) (428,317) (593,580) (383,893 pYa
Treasury stock pYa pYa pYa pYa P pYa
Non-controlling interests pYa pYa pYa pYa (Note pYa
Before pYa

dividend 4,619,011 6,682,878 9,396,825 9,281,016 9,085,451
Total equity | distributior

Afterdividend 619011 6,490,514 8119,579 8361399  (Note) P”*
distributior

\>J

Source: Financial report audited or reviewed byitidependent auditor.

Note: The above-mentioned post-distribution figurm® filled out based on the resolutions of the
shareholders’ meeting of the following year. Thefiprdistribution of 2020 has not yet been resolved
by the shareholders’ meeting.



4. Condensed Consolidated Income Statement — IBRBdalone)

(Unit: NT$ thousanc

Year Financial data of the last five years Financial
Information
ltem as of March
2016 2017 2018 2019 2020 31,2021
Operating revenue | 4,328,569 5,110952 7,597,267 6,820,930 5,135,708 p¥%
Gross profit (Note 1) | (271,658) 679,95] 2,185,148 1,975,672 987,801 p%
Operating (loss) gain| (645,195) 313,55 1,731,068 1,517,158 479,119 pY%
Non-operating income 1
and expens (842,613) (12,762) 203,681 (150,477) 138,398  p%
Net profits (losses) ) L il 1
befole tax (1,487,808) 300,791 1,934,744 1,366,676 617,51 pYa
Continuing business
units’ current net profit|{(1,487,796) 300,791 1,908,851 1,232,201 518,718 pYa
(loss
Loss from discontinued 1 1 1 1 1 1
operation pYa pYa pYa pYa pYa pYa
Net income (loss) in 1
current perio (1,487,796) 300,791 1,908,851 1,232,201 518,718 pY
Other comprehensive
income for the current| (206,417 31,436 (198,298)| (169,995) 205,334 pY
period (net, afte-tax)
_ Total comprenensive|  aq 513y 335 2271,710,553 1,062,206 724,052  pva
income in current peric
Net income attributable
to the shareholders of|(1,487,796) 300,791 1,908,851| 1,232,201 518,718 pYa
parent compar
Net income attributablé . 1 1 1 1 1
to uncontrolled equity p¥a p¥a p¥a p¥a p¥a p¥a
Total comprehensive
income attributable tot ) 5q, 513 332 297 1,710,558 1,062,206 724,052  p¥a
shareholders of parent
compan
Total comprehensive
income attributable to pYa pYa pYa pYa pYa pYa
uncontrolled equit
Earnings per share ($ 1
(Note 2 (3.55 0.67 3.80 2.41 1.02 pYa

Source: Financial report audited or reviewed byitldependent auditor.
Note 1: Gross operating income is presented ingafthe amount of (un)realized sales gains arskks
Note 2: Earnings per share is the amount afteogpéctive adjustment.



(I) Adopting the ROC Financial Accounting Standards

1.

(Consolidated): Not applicable.

2.

(Consolidated): Not applicable.

Not appl

icable.

(Standalone): Not applicable.

Condensed Balance Sheet — ROC Financial Acaay&tiandards

Condensed Income Statement — ROC Financial AtowuStandards

Condensed Income Statement — ROC Financial AtowuStandards

(I1) Names of independent auditors in the last fiveyaad their audit opinions

Condensed Balance Sheet — ROC Financial Acaau&tiandards (Standalone):

Year Accounting firm Name of CPA Audit opinions
Unqualified opinions — The audit report}
Yi-Hui Huang, Hong, issued by other independent auditors i
2016 Ernst & Young Mao-Yi adopted; also, the responsibilities are tolbe
divided
Unqualified opinions — The audit report]
Lo, Hsiao-Chin; Hong,| issued by other independent auditors i§
2017 Ernst & Young Mao-Yi adopted; also, the responsibilities are tolbe
divided
Unqualified opinions — The audit report}
Lo, Hsiao-Chin; Hong,| issued by other independent auditors i
2018 Ernst & Young Mao-Yi adopted; also, the responsibilities are tolbe
divided
Unqualified opinions — The audit reporf]
Lo, Hsiao-Chin; Hong,| issued by other independent auditors i§
2019 Ernst & Young Mao-Yi adopted; also, the responsibilities are tolbe
divided
Unqualified opinions — The audit report]
Lo, Hsiao-Chin; Hong,| issued by other independent auditors i§
2020 Ernst & Young Mao-Yi adopted; also, the responsibilities are tolbe
divided
[I.  Financial Analysis for the Last Five Years
() Adopting International Financial Accounting 8tkards
1. Financial Analysis — IFRS (Consolidated)
Yeall Financial analysis for the latest five years (Nbte | Financial
Informatior]
2016 2017 2018 2019 2020|as of Marct
Analysis item Note 2) 31, 202:
Financial Debt to assets ratio (%) 59/93 38.54 34.11 41.72 44.44 44.6(
structure |Ratio of long-term capital to property, 159 14 17574 10504 1815¢ 141.83  143.3]
plant and equipment (¢
Current ratio (%) 100.20 151.8]1 284.16 239.90 176.79 173.7¢
Solvency [Quick ratio (%) 53.4f 117.47 212.02 180.64 123.6( 127.9¢
Times interest earned (8.47) 3.94 21.99 13.27 5.95 7.49
Operating|Turnover of receivables (times) 3|68 3.99 4.57 3.84 3.99 4.3¢
capacity |Average days of collection b9 92 80, 95 91 85




Inventory turnover (times) 1.68 2.53 3.27 2.44 2.44 2.99
Turnover rate of payables (times) 7.77  7.30 7.42 6.70 9.30 10.81
Average sales days 217 144 112 150 150 122
(F;rr?fézrty' plantand equipmentturnoyer g4 300 124 083  0.64 0.70
Total asset turnover (times) 0|38 0.44 0.52 0.37 0.32 0.39
Return on assets (%) (9.15) 4.07 13.33 6.79 3.69 4.00
Return on equity (%) (24.96) 6.071 200§  10.20 5.31 6.14
Profitability| Pre-tax income to paid-in capital (% (3567) 10.06 46.57 30.39 18.23 21.74
Net profit ratio (%) (27.22) 7.16 24.71 17.14 9.31 8.84
Earnings per share (NT$) (note 5) (3/55) 0.67 3.80 2.41 1.02 0.29
Cash flow ratio (%) 20.10 35.09 78.60 56.39 35.57 26.81
Cash flow |Cash flow adequacy ratio (%) 73|48 137.11 107.47 76.74 62.84 64.04
Cash flow reinvestment ratio (%) 445 10.44 9.14 3.51 2.70 4.79
Operating leverage Notg 4  2.44 1.44 1.79 2.56 2.05
Leverage — -
Financial leverage Notd 4  1.34 1.05 1.11 1.34 1.14

Please explain the reasons for the changes inugfipartial ratios in the last two years and the curresriqul. (Ar
analysis is not necessary for changes below 20%.)

For the financial ratios which have increased areased by more than 20% in the last two yetlue explanations are|
follows:

1.

2.

ook

9.

10.
11.

12.
13.

Ratio of long-term funds to property, plant amguipment: The ratio was decreased mainly due ¢octpital
expenditure increased in 2020.

Current ratio and quick ratio: The current ragitd quick ratio was decreased mainly due to tloeedse inbani
deposits and the increase in short-term loans 2020

Times Interest Earned Ratio: The 2020 Titmeésrest Earned Ratio had decreased from the ye20X® as a resl|
of the decrease in profits in 2020 mainly due te #ppreciation of the New Taiwan dollardathe decline in th
average sales unit price in 2020.

Accounts Payable Turnover (times): It is maithle to the increase in cost of goods sold in 2020.

Property, plant and equipment Turnover (timkg$: mainly due to the increase in capital expamés in 2020.
Ratio of Return on Total Assets, ratio of retom shareholder’'s equity, ratio of net income beftax to paidn
capital, net profit ratio, and earnings per shaf€l§): All the ratios had decreased from the yea2@19 as a restj
of the decrease in sales and profits mainly duthéocappreciation of the New Taiwan dol&rd the decline in th
average sales unit price in 2020.

Cash flow ratio and cash reinvestment ratio: M§adue to the decrease in the net cash inflow figparating
activities in 2020 compared with that in 2019, i#3g in a decrease in the ratios than in 2019.

Operational leverage and financial leverage:niiyailue to the decrease in the operating incam2020 comparg
with that in 2019, resulting in a decrease in thestage ratios.

For the financial ratios which have increased areasedy more than 20% in the last year, the explanataoesa
follows:

Times interest earned and earnings per shar$)(Wlinly due to the increase in revennethe first quarter of 201
from the effect of the semiconductor prosperity.

Inventory turnover (times): Mainly due to timeriease in the cost of goods sold in 2021.

Cash Reinvestment Ratio: The cash reinvestmegit was increased mainly due tbe unresolved divide
distribution in 2021Q1.

Cash flow ratio: Mainly due to the decreaseédhcash flow from operating activities in the ffigsiarter of 2021.
Operating leverage: Mainly due to the incréasaperating income in 2021 companeih that in 2020, resulting
a decrease in the leverage ratio.

Note 1: Financial data audited or reviewed by titeependent auditor.
Note 2: The financial analysis formulas are afes:
1. Financial structure

(1) Debt to asset ratio = total liabilities/totakets



(2) Ratio of long-term capital to property, planhda equipment = (total equitig® noncurrent
liabilities)/property, plant and equipment.
2. Solvency ratio
(1) Current ratio = current assets/current liailetit
(2) Quick ratio = (current assets — inventorieseppid expense)/current liabilities
(3) Interest protection multiples = pre-income &aud interest profits/interest expenditure of thiente
3. Operating performance
(1) Receivables (including accounts receivable lgiltgl receivable that are incurred as a resultudifiess
operation) = net sales/balance from average regleivaof each term (including accounts receivable
and bills receivable)
(2) Average collection days = 365/receivables tuemno
(3) Inventory turnover = sales cost/average inwgnialue
(4) Payables (including accounts payable and Ipigable that are incurred as a result of business
operation) = sales cost/balance from average pegaifl each term (including accounts payable and
bills payable)
(5) Average inventory turnover days = 365/inventiomynover
(6) Turnover of property, plant and equipment =saés amount/ average net worth of property, @adt
equipment
(7) Total assets turnover = net sales amount/aeedrdgl assets
4. Profitability
(1) Return on assets = (after tax net profit +riegeexpenses x (1- tax rate))/average asset lgalanc
(2) Return on equity = net income/average totaltgqu
(3) Net profit ratio = net income/net sales amount
(4) Earnings per share = (profits or loss attribleéao owners of the parent company - preferredksto
dividend)/weighted average stock shares issued
5. Cash Flow
(1) Cash flow ratio = net cash flow from businessvities/current liabilities
(2) Net cash flow adequacy ratio = net cash floenfroperating activities for the last five yearspjta
expenditures + inventory increase + cash dividendHe last five years)
(3) Cash reinvestment ratio = (net cash flow froperating activities — cash dividend)/gross property
plant and equipment value + long-term investmeather non-current assets + working capital)
6. Leverage:
(1) Operating leverage = (Net operating income anges in operating cost and expense)/operating
income
(2) Financial leverage = operating income/(opetpiimtome/interest expenses)
Note 3: The cash flow ratio, cash flow adequacipramd cash reinvestment ratio are not shown becidngse
is a net cash outflow from operating activitiestmy are negative after deduction of cash dividends
Note 4: There is a net operating loss, so it isapmiicable.
Note 5: Earnings per share is the amount aftepspéctive adjustment.



2. Financial Analysis — IFRS (Standalone)

Yeall Financial analysis for the latest five years (Nbye
Analysis item (Note 2) 2016 | 2017 2018 2019] 2020
Debt to assets ratio (%) 57185 43.44 33.74 31.40 29.91
Financial |Ratio of long-term capital to property, plant
structure d equipmel 182.7§ 205.15 302.00 299.01 295.17%
(%)
Current ratio (%) 91.14 83.82 248.33 256.32 286.22
Solvency |Quick ratio (%) 53.26 58.85 198.58 187.40 200.2§
Times interest earned (13.68) 2.13 37.20 23.46 16.6(
Turnover of receivables (times) 846 451 4.71 4.18 3.9¢
Average days of collection 13 81 77 87 94
Inventory turnover (times) 3.12 4.08 5.69 4.15 3.36
Operatjng Turnover rate of payables (times) 494 5.19 4.89 4.67 6.55
capacity Average sales days 117 89 64 88| 109
I(Dtirrzpéirty, plant and equipment turnover 1.09 134 1.99 1.76 134
Total asset turnover (times) 0{37 0.45 0.58 0.49 0.39
Return on assets (%) (11.75) 3.34 15.01 9.24 4.14
Return on equity (%) (28.06) 5.32 23.74 13.19 5.6
Profitability 5:‘;?&?2(2“ profit before tax to paid-in (36.02]  6.26 3781 2679  12.0d
Net profit ratio (%) (34.37 5.89 25.13 18.06 10.14
Earnings per share ($) (Note 5) (3/65) 0.67 3.80 2.41 1.04
Cash flow ratio (%) 10.65 25.93 69.94 103.94 66.24
Cash flow |Cash flow adequacy ratio (%) 71|01 146.14 187.08 138.09 126.03
Cash flow reinvestment ratio (%) 2149 6.36 8.04 5.18 0.79
Operating leverage Note 4  2.63 1.30 1.40Q 2.16
Leverage [— -
Financial leverage Notg 4  1.27 1.03 1.04 1.09

Please explain the reasons for changes in thedialaratios in the latest two years. (An analysifnidot necessa
for changes below 20%.)
For the financial ratios which have increased areased by more than 20% in the last two yearsexpenations
are as follows:
1.

5.

6.

Times Interest Earned Ratio: The 2020 Times Intéf@sned Ratio had decreased from the year of 2814
result of the decrease in profits in 2020 mainlg tuthe appreciation of the New Taiwan dollar #reldecling
in the average sales unit price in 2020.

Accounts Payable Turnover (times): The AccountsaBbey Turnover (times) had increased from the yé
2019 mainly due to the payments made by the corepamintinuously.

Average Days in Sales: The “Average DaysafeS§' is increased mainly due to the 2020 reverageehsed N
about 25% from the year of 2019.

Property, plant and equipment turnover, totaketsurnover, ratio of return on total assetsorafi retun on
shareholders’ equity, ratio of net income beforettapaidin capital, profit ratio, and earnings per shar@ Dt
All the ratios had decreased from the year of 284@ result of the decrease in sales and profitslyndue tq
the appreciation of the New Taiwan dollar and teelide in the average sales unit price in 2020.

Cash flow ratio and cash reinvestment ratio: Mathle to the decrease in the net cash inflow froeratpg
activities in 2020 compared with that in 2019, f#sg in a decrease in the cash flow ratio thag0a9.
Operating leverage: Mainly due to the decreaséénaperating income in 2020 compared with that0aY
resulting in a decrease in the leverage t

Note 1: Financial data audited or reviewed by titeependent auditor.
Note 2: The financial analysis formulas are afes:



1. Financial structure
(1) Debt to asset ratio = total liabilities/totalkeats
(2) Ratio of long-term capital to property, planhda equipment = (total equitig®® noncurrent
liabilities)/property, plant and equipment.
2. Solvency ratio
(1) Current ratio = current assets/current lialetit
(2) Quick ratio = (current assets — inventorieseppid expense)/current liabilities
(3) Interest protection multiples = pre-income & interest profits/interest expenditure of thente
3. Operating performance
(1) Receivables (including accounts receivablelzilisl receivable that are incurred as a resultusfitess
operation) = net sales/balance from average reoeivaf each term (including accounts receivable
and bills receivable)
(2) Average collection days = 365/receivables tueno
(3) Inventory turnover = sales cost/average inugnalue
(4) Payables (including accounts payable and Ipligable that are incurred as a result of business
operation) = sales cost/balance from average peyaifl each term (including accounts payable and
bills payable)
(5) Average inventory turnover days = 365/inventiumnover
(6) Turnover of property, plant and equipment =sa@és amount/ average net worth of property, @adt
equipment
(7) Total assets turnover = net sales amount/aedrsgl assets
4. Profitability
(1) Return on assets = (after tax net profit +riedeexpenses x (1- tax rate))/average asset lealanc
(2) Return on equity = net income/average totaltgqu
(3) Net profit ratio = net income/net sales amount
(4) Earnings per share = (profits or loss attribleéao owners of the parent company - preferredksto
dividend)/weighted average stock shares issued
5. Cash Flow
(1) Cash flow ratio = net cash flow from businestvities/current liabilities
(2) Net cash flow adequacy ratio = net cash flomrfroperating activities for the last five yearsfita
expenditures + inventory increase + cash dividendHhe last five years)
(3) Cash reinvestment ratio = (net cash flow froperating activities — cash dividend)/gross property
plant and equipment value + long-term investmeather non-current assets + working capital)
6. Leverage:
(1) Operating leverage = (Net operating income anges in operating cost and expense)/operating
income
(2) Financial leverage = operating income/(opetpiimtome/interest expenses)
Note 3: The cash flow ratio, cash flow adequaciprand cash reinvestment ratio are not shown becthese
is a net cash outflow from operating activitiegtay are negative after deduction of cash dividends
Note 4: There is a net operating loss, so it isapmiicable.
Note 5: Earnings per share is the amount aftengpéctive adjustment.



(I) Adopting the ROC Financial Accounting Standards
1. Financial analysis — ROC Financial Accountingrisfards (Consolidated): Not
applicable.
2. Financial analysis — ROC Financial Accountingr@ards (Standalone): Not
applicable.

[ll.  Audit Committee’s Audit Report on the Last Y&aFinancial Report

Wafer Works Corporation

Audit Committee’s Audit Report

The Company’s 2020 Business Report and the finhsiagements (including
separate and consolidated financial statementsieauoy CPAs Hsiao-Shing Lo and
Mao-I Hung of Ernst & Young prepared by the Boaf@doectors and the earnings
distribution proposal of the Company were revielWwgdhe Audit Committee in
accordance with laws and no nonconformities weuado We hereby issue the Report
in accordance with Article 14-4 of the Securitiesl &xchange Act and relevant
provisions of the Company Act.

Please approve.

Yours sincerely,

2021 Regular Shareholders’s Meeting of Wafer W@&#&gporation

Audit Committee, Wafer Works Corporation

Convener: Feng-l, Lin ﬁ /M

March 25, 2021



V. Latest financial report

English Translation of Financial Statements and&pd® Originally Issued in Chinese
AUDIT REPORT OF INDEPENDENT AUDITORS

To: the Board of Directors and Shareholders of
Wafer Works Corp.

Opinion

We have audited the accompanying parent-companytmiince sheets of Wafer Works Corp. (the
“Company”) as of December 31, 2020 and 2019, aeddlated parent-company-only statements of
comprehensive income, changes in equity and cas¥s ffor the years then ended, and notes to the
parent-company-only financial statements, includimg summary of significant accounting policies
(together “the parent-company-only financial statats”).

In our opinion, based on the results of our auaiitd the reports of other auditor (please refehéo t
Other Matter — Making Reference to the Audit of an@onent Auditor section of our report), the
parent-company-only financial statements referoedltove present fairly, in all material respedts, t
parent-company-only financial position of the Compas of December 31, 2020 and 2019, and their
parent-company-only financial performance and dashis for the years then ended, in conformity
with the requirements of the Regulations Governthg Preparation of Financial Reports by
Securities Issuers.

Basis for Opinion

We conducted our audits in accordance with the Régas Governing Auditing and Attestation of
Financial Statements by Certified Public Accourgaatd auditing standards generally accepted in
the Republic of China. Our responsibilities undeose standards are further described in the
Auditors’ Responsibilities for the Audit of the Rat-Company-Only Financial Statemeségction

of our report. We are independent of the Compangcdeordance with the Norm of Professional
Ethics for Certified Public Accountant of the Repalof China (the “Norm”), and we have fulfilled
our other ethical responsibilities in accordancthwihe Norm. Based on our audits and the reports
of other auditor(s), we believe that the audit emick we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in oofegsional judgment, were of most significance in
our audit of parent-company-only financial statetadar the year ended December 31, 2020.



These matters were addressed in the context ofedit af the parent-company-only financial
statements as a whole, and in forming our opinlmreon, and we do not provide a separate
opinion on these matters.

Other non-current assets — valuation on prepayfoemurchasing materials

As of December 31, 2020, prepayment for purchasiatgrials in amount of NT$276,707 thousand
was accounted for under the caption of other nareatiassets, representing 2% of total assets. The
prepayment was executed under purchasing agreesntered into with certain material suppliers
for the purpose to stabilize the sources of multivfaterials. However, due to rapid change in
related industry and economy, significant drop iatenial price, and long-term unbalance in
demand and supply, the management estimates thah#dvoidable costs of meeting the obligations
under the contract exceed the economic benefiteat@p to be received under it. This estimation
involved the significant judgement from managemé&tie decide it to be one of our key audit
matters and our audit procedures therefore have peescribed to include, but not limit to,
obtaining an understanding regarding the managespracedure to assess the impairment loss
(including how to identify the unavoidable cost ahd economic benefits to be received), review
purchase agreements and any amendments or addgiated, verifying the actual execution of the
contracts for confirming the reasonableness ofntamagement’s accrual, and re-calculating the
loss amounts for its accuracy. Meanwhile, we haveuated the appropriateness of the related
disclosure in Note 5 and 9 to the parent-compary-omancial statements.

Provision against inventory

We determine that provision against inventory soabne of the key audit matters. The Company
and its subsidiaries’ inventory in amount of NT®I/ 507 thousand, representing 9% of parent-
company-only total assets, as of December 31, 20Zignificant to the Company’s financial
statements. Due to material price being influenbgdmarket demand and supply, the prices of
inventory tend to change rapidly. The determinabbmventory’s net realizable value involved the
significant judgement from management. We decide tbe one of our key audit matters and our
audit procedures therefore have been prescribethdinde, but not limit to, assessing the
appropriateness of the Company’s inventory prouispmlicy (including how the management
estimates the net realizable

value of inventory in considering of expecting dewhand market values), testing the effectiveness
of internal control system and execution regardmgntory management, evaluating the accuracy
of the inventory’s net realizable value appliedrbgnagement (including sale price), test samples,
etc. Also, we have evaluated the appropriatenegbeofelated disclosure in Note 5 and 6 to the
parent-company-only financial statements.



Other Matter — Making Reference to the Audit of a @mponent Auditor

We did not audit the financial statements of H&li@mpany Ltd., an indirectly invested associate
accounted for under the equity method by the Compdine financial statements of Helitek
Company Ltd. as of December 31, 2020 and 2019,fanthe years then ended were audited by
other auditors, whose reports thereon have beemshed to us. Our audit, insofar as it related to
the investment in the associate accounted for utideequity method amounting to NT$147,515
thousand and NT$157,012 thousand as of Decembe2(020 and 2019 representing 1.14% and
1.16% of the Company’s total assets, the relatedeshof income before tax from the associate
under the equity method for the year then endeduatimg to NT$(1,704) thousand and NT$3,562
thousand representing (0.28)% and 0.29% of the @agip income before tax, are based solely on
the audit reports of other auditors.

Responsibilities of Management and Those Charged thi Governance for the Parent-Company-
Only Financial Statements

Management is responsible for the preparation amndpresentation of the parent-company-only
financial statements in accordance with the reguems of the Regulations Governing the
Preparation of Financial Reports by Securities dssuand International Financial Reporting
Standards, International Accounting Standards, rpné¢ations developed by the International
Financial Reporting Interpretations Committee @ trmer Standing Interpretations Committee as
endorsed by Financial Supervisory Commission of Republic of China and for such internal
control as management determines is necessaryaldlecthe preparation of parent-company-only
financial statements that are free from materiastaitement, whether due to fraud or error.

In preparing the parent-company-only financial estagnts, management is responsible for assessing
the ability to continue as a going concern of tlenPany, disclosing, as applicable, matters relaied
going concern and using the going concern basaodunting unless management either intends to
liquidate the Company or to cease operations, ®mbaealistic alternative but to do so.

Those charged with governance, including audit cdtes are responsible for overseeing the
financial reporting process of the Company.

Auditor’'s Responsibilities for the Audit of the Parent-Company-Only Financial Statements

Our objectives are to obtain reasonable assurdnmet avhether the parent-company-only financial
statements as a whole are free from material ntésaent, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Reable assurance is a high level of assurances but
not a guarantee that an audit conducted in accoedaith auditing standards generally accepted in



the Republic of China will always detect a matemasstatement when it exists. Misstatements can
arise from fraud or error and are considered natériindividually or in the aggregate, they could
reasonably be expected to influence the economucsidas of users taken on the basis of these
parent-company-only financial statements.

As part of an audit in accordance with auditinghdeads generally accepted in the Republic of
China, we exercise professional judgment and miairpeofessional skepticism throughout the
audit. We also:

1. Identify and assess the risks of material misstant of the parent-company-only financial
statements, whether due to fraud or error, desighperform audit procedures responsive to
those risks, and obtain audit evidence that is@afft and appropriate to provide a basis for our
opinion. The risk of not detecting a material magsment resulting from fraud is higher than for
one resulting from error, as fraud may involve wsibn, forgery, intentional omissions,
misrepresentations, or the override of internaki@n

2. Obtain an understanding of internal control vaig¢ to the audit in order to design audit
procedures that are appropriate in the circumstrog not for the purpose of expressing an
opinion on the effectiveness of the internal cdmfadhe Company.

3. Evaluate the appropriateness of accounting ipsliused and the reasonableness of accounting
estimates and related disclosures made by managemen

4. Conclude on the appropriateness of managemase'©f the going concern basis of accounting
and, based on the audit evidence obtained, whatheterial uncertainty exists related to events
or conditions that may cast significant doubt oa &lbility to continue as a going concern of the
Company. If we conclude that a material uncertagxigts, we are required to draw attention in
our auditor’s report to the related disclosurethm consolidated financial statements or, if such
disclosures are inadequate, to modify our opiniOnr conclusions are based on the audit
evidence obtained up to the date of our auditafsort. However, future events or conditions
may cause the Company to cease to continue ang goncern.

5. Evaluate the overall presentation, structure ematent of the parent-company-only financial
statements, including the accompanying notes, amether the parent-company-only financial
statements represent the underlying transactiomss eaents in a manner that achieves fair
presentation.

6. Obtain sufficient appropriate audit evidencearéng the financial information of the entities or
business activities within the Company to expressopinion on the parent-company-only
financial statements. We are responsible for thecton, supervision and performance of the



group audit. We remain solely responsible for awdiopinion.

We communicate with those charged with governaagarding, among other matters, the planned
scope and timing of the audit and significant atiddings, including any significant deficiencies i
internal control that we identify during our audit.

We also provide those charged with governance waitstatement that we have complied with
relevant ethical requirements regarding indepenelerand to communicate with them all
relationships and other matters that may reasonablthought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those chargéd governance, we determine those matters
that were of most significance in the audit of 2@20ent-company-only financial statements and
are therefore the key audit matters. We describsetimatters in our auditor’s report unless law or
regulation precludes public disclosure about thétenar when, in extremely rare circumstances,
we determine that a matter should not be commusdcan our report because the adverse
consequences of doing so would reasonably be eeghéztoutweigh the public interest benefits of
such communication.

oo, Haiws- Chin

Lo, Hsiao-Chin

(Frorf, Mao- G

Hong, Mao-Yi

Ernst & Young
March 25, 2021
Taipei, Taiwan,
Republic of China

Notices to Readers

The accompanying parent-company-only financialestents are intended only to present the parent-eogpnly
financial position, results of operations and caffbws in accordance with accounting principles apthctices
generally accepted in the Republic of China on Baivand not those of any other jurisdictions. Thendards,
procedures and practices to review such consoliiditeancial statements are those generally acceptatlapplied in
the Republic of China on Taiwan.

Accordingly, the accompanying parent-company-oimgricial statements and report of independent antanis are
not intended for use by those who are not informledut the accounting principles or auditing standmgenerally
accepted in the Republic of China, and their agtlans in practice. As the financial statements e responsibility
of the management, Ernst & Young cannot accepiiahiity for the use of, or reliance on, the Ergjlitranslation or
for any errors or misunderstandings that may defireen the translation



English Translation of Parent-Company-Only Financial Statements Originallv Issued in Chinese

Wafer Works Corp.

Parent-Company-Only Balance Sheets
As of December 31, 2020 and 2019

{Amounts Expressed in Thousands of New Taiwan Dollars)

Assets 2020 2019
Code Accounts Notes Amount % Amount %o
Current assets
1100 Cash and cash equivalents 4, 6(1) $1,859,490 15 $2,282,061 17
1110 Financial assets at fair value through profit or loss 4, 6(2) 9,171 - 8,370 -
1136 Financial assets measured at amortized cost 4, 6(3),8 7,003 - - -
1170 Accounts receivable, net 4, 6(4) 554,349 4 811,702 6
1180 Accounts receivable - related parties, net 4,6(4),7 643,520 5 449,722 3
1200 Other receivables 25,205 - 339,081 3
1210 Other receivables - related parties 7 122,380 1 61,695 -
1310 | Inventories, net 4, 6(5) 1,197,507 9 1,292,773 10
1410 Prepayments 185,996 2 175,164 1
1470 Other current assets 3,137 - 38,303 -
11XX Total current assets 4,607,758 36 5,458,871 40
Non-current assets

1536 Financial assets carried at amortized cost 4,6(3),8 9,967 - 9.967 -
1550 Investment accounted for under equity method 4, 6(6) 3,995,680 31 3,556,997 26
1600 Property, plant and equipment, net 4, 6(7),78,9 3,845,943 30 3812595 29
1755 Right-of-use asset 4, 6(17) 54,527 - 76,403 1
1780 Intangible assets, net 4, 6(8) 6,667 - 6,393 -
1840 Deferred tax assets 4, 6(21) 37,873 - 37,873 -
1915 Prepayment for equipment 99,995 1 156,044 1
1920 Refundable deposits 8,9 26,972 - 62,266 -
1990 Other non-current assets 7.9 276,707 2 352,210 3
I15XX Total non-current assets 8,354,331 64 8,070,748 60
1 XXX |Total Assets $12,962,089 100 $13,529.619 100

(The accompanying notes are an integral part of the parent-company-only financial statements.)




English Translation of Parent-Company-Only Financial Statements Originally Issued in Chinese
Walcr Worls Corp.

Parcnt-Company-Only Balance Sheets (Continued)

As of December 31, 2020 and 2019
(Amounts Expressed in Thousands of New Taiwan Dollars)

Liabilitics and Equily 2020 2019
Code Accounts Nolcs Amount Yo Amount %

Current liabilitics
2100 Short-term loans 6(9) $504,339 4 $579,606 4
2130 Contract liability 4, 6(15) 593 - 1,263 -
2170 Accounts payable 358,259 3 514,115 4
2180 Accounts payable - related parties 7 127,419 1 275,956 2
2200 Other payables 6(10) 517,267 4 513,025 4
2220 Other payables - related partics 7 451 - 249 -
2230 Current income tax liabilities 4 88,298 1 48,987 -
2281 | Leasc liabilitics 4,6(17) 5,542 - 6,899 -
2322 Current portion of long-term loans 6(12),8 5,242 - 186,000 1
2399 Other current liabilities 6(11) 2,479 - 3,582 -
21IXX Total current liabilitics 1,609 889 13 2.129.682 15

Non-current liabilities
2527 | Contract liability 4, 6(15) 527,989 4 588531 4
2540 Long-lcrm loans 6(12),8 1,611,704 13 1.364.000 10
2581 Lease liabilities 4, 6(17) 49,637 - 70,413 1
2630 Long-term deferred revenue 2,055 - - -
2640 |  Accrued pension liabilitics 4,6(13) 58,888 - 57.911 -
2645 Dcposits received 16,476 - 38,066 -
25XX Total non-current habilitics 2,266,749 17 2,118,921 15
2XXX|Total liabilitics 3,876,638 30 4,248 603 30
3100 |Capital 6(14)
3110 Common stock 5,108,984 39 5,108,984 38
3200 |Capital surplus 6(14) 2,641,147 20 2,641,147 20
3300 |Retained earnings 6(14)
3310 Legal reserve 341,802 3 218,582 2
3320 Special reserve 593,580 5 428 317 3
3350 Unappropriated carnings 783,831 6 1,477,566 11
3400 |Other components of cquity (383,893) (3) (593,580) (4)
3XXX|Total equity 9,085,451 70 9,281,016 70

Total liabilitics and cquity 512,962,089 100 $13,529.619 100

(The accompanying notes are an integral part of the parent-company-only financial statements.)




English Translation of Parent-Company-Only Financial Staicmenis Originally Issued in Chincse
Walcr Works Corp.
Parent-Company-Only Statements of Comprehensive Income
For the Years Ended December 31, 2020 and 2019
(Amounts Expressed in Thousands of New Taiwan Dollars, Except Earnings Per Share)

2020 2019
Code Accounts Notes Amounl Yo Amount pe
4000 |Operating revenucs 4. 6(15). 7 $5.135.703 100 $6,820.930 100
5000 |Operating costs 7 (4,179.902) (81) (4,803,258) (70)
5900  |Gross profit from operations 955,801 19 2,017,672 30
5910 |Unrcalized gross profit (loss) Irom salcs 32,000 1 (42,000) (1)
5950 |Gross profit from operations 987 801 20 1,975,672 29
6000 |Operating expenses
6100 Selling (156,738) 4) (160,548) 2)
6200 Gengeral and administrative (229.610) (4) (232,020) 3)
6300 Rescarch and development (122,334) (2) (66,199) (n
6450 Expected credit gains (losses) 4, 6(16) - - 248 -
Operaling cxpenscs Lolal (508,682) (10) (458,519) (6)
6900 |Operaling income 479 119 10 1,517,133 23
7000 |Non-operating income and expenses
7010 Other income 6(19) 48,219 1 27,067 -
7020 Other gains and losscs 6(19), 7 (37,017) (1) (136,591) (1
7050 Finance costs 6(19) (39.589) (1) (60,863) (1
7070 Share of profit or loss of subsidiaries, associates and joint ventures 4, 6(6) 166,785 3 19910 -
Non-opcrating income and ¢xpensc Lolal 138,398 2 (150,477) 2
7900  |Income before income tax 617,517 12 1,366,676 21
7950  |Income tax benefit 4, 6(21) (98,799) (2) (134,475) 2)
8200 |Net income 518,718 10 1,232,201 19
8300 |Other comprehensive income (loss) 6(20)
8310 |Item that not be reclassified subsequently to profit or loss
8311 Actuarial gain (loss) on defined benefit plans (4,353) - (4,732) -
8320 Unrcalized gains or losscs on [inancial asscls 172,834 3 (8,112) -
at fair value through other comprehensive income (loss)
8360 |Items that may be reclassified subsequently to profit or loss
8370 Share of other comprehensive income (loss) of subsidiaries, associates and joint ventures 36,833 1 (157,151) (2)
Total other comprehensive income, net ol lax 205,334 4 (169,995) (2)
8300 |Total comprchensive income (loss) §724,052 14 $1.062,206 17
9750  |Earnings per share - basic (in NT$) 6(22) __ 5102 241
9850 |Earnings per sharc - diluted (in NTS$) 6(22) — SLOL — S240

(The accompanying notes are an integral part of the parent-company-only financial statements. )




Wafer Works Corp.

Parent-Company-Only Statements of Changes in Fquity
T'or the Years Cnded December 31, 2020 and 2019

(Amounts Lxpressed in Thousands of New Taiwan Dollars)

Retamed Camuings Other Compoencents of cquity
Items Capital :;1.;112}‘ Legal Speeial Unappropriated Eﬁ:ﬁ;ﬁ ; ii}:ﬁ;ﬁi Uncarned Employec ‘Total
Reserve Reserve Famings o loreigm operations Benefit Equity
Code 3100 3200 3310 3320 3350 3410 3490 k3,904
Al |Balance as of Janvary 1, 2019 $5.108,984 $2.541.916 $27.697 $224,987 1,921,558 $(152.074) $(276,243) $9.396,825
Appropriation and distribution of 2018 carnings:
Bl Ligal reserve 190 885 (190,885) )
B3 Special reserve 203,330 (203,330) -
Bs Cash dividends - common shares (1,277,246) (1.277.246)
L1 |Share ol changes in nel assets ol associales and joint venlures accounted 99,231 99,231
Tor using the equily method
31 |Netincome for 2019 1,232.201 1232201
D3 Other comprehensive income (loss) for 2019 (4,732 (157,151) (8.112) (169,995)
s |Total comprehensive income (loss) . R - - 1,227 469 (157.151) (8,112 1,062,206
71  |Balance as of December 31, 2019 $5.108,984 $2.641.147 5218,582 $428,317 $1.477.566 5(309.225) $(284,355) $9.281.016
Al |Balance as ol January 1, 2020 $5,108,984 $2,641.147 $218,582 $428,317 $1.477.566 5(309,225) $(284,355) $9,281.016
Appropriation and distribution of 2019 eamnings:
Bl Legal reserve 123,220 (123,220) -
B3 Special rescrve 163,263 (163,263) -
Bs Cash dividends - common sharcs (919,617) (919.617)
D1 |Nel income for 2020 518,718 518718
D3 Other comprehensive income (loss) for 2020 (4,353) 36,833 172 834 205,334
D5 | Total comprehensive income (loss) - - - - 514,365 36,833 172,834 724,052
71 |Balance as of December 31, 2020 $5,108,984 $2.641,147 $341,802 $593 580 $783,831 $(272,372) $(111,521) $9,085.451

(The accompanying notes arc an integral part of the parent-company-only financial statements.)




English Translation ol Parent-Company-Only Financial Statements Originally Issued in Chinese

Waler Works Corp.

Parent-Company-Only Statements of Cash Ilows
Trar the Years linded December 31, 2020 and 2019
(Amounts Expressed in Thousands of New Tatwan Dollars)

Code Ttems 2020 2019 Code Items 2020 2009
AAAA |Cash flows trom operating activities: BBBB |Cash flows from investing activities:
AT0000 Net income before tax $617.517 $1,366.676 | B0OO40 Disposal (acquisition) of [inancial asscls al amortised cosi (7,003} 262
A20000 | Adjustments: BOLSOO [ Acquisition of investment accounted for under equity method (30.211) (328,616)
A20010 | Profit or loss not elleeting cash flows: BO2700 | Acquisition of property, plant and equipment (553,388) (470,172)
AZ0400 Ned loss (gain) ol lnancial assels (Liabiliies) sl fair value through profil or loss (801) {1,494y | BO2Z800 | Procceds lrom disposal ol property, plant and cquipment 26,674 -
A21200 Inierest income (7,131} (12,223 | B03800 | Deerease (inereasc) in relundable deposits 35,294 39348
A20900 Interest expense 39,589 60,863 | 304500 | Acquisition of intangible assets (6,240} (9.193)
A20100 Deprecialion 380,749 554,419 | BBBB Net cash provided by {(used in) invesling aclivitics (335,374) {768.371)
A20200 Amartization 5,966 3,152
A20300 Iixpected credit losses (gain on recovery) - (248) | CCCC [Cash flows from finaneing activities:
A223500 Gain on disposal ol property, plant and cquipment - (142) | Co0100 | Inereasc in (repayment of) shori-lerm loans (75,267) 72,411
A22400 Share of prolil or loss ol subsidiarics, associaies and joml venlures (1378} - 01600 | Increase in long-term loans 120,300 -
AZ1900 Cost of share based payment (166,785) (19.910) | COL700 Repayment of long-term loans (50,967) (8.353)
A23700 Impairment loss on non-financial assets 4,000 113,553 | C03000 Increase in guarantee deposits received (21,590) (38,922)
A24000 Unrealized (gains) losses (32,000} 42,000 | CO4020 | Payments of lease liabilities (6,390) (8,736)
AZZ600 Reclassification of property, plant and equipment to expense 270 - | C04500 | Payment of cash dividends (919,617) (1,277,246)
A20000 Loss (gain) on governmenl granls (144) - | cocc Net cash provided by (used in) [inancing activilics (953,531) (1,260 846)
A20900 Loss (gain) on lease modification (1.365) -
A30000 | Changes in operating assets and liabilities:
A3l115 liinancial assets at fair value through profit or loss - 142
A31150 Accounts reecivable 257,353 287,932 EEEE |Nel Increase (decrease) in cash and cash equivalents (422,571) 184,292
AZ1160 Accounts receivable - related parties (193,798) 275,053 | 1100100 [Cash and cash equivalents at beginning of period 2,282,061 2,097,769
A31180 Other receivable 313,804 111,242 | E00200 |Cash and cash cquivalents at end of period §1.859,490 $2,282.061
A31190 Other reecivable - related partics (60,685) 191,457
A31200 Inventories 95,266 (27L.731)
A32125 Contract liabilities (61,212) (170,577)
A31230 Prepayment 64,671 308,601
A31240 Other current asscls 35,166 (21.061)
A32130 Notes payable - (1.41%)
A32150 Accounis payable (155,850) (163,376)
A32160 Accounts pavable - related parties (148,537) (311.141)
A3Z180 Other payahle (22,290) (19,834)
A32190 Other payable - related parties 202 {7.081)
A32230 Other current liabilitics (1,494) 2.05%
A32240 Net defined benefit liability (3,376) (3,072)
A33000 Cash gencrated [rom operations 1,157,701 2,371,243
AJ3200 Interest received 7,203 12,074
A33300 Interest paid (39,082) (38,557T)
A33500 Income tax paid (59 488) (111.251)
AAAA Net cash provided by (used in) operaling aclivilics 1,066,334 2,213,500

(The aecompanying noles are an inlegral part ol the pareni-company-only linaneisl stalements.)
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1. History and organization

Wafer Works Corp. (the “Company”) was incorporatedJuly 24, 1997. The Company’s major
business activities are as follows:

(1) R&D, design, manufacturing, trading or the dlsition of semiconductor materials;

(2) R&D, design, manufacturing, trading, and thegassing of semiconductor wafer and one-
step service;

(3) Technique transfer and consulting businessifove items.

The Company’s common shares were publicly listethenTaiwan Gre Tai Securities Market on
May 13, 2002. The Company’s registered office isNat1l, Pingguo Rd., Yang Mei Dist,
Taoyuan City, Taiwan, R.O.C. The Company’s mainifess address is at No.100, Longyuan
1st Rd., Longtan Science Park, Taoyuan City, Tajia®.C.

2. Date and procedures of authorization of findrstiements for issue

The financial statements of the Company were aigbdrto be issued in accordance with a
resolution of the Board of Directors’ meeting oneta25, 2021.

3. Newly issued or revised standards and interpoas

(1)Changes in accounting policies resulting fromlging for the first time certain standards and
amendments

The Company applied for the first time the Intelmadl Financial Reporting Standards,
International Accounting Standards, and Interpretatissued, revised or amended which are
recognized by Financial Supervisory Commission CHSand become effective for annual
periods beginning on or after January 1, 2020. Afsam the nature and impact of the new
standard and amendment is described below, theingmganew standards and amendments
had no material impact on the company.

(a)Covid-19-Related Rent Concessions (AmendmentsR& 16)
The Company elected to early apply Covid-19-Reld®eoht Concessions (Amendment to

IFRS 16) which is recognized by FSC for annual qusibeginning on or after January 1,
2020, and in accordance with the requirements efttansition. For the rent concession
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arising as a direct consequence of the covid-1@¢maic, the Company elected not to assess
whether it is a lease modification but accounteskita variable lease payment. Please refer to
Note 6 for disclosure related to the lessee whecjuired by the amendment.

(2) Standards or interpretations issued, revisedamended, by International Accounting
Standards Board (“IASB”) which are endorsed by FB@,not yet adopted by the Company
as at the end of the reporting period are listdavine

Effective Date

Items New, Revised or Amended Standards and Interpretatio issued by IASB
a Interest Rate Benchmark Reform - Phase 2 (Amentmi®| January 1, 2021

IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16)

(a)Interest Rate Benchmark Reform - Phase 2 (Amenthkiio IFRS 9, IAS 39, IFRS 7, IFRS
4 and IFRS 16)

The final phase amendments mainly relate to thectffof the interest rate benchmark
reform on the companies’ financial statements:

I. A company will not have to derecognize or adjlrst tarrying amount of financial
instruments for changes to contractual cash flaswequired by the reform, but will
instead update the effective interest rate to ceftte change to the alternative
benchmark rate;

II. A company will not have to discontinue its hedgccounting solely because it
makes changes required by the reform, if the hedegets other hedge accounting
criteria; and

[ll. A company will be required to disclose infortitn about new risks arising from the
reform and how it manages the transition to alt&vadenchmark rates.

The abovementioned amendments that are applicablenhual periods beginning on or
after January 1, 2021 have no material impact erCthmpany.

(3) Standards or interpretations issued, reviseahoended, by IASB which are not endorsed by
FSC, and not yet adopted by the Company as atrtieokthe reporting period are listed
below.
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Effective Date

ltems New, Revised or Amended Standards and lr&fpons issued by IASB
a IFRS 10 “Consolidated Financial Statements” ak8# P8| To be determined

“Investments in Associates and Joint Ventures” {e Sat by IASB

Contribution of Assets between an Investor and| its
Associate or Joint Ventures

b IFRS 17 “Insurance Contracts” January 1, 2023

c Classification of Liabilities as Current or Noarent —| January 1, 2023
Amendments to IAS 1

d Narrow-scope amendments of IFRS, includinglanuary 1, 2022

Amendments to IFRS 3, Amendments to IAS [16,
Amendments to IAS 37 and the Annual Improvements

e Disclosure Initiative — Accounting Policies — Amaenents| January 1, 2023
to IAS 1

f Definition of Accounting Estimates — AmendmentsiAS | January 1, 2023
8

(a)IFRS 10“Consolidated Financial Statements” ahfl P8“Investments in Associates and
Joint Ventures” — Sale or Contribution of Assetsi@®n an Investor and its Associate or
Joint Ventures

The amendments address the inconsistency betweerretiuirements in IFRS 10

Consolidated Financial Statements and IAS 28 Imwests in Associates and Joint
Ventures, in dealing with the loss of control okabsidiary that is contributed to an
associate or a joint venture. IAS 28 restricts gi@nd losses arising from contributions of
non-monetary assets to an associate or a jointukerto the extent of the interest
attributable to the other equity holders in theoagse or joint ventures. IFRS 10 requires
full profit or loss recognition on the loss of cwitof the subsidiary. IAS 28 was

amended so that the gain or loss resulting fromstde or contribution of assets that
constitute a business as defined in IFRS 3 betvaeeimvestor and its associate or joint
venture is recognized in full.

IFRS 10 was also amended so that the gains ordss#ting from the sale or contribution
of a subsidiary that does not constitute a busirssslefined in IFRS 3 between an
investor and its associate or joint venture is gatxed only to the extent of the unrelated
investors’ interests in the associate or joint uest



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

(b)IFRS 17 “Insurance Contracts”

IFRS 17 provides a comprehensive model for inswarmtracts, covering all relevant
accounting aspects (including recognition, measargmpresentation and disclosure
requirements). The core of IFRS 17 is the Gendrailding block) Model, under this
model, on initial recognition, an entity shall mewesa group of insurance contracts at the
total of the fulfilment cash flows and the contradtservice margin. The fulfilment cash
flows comprise of the following:

I.  Estimates of future cash flows;

[I. Discount rate: an adjustment to reflect theeimalue of money and the financial
risks related to the future cash flows, to the mixtbat the financial risks are not
included in the estimates of the future cash floavs]

[ll. A risk adjustment for non-financial risk.

The carrying amount of a group of insurance cotdratthe end of each reporting period
shall be the sum of the liability for remaining esage and the liability for incurred
claims. Other than the General Model, the standbal provides a specific adaptation for
contracts with direct participation features (tharidble Fee Approach) and a simplified
approach (Premium Allocation Approach) mainly foog-duration contracts.

IFRS 17 was issued in May 2017 and it was amendetume 2020. The amendments
include deferral of the date of initial applicatiai IFRS 17 by two years to annual

beginning on or after January 1, 2023 (from thgioél effective date of January 1, 2021);
provide additional transition reliefs; simplify sentequirements to reduce the costs of
applying IFRS 17 and revise some requirements tkentle results easier to explain.

IFRS 17 replaces an interim Standard — IFRS 4 &mg Contracts — from annual

reporting periods beginning on or after Januarg0pR3.

(c)Classification of Liabilities as Current or Nonfrent — Amendments to IAS 1

These are the amendments to paragraphs 69-76 ofllABesentation of Financial
statements and the amended paragraphs relateel ¢ctatisification of liabilities as current
or non-current.
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(d)Narrow-scope amendments of IFRS, including Anmeeidts to IFRS 3, Amendments to
IAS 16, Amendments to IAS 37 and the Annual Improeats

I.Updating a Reference to the Conceptual Frame\{nkendments to IFRS 3)

The amendments updated IFRS 3 by replacing a refereo an old version of the

Conceptual Framework for Financial Reporting witheéerence to the latest version,
which was issued in March 2018. The amendments adisled an exception to the

recognition principle of IFRS 3 to avoid the issafepotential “day 2” gains or losses

arising for liabilities and contingent liabilitieBesides, the amendments clarify existing
guidance in IFRS 3 for contingent assets that woutlbe affected by replacing the

reference to the Conceptual Framework.

[I.Property, Plant and Equipment: Proceeds befotended Use (Amendments to IAS 16)
The amendments prohibit a company from deductioghfthe cost of property, plant
and equipment amounts received from selling itemeglyced while the company is
preparing the asset for its intended use. Insteashmpany will recognize such sales
proceeds and related cost in profit or loss.

[11.Onerous Contracts - Cost of Fulfilling a CordtgAmendments to IAS 37)

The amendments clarify what costs a company shaaldde as the cost of fulfilling a
contract when assessing whether a contract is osero

IV.Annual Improvements to IFRS Standards 2018 202
Amendment to IFRS 1
The amendment simplifies the application of IFR®yla subsidiary that becomes a
first-time adopter after its parent in relation tee measurement of cumulative
translation differences.

Amendment to IFRS 9 Financial Instruments

The amendment clarifies the fees a company inclwdesn assessing whether the
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terms of a new or modified financial liability asebstantially different from the terms
of the original financial liability.

Amendment to lllustrative Examples Accompanying &F6 Leases

The amendment to lllustrative Example 13 accompapyiFRS 16 modifies the
treatment of lease incentives relating to lessiea'sehold improvements.

Amendment to IAS 41

The amendment removes a requirement to exclude ftask from taxation when
measuring fair value thereby aligning the fair walneasurement requirements in IAS
41 with those in other IFRS Standards.

(e)Disclosure Initiative — Accounting Policies — A&mdments to IAS 1

The amendments improve accounting policy disclasubat to provide more useful
information to investors and other primary usertheffinancial statements.

(f) Definition of Accounting Estimates — AmendmetadAS 8

The amendments introduce the definition of accogntstimates and included other
amendments to IAS 8 Accounting Policies, Change&dcounting Estimates and Errors
to help companies distinguish changes in accoungsgmates from changes in
accounting policies.
The abovementioned standards and interpretatiGugdsby IASB have not yet endorsed by
FSC at the date when the Company’s financial statésnwere authorized for issue, the local
effective dates are to be determined by FSC. Theng2oy assesses all standards and
interpretations have no material impact on the Camgp

4. Summary of significant accounting policies

(1)Statement of compliance

The Company’s parent-company-only financial stat@seas of and for the years ended
December 31, 2020 and 2019 were prepared in acooedaith Regulations Governing the
Preparation of Financial Reports by SecuritiesdssRegulations).
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(2)Basis of preparation

The Company prepared parent-company-only finarstetements in accordance with Article
21 of the Regulations, which provided that the praf loss and other comprehensive income
for the period presented in the parent-company-@ingncial statements shall be the same as
the profit or loss and other comprehensive incotir@atable to stockholders of the parent
presented in the consolidated financial statemientthe period, and the total equity presented
in the parent-company-only financial statementsl $leathe same as the equity attributable to
the parent company presented in the consolidatedndial statements. Therefore, the
Company accounted for its investments in subsigsanising equity method and, accordingly,
made necessary adjustments.

The parent-company-only financial statements haenlprepared on a historical cost basis,
except for financial instruments that have beensuesl at fair value. The parent-company-
only financial statements are expressed in thousahdew Taiwan Dollars (“NT$") unless
otherwise stated.

(3)Foreign currency transactions

The Company’s parent-company-only financial stat@sieare presented in its functional
currency, New Taiwan Dollars (NTD). Items includiedthe parent-company-only financial
statements are measured using that functionalroyre

Transactions in foreign currencies are initiall}comled by the Company at functional
currency rates prevailing at the date of the tretisa Monetary assets and liabilities
denominated in foreign currencies are retranslatetthe functional currency closing rate of
exchange ruling at the reporting date. Non-monatargs measured at fair value in a foreign
currency are translated using the exchange ratie atate when the fair value is determined.
Non-monetary items that are measured at histocasd in a foreign currency are translated
using the exchange rates as at the dates of tiwd transactions.

All exchange differences arising on the settlemehtmonetary items or on translating
monetary items are taken to profit or loss in tleeiqgn in which they arise except for the

following:

(a)Exchange differences arising from foreign curyemorrowings for an acquisition of a
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gualifying asset to the extent that they are regrras an adjustment to interest costs are
included in the borrowing costs that are eligildedapitalization.

(b)Foreign currency items within the scope of IFRBinancial Instruments are accounted for
based on the accounting policy for financial ingtemt.

(c)Exchange differences arising on a monetary itesh forms part of a reporting entity’s net
investment in a foreign operation is recognizetlafty in other comprehensive income and
eclassified from equity to profit or loss on displbsf the net investment.

When a gain or loss on a non-monetary item is neiceg in other comprehensive income,
any exchange component of that gain or loss isgr@zed in other comprehensive income.
When a gain or loss on a non-monetary item is neiged in profit or loss, any exchange
component of that gain or loss is recognized ifipoo loss.

(4)Translation of financial statements in foreigmrency

The assets and liabilities of foreign operatiores taanslated into NTD at the closing rate of
exchange prevailing at the reporting date and tlseme and expenses are translated at an
average exchange rate for the period. The exchdiffgeences arising on the translation are
recognized in other comprehensive income. On dapa$ a foreign operation, the
cumulative amount of the exchange differencesinglab that foreign operation, recognized
in other comprehensive income and accumulated enstfparate component of equity, is
reclassified from equity to profit or loss when tn or loss on disposal is recognized. The
following are accounted for as disposals even iindéerest in the foreign operation is retained
by the Company: the loss of control over a foregeration, the loss of significant influence
over a foreign operation, or the loss of joint cohbver a foreign operation.

On the partial disposal of a subsidiary that inekid foreign operation that does not result in
a loss of control, the proportionate share of thenwaative amount of the exchange

differences recognized in other comprehensive irc@re-attributed to the non-controlling

interests in that foreign operation. In partialpdisal of an associate or jointly controlled

entity that includes a foreign operation that doesresult in a loss of significant influence or

joint control, only the proportionate share of themulative amount of the exchange

differences recognized in other comprehensive irec@meclassified to profit or loss.

(5)Current and non-current distinction for asseis lzabilities
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An asset is classified as current when:

(a)The Company expects to realize the asset, @ndistto sell or consume it, in its normal
operating cycle
(b)The Company holds the asset primarily for thgppse of trading
(c)The Company expects to realize the asset witiitve months after the reporting period
(d)The asset is cash or cash equivalent unlesaset is restricted from being exchanged or
used to settle a liability for at least twelve munafter the reporting period.

All other assets are classified as non-current.
A liability is classified as current when:

(a)The Company expects to settle the liabilitytsnnormal operating cycle

(b)The Company holds the liability primarily forefpurpose of trading

(c)The liability is due to be settled within twela®nths after the reporting period

(d)The Company does not have an unconditional tgkiefer settlement of the liability for at
least twelve months after the reporting period nTeof a liability that could, at the option
of the counterparty, result in its settlement by igsue of equity instruments do not affect
its classification.

All other liabilities are classified as non-current
(6)Cash and cash equivalents

Cash and cash equivalents comprises cash on ham@nd deposits and short-term, highly
liquid time deposits (including ones that have matwithin 3 months) or investments that
are readily convertible to known amounts of castl which are subject to an insignificant
risk of changes in value.

(7)Financial instruments

Financial assets and financial liabilities are grared when the Company becomes a party to
the contractual provisions of the instrument.

The Company determines the classification of itariicial assets at initial recognition. In
accordance with IFRS 9 and the Regulations, firrassets of the Company are classified as
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financial assets at fair value through profit adpfinancial assets at fair value through other
comprehensive income, financial assets measuradattized cost and notes, accounts and
other receivables. All financial assets are recogphinitially at fair value plus, in the case of

investments not at fair value through profit orslodirectly attributable costs. Financial assets
carried at fair value through profit or loss argiafly recognized at fair value, and transaction

costs are expensed in the income statement.

A.Financial assets: Recognition and Measurement

The Company accounts for regular way purchase les sd financial assets on the trade
date.

The Company classified financial assets as subsdégumeasured at amortized cost, fair
value through other comprehensive income or fduesghrough profit or loss considering

both factors below:

(&)The Group’s business model for managing thentired assets and
(b)The contractual cash flow characteristics offthancial asset.

Financial assets measured at amortized cost

A financial asset is measured at amortized cadsoiifi of the following conditions are met
and presented as note receivables, trade recesvhibdacial assets measured at amortized
cost and other receivables etc., on balance skestthe reporting date:

(a)The financial asset is held within a businessl@havhose objective is to hold financial
assets in order to collect contractual cash flomé a

(b)The contractual terms of the financial asseegige on specified dates to cash flows
that are solely payments of principal and inteogsthe principal amount outstanding.

Such financial assets are subsequently measurach@tized cost (the amount at which
the financial asset is measured at initial recogmiininus the principal repayments, plus or
minus the cumulative amortization using the effextinterest method of any difference
between the initial amount and the maturity amaamd adjusted for any loss allowance)
and is not part of a hedging relationship. A gaifogs is recognized in profit or loss when
the financial asset is derecognized, through ther@mation process or in order to

recognise the impairment gains or losses.
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Interest revenue is calculated by using the effedmterest method. This is calculated by
applying the effective interest rate to the gramsying amount of a financial asset except
for:

(&) Purchased or originated credit-impaired finahassets. For those financial assets, the
Group applies the credit-adjusted effective interase to the amortized cost of the
financial asset from initial recognition.

(b) Financial assets that are not purchased omattied credit-impaired financial assets but
subsequently have become credit-impaired finarasakts. For those financial assets,
the Group applies the effective interest rate ®oamortized cost of the financial asset
in subsequent reporting periods.

Financial asset measured at fair value throughr athmprehensive income

A financial asset is measured at fair value throatfter comprehensive income if both of
the following conditions are met:

(a) The financial asset is held within a businessi@hwhose objective is achieved by both
collecting contractual cash flows and selling ficiahassets and

(b) The contractual terms of the financial assge gise on specified dates to cash flows
that are solely payments of principal and inteogsthe principal amount outstanding

Recognition of gain or loss on a financial assetisneed at fair value through other
comprehensive income are described as below:

(&) A gain or loss on a financial asset measurddiavalue through other comprehensive
income recognized in other comprehensive incomegmxfor impairment gains or
losses and foreign exchange gains and losses,thatfinancial asset is derecognized
or reclassified.

(b) When the financial asset is derecognized theautative gain or loss previously
recognized in other comprehensive income is reifiedfrom equity to profit or loss

as a reclassification adjustment.

(c) Interest revenue is calculated by using theatiffe interest method. This is calculated
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by applying the effective interest rate to the groarrying amount of a financial asset
except for:

I. Purchased or originated credit-impaired finahemssets. For those financial assets,
the Company applies the credit-adjusted effectiverest rate to the amortized cost
of the financial asset from initial recognition.

II. Financial assets that are not purchased oir@igd credit-impaired financial assets
but subsequently have become credit-impaired fishassets. For those financial
assets, the Company applies the effective inteedstto the amortized cost of the
financial asset in subsequent reporting periods.

Besides, for certain equity investments within skepe of IFRS 9 that is neither held for
trading nor contingent consideration recognizedabyacquirer in a business combination
to which IFRS 3 applies, the Company made an igable election to present the changes
of the fair value in other comprehensive incoméaial recognition. Amounts presented
in other comprehensive income shall not be subselyu&ansferred to profit or loss
(when disposal of such equity instrument, its cuated amount included in other
components of equity is transferred directly torg@ined earnings) and these investments
should be presented as financial assets measufaid alue through other comprehensive
income on the balance sheet. Dividends on suctsimant are recognized in profit or loss
unless the dividends clearly represents a recadegpwart of the cost of investment.

Financial asset measured at fair value throughtgpfoss

Financial assets were classified as measured attiaetbcost or measured at fair value
through other comprehensive income based on afar@oned criteria. All other financial
assets were measured at fair value through profdss and presented on the balance sheet
as financial assets measured at fair value thrpugtt or loss.

Such financial assets are measured at fair vahe,gains or losses resulting from
remeasurement is recognized in profit or loss whiatludes any dividend or interest
received on such financial assets.

B.Impairment of financial assets

The Company is recognized a loss allowance for @&epecredit losses on debt instrument
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investments measured at fair value through othempcehensive income and financial
asset measured at amortized cost. The loss all@vancdebt instrument investments
measured at fair value through other comprehensiceme is recognized in other
comprehensive income and not reduce the carryinguamin the statement of financial
position.

The Company measures expected credit losses ofaacfial instrument in a way that
reflects:

(&) An unbiased and probability-weighted amount thaetermined by evaluating a range
of possible outcomes;

(b) The time value of money; and

(c) Reasonable and supportable information thavaslable without undue cost or effort at
the reporting date about past events, current tondi and forecasts of future
economic conditions.

The loss allowance is measures as follows:

(&) At an amount equal to 12-month expected chedges: the credit risk on a financial
asset has not increased significantly since inrgalognition or the financial asset is
determined to have low credit risk at the reportdgge. In addition, the Company
measures the loss allowance for a financial assetnaamount equal to lifetime
expected credit losses in the previous reportingoge but determines at the current
reporting date that condition is no longer met.

(b) At an amount equal to the lifetime expectediitrimsses: the credit risk on a financial
asset has increased significantly since initialogmition or financial asset that is
purchased or originated credit-impaired financ&de.

(c) For trade receivables or contract assets griiom transactions within the scope of
IFRS 15, the Group measures the loss allowancenaanaount equal to lifetime
expected credit losses.

(d) For lease receivables arising from transactioithin the scope of IFRS 16, the
Company measures the loss allowance at an amouat txlifetime expected credit
losses.
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At each reporting date, theCompany needs to as#ssther the credit risk on a financial
asset has been increased significantly since limg@ognition by comparing the risk of a
default occurring at the reporting date and the& mg default occurring at initial
recognition. Please refer to Note 12 for furthetade on credit risk.

. Derecognition of financial assets
Financial asset is derecognized when:
(&) The rights to receive cash flows from the aksgt expired
(b) The Company has transferred the asset andasuiadly all the risks and rewards of the
asset have been transferred
(c) The Company has neither transferred nor rethisebstantially all the risks and
rewards of the asset, but has transferred confttblecasset.
On derecognition of a financial asset in its etyir¢he difference between the carrying
amount and the consideration received or receivablading any cumulative gain or loss
that had been recognized in other comprehensiwariacis recognized in profit or loss.

. Financial liabilities and equity

Classification between liabilities or equity

The Company classifies the instrument issued asnandial liability or an equity
instrument in accordance with the substance of dbetractual arrangement and the
definitions of a financial liability, and an equitystrument.

Equity instruments

An equity instrument is any contract that evidenaa®gsidual interest in the assets of an
entity after deducting all of its liabilities. Theansaction costs of an equity transaction are
accounted for as a deduction from equity (net of exlated income tax benefit) to the
extent they are incremental costs directly attablg to the equity transaction that
otherwise would have been avoided.

Financial liabilities
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Financial liabilities within the scope of IFRS 9nkncial Instruments are classified as
financial liabilities at fair value through profttr loss or financial liabilities measured at
amortized cost upon initial recognition.

Financial liabilities at fair value through profit loss

Financial liabilities at fair value through probt loss include financial liabilities held for
trading and financial liabilities designated aaat value through profit or loss. A financial
liability is classified as held for trading if:

(a) It is acquired or incurred principally for tparpose of selling or repurchasing it in the
near term;

(b) On initial recognition it is part of a portfoliof identified financial instruments that are
managed together and for which there is evidencae @cent actual pattern of short-
term profit-taking; or

(c) It is a derivative (except for a derivative ttha a financial guarantee contract or a
designated and effective hedging instrument).

If a contract contains one or more embedded dérastthe entire hybrid (combined)
contract may be designated as a financial liabdityair value through profit or loss; or a
financial liability may be designated as at faifueathrough profit or loss when doing so
results in more relevant information, because eithe

(a) It eliminates or significantly reduces a measugnt or recognition inconsistency; or

(b) A group of financial liabilities or financiakaets and financial liabilities is managed
and its performance is evaluated on a fair valseshan accordance with a documented
risk management or investment strategy, and infaamabout the group is provided
internally on that basis to the key managementoners.

Gains or losses on the subsequent measuremeabdities at fair value through profit or
loss including interest paid are recognized inipaofloss.

Financial liabilities at amortized cost

Financial liabilities measured at amortized costlude interest bearing loans and
borrowings that are subsequently measured usingffieetive interest rate method after
initial recognition. Gains and losses are recoghireprofit or loss when the liabilities are
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derecognized as well as through the effective @stierate method amortization process.

Amortized cost is calculated by taking into accowmy discount or premium on
acquisition and fees or transaction costs.

Derecognition of financial liabilities

A financial liability is derecognized when the gation under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced lanother from the same lender on
substantially different terms, or the terms of aisting liability are substantially modified
(whether or not attributable to the financial ditfity of the debtor), such an exchange or
modification is treated as a derecognition of thiginal liability and the recognition of a
new liability, and the difference in the respectoagrying amounts and the consideration
paid, including any non-cash assets transferretiabilities assumed, is recognized in
profit or loss.

E.Offsetting of financial instruments

Financial assets and financial liabilities are effand the net amount reported in the
balance sheet if, and only if, there is a curremhforceable legal right to offset the
recognized amounts and there is an intention teesmt a net basis, or to realize the assets
and settle the liabilities simultaneously.

(8) Fair value measurement

Fair value is the price that would be receivededib @ asset or paid to transfer a liability in
an orderly transaction between market participahthe measurement date. The fair value
measurement is based on the presumption thatahsatrtion to sell the asset or transfer the
liability takes place either:

(@) In the principal market for the asset or lidypjlor
(b) In the absence of a principal market, in thestrarlvantageous market for the asset or

liability

The principal or the most advantageous market imeistccessible to by the Company.
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The fair value of an asset or a liability is measuusing the assumptions that market
participants would use when pricing the assetability, assuming that market participants
in their economic best interest.

A fair value measurement of a non-financial asakeéd$ into account a market participant’s
ability to generate economic benefits by using d@kset in its highest and best use or by
selling it to another market participant that wouke the asset in its highest and best use.

The Company uses valuation techniques that areoppate in the circumstances and for
which sufficient data are available to measure Yailue, maximizing the use of relevant
observable inputs and minimizing the use of unols®e inputs.

Inventories
Inventories are valued at lower of cost and ndizalale value item by item.

Costs incurred in bringing each inventory to itegant location and condition are accounted
for as follows:

Raw materials —By actual purchase cost with wejlateerage method.

Finished goods and work in progress — Cost of tireaterials and labor and a proportion of
manufacturing overheads based on normal operatpgoity but excluding borrowing
costs.

Net realizable value is the estimated selling pircéhe ordinary course of business, less
estimated costs of completion and the estimatet$ cexessary to make the sale.

(10) Investments accounted for using the equityhogbt

The Company accounted for its investments in sudorsgd using equity method and made
necessary adjustments in accordance with Articlef2the Regulations. Such adjustments
were made after the Company considered the diffexecounting treatments to account for
its investments in subsidiaries in the consolidatieé@ncial statements under IFRS 10
“Consolidated Financial Statements” and the difierédFRSs adopted from different

reporting entity’s perspectives, and the Comparmpnded such adjustments by crediting or
debiting to investments accounted for under theitgquethod, share of profit or loss of

subsidiaries, associates and joint ventures ande sbiaother comprehensive income of
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subsidiaries, associates and joint ventures.

The Company’s investment in its associate is adeaufor using the equity method other
than those that meet the criteria to be classdmetield for sale. An associate is an entity over
which the Company has significant influence.

Under the equity method, the investment in the @as® or investment in a joint venture is
carried in the balance sheet at cost and adjubtr@dfter for the post-acquisition change in
the Company’s share of net assets of the assamigtent venture. After the interest in the
associate or joint venture is reduced to zero,tendil losses are provided for, and a liability
Is recognized, only to the extent that the Comphag incurred legal or constructive
obligations or made payments on behalf of the aaoor joint venture. Unrealized gains
and losses resulting from transactions betweenGbmpany and the associate or joint
venture are eliminated to the extent of the Comjsamyated interest in the associate or joint
venture.

When changes in the net assets of an associatpimt &enture occur and not those that are
recognized in profit or loss or other comprehengi®me and do not affects the Company’s
percentage of ownership interests in the assoormjeint venture, the Company recognizes

such changes in equity based on its percentagavérship interests. The resulting capital

surplus recognized will be reclassified to profitl@ss at the time of disposing the associate
or joint venture on a prorata basis.

When the associate or joint venture issues newksted the Company’s interest in an
associate or a joint venture is reduced or incek@asethe Company fails to acquire shares
newly issued in the associate or joint venture propnately to its original ownership
interest, the increase or decrease in the interébe associate or joint venture is recognized
in Additional Paid in Capital and Investment acdednfor using the equity method. When
the interest in the associate or joint ventureeduced, the cumulative amounts previously
recognized in other comprehensive income are rgtled to profit or loss or other
appropriate items. The aforementioned capital sigsrptcognized is reclassified to profit or
loss on a pro rata basis when the Company dispbeesssociate or joint venture.

The financial statements of the associate or je@mture are prepared for the same reporting
period as the Company. Where necessary, adjustnaeatsnade to bring the accounting

policies in line with those of the Company.

The Company determines at each reporting date whétlre is any objective evidence that
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the investment in the associate or an investmeatjoint venture is impaired in accordance
with 1AS 28 Investments in Associates and Jointt\s. If this is the case the Company
calculates the amount of impairment as the diffeedpetween the recoverable amount of the
associate or joint venture and its carrying valond eecognizes the amount in the ‘share of
profit or loss of an associate’ in the statementahprehensive income in accordance with
IAS 36 Impairment of Assets. In determining theuealin use of the investment, the

Company estimates:

(a)lts share of the present value of the estimatede cash flows expected to be generated
by the associate or joint venture, including thehcflows from the operations of the
associate and the proceeds on the ultimate dispb#a¢ investment; or

(b)The present value of the estimated future chshsfexpected to arise from dividends to
be received from the investment and from its ulterdisposal.

Because goodwill that forms part of the carryingoant of an investment in an associate or
an investment in a joint venture is not separatetognized, it is not tested for impairment
separately by applying the requirements for impaimntesting goodwill in IAS 36
Impairment of Assets.

Upon loss of significant influence over the asstc@ joint venture, the Company measures
and recognizes any retaining investment at itsviawe. Any difference between the carrying
amount of the associate or joint venture upon tdssignificant influence and the fair value
of the retaining investment and proceeds from diapas recognized in profit or loss.
Furthermore, if an investment in an associate besoam investment in a joint venture or an
investment in a joint venture becomes an investrirean associate, the entity continues to
apply the equity method and does not remeasunethimed interest.

(11) Property, plant and equipment

Property, plant and equipment is stated at cost, aieaccumulated depreciation and
accumulated impairment losses, if any. Such cosludes the cost of dismantling and
removing the item and restoring the site on whiclsilocated and borrowing costs for
construction in progress if the recognition criieaire met. Each part of an item of property,
plant and equipment with a cost that is significantelation to the total cost of the item is
depreciated separately. When significant partsropgrty, plant and equipment are required
to be replaced in intervals, the Group recognizesh parts as individual assets with specific
useful lives and depreciation, respectively. Theryilag amount of those parts that are
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replaced is derecognized in accordance with theecdgnition provisions of IAS 16
Property, plant and equipment. When a major ingpeds performed, its cost is recognized
in the carrying amount of the plant and equipmena aeplacement if the recognition criteria
are satisfied. All other repair and maintenancetsc@se recognized in profit or loss as
incurred.

Depreciation is calculated on a straight-line basisr the estimated economic lives of the
following assets:

Buildings 5~55 years
Machinery 1~15 years
Transportation 5 years
Office equipment 2~7 years
Other equipment 2~20 years

An item of property, plant and equipment and armgnificant part initially recognized is
derecognized upon disposal or when no future ecanbenefits are expected from its use or
disposal. Any gain or loss arising on derecognitbthe asset is recognized in profit or loss.

The property, plant and equipment’s residual valueseful lives and methods of
depreciation are reviewed at each financial yefathé expected values differ from the
estimates, the differences are recorded as a chiarmgeounting estimate.

(12) Leases

The Company assesses whether the contract isptaies, a lease. A contract is, or contains,
a lease if the contract conveys the right to contr® use of an identified asset for a period of
time in exchange for consideration. To assess wehetltontract conveys the right to control
the use of an identified asset for a period of fithe Company assesses whether, throughout
the period of use, has both of the following:

A.the right to obtain substantially all of the eoamc benefits from use of the identified
asset; and
B.the right to direct the use of the identifiededss

For a contract that is, or contains, a lease, ti@gany accounts for each lease component
within the contract as a lease separately fromlaase components of the contract. For a
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contract that contains a lease component and onmooe additional lease or non-lease
components, the Company allocates the consideratiothe contract to each lease

component on the basis of the relative stand-ajmee of the lease component and the
aggregate stand-alone price of the non-lease coemp@nThe relative stand-alone price of
lease and non-lease components shall be deterraiméte basis of the price the lessor, or a
similar supplier, would charge the Company for tbammponent, or a similar component,

separately. If an observable stand-alone pricetsaadily available, the Company estimates
the stand-alone price, maximizing the use of olad#evinformation.

Group as a lessee

Except for leases that meet and elect short-teaseke or leases of low-value assets, the
Group recognizes right-of-use asset and leasdifjabor all leases which the Company is
the lessee of those lease contracts.

At the commencement date, the Company measurdsabe liability at the present value of
the lease payments that are not paid at that @htelease payments are discounted using the
interest rate implicit in the lease, if that ratede readily determined. If that rate cannot be
readily determined, the Company uses its increnhéotaowing rate. At the commencement
date, the lease payments included in the measuteofiehe lease liability comprise the
following payments for the right to use the undierdyasset during the lease term that are not
paid at the commencement date:

A.fixed payments (including in-substance fixed payns), less any lease incentives
receivable;

B.variable lease payments that depend on an indexrate, initially measured using the
index or rate as at the commencement date;

C.amounts expected to be payable by the lessee tesigual value guarantees;

D.the exercise price of a purchase option if theupris reasonably certain to exercise that
option; and

E.payments of penalties for terminating the leakahe lease term reflects the lessee
exercising an option to terminate the lease.

After the commencement date, the Company meashesfease liability on an amortised
cost basis, which increases the carrying amoumeftect interest on the lease liability by
using an effective interest method; and reducesctreying amount to reflect the lease
payments made.
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At the commencement date, the Company measuregtiteof-use asset at cost. The cost of
the right-of-use asset comprises:

A.the amount of the initial measurement of the édability;

B.any lease payments made at or before the commemtedate, less any lease incentives
received,;

C.any initial direct costs incurred by the lesseg]

D.an estimate of costs to be incurred by the lessedismantling and removing the
underlying asset, restoring the site on which lbeated or restoring the underlying asset
to the condition required by the terms and condgiof the lease.

For subsequent measurement of the right-of-usd, abgeGroup measures the right-of-use
asset at cost less any accumulated depreciatioarndccumulated impairment losses. That
is, the Company measures the right-of-use applgiogst model.

If the lease transfers ownership of the underlyasget to the Company by the end of the
lease term or if the cost of the right-of-use ass#lects that the Company will exercise a
purchase option, the Company depreciates the oifghse asset from the commencement
date to the end of the useful life of the undedyasset. Otherwise, the Company depreciates
the right-of-use asset from the commencement datlieet earlier of the end of the useful life
of the right-of-use asset or the end of the leasa.t

The Company applies IAS 36 “Impairment of Assetstetermine whether the right-of-use
asset is impaired and to account for any impairns# identified.

Except for those leases that the Company accodoted short-term leases or leases of low-
value assets, the Company presents right-of-usetsaasd lease liabilities in the balance
sheet and separately presents lease-related intpsnse and depreciation charge in the
statements comprehensive income.

For short-term leases or leases of low-value asbetsCompany elects to recognize the lease
payments associated with those leases as an experather a straight-line basis over the
lease term or another systematic basis.

For the rent concession arising as a direct coresexu of the covid-19 pandemic, the
Company elected not to assess whether it is a lesshfication but accounted it as a
variable lease payment. The Company applied thetipgh expedient to all rent concessions
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that meet the conditions for it.

(13) Intangible assets

Intangible assets acquired separately are measuar@utial recognition at cost. The cost of
intangible assets acquired in a business combmasoits fair value as at the date of
acquisition. Following initial recognition, intarige assets are carried at cost less any
accumulated amortization and accumulated impairnasses, if any. Internally generated
intangible assets, excluding capitalized develogmeaosts, are not capitalized and
expenditure is reflected in profit or loss for grear in which the expenditure is incurred.

The useful lives of intangible assets are asseasedther finite or indefinite.

Intangible assets with finite lives are amortizaerothe useful economic life and assessed
for impairment whenever there is an indication ttiet intangible asset may be impaired.
The amortization period and the amortization metfardan intangible asset with a finite
useful life is reviewed at least at the end of ehclancial year. Changes in the expected
useful life or the expected pattern of consumpbtbrfuture economic benefits embodied in
the asset is accounted for by changing the amtdizgeriod or method, as appropriate, and
are treated as changes in accounting estimates.

Intangible assets with indefinite useful lives acé amortized, but are tested for impairment
annually, either individually or at the cash-getiagaunit level. The assessment of indefinite
life is reviewed annually to determine whether itigefinite life continues to be supportable.
If not, the change in useful life from indefinit finite is made on a prospective basis.

Gains or losses arising from derecognition of atarigible asset are measured as the
difference between the net disposal proceeds amddlrying amount of the asset and are

recognized in profit or loss when the asset isc&yrized.

Computer software

The cost of computer software is amortized on @gti-line basis over the estimated useful
life (2 to 3 years).

A summary of the policies applied to the Groupigible assets is as follows:
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Computer software

Useful lives Limited
Amortization method used Amortized on a straight-line basis over the estedat
useful life

Internally generated or acquiredAcquired
(14) Impairment of non-financial assets

The Company assesses at the end of each repodmad pvhether there is any indication
that an asset in the scope of IAS 36 ImpairmenAsdets may be impaired. If any such
indication exists, or when annual impairment tegtior an asset is required, the Company
estimates the asset’s recoverable amount. An assetyverable amount is the higher of an
asset’s or cash-generating unit’'s (“CGU”) fair v@less costs to sell and its value in use and
is determined for an individual asset, unless #setdoes not generate cash inflows that are
largely independent of those from other assetsroupgs of assets. Where the carrying
amount of an asset or CGU exceeds its recoverambeiat, the asset is considered impaired
and is written down to its recoverable amount.

For assets excluding goodwill, an assessment issma@ach reporting date as to whether
there is any indication that previously recognimagairment losses may no longer exist or
may have decreased. If such indication exists,Gbmpany estimates the asset’s or cash-
generating unit’'s recoverable amount. A previousigognized impairment loss is reversed
only if there has been an increase in the estimsgedce potential of an asset which in turn
increases the recoverable amount. However, thersaveés limited so that the carrying
amount of the asset does not exceed its recovesatdeint, nor exceed the carrying amount
that would have been determined, net of deprecatltad no impairment loss been
recognized for the asset in prior years.

A cash generating unit, or groups of cash-genegatinits, to which goodwill has been
allocated is tested for impairment annually atghme time, irrespective of whether there is
any indication of impairment. If an impairment lasgo be recognized, it is first allocated to
reduce the carrying amount of any goodwill allodatte the cash generating unit (group of
units), then to the other assets of the unit (g@uwmits) pro rata on the basis of the carrying
amount of each asset in the unit (group of unitepairment losses relating to goodwill
cannot be reversed in future periods for any reason

An impairment loss of continuing operations or &ersal of such impairment loss is
recognized in profit or loss.
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(15)Revenue recognition

The Company’s revenue arising from contracts witkt@mers are primarily related to sale
of goods and rendering of services. The accoumotigies are explained as follow:

Sale of goods

The Company mainly manufactures and sells of itedpects. Sales are recognized when
control of the goods is transferred to the customued the goods are delivered to the
customers. The main product of the Company is Bdigon and revenue is recognized

based on the consideration stated in the conffaetremaining sales transactions are usually
accompanied by volume discounts (based on the adated total sales amount for a

specified period). Therefore, revenue from thedess# recognized based on the price
specified in the contract, net of the estimatedun@ discounts. Accumulated experience is
used to estimate and provide for the discountsigutfie expected value method. Revenue is
only recognized to the extent that it is highly mble that a significant reversal in the

amount of cumulative revenue recognized will notwcwhen the uncertainty associated

with the variable consideration is subsequentlylkesi. During the period specified in the

contract, refund liability is recognized for theoducts expected to be returned.

The credit period of the Company’s sale of goodfas 60 to 90 days. For most of the
contracts, when the Company transfers the goodsstomers and has a right to an amount
of consideration that is unconditional, these @t are recognized as trade receivables.
The Company usually collects the payments shofftigr dransfer of goods to customers
therefore there is no significant financing compun& the contract. For some of the
contracts, the Company has transferred the goodgsimmers but does not has a right to an
amount of consideration that is unconditional, ¢hesntacts should be presented as contract
assets. Besides, in accordance with IFRS 9, thep@nynmeasures the loss allowance for a
contract asset at an amount equal to the lifetinpeeed credit losses.

(16) Borrowing costs

Borrowing costs directly attributable to the ac@ios, construction or production of an asset
that necessarily takes a substantial period of tonget ready for its intended use or sale are
capitalized as part of the cost of the respectsgets. All other borrowing costs are expensed
in the period they occur. Borrowing costs consisinterest and other costs that an entity
incurs in connection with the borrowing of funds.
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(17)Government grants

Government grants are recognized where there sonadle assurance that the grant will be
received and all attached conditions will be coegplivith. Where the grant relates to an
asset, it is recognized as deferred income andgeteto income in equal amounts over the
expected useful life of the related asset. Whengttamt relates to an expense item, it is
recognized as income over the period necessaryatohnthe grant on a systematic basis to
the costs that it is intended to compensate.

Where the Company receives non-monetary grantgdbet and the grant are recorded gross
at nominal amounts and released to the statemerdowiprehensive income over the
expected useful life and pattern of consumptiorthef benefit of the underlying asset by
equal annual installments. Where loans or sim#aistance are provided by governments or
related institutions with an interest rate below thurrent applicable market rate, the effect of
this favorable interest is regarded as additionakgnment grant.

(18) Post-employment benefits

All regular employees of the Company are entitied tpension plan that is managed by an
independently administered pension fund commitieend assets are deposited under the
committee’s name in the specific bank account amté, not associated with the Company.
Therefore fund assets are not included in the Cogipaconsolidated financial statements.

Pension benefits for employees of the overseasdiabes and the branches are provided in
accordance with the respective local regulations.

For the defined contribution plan, the Company wilike a monthly contribution of no less
than 6% of the monthly wages of the employees suhje the plan. The Company
recognizes expenses for the defined contributian pi the period in which the contribution
becomes due.

Post-employment benefit plan that is classifiechatefined benefit plan uses the Projected
Unit Credit Method to measure its obligations apndts based on actuarial assumptions. Re-
measurements, comprising of the effect of the aelugains and losses, the effect of the
asset ceiling (excluding net interest) and therretin plan assets, excluding net interest, are
recognized as other comprehensive income with gesponding debit or credit to retained
earnings in the period in which they occur. Pastise costs are recognized in profit or loss
on the earlier of:
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(a) the date of the plan amendment or curtailmeamd,
(b) the date that the Group recognizes restruagehated costs

Net interest is calculated by applying the discaate to the net defined benefit liability or
asset, both as determined at the start of the ameparting period, taking account of any
changes in the net defined benefit liability (asdetring the period as a result of contribution
and benefit payment.

(19) Income taxes

Income tax expense (benefit) is the aggregate atrincinded in the determination of profit
or loss for the period in respect of current tad daferred tax.

Current income tax

Current income tax assets and liabilities for theent and prior periods are measured at the
amount expected to be recovered from or paid tdakation authorities, using the tax rates
and tax laws that have been enacted or substantirelcted by the end of the reporting
period. Current income tax relating to items redogth in other comprehensive income or
directly in equity is recognized in other compretiea income or equity and not in profit or
loss.

The income tax for undistributed earnings is re@aph as income tax expense in the
subsequent year when the distribution proposapsaved by the Shareholders’ meeting.

Deferred income tax

Deferred income tax is a temporary difference betwthe tax bases of assets and liabilities
and their carrying amounts in balance sheet atgperting date.
Deferred tax liabilities are recognized for allda@le temporary differences, except:

i. Where the deferred tax liability arises from tindial recognition of goodwill or of an
asset or liability in a transaction that is notusihess combination and, at the time of the
transaction, affects neither the accounting pradittaxable profit or loss

ii. In respect of taxable temporary differencesoasged with investments in subsidiaries,
associates and interests in joint arrangementsremie timing of the reversal of the
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temporary differences can be controlled and itrabpble that the temporary differences
will not reverse in the foreseeable future.

Deferred tax assets are recognized for all dedectdmporary differences, carry forward of
unused tax credits and unused tax losses, to tieatethat it is probable that taxable profit
will be available against which the deductible temgpy differences, and the carry forward
of unused tax credits and unused tax losses catilized, except:

i. Where the deferred tax asset relating to theudiale temporary difference arises from
the initial recognition of an asset or liability @& transaction that is not a business
combination and, at the time of the transactiofeca$ neither the accounting profit nor
taxable profit or loss

ii. In respect of deductible temporary differenessociated with investments in subsidiaries,
associates and interests in joint arrangementgyreef tax assets are recognized only to
the extent that it is probable that the temporaffeinces will reverse in the foreseeable
future and taxable profit will be available againdtich the temporary differences can be
utilized.

Deferred tax assets and liabilities are measurekeatax rates that are expected to apply in
the year when the asset is realized or the ligh#itsettled, based on tax rates and tax laws
that have been enacted or substantively enactéteateporting date. The measurement of
deferred tax assets and liabilities reflects thedansequences that would follow from the
manner in which the Company expects, at the erideofeporting period, to recover or settle
the carrying amount of its assets and liabilities.

Deferred tax relating to items recognized outsid#ipor loss is recognized outside profit or
loss. Deferred tax items are recognized in colmato the underlying transaction either in
other comprehensive income or directly in equitgfddred tax assets are reassessed at each
reporting date and are recognized according.

Deferred tax assets and deferred tax liabilitiesadfset, if a legally enforceable right exists

to set off current income tax assets against cuirmome tax liabilities and the deferred
taxes relate to the same taxable entity and the saxation authority.

5. Significant accounting judgments, estimatesasslimptions

The preparation of theCompany’s parent-company-onlfinancial statements require
management to make judgments, estimates and asenmfitat affect the reported amounts of
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revenues, expenses, assets and liabilities, artigblesure of contingent liabilities, at the erid o
the reporting period. However, uncertainty abogsthassumption and estimate could result in
outcomes that require a material adjustment toctdreying amount of the asset or liability
affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and dnesources of estimation uncertainty at the
reporting date, that have a significant risk of gtag a material adjustment to the carrying
amounts of assets and liabilities within the nexdricial year are discussed below.

(a)Fair value of financial instruments

Where the fair values of financial assets and fraHiabilities recorded in the balance sheet
cannot be derived from active markets, they areerdehed using valuation techniques
including income approach (for example, the distedrcash flows model) or the market
approach. Changes in assumptions about these damatd affect the reported fair value of
the financial instruments. Please refer to NotéotZnore detalils.

(b)Accounts receivables—estimation of impairmesslo

TheCompany estimates the impairment loss of aceorgtdeivables at an amount equal to
lifetime expected credit losses. The credit losthés present value of the difference between
the contractual cash flows that are due under dhé&act (carrying amount) and the cash flows
that expects to receive (evaluate forward lookimfgrimation). However, as the impact from

the discounting of short-term receivables is notemal, the credit loss is measured by the
undiscounted cash flows. Where the actual futuigh dédows are lower than expected, a
material impairment loss may arise. Please reféldi® 6 for more details.

(c)Inventory

Estimates of net realizable value of inventorié®tmto consideration that inventories may be
damaged, become wholly or partially obsolete, airtlselling prices have declined. The
estimates are based on the most reliable evideraikalale at the time the estimates are made.
Please refer to Note 6 for more detalils.

(d)Post-employment benefits
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The cost of post-employment benefit pension plahthe present value of the defined benefit
obligation are determined using actuarial valuaioln actuarial valuation involves making
various assumptions, including the change in tiseadint rate and expected salary level. The
assumptions used for measuring pension cost ankedebenefit obligation are disclosed in
Note 6.

(e)Onerous contract

An onerous contract is defined as a contract inciwvithe unavoidable costs of meeting the
obligations under the contract exceed the econdemnefits expected to be received under it.
The Company makes provisions for onerous conttzased on the unavoidable costs under a
contract. Any changes in the contracts may infleethe provision.

(HIncome tax

Uncertainties exist with respect to the interpietatof complex tax regulations and the
amount and timing of future taxable income. Givke Wwide range of international business
relationships and the long-term nature and complesd existing contractual agreements,
differences arising between the actual resultstaacassumptions made, or future changes to
such assumptions, could necessitate future adjossnte tax income and expense already
recorded. The Company establishes provisions, basestasonable estimates, for possible
consequences of audits by the tax authorities efréispective counties in which it operates.
The amount of such provisions is based on variaa®fs, such as experience of previous tax
audits and differing interpretations of tax reguas by the taxable entity and the responsible
tax authority. Such differences of interpretatiormymarise on a wide variety of issues
depending on the conditions prevailing in the reipe company's domicile.

Deferred tax assets are recognized for all camywdod of unused tax losses and unused tax
credits and deductible temporary differences toetktent that it is probable that taxable profit

will be available or there are sufficient taxaldenporary differences against which the unused
tax losses, unused tax credits or deductible teampatifferences can be utilized. The amount
of deferred tax assets determined to be recogmzeased upon the likely timing and the level

of future taxable profits and taxable temporarfedénces together with future tax planning

strategies.

6. Contents of significant accounts
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(1)Cash and cash equivalents

As of December 31,

2020 2019
Cash on hand $258 $232
Checking and savings 673,046 754,389
Time deposits 1,136,186 1,427,440
Resale agreements collateralized by corporate bonds 50,000 100,000
Total $1,859,490 $2,282,061

(2)Financial assets at fair value through profitosis

As of December 31,

2020 2019
Mandatorily measured at fair value through profit
or loss:
Convertible bond $9,171 $8,370

Financial assets at fair value through profit @slavere not pledged.

(3)Financial assets measured at amortized cost

As of December 31,

2020 2019
Certificate of deposit — restricted $16,970 $9,967
Current $7,003 $-
Non-current 9,967 9,967
Total $16,970 $9,967

The Company classified certain financial assetinascial assets measured at amortized cost.

Please refer to Note 8 for more details on findnassets measured at amortized cost under
pledge.

(4) Accounts receivable and accounts receivaldtatad parties, net
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(a)Accounts receivable, net:

As of December 31,

2020 2019

Accounts receivable, gross $643,022 $900,375
Less: loss allowance (88,673) (88,673)

Net of allowances 554,349 811,702
Accounts receivable - related parties, gross 648,52 449,722
Less: loss allowance - -

Net of allowances 643,520 449,722
Total accounts receivable, net $1,197,869 $1,2@1,42

(b)Accounts receivable were not pledged.

(c)Accounts receivable are generally on 60 to 90tdems. The total carrying amount for the
years ended December 31, 2020 and 2019, are NT&b&Bthousand and NT$1,350,097
thousand, respectively. Please refer to Note 6fa6)nore details on loss allowance of
accounts receivable for year ended December 31) 26d 2019. Please refer to Note 12
for more details on credit risk management.

(5)Inventories

(a)Inventories consist of the following:

As of December 31,

2020 2019
Raw materials $259,455 $385,822
Supplies & parts 165,885 143,320
Work in progress 553,161 586,190
Finished goods 219,006 177,441
Total $1,197,507 $1,292,773

(b)The cost of inventories recognized in expensasuated to NT$4,179,902 thousand and
NT$4,803,258 thousand for the years ended Dece8iher020 and 2019, respectively. The
following losses were included in cost of sales :

For the year ended December 31,




English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

Item 2020 2019
IV.Loss from inventory market decline $10,530 $14,180
Loss from inventory write-off obsolescence 185 1,713
Total $10,715 $15,893

(c)Inventories were not pledged.

(6)Investments accounted for under the equity ntetho

As of December 31,

2020 2019
Percentage Percentage
of of

Investee companies Amount Ownership Amount Ownership
Investments in subsidiaries:
Wafer Works Investment Corp. $3,951,113 100%  $3,553,80 100%
Heli-Vantech Corp. 4,717 100% 3,19 100%
Huaxin (Shanghai) Technology Co. Ltc 39,850 100% - 100%
Total $3,995,680 $3,556,99

A. Investments in subsidiaries were present inpgheent-company-only financial statements

under the caption of investments accounted for wurebpity method or credit for
investment accounted for the equity method. Vatumatadjustment is made if deemed
necessary.

The Company, for the purpose of long-term bussnexpansion strategy, was approved by
the Board in a meeting held on December 26, 201&ctpire the preferred B of Silicon
Technology Investment (Cayman) Corp., one of thenfany’s subsidiaries, within the
limit of 3,500,000 shares, the purchase price dD8I6 per share and total acquisition cost
of USD12,600,000. The Company's acquisition cosesewUSD10,591,400 and the
additional equity percentage acquired 6.22%. Asesult, the Company’s ownership
interest in Silicon Technology Investment (Caym@ao)p. increases to 85.38%. The legal
registration procedures are completed as of DeceB81he2019.

The board of directors decided to set up Hué&hanghai) Technology Co. Ltd which is
100% held by the Company at November 5, 2019. &pestration was completed during
2020.
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D. The Company’s investments accounted for undeetiuity method were not pledged.

(7)Property, plant and equipment

Construction in

progress and

Office Other  equipment awaiting
Land Buildings Machinery  Transportation equipment equipment examination Total
Cost:
As of January 1, 2020 $259,131 $1,320,845 $8,322,314 $10,952 $174,458 $222,385 $178,181  $10,488,266
Additions - - - - - - 637,604 637,604
Disposals - - (94,360) (545) (7,113) (24,958) (28,918) (155,894)
Other changes - 157,956 193,178 - 17,716 290 (369,410) (270)
As of December 31, 2020  $259,131 $1,478,801 $8,421,132 $10,407 $185,061 $197,717 $417,457 $10,969,706
Depreciation and impairment:
As of January 1, 2020 $- $346,386  $5,957,253 $10,117 $152,908 $209,007 $- $6,675,671
Depreciation - 37,080 523,741 309 9,756 3,804 - 574,690
Impairment losses - - 4,000 - - - - 4,000
Disposals - - (97,988) (545)  (7,107) (24,958) - (130,598)
As of December 31, 2020 $- $383,466 $6,387,006 $9,881 $155,557 $187,853 $- $7,123,763
Construction in
progress and
Office Other  equipment awaiting
Land Buildings Machinery  Transportation equipment equipment examination Total
Cost:
As of January 1, 2019 $259,131 $1,320,845 $7,714,499 $10,952 $165,873 $222,158 $352,785 $10,046,243
Additions - - - - - - 517,593 517,593
Disposals - - (67,924) - (3,512) (4,134) - (75,570)
Other changes - - 675,739 - 12,097 4,361 (692,197) -
As of December 31,2019  $259,131 $1,320,845 $8,322,314 $10,952 $174,458 $222,385 $178,181 $10,488,266
Depreciation and impairment:
As of January 1, 2019 $- $309,269 $5,447,738 $9,752 $149,598 $209,167 $- $6,125,524
Depreciation - 37,117 498,501 365 6,822 3,974 - 546,779
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Impairment losses - - 78,938 - - - - 78,938
Disposals - - (67,924) - (3,512) (4,134) - (75,570)
As of December 31, 2019 $-  $346,386 $5,957,253 $10,117 $152,908 $209,007 $- $6,675,671

Net carrying amount as of:

December 31, 2020 $259,131 $1,095,335 $2,034,126 $526 $29,504 $9,864 $417,457 $3,845,943

December 31, 2019 $259,131 $974,459 $2,365,061 $835 $21,550 $13,378 $178,181 $3,812,595

(@) The Group recognized an impairment loss amogntio NT$4,000 thousand and
NT$78,938 thousand on certain real estate to aanerf the recoverable value in 2020 and
2019, respectively.The impairment loss has beeorded in the Company’s statements of
comprehensive incomes.

(b)Please refer to Note 8 for more details on pitypelant and equipment under pledge.

(c)Significant components of PPE are depreciatir their useful lives.

(8)Intangible assets

Computer software

Cost:

As of January 1, 2020 $9,298
Additions — acquired separately 6,240
Derecognized upon retirement (456)
As of December 31, 2020 $15,082
As of January 1, 2019 $799
Additions — acquired separately 9,193
Derecognized upon retirement (694)
As of December 31, 2019 $9,298

Amortization and Impairment:

As of January 1, 2020 $2,905
Amortization 5,966
Derecognized upon retirement (456)

As of December 31, 2020 $8,415
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As of January 1, 2019 $447
Amortization 3,152
Derecognized upon retirement (694)
As of December 31, 2019 $2,905

Carrying amount, net:
As of December 31, 2020 $6,667

As of December 31, 2019 $6,393

Amortization expense of intangible assets undestaement of comprehensive income:

For the year ended
December 31,

2020 2019
Operating costs $481 $373
General and administrative 5,264 2,645
Research and development 221 134
Total $5,966 $3,152

(9)Short-term loans

As of December 31,
Interest Rate (%) 2020 2019
Unsecured financial structure loans0.7015%~3.65% $504,339  $579,606

The Company’s unused short-term lines of creditewarted to NT$2,775,662 thousand and
NT$3,100,395 thousand as of December 31, 2020 @h8, 2espectively.

(10)Other payables
As of December 31,
2020 2019
Accrued expense $385,585  $407,875
Payable on equipment 130,388 102,721
Accrued interest payable 1,294 2,429

Total $517,267  $513,025
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(11)Other current liabilities

A.Details of other current liabilities

As of December 31,

2020 2019
Other current liabilities $2,088 $3,582
Deferred government grants income 391 -
Total $2,479 $3,582

B.The changes in the Company’s balances of defeyoegrnment grants income for the
year ended December 31, 2020 are as follows:

Beginning balance $-
Received during the period 2,590
Released to the statement of comprehensive income (144)
Ending Balance $2,446
Current $391
Non-current $2,055

C. Please refer to Note 6(12) for more details mierest rate of deferred government
grants income.

(12)Long-term loans
Details of long-term loan as of December 31, 2020 2019 are as follows:
As of

December
Debtor 31, 2020 Maturity and Terms
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Secured Long-Term Joint $1,500,000
guarantee Loan from Land

Bank of Taiwan and others

Credit Long- from Land Bank
of Taiwan

89,251

Effective March 23, 2020 to March 23, 2025.
Grace period is 2 years from the initial draw-
down date. The initial draw-down date is
considered the 1st term and the following terms
are defined as every 3 months since then. The
remaining principal is repaid in installments of
equal amount for 13 terms. Interest shall be
paid monthly. The tto 4" payments will each
repay 3% of the principal 5o 8" payments

will be 5% each, 9to 12" payments will be

7% each and the remaining principal will be
repaid up at maturity.

Effective July 9, 2020 to July 9, 2027. Interest
payments are due monthly for the first three
years. Principal is prepaid form the fourth year
monthly on the 18day of each month. Interest
will be paid on the 15th of each month.

Credit Long- from Taiwan 27,695 Effective October 19, 2020 to October 19,
Cooperative Bank 2025. The principal will be paid monthbn the
15" day of each month and interest shall be
paid monthly.
Total 1,616,946
Less: current portion (5,242)
Non-current portion $1,611,704
As of
December
Debtor 31, 2019 Maturity and Terms
Secured Long-Term Joint $1,200,000 Effective Mar 30, 2018 to Mar 30, 2023. Grace

guarantee Loan from Land
bank and others

Secured Long-Terrdoint credi
Loan from Land Bank of

350,000

period is 2 years from the initial draw-down
date. the initial draw-down date is considered
the 1st term and the following terms are defi
as every 3 months since then. The principal is
repayable in installments of equal amount for
13 terms. Interest shall be paid monthly.
Effective May 2, 2019 to March 30, 2023. The
credit period is five years, and the utilization
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Taiwan and others period is cyclically used. Indeshall be paid
monthly. It can apply for repayment or
settlement when due. However, the expiry date
of each loan does not exceed the credit period
of the item C, and all outstanding principals
the interest balance should be fully pay off on
the credit expiry date of item C.

Total 1,550,000
Less: current portion (186,000)
Non-current portion $1,364,000

(a) Please refer to Note 8 for more detail of aspktdged as collaterals.

(b) As of December 31, 2020 and 2019, the intenast intervals for long-term loans were
0.70%~1.80% and 2.38%~2.43%, respectively

(c) The Company received a low-interest governnh@snh from the Ministry of Economic
Affairs in the amounting NT$120,300 thousands vétherm of 5~7 years and annual
interest rates of 0.70% payable monthly on the Ifth each month. The loan was
recorded under other liabilities-deferred governnggants income. The Company shall
recognize the government grant income when itasoaably assured that the Company
meets all the terms of the government grant agraeme

(d) On January 16, 2018, the Company has entetedaim-year agreement of syndicated
loans, with credit line of NT$2,600,000 thousanithwi.and Bank of Taiwan and other
banks for the purpose of settling the unpaid loatarice, acquiring machinery and
replenishing operating capital.

On December 25, 2019, the Company has enteredaibtyear agreement of syndicated
loans in credit line of NT$3,000,000 thousand, witnd Bank of Taiwan and 7 other
banks for the purpose of settling the unpaid loalarce mentioned above and
replenishing operating capital.

(13) Post-employment benefits

Defined contribution plan
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The Company adopt a defined contribution plan coatance with the Labor Pension Act of
the R.O.C. Under the Labor Pension Act, the Compailynake monthly contributions of
no less than 6% of the employees’ monthly wagethéoemployees’ individual pension
accounts. The Company has made monthly contribsitioh 6% of each individual
employee’s salaries or wages to employees’ persioaunts.

Expenses under the defined contribution plan ferybars ended December 31, 2020 and
2019 are NT$33,418 thousand and NT$32,962 thousaspectively.

Defined benefits plan

The Company adopt a defined benefit plan in acecmelavith the Labor Standards Act of
the R.O.C. The pension benefits are disbursed basdtie units of service years and the
average salaries in the last month of the servéae.yTwo units per year are awarded for the
first 15 years of services while one unit per yisaawarded after the completion of thé"15
year. The total units shall not exceed 45 unitsdédrihe Labor Standards Act, the Company
contributes an amount equivalent to 2% of the eyg#e’ total salaries and wages on a
monthly basis to the pension fund deposited atBhek of Taiwan in the name of the
administered pension fund committee. Before the @nelach year, the Company assesses
the balance in the designated labor pension fdritdelamount is inadequate to pay pensions
calculated for workers retiring in the same yelae, Company will make up the difference in
one appropriation before the end of March the foiiy year.

The Ministry of Labor is in charge of establishiagd implementing the fund utilization plan
in accordance with the Regulations for Revenuepghditures, Safeguard and Utilization of
the Labor Retirement Fund. The pension fund issteein-house or under mandation, based
on a passive-aggressive investment strategy fog-term profitability. The Ministry of
Labor establishes checks and risk management misohdrased on the assessment of risk
factors including market risk, credit risk and lidjty risk, in order to maintain adequate
manager flexibility to achieve targeted return with over-exposure of risk. With regard to
utilization of the pension fund, the minimum eagsrin the annual distributions on the final
financial statement shall not be less than theiegsnattainable from the amounts accrued
from two-year time deposits with the interest radéfered by local banks. Treasury Funds
can be used to cover the deficits after the approfgahe competent authority. As the
Company does not participate in the operation amathagement of the pension fund, no
disclosure on the fair value of the plan assetsgmaized in different classes could be made
in accordance with paragraph 142 of IAS 19. The gamy expects to contribute NT$3,988
thousand to its defined benefit plan during theridhths beginning after 31 December 2020.
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As of December 31, 2020 and 2019, the maturitiethefCompany’s defined benefit plan
were expected in 2037 and 2036.

Pension costs recognized in profit or loss forybars ended December 31, 2020 and 2019:

For the year ended December 31,

2020 2019
Current period service costs $131 $187
Net interest of defined benefit 481 652
Previous period service cost - -
Settlement - -
Total $612 $839

Changes in the defined benefit obligation andvalue of plan assets are as follows:

As of
Dec. 31, 2020Dec. 31, 2019 Jan. 1, 2019
Defined benefit obligation $90,364  $88,214 $84,523
Plan assets at fair value (31,476) (30,303) (28,272)
Other non-current liabilities — net defined benefit
liability on the consolidated balance sheets $58,888 $57,911 $56,251

Reconciliation of liability (asset) of the definbdnefit plan is as follows:

Present value of Net defined

defined benefit  Fair value of  benefit liability

obligation plan assets (asset)
As of January 1, 2019 $84,523 $(28,272) $56,251
Current period service costs 187 - 187
Net interest expense (revenue) 980 (328) 652
Past service cost, gain/loss arising from settlésen - - -
Subtotal 1,167 (328) 839

Remeasurement of net defined benefit
liability/asset
Actuarial gains and losses arising from changes
in demographic assumptions 1,013 - 1,013
Actuarial gains and losses arising from changes
in financial assumptions 4,698 - 4,698
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Experience adjustments (37) - (37)

Re-measurement on defined benefit assets - (942) (942)

Subtotal 5,674 (942) 4,732
Payments from the plan (3,150) 3,150 -
Contributions by employer - (3,911) (3,911)
Effect of exchange rates - - -
As of December 31, 2019 88,214  (30,303) 57,911
Current period service costs 131 - 131
Net interest of defined benefit 732 (251) 481

Past service cost, gains and losses arising from
settlements - - -
Subtotal 863 (251) 612
Remeasurement of net defined benefit
liability(asset):
Actuarial gains and losses arising from changes

in demographic assumptions 7 - 7
Actuarial gains and losses arising from changes
in financial assumptions 5,744 - 5,744
Experience adjustments (398) - (398)
Re-measurement on defined benefit assets - (1,000) (1,000)
Subtotal 5,353 (1,000) 4,353
Payments from the plan (4,066) 4,066 -
Contributions by employer - (3,988) (3,988)
Effect of exchange rates - - -
As of December 31, 2020 $90,364 $(31,476) $58,888

The following significant actuarial assumptions ased to determine the present value of
the defined benefit obligation:

As of December 31,

2020 2019
Discount rate 0.43% 0.83%
Expected rate of salary increases 3.00% 3.00%

Sensitivity analysis:
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Effect on the defined benefit obligation

2020 2019

Increase Decrease Increase Decrease
defined benefit defined benefi defined benefi defined bentt

obligation obligation obligation obligation

Discount rate increase by 0.5% $- $(343) $- $(7,079)

Discount rate decrease by 0.5% 410 - 7,828 -

Future salary increase by 0.5% 69 - 7,616 -
Future salary decrease by 0.5% - (63) - (6,970)

The sensitivity analyses above are based on a ehan@ significant assumption (for
example: change in discount rate or future saldwgping all other assumptions constant.
The sensitivity analyses may not be representativan actual change in the defined benefit
obligation as it is unlikely that changes in asstioms would occur in isolation of one

another.

There was no change in the methods and assumpieed in preparing the sensitivity
analyses compared to the previous period.

(14)Equity
(a)Common stock

As of December 31, 2020 and 2019, the Company$ficaaed capital were both
NT$6,000,000 thousand, each share at par of NTHi® Company’s paid-in capital were
both NT$5,108,984 thousand, divided into 510,8%8eh Each share has one voting right
and a right to receive dividends.

(b)Additional paid-in capital

As of December 31,

2020 2019
Additional paid-in capital $1,784,270 $1,784,270
All changes in interests in subsidiaries 825,638 825,638
Other 31,239 31,239

Total $2,641,147 $2,641,147




English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

According to the Company Act, the capital reseriallsnot be used except for making

good the deficit of the Company. When a companwrsao loss, it may distribute the

capital reserves related to the income derived ftbm issuance of new shares at a
premium or income from endowments received by timagany. The distribution could be

made either in cash or in the form of dividend skdao its shareholders in proportion to
the number of shares being held by each of them.

(c)Retained earnings and dividend policies

(1)Distribution of earnings

The Articles of Incorporation, current year's eags , if any, shall be distributed in the
following order:

i Payment of all taxes and dues;
i Offset prior years’ operation losses;

iii Set aside 10% of the remaining amount afterudtidg items (a) and (b) as legal
reserve;

iv_ The distribution of the remaining portion, if ynwill be recommended by the
Board of Directors and resolved in the shareholdeegting.

(2)Dividend policy

The policy of dividend distribution should refléeictors such as the current and future
investment environment, fund requirements, domestetinternational competition and
capital budgets, as well as the interest of theestudders, share bonus equilibrium and
long-term financial planning etc. The Board of Bi@s shall make the distribution
proposal annually and present it at the sharehslldegeting for final approval. And by
the Company’s policy, the portion of cash dividestll not be less than 10% of total
shareholders’ bonus.

(3)Legal reserve

According to the Company Act, the Company has toaséde an amount for legal
reserve from current year’s earnings until suclallegserve reaches the total authorized
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capital. The legal reserve can be used to make gwodeficit of the Company. When
the Company incurs no loss, it may distribute tbeipn of legal reserve which exceeds
25% of the paid-in capital either by shares or &sic

(4)Special reserve

Following the adoption of T-IFRS, the FSC on Ap8) 2012 issued Order No.
Financial-Supervisory-Securities-Corporate-1010@&528vhich sets out the following
provisions for compliance:

On a public company's first-time adoption of théFRS, for any unrealized revaluation
gains and cumulative translation adjustments (¢gamsorded to shareholders’ equity
that the company elects to transfer to retainediegs by application of the exemption
under IFRS 1, the company shall set aside an egomadunt of special reserve.
Following a company’s adoption of the T-IFRS foe tpreparation of its financial
reports, when distributing distributable earningsshall set aside to special reserve,
from the profit/loss of the current period and timedistributed earnings from the
previous period, an amount equal to “other net didiis from shareholders’ equity for
the current fiscal year, provided that if the comphas already set aside special reserve
according to the requirements in the preceding tpdirshall set aside supplemental
special reserve based on the difference betweeantioeint already set aside and other
net deductions from shareholders’ equity. For aulgsequent reversal of other net
deductions from shareholders’ equity, the amouwxnsed may be distributed.

As of December 31, 2020 and 2019, special resatvaside for the first-time adoption
of T-IFRS amounted to NT$175,749 thousand.

The appropriations of earnings for the years 202D 2019 were approved through the
Board of Directors’ meetings and shareholders’ mgstheld on March 25, 2021 and
June 22, 2020, respectively. The details of theidigions are as follows:

Dividend per share

Appropriation of earnings (in NT$)
2020 2019 2020 2019
Legal reserve $51,437 $123,220
Special reserve (209,687) 165,263
Common stocla cash dividend 561,988 919,617 11 1.8

Total $403,738  $1,208,100
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Please refer to 6(18) for detail on employees’ cemsption and remuneration to

directors and supervisors.

(15)Operating revenue

For the year ended
December 31,

Revenue from customer contracts 2020 2019
Sale of goods $5,115,451 $6,772,041
20,252 48,889

Revenue arising from rendering of services
Total

$5,135,703 $6,820,930

Analysis of revenue from contracts with customeamrg) the years ended December 31,
2020 and 2019 are as follows:

(a)Disaggregation of revenue

Analysis of revenue from contracts with custonsusing the years ended December 31,

2020 are as follows:

Semi-conductor

business Solar business Total
Sale of goods $5,115,451 $- 5,115,451
Rendering of services 20,252 - 20,252
Total $5,135,703 $-  $5,135,703
The timing for revenue recognitiph
At a point in time $5,135,703 $-  $5,135,703

Analysis of revenue from contracts with customersrd) the years ended December 31,

2019 are as follows:
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Semi-conductor

business Solar business Total
Sale of goods $6,772,041 $-  $6,772,041
Rendering of services 48,889 - 48,889
Total $6,820,930 $-  $6,820,930
The timing for revenue recognitiph
At a point in time $6,820,930 $-  $6,820,930
(b)Contract balances
A. Contract liabilities
As of 2020.12.31 2019.12.31 2019.01.01
Sales of goods $528,582 $589,794 $760,371

The changes in the Company’s balances of contiabililies for the year ended 31
December 2020 are as follows:

Sales of goods
The opening balance transferred to revenue $(7},206
Increase in receipts in advance during the period 9,994
(excluding the amount incurred and transferred to
revenue during the period)

The changes in the Company’s balances of contiedutilies for the year ended December
31, 2019 are as follows:

Sales of goods
The opening balance transferred to revenue $(21},80
Increase in receipts in advance during the period 41,230
(excluding the amount incurred and transferred to
revenue during the period)

(16)Expected credit losses (gains)
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For the year ended December 31,
2020 2019

Operating expenses — Expected credit losses (gains)
Account receivables $- $(248)

Please refer to Note 12 for more details on cresht

The Company measures the loss allowance of itsuategeceivable at an amount equal to
lifetime expected credit losses. The assessmenhefCompany’s loss allowance as of
December 31, 2020 and 2019 are as follow:

A. The Company needs to consider the grouping of tradeivables by counter-parties’
credit rating, by geographical region and by industector and its loss allowance is

measured by using a provision matrix. Details aréolow:

2020.12.31

Past due

Neither past

due (Note) <=90 days 91-120 daysl21-180 day<d81-365 days>=365 days Total
Gross carrying amount  $1,184,951 $10,608 $3,382 $- $- $87,601 $1,286,542
Loss ratio 0.07% 1% 5% -% -% 100%

Lifetime expected credit

losses (797) (106) (169) - - (87,601) (88,673)
Carrying amount of trade
receivables $1,184,154 $10,502  $3,213 $- $- $  $1,197,869
2019.12.31
Past due

Neither past 91-120  121-180

due (Note) <=90 days days days 181-365 days>=365days  Total
Gross carrying amount  $1,162,667 $99,755 $- $- $- $87,675 $1,350,097
Loss ratio -% 1% -% -% -% 100%

Lifetime expected credit - (998) - - - (87,675) (88,673)
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losses

Carrying amount of trade
receivables $1,162,667 $98,757 $- $- $- $-  $1,261,424

B. The movement in the provision for impairment of estreceivable and accounts
receivable for the years ended December 31, 20@@@h9 are as follows:

Account
receivables
Beginning balances of January 1, 2020 $88,673
Addition (reversal) for the current period -
Ending balances ofDecember 31, 2020 $88,673
Account
receivables
Beginning balancas of January 1, 2019 $88,921
Ad(dition (reversal) for the current period (248)
Ending balancas ofDecember 31, 2019 88,673
(17)Leases

(a)Company as a lessee
The Company leases various properties, includiagjestate such as land. The lease terms
range from 20 years. The Company is not allowedotm, sublease or sell without

obtaining the consent from the lessors.

The Company’s leases effect on the financial pasjtfinancial performance and cash
flows are as follow:

A. Amounts recognized in the balance sheet

(Right-of-use assets
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Land
Cost:
2020.01.01 $84,043
Additions -
Transfer -
Disposals (15,817)
2020.12.31 $68,226
2019.01.01 $84,043
Additions -
Transfer -
Disposals -
2019.12.31 $84,043
Depreciation and impairment:
2020.01.01 $7,640
Depreciation 6,059
Transfer -
Disposals -
2020.12.31 $13,699
2019.01.01 $-
Depreciation 7,640
Transfer -
Disposals -
2019.12.31 $7,640
Net carrying amount:
2020.12.31 $54,527
2019.12.31 $76,403

(ilLease liabilities
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As of December 31,

2020 2019
Lease liabilities $55,179 $77,312
Current $5,542 $6,899
Non-current 49,637 70,413
Total $55,179 $77,312

Please refer to Note 6 (19)(c) for the interestemse liabilities recognized during the
year ended 31 December 2020 and 2019 and referote N2 (5) Liquidity Risk
Management for the maturity analysis for leaseillisgs as at December 31, 2020
and 2019.

B. Income and costs relating to leasing activities
For the year ended December 31,

2020 2019
Short-term leased expense (rental expense) $16,948 $14,599

The portfolio of short-term leases of the Compamyvhich it is committed at the end
of the reporting period is dissimilar to the poliioof short-term leases to which the
short-term lease expenses disclosed above, arahtbant of its lease commitments is
NTS$O0.

For the year ended December 31, 2020, the Compmaognized NT$456 thousand as
income to account the rent concession arising diseat consequence of the covid-19
pandemic as a variable lease payment.

C. Cash outflow relating to leasing activities
For the year ended December 31,

2020 2019
Cash outflow relating to leases amount $23,338 3RBB3,

(18)Summary of employee benefits, depreciationandrtization by function is as follows:
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For the year ended December 31,
2020 2019
Cost of Cost of
goods sold Operating goods sold Operating
costs expense Total costs expenses| Total

Employee benefits

Salaries & wages $491,078 $122,170| $613,248| $501,490| $129,490| $630,980

Labor and health insurance 63,594 11,288 74,882 62,056 10,770 72,826

Pension 27,421 6,609 34,030 27,364 6,437 33,801

Directors’ remuneration 5,300 5,300 - 7,300 7,300

Other employee benefits 168,882 18,893 187,775| 152,352 17,555| 169,907
Depreciation 541,99( 38,759 580,749 516,198 38,221 554,419
Amortization 481 5,485 5,966 373 2,2779 3,152

Note:
1.The headcounts of the Company amounted to 1,h89 1a106, respectively, as of
December 31, 2020 and 2019. Among the Companyéidirs, there were 8 who were
not the employees.
2.Companies who have been listed on Taiwan Stoathd&hge or Taiwan Over-The

Counter Securities Exchange should disclose theviolg information:

(1) Average employee benefits of 2020 and 2019Nr8805 thousand and NT$827
thousand respectively.

(2) Average salaries of 2020 and 2019 are NT$54igand and NT$575 thousand
respectively.

(3) Changes in average salaries are (6)%.

(4) In accordance with the regulations, the Compaay established an audit committee
to replace the supervisor, so the supervisor’s rearation has not been recognized.

(5) The salary and remuneration policy of the Comypa
According to Articles 29 of the Company’s Article§ Incorporation, not lower than
5% of profit of the current year is distributable @mployees’ compensation and no
higher than 2% of profit of the current year istdmitable as remuneration to
directors. In addition to the basic salaries, elygds’ annual salaries are also adjusted
based on the Company’s performance to motivaterataih outstanding employees.
In addition, according to Articles 25 of the ComparArticles of Incorporation, the
Company pays remuneration to directors for perfognduties whether the Company
makes profit or not. The Company authorizes ther@o# Directors to determine the
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remunerations which are allocated according toctbrs performance, level of
contribution referencing the industry standardsadecordance with the regulations,
the compensation committee will make recommendatan directors’ remuneration
and the salaries of managers, then submit the pabpo the Board of Directors for
approval.

According to the resolution, no higher than 2% adfip of the current year is distributable
as remuneration to directors and supervisors anildwer than 5% of profit of the current
year is distributable as employees’ compensaticowever, the company’s accumulated
losses shall have been covered. The Company mag,rbgolution adopted by a majority
vote at a meeting of Board of Directors’ attendgdtWwo-thirds of the total number of
directors, have the profit distributable as empésyeeompensation in the form of shares or
in cash; and in addition thereto a report of suskridution is submitted to the shareholders’
meeting. Information on the Board of Directors’ okegion regarding the employees’
compensation and remuneration to directors andrgispes can be obtained from the
“Market Observation Post System” on the websitthef TWSE.

Based on profit of the year ended 31 December 2(020Company estimated the amounts
of the employees’ compensation and remuneratiomlitectors for the year ended 31
December 2020 to be 6.73% of profit of the curyezdr and 0.94% of profit of the current
year, respectively, recognized as employee benefigense. As such, employees’
compensation and remuneration to directors and reispes for the year ended 31
December 2020 amount to NT$45,000 thousand and J8U8&housand, respectively. The
Company estimated the amounts of the employees’peosation and remuneration to
directors for the year ended 31 December 2019 & 1H&% of profit of the current year and
0.55% of profit of the current year, respectivegcognized as employee benefits expense.

A resolution was passed at a Board of Directorstimgeheld on March 25, 2021 to
distribute  NT$45,000 thousand and NT$6,300 thousand cash as employees’
compensation and remuneration to directors andreigpes of 2020, respectively. Actual
distribution of employees’ compensation and remaii@n to directors and supervisors of
2020 amount to NT$45,000 thousand and NT$6,300stmuil; respectively, whereas the
estimated amount accrued in the financial statesnfntthe year ended 31 December 2020
were NT$45,000 thousand and NT$6,300 thousandecésply. No material differences
exist between the estimated amount and the acistabdtion of the employee bonuses and
remuneration to directors for the year ended Deezr@b, 2020.
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Actual distribution of employees’ compensation argmuneration to directors and
supervisors of 2019 amount to NT$75,000 thousarndNir$7,000 thousand, respectively,
whereas the estimated amount accrued in the fiastatements for the year ended 31
December 2019 were NT$75,000 thousand and NT$8,0@usand, respectively.
Differences between the estimated amount and tiv@lagistribution of the remuneration to
directors and supervisors for the year ended 3Zkimber 2019 are recognized in profit or

loss of the subsequent year in 2020.
(19) Non-operating income and expenses

(a)Other income

Financial assets measured at amortized cost
Interest income

Other income- others

Total

(b)Other gains and losses

Gains (losses) on disposal of property, plant apdpgnent

Gains on disposal of investments

Foreign exchange gains (losses), net

Others

Gains (losses) on financial assets at fair valuguidh
profit or loss

Gains on lease modification

Impairment loss on property, plant and equipment

Impairment loss on long-term prepayments for makeri

Total

For the year ended
December 31,

2020 2019

$7,131 $12,223
41,088 14,844

$48,219 $27,067

For the year ended
December 31,

2020 2019

$1,378 $-
- 142

(22,256)  (10,882)

(14,305)  (13,792)

801 1,494
1,365 -
(4,000)  (78,938)

- (34,615)

$(37,017) $(136,591)
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(c)Finance costs

Interest on borrowings from bank
Interests on lease liabilities
Total

(20) Components of other comprehensive income

For the year ended December 31, 2020

For the year ended
December 31,

2020 2019

$38,150 $58,858
1,439 2,005

$39,589 $60,863

Tax relating to

components ¢ Other

Reclassificatiot comprehensiv other comprehensiv
Arising during  during the  income, pre- comprehesive income, net o
the period period income tax
Not to be reclassified to profit or loss in
subsequent periods:
Remeasurement of defined benefit plans $(4,353) $- $(4,353) $- $(4,353)
Unrealized gain (losses) from equity 172,834 - 172,834 - 172,834
instruments investments measured at
fair value through other
comprehensive income
May be reclassified to profit or loss in
subsequent periods:
Share of other comprehensive income
of subsidiaries, associates, and joint 36,853 - 36,853 - 36,853
ventures accounted for under equity
method
Total of other comprehensive income $205,334 $- $205,334 $- $205,334
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For the year ended December 31, 2019

Tax relating to
Other components ¢ Other
Reclassificatiot comprehensive  other comprehensiv

Arising during  during the  income, pre- comprehensiv income, net o

the period period tax income tax
Not to be reclassified to profit or loss
subsequent periods:
Remeasurement of defined benefit plans $(4,732) $- $(4,732) $- $(4,732)
Unrealized gain (losses) from equity (8,112) - (8,112) - (8,112)

instruments investments measured at
fair value through other
comprehensive income
May be reclassified to profit or loss in
subsequent periods:
Share of other comprehensive income

of subsidiaries, associates, and joint  (157,151) - (157,151) - (157,151)
ventures accounted for under equity
method

Total of other comprehensive income $(169,995) $- $(169,995) $- $(169,995)

(21) Income tax
(a)The major components of income tax expense (fi@y@re as follows:

Income tax expense (income) recognized in profibss

For the year ended
December 31,

2020 2019
Current income tax expense (income):
Current income tax charge $98,799 $86,508
Adjustments in respect of current income tax obipri - 47,967

periods
Deferred tax expense (income):
Deferred tax expense (income) relating to origorainc - -
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reversal of temporary differences
Total income tax expense $98,799  $134,475

(b)A reconciliation between tax expense and theyecbof accounting profit multiplied by
applicable tax rates is as follows:

For the year ended
December 31,
2020 2019
Accounting income before tax from continuing opienag $617,517 $1,366,676

Tax payable at the enacted tax rates $123,503  $273,335
Tax effect of revenues exempt from taxation 968 12,121
Tax effect of expenses not deductible for tax psgso (33,517) (53,126)
Tax effect of deferred tax assets/liabilities 31,442 -
Surtax on undistributed earnings (23,597)  (145,822)
Adjustments in respect of current income tax obipri

periods - 47,967
Total income tax expense recognized in profit gslo $98,799  $134,475

(c)Deferred tax assets (liabilities) relate to fiblowing:

For the year ended December 31, 2020

Deferred tax
income
Beginning (expense) Ending balance

balance as Jan. recognized in Effect oftax as of Dec. 31,

1, 2020 P/L rate change 2020
Temporary differences
Unrealized loss on inventory valuation  $23,720 $(1,001) $- $22,719
Unrealized exchange loss(gain) 1,764 (999) - 765
Pension expense gain 1,967 - - 1,967
Unrealised intragroup profits and losses 7,400 2,000 - 9,400
Unpaid liability transferred to revenue 275 - - 275

Accumulated compensated absences
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expense 2,747 - - 2,747
Deferred tax income/ (expense) $- $-
Net deferred tax assets/(liabilities) $37,873 $37,873
Reflected in balance sheet as follows:
Deferred tax assets $37,873 $37,873
Deferred tax liabilities $- $-

For the year ended December 31, 2019

Deferred tax

income
Beginning (expense) Ending balance
balance as Jan. recognized in Effect oftax  as of Dec. 31,
1, 2019 P/L rate change 2019
Temporary differences
Unrealized loss on inventory valuation ~ $25,809 $(2,089) $- $23,720
Unrealized exchange loss(gain) (325) 2,089 - 1,764
Pension expense gain 1,967 - - 1,967
Unrealised intragroup profits and losses 7,400 - - 7,400
Unpaid liability transferred to revenue 275 - - 275
Accumulated compensated absences
expense 2,747 - - 2,747
Deferred tax income/ (expense) $- $-
Net deferred tax assets/(liabilities) $37,873 $37,873
Reflected in balance sheet as follows:
Deferred tax assets $37,873 $37,873
Deferred tax liabilities $- $-

(d)Unrecognized deferred tax assets

As of December 31, 2020 and 2019, deferred taxsafisat have not been recognized as
they may not be used to offset future taxable pp@mount to NT$157,675 thousand and

NT$239,535 thousand, respectively.
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(e)Unrecognized deferred tax liabilities relatioghe investment in subsidiaries

The Company did not recognize any deferred taviliiplior taxes that would be payable
on the unremitted earnings of the Company’s overseasidiaries, as the Company has
determined that undistributed profits of its sulzsigs will not be distributed in the
foreseeable future. As at December 31, 2020 an8,2b& taxable temporary differences
associated with investment in subsidiaries, forolwhdeferred tax liability has not been
recognized, aggregate to NT$262,823 thousand arg2R,023 thousand, respectively.

(NThe following table contains the informationwfiused tax losses of the Company:

Unused tax losses
As of Dec. 31, As of Dec. 31,
Year 2020 2019 Maturity
12017 $- $186,525 2027

(g)The assessment of income tax returns

As at December 31, 2020, the status of tax autherdssessment of the income tax
returns of the Company is as follows:

The assessment of income tax returns
The Company Assessed and approved up to 2018

(22)Earnings per share

Basic earnings per share are calculated by dividieg profit for the year attributable to

ordinary equity holders of the parent entity by theighted average number of ordinary
shares outstanding during the year.

Diluted earnings per share are calculated by digdhe net profit attributable to ordinary

equity holders of the parent entity (after adjugtany influences) by the weighted average
number of ordinary shares outstanding during thee ypéus the weighted average number of
ordinary shares that would be issued on conved@tl the dilutive potential ordinary shares

into ordinary shares.
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(a) Basic earnings per share
Profit attributable to ordinary equity holders bétCompany
(in thousand NT$)
Weighted average number of ordinary shares outstgridr
basic earnings per share (in thousand shares)

Basic earnings per share (in NT$)

(b)Diluted earnings per share

Profit attributable to ordinary equity holders bétCompany

(in thousand NT$)

Weighted average number of ordinary shares outstgnd
after dilution of the Company (in thousand shares)

Weighted average number of ordinary shares outstgridr
basic earnings per share (in thousand shares)

Effect of dilution:

Employee bonua stock (in thousand shares)

Weighted average number of ordinary shares outstgnd
after dilution (in thousand shares)

Diluted earnings per share (in NT$)

For the year ended
December 31,

2020 2019
$518,718 $1,232,201
510,898 510,898
$1.02 $2.41
$518,718 $1,232,201
$518,718 $1,232,201
@3.0,8 510,898
1,815 2,684
512,713 513,582
$1.01 $2.40

There were no other transactions involving ordinahares or potential ordinary shares

between the reporting date and the date of conopleti the financial statements.

7. Related party transactions

(1)Deal with related parties as of the end of &@orting period

Related parties and Relationship

Related parties

Relationship

Wafer Works Investment Corp.

Heli-Vantech Corp.

Subsidiary
Subsidiary
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Huaxin (Shanghai) Technology Co. Ltd. Subsidiary
Silicon Technology Investment (Cayman) Corp. Subsidiary
Wafer Works (Shanghai) Corp. Subsidiary
Wafer Works Epitaxial Corp. Subsidiary
Wafer Works (Yangzhou) Corp. Subsidiary
Wafer Works (Zhengzhou) Corp. Subsidiary
Zhengzhou Airport Economy Zone WaferWorks Subsidiary
Technology Corp.
Sharp Right Limited Subsidiary
Wafermaster Investment Corp. Subsidiary
Helitek Company Ltd. Subsidiary

(2)Significant transactions with related parties
A.Operating revenue

For the year ended December 31,

2020 2019
Helitek Company Ltd. $1,042,749 $1,307,552
Wafer Works Epitaxial Corp. 799,385 694,920
Huaxin (Shanghai) Technology Co. Ltd. 373,691 -
Subsidiaries 90,650 309,799
Total $2,306,475 $2,312,271

The sales price to related parties was determimedigh mutual agreement based on market
condition. The collection terms for related partieeye 90 days from delivery by telegraphic

transfer, similar to those for third parties.

For the years ended December 31, 2020 and 201 aimpany purchased raw materials on

behalf of its subsidiaries totalling NT$162,199 uband and NT$46,836 thousand,

respectively.

B.Purchases

For the year ended December 31,
2020 2019
Wafer Works Epitaxial Corp. $289,975 $2,270,324
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Wafer Works (Shanghai) Corp.

Huaxin (Shanghai) Technology Co. Ltd.

Wafer Works (Yangzhou) Corp.
Subsidiaries

Total

21,055 228,261
275,173 .
286,329 236,428

83,756 117,581

$956,288 $2,852,594

The purchase price to related parties was detethiimeugh mutual agreement based on
market condition. The payment terms to relatedigmmere 30~60 days from delivery by

telegraphic transfer, similar to those for thiraftyes.

C.Accounts receivable - related parties

Wafer Works Epitaxial Corp.

Helitek Company Ltd.

Sharp Right Limited

Wafer Works (Shanghai) Corp.

Wafer Works (Yangzhou) Corp.

Wafer Works (Zhengzhou) Corp.
Huaxin (Shanghai) Technology Co. Ltd.
Subtotal

Less: loss allowance

Net

D.Other receivables

Sharp Right Limited

Wafer Works (Shanghai) Corp.
Wafer Works (Yangzhou) Corp.
Wafer Works Epitaxial Corp.
Helitek Company Ltd.

Wafer Works (Zhengzhou) Corp.

As of December 31,

2020 2019
$134,004 $157,186
165,620 180,074
40,312 42,435
(51) 68,226
- 205
1,944 1,596
301,691 -
643,520 449,722
$643,520 $449,722
As of December 31,
2020 2019
$46,453 $48,369
36 36
7 7
506 1,314
132 418
984 11,551
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Zhengzhou Airport Economy Zone WaferWorks

Technology Corp.

Huaxin (Shanghai) Technology Co. Ltd.

Total

E.Accounts payable - related parties

Wafer Works (Shanghai) Corp.
Wafer Works (Yangzhou) Corp.
Wafer Works Epitaxial Corp.
Helitek Company Ltd.

Wafer Works (Zhengzhou) Corp.

Huaxin (Shanghai) Technology Co. Ltd.

Total

F.Other payable

Helitek Company Ltd.
Wafer Works (Shanghai) Corp.

Huaxin (Shanghai) Technology Co. Ltd.

Total

G. Prepayment-non current

Wafer Works Epitaxial Corp.

H. Purchase of property, plant and equipment

23,695 -

50,567 -

$122,380 $61,695

As of December 31,

2020 2019
$- $13,170
42,084 40,874
. 212,528
162 1,502
- 7,882
85,173 -
$127,419 $275,956

As of December 31,

2020 2019
$369 $90
- 159
82 -
$451 $249
As of December 31,
2020 2019
$- $74,185
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Reference
basis for price
Asset Related parties Purchase price decision
2020
Machinery Subsidiaries $1,263 negotiation
2019
Machinery Subsidiaries $26,908 negotiation

I. As of December 31, 2020 and 2019, the Companyiged endorsement/guarantee to its
Subsidiary in total of NT$405,020 thousand and NIB200 thousand, respectively.

J. Key management personnel compensation

For the year ended
December 31,

2020 2019
Short-term employee benefit $31,753 $43,644
Post-employment benefit 651 648
Total $32,404 $44,292

8. Assets pledged as collateral

Carrying amount

As of Dec. 31,

Assets pledged for security 2020 2019 Secured liabilities
Refundable deposits $3,872 $3,872 Litigation deposit
Financial assets measured at amortized 7,003 - Long-term loans

cost-current
Financial assets measured at amortized 9,967 9,967 Land leased
cost-noncurrent
Property, plant and equipment — land 259,131 259,131 Long-term loans
Property, plant and equipment — buildings 937,379 974,459 Long-term loans
Property, plant and equipment — machinery - 923,171 Long-term loans

and equipment
Total $1,217,352 $2,170,600
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9. Significant contingencies and unrecognized emtftcommitments

(a)As of December 31, 2020, outstanding contrastted to the purchased property, plant and
equipment were as follows:

Type of Asset Total Amount ~ Amount paid to date Amount outstanding
Equipment $583,909 $429,201 $154,708

(b)The Company entered into a purchase contracinfaterial with Supplier A for the period
from January 1, 2008 through December 31, 2018tHer purpose to stabilize material
sources and to enhance the relationship with tippler. As of December 31, 2020, the
Company paid the supplier USD2,310 thousand asdefie deposits and recovered it.

(c)The Company entered into a nine-year mater@atymement agreement with an international
supplier B for period from January 1, 2009 througecember 31, 2017 for stabilizing
material sources and to enhance the relationstip tiwe supplier. On January 22, 2016, the
agreement has been effectively extended for theunatat July 31, 2019. Under the
agreement, installment prepayments which are toffiset by the Company’s future purchase
orders were agreed and paid by the Company.

The Company signed a 12-year and a 14-year pwect@astracts with Supplier C for the

period from January 1, 2009 through December 31,628nd January 1, 2008 through
December 31, 2016 for stabilizing the material sesrand to enhance the relationship with
the supplier. On July 31, 2015, the agreements Hmeen effectively extended for the

maturities at December 31, 2020 and December 322,20espectively. Under the

agreements, installment prepayments which are tooffset by the Company’s future

purchase orders were agreed and paid by the Company

The Company entered into a 3-year material procarg agreement with an international
supplier D for period from September 1, 2015 thfo®gptember 30, 2018 for stabilizing
material source and to enhance the relationship wie supplier. Under the agreement,
installment prepayments which are to be offset iy €ompany’s future purchase orders
were agreed and paid by the Company.

The total balance of prepayment for supplier Bar@ D as of December 31, 2020 was
NT$513,659 thousand. However, the Company, in assgsheir future economy, has
provided an impairment in amount of NT$236,952 gamd as of December 31, 2020
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against the prepayment.

Supplier E filed a lawsuit against the Company ataimed NT$44,903 thousand for the

damage alleging the Company failed to fulfill itsligation. On August 20, 2015, the Taiwan

High Court decided that the Company shall pay sapd NT$9,600 thousand plus interest

calculated at 5% annual interest rate for the plefiom October 9, 2013 to the settlement
date. However, both the Company and supplier EapdeOn January 10, 2018, the Taiwan
High Court decided that the Company shall pay sapd NT$7,680 thousand plus interest
calculated at 5% annual interest rate for the plefiom October 9, 2013 to the settlement
date. The Company has further filed an appeal ¢oStapreme Court on February 2, 2018.
Meanwhile, supplier E has also filed a third insemppeal and claimed that the Company
shall pay NT$27,132 thousand plus the statutorer@st. On September 18, 2020, the
Supreme Court decided that the Company shall paplien E NT$7,680 thousand plus

interest calculated at 5% annual interest ratetlier period from October 9, 2013 to the

settlement date. The Company paid in full as ofdddwer 31, 2020.

(d)To extend long-term business, the Company coabpe with its customers via strategic
alliances. During 2010, the Company signed a langitsale contract with its customers A.
The Company will provide the silicon wafer solarit® customers from August 22, 2010 to
August 1, 2018. The contract regulated the obligetithat customers should fulfill orders and
the Company could receive advance payment by Imstat. As customers fulfill an
obligation of orders, and the Company could oftsginst sales by advance sales receipts. As
of December 31, 2020, the outstanding balance d18T185 thousand was showed as the
contract liability.

To extend long-term business, the Company co-tgeravith its customers via strategic
alliances. During 2008, the Company signed a lemgrtsale contract with its customers B.
The Company will provide the silicon wafer solarit® customers from January 1, 2009 to
September 30, 2017. The contract regulated thgatins that customers should fulfill orders
and the Company could receive advance payment $taliment. As customers fulfill an
obligation of orders, and the Company could oftginst sales by advance sales receipts. As
of December 31, 2020, the outstanding balance o$48T,865 thousand was showed as
advance sales receipts.

However, during the contract period, customer B miod fulfill its obligation in accordance
with the terms of the contract. On January 13, 2016 Company therefore filed a damages
claim to the Hsinchu District Court. On October 2817, the Hsinchu District Court decided
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in favor of the Company that customer B shall pathe Company NT$500,000 thousand plus
the interest calculated at 5% annual interestfaatéhe period from December 23, 2015 to the
settlement date in addition to a prepayment of WBS#I0 thousand to be confiscated by the
Company. Customer B appealed to the Taiwan HightGeuOctober 31, 2017. On January 6,
2021, the Taiwan High Court dismissed the appeaveikheless, the case has been
appealed to the Supreme Court as of the issuaneetithe financial statements.

To extend long-term business, the Company coogeratith its customers via strategic
alliances. During 2011, the Company signed the-kengn sale contract with its customers C.
The contract regulated the obligations that custemsbould fulfill orders and the Company
could receive advance payment by installment. Asauers fulfill an obligation of orders,
and the Company could offset against sales by advsales receipts.

The Company has entered into a long-term sale agmeewith its customer D in the term
from January 1, 2018 to December 31, 2023 for dprey long-term business and
establishing long-term strategic alliances relatiothh downstream suppliers. The Company is
entitled to receive in advance specific paymen@ninnstallment basis while customer D shall
put its purchase orders in compliance with the leggan within the agreement by using its
prepayment. As of December 31, 2020, the Compaagisance sales receipts amounted to
NT$27,115 thousand.

The Company has entered into a long-term sale agneewith its customer E in the term
from July 1, 2017 to December 31, 2020 for develgdong-term business and establishing
long-term strategic alliances relation with doweam suppliers. The Company shall provide
the semi-conductor products to customer E in aeoure with the contract price and the
agreed quantity set forth in the agreement.

The Company has entered into a long-term sale agmetewith its customer F in the term from
July 1, 2018 to March 31, 2021 for developing Idagn business and establishing long-term
strategic alliances relation with downstream sugpli The Company is entitled to receive in
advance specific payments in an installment basisBewcustomer F shall put its purchase
orders in compliance with the regulation within #greement by using its prepayment.

The Company has entered into a long-term sale agmeewith its customer G in the term
from October 1, 2018 to September 30, 2021 for ldgvweg long-term business and
establishing long-term strategic alliances relatiothh downstream suppliers. The Company is
entitled to receive in advance specific paymen@ninnstallment basis while customer G shall
put its purchase orders in compliance with the leggan within the agreement by using its
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prepayment. As of December 31, 2020, the Compamyisract liabilities receipts amounted to
NT$24,824 thousand.

(e)As of December 31, 2020, the Company grantedasagtee endorsement for Wafer Works
Epitaxial Corp. and Zhengzhou Airport Economy ZowaferWorks Technology Corp.
amounting to NT$142,400 thousand and NT$ 262,680¢And, respectively.

(HAs of December 31, 2020, the Group issued df tguarantee of NT$22,500 thousand to the
bank for the purpose of importing goods.

10.Losses due to major disasters

None.

11.Significant subsequent events

For the purpose of enhancing the independence ef Gompany, reducingffiliated
transactions , and avoiding industiympetition the board of directors of the subsidiary, Wafer
Works (Shanghai) Corp., proposed in a board medigld on March 3, 2021, to split and
establish a new company. Wafer Works (Shanghaip Geitl retain the management functions
oh the headquarters and engage in the epitaxiagnation business, while the newly
established company plans to be responsible forsthall-size polishing wafer and ingot
business. After the split, the shareholding stmgctf the two companies is consistent with the
Company’s existing shareholding structure. As of financial report date, the board of
directors’ and the shareholders’ have not yet psefda feasible plan.

12. Others

(1)Categories of financial instruments
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As of December 31,
2020 2019

Financial assets at fair value through profit @sto
Mandatorily measured at fair value through profit

or loss $9,171 $8,370
Financial assets measured at amortized cost

Cash and cash equivalents 1,859,490 2,282,061
Certificate of deposit — restricted 16,970 9,967
Accounts receivables 554,349 811,702
Accounts receivables — related party 643,520 449,722
Other receivables 25,205 339,081
Other receivables — related party 122,380 61,695
Total $3,231,085 $3,962,598

As of December 31,

2020 2019

Financial liabilities measured at amortized cost:

Short-term borrowings $504,339 $579,606

Payables 1,003,396 1,303,345

Long-term borrowings (including current portion

with maturity less than 1 year) 1,616,946 1,550,000

Lease liabilities 55,179 77,312

Total $3,179,860 $3,510,263

(2)Financial risk management objectives and pdicie

The Company’s principal financial risk managemepjeoctive is to manage the market risk,
credit risk and liquidity risk related to its openg activates. The Company identifies,
measures, and manages the aforementioned riskd dases policy and risk appetite.

The Company has established appropriate policiss;edures and internal controls for
financial risk management. Before entering intongigant transactions, due approval
process by the Board of Directors and Audit Conemittnust be carried out based on related
protocols and internal control procedures. The Camgcomplies with its financial risk.
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(3)Market risk

Market risk is the risk that the fair value of freucash flows of a financial instrument will
fluctuate because of the changes in market priglesket prices comprise currency risk,
interest rate risk and other price risk (such astggisk).

In practice, it is rare that a single risk variakl@l change independently from other risk
variable, i.e. there are usually interdependentiesveen risk variables. However the
sensitivity analysis disclosed below does not taki® account the interdependencies
between risk variables.

Foreign currency risk

TheCompany'’s exposure to the risk of changes ieidorexchange rates relates primarily to
the Group’s operating activities (when revenue xpesise are denominated in a different
currency from the Company’s functional currencyll dhe Company’s net investments in
foreign subsidiaries.

The Company has certain foreign currency receigatoldoe denominated in the same foreign
currency as certain foreign currency payablesgfioee natural hedge is achieved. Therefore,
hedge accounting is not adopted.

The foreign currency sensitivity analysis of thesgible change in foreign exchange rates on
the Company's profit/loss and equity is performed significant monetary items
denominated in foreign currencies as of the repgrperiod-end. The Company’s foreign
currency risk is mainly related to volatility in ehexchange rates of US dollars. The
information of the sensitivity analyses is as folo

When NTD strengthens/weakens against USD by 1%, ptlodit for the years ended
December 31, 2020 and 2019 is increased/decregsBd $6,347 thousand and NT$7,224

thousand, respectively.

Interest rate risk

Interest rate risk is the risk that the fair vatrefuture cash flows of a financial instrument
will fluctuate because of changes in market interases. The Company’s exposure to
interest rate risk relates primarily to the Compsimgvestments with variable interest rates
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and bank borrowings with fixed interest rates aragiable interest rates, which are all
categorized as bank borrowings and receivables.

The interest rate sensitivity analysis is perforradtems exposed to interest rate risk as at
the end of the reporting period, including investtseand borrowings with variable interest

rates and interest rate swaps. At the reporting, @dathange of 10 basis points of interest rate
in a reporting period could cause the profit fa ffears ended December 31, 2020 and 2019
to increase/decrease by NT$2,121 thousand and N3®2housand, respectively.

Equity price risk

The fair value of the Group’s listed and unlistepiiey securities are susceptible to market
price risk arising from uncertainties about futwedues of the investment securities. The
Group’s listed equity securities, including fairlwa through other comprehensive income.
The Group manages the equity price risk througterdification and placing limits on
individual and total equity instruments. Reportstbe equity portfolio are submitted to the
Group’s senior management on a regular basis. Theg® Board of Directors reviews and
approves all equity investment decisions.

(4)Credit risk management

Credit risk is the risk that the counterparty witht meet its obligations under a contract,
leading to a financial loss. The Company is expdsecredit risk from operating activities

(primarily for accounts receivables and notes red@es) and from its financing activities,

including bank deposits and other financial instenits.

Credit risk is managed by each business unit subgjethe Company’s established policy,
procedures and control relating to credit risk nggmaent. Credit limits are established for
all counter parties based on their financial positirating from credit rating agencies,
historical experience, prevailing economic conditiand the Company’s internal rating
criteria etc. Certain counter parties’ credit rigkll also be managed by taking credit
enhancing procedures, such as requesting for pmegratyor insurance.

As of December 31, 2020 and 2019, receivables flwriop ten customers were accounted
for 74.42% and 70.34% of the Company’s total actoueceivable, respectively. The
concentration of credit risk is relatively not sigzant for the remaining receivables.

Credit risk from balances with banks, fixed-incosaeurities and other financial instruments
is managed by the Company’s finance division inoatance with the Company’s policy.
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The counterparties that the Company transacts afigh determined by internal control
procedures. They are banks with fine credit ratiagd financial institutions, corporate and
government agencies with investment-grade credihgs Thus, there is no significant
default risk. Consequently, there is no significemedit risk for these counter parties.

The Company adopted IFRS 9 to assess the expemédd tbsses. Except for the loss
allowance of trade receivables is measured atriieeexpected credit losses, the remaining
debt instrument investments which are not measatrdair value through profit or loss, low
credit risk for these investments is a prerequisfien acquisition and by using their credit
risk as a basis for the distinction of categories.

Financial assets are written off when there is ealistic prospect of future recovery (the
issuer or the debtor is in financial difficultieslmankruptcy).

(5)Liquidity risk management

The Company maintains financial flexibility througihe use of cash and cash equivalents,
highly-liquid marketable securities, bank loans, &he table below summarizes the maturity
profile of the Company’s financial liabilities baken the contractual undiscounted payments
and contractual maturity. The payment amount iresudhe contractual interest. The
undiscounted interest payment relating to borrowingith variable interest rates is
extrapolated based on the estimated yield cured tee end of the reporting period.

Non-derivative financial instruments

Less than 1 Overthan 5
year lto2years 2to3years 3to4years 4to5years years Total

As of Dec. 31, 2020

Loans $541,067 $215,359 $335,389 $456,564  $695,64: $-  $2,244,023
Payables 1,003,396 - - - - - 1,003,396
Lease Liabilities 6,846 6,846 6,846 6,846 6,84¢ 27,384 61,614
As of Dec. 31, 2019

Loans $1,155,710 $342,598 $459,231 $284,917 $ $-  $2,242,456
Payables 1,303,345 - - - - - 1,303,345
Lease Liabilities 8,736 8,736 8,736 8,736 8,73¢ 43,680 87,360

(6)Movement schedule of liabilities arising fromdncing activities
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Movement schedule of liabilities for the year en@stember 31, 2020:

Short-term Long-term  Refundabli  Lease Total liabilities from
borrowings borrowings deposits liabilities  financing activities

As of January 1, 2020 $579,606 $1,550,000 $38,066  $77,312 $2,244,984
Cash flows (75,267) 69,333 (21,590) (6,390) (33,914)
Non-cash changes
Lease modification - - - (17,182) (17,182)
Interest of lease liabilities - - - 1,439 1,439
Other - 613 - - 613
As of December 31, 2020  $504,339 $1,619,946 $16,476 $55,179 $2,195,940

Movement schedule of liabilities for the year enflstember 31, 2019:

Short-term  Long-term  Refundake Lease liabilities Total liabilities from

borrowings borrowings deposits (Note) financing activities
As of January 1, 2019 $507,195 $1,558,353 $76,988 $84,043 $2,226,579
Cash flows 72,411 (8,353) (38,922 (8,736) 16,400
Non-cash changes
Interest of lease liabilities - - - 2,005 2,005
As of December 31, 2019 $579,606  $1,550,000 $38,066 $77,312 $2,244,984

(7)Fair values of financial instruments

(@)The methods and assumptions applied in detemgirihe fair value of financial
instruments:

The fair value of the financial assets and lialetitare included at the amount at which the
instrument could be exchanged in a current traisabetween willing parties, other than
in a forced or liquidation sale. The following metls and assumptions were used to
estimate the fair values:

I. The carrying amount of cash and cash equivalesmtsounts receivable, accounts
payable and other current liabilities approximéatartfaire value.

ii. For financial assets and liabilities tradedain active market with standard terms and
conditions, their fair value is determined basednmarket quotation price (including
listed equity securities and bonds) at the repgrdate.



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

iii. The fair value of derivative financial instriemt is based on market quotations. For
unquoted derivatives that are not options, the failue is determined based on
discounted cash flow analysis using interest ragédycurve for the contract period.
Fair value of option-based derivative financialtinsents is obtained using the option
pricing model.

iv. The fair value of other financial assets arabilities is determined using discounted
cash flow analysis. The interest rate and discoat® are selected with reference to
those of similar financial instruments.

(b)Fair value of financial instruments measuredrabrtized cost

The carrying amount of the Company's financial tssed liabilities measured at
amortized cost approximate their fair value.

(c)Fair value measurement hierarchy for finangiatiruments
Please refer to Note 12.8 for fair value measurerienarchy for financial instruments of
the Group.

(8)Fair value measurement hierarchy

(a)Fair value measurement hierarchy
All asset and liabilities for which fair value measured or disclosed in the financial
statements are categorized within the fair val@eanchy, based on the lowest level input
that is significant to the fair value measurementavhole. Level 1, 2 and 3 inputs are

described as follows:

Level 1 — Quoted (unadjusted) market prices invactarkets for identical assets or
liabilities that the entity can access at the mesament date

Level 2 — Inputs other than quoted prices includ&tiin Level 1 that are observable for
the asset or liability, either directly or indirct

Level 3 — Unobservable inputs for the asset oilitgb
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For assets and liabilities that are recognizedha financial statements on a recurring
basis, the Group determines whether transfers lo@eerred between Levels in the
hierarchy by re-assessing categorization at theoéedch reporting period.

(b)Fair value measurement hierarchy of the Comaagsets and liabilities

The Company does not have assets that are measufadt value on a non-recurring

basis. Fair value measurement hierarchy of the @oyip assets and liabilities measured
at fair value on a recurring basis is as follows:

As of December 31, 2020

Levell Level2 Level3 Total

Financial assets:
Financial assets at fair value through
profit or loss

Convertible bond $9,171 $- $

$9,171

As of December 31, 2019

Levell Level2 Level3 Total

Financial assets:

Financial assets at fair value through
profit or loss

Convertible bond $8,370 $- $-  $8,370

Transfers between Level 1 and Level 2 during threode

During the Years ended December 31, 2020 and 20&%e were no transfers between
Level 1 and Level 2 fair value measurements.

(9)Significant assets and liabilities denominateéobreign currencies

Information regarding the significant assets aadilities denominated in foreign currencies
is listed below:

As of December 31, 2020
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Foreign Foreign
currencies  exchange rate NTD

Financial assets
Monetary items:
uUsD $40,106 28.48 $1,142,210

Non Monetary items:
uUsD $140,642 28.48 $4,005,481

Financial liabilities
Monetary items:
USsD $21,329 28.48 $607,459

As of December 31, 2019
Foreign Foreign
currencies  exchange rate NTD

Financial assets
Monetary items:

uUsD $60,882 29.98 $1,825,254
Non Monetary items:
uUsD $121,420 29.98 $3,640,168

Financial liabilities
Monetary items:
UsD $36,788 29.98 $1,102,897

The above information is disclosed based on theyiogr amount of foreign currency (after
conversion to functional currency).

The Company’s functional currency is variety. Itimpossible to disclose the foreign
exchange gains or losses on monetary financialtsassed financial liabilities with
significant influence by each functional curren¢e Foreign exchange gains or losses of
the Company amounted to NT$(22,256) thousand ars{N01882) thousand respectively
for the years ended December 31, 2020 and 2019.

(10) Capital management



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

The primary objective of the Company’s capital ngeraent is to ensure that it maintains
a strong credit rating and healthy capital ratinsorder to support its business and
maximize shareholder value. The Company managesaistal structure and makes
adjustments to it, in light of changes in economonditions. To maintain or adjust the
capital structure, the Company may adjust divideaginent to shareholders, return capital
to shareholders or issue new shares.

13. Other disclosure

(1) The following are additional disclosures for thempany and its affiliates as required by the
R.O.C. Securities and Futures Commission:

a. Financing provided to others for the year erldedember 31, 2020: None.

b. Endorsement/Guarantee provided to others fory#sr ended December 31, 2020:
Please refer to Attachment 1.

c. Securities held as of December 31, 2020 (exctudubsidiaries, associates and joint
ventures): Please refer to Attachment 2.

d. Individual securities acquired or disposed ofhwaccumulated amount exceeding the
lower of NT$300 million or 20 percent of capitabsk for the year ended December 31,
2020: None.

e. Acquisition of individual real estate with amouexceeding the lower of NT$300
million or 20 percent of capital stock for the yesmded December 31, 2020: None.

f. Disposal of individual real estate with amourteeding the lower of NT$300 million
or 20 percent of capital stock for the year endeddnber 31, 2020: None.

g. Related party transactions for purchases anels sanounts exceeding the lower of
NT$100 million or 20 percent of capital stock ftvetyear ended December 31, 2020:
Please refer to Attachment 3.

h. Receivables from related parties with amounteeding the lower of NT$100 million
or 20 percent of capital stock as of December 8202Please refer to Attachment 4.



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

i. Financial instruments and derivative transacidwione.
(2)Information on investees:

A. Investees over whom the Company exercises signif influence or control (excluding
investees in Mainland China): Please refer to Attaent 5.

B. Investeeover which the Company exercises cordnall be disclosed of information
under Note 13(1):

(&) Financing provided to others for the year endedember 31, 2020: Please refer to
Attachment 6.

(b) Endorsement/Guarantee provided to others ferytbar ended December 31, 2020:
Please refer to Attachment 1.

(c) Securities held as of December 31, 2020 (exotudubsidiaries, associates and joint
ventures): Please refer to Attachment 7.

(d) Individual securities acquired or disposed ofhwaccumulated amount exceeding
the lower of NT$300 million or 20 percent of capittock for the year ended
December 31, 2020: None.

(e) Acquisition of individual real estate with anmiiexceeding the lower of NT$300
million or 20 percent of capital stock for the yemded December 31, 2020: None.

() Disposal of individual real estate with amoumtceeding the lower of NT$300
million or 20 percent of capital stock for the yemded December 31, 2020: None.

(g) Related party transactions for purchases ated sanounts exceeding the lower of
NT$100 million or 20 percent of capital stock fdretyear ended December 31,
2020: Please refer to Attachment 8.

(h) Receivables from related parties with amountseeding the lower of NT$100
million or 20 percent of capital stock as of DecemB1, 2020: Please refer to
Attachment 9.



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

(i) Financial instruments and derivative transatiiaNone.



English Translation of Financial Statements andikates Originally Issued in Chinese

WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)

(Amounts Expressed in Thousands of New Taiwandd®lnless Otherwise Specified)

(3) Information on investments in Mainland China:

A. Investee company name, main businesses and pspdatdal amount of capital, method of investmertuanulated inflow and outflow of
investments from Taiwan, net income (loss) of inwescompany, percentage of ownership, investmerdme (loss), book value of
investments, cumulated inward remittance of eashangd limits on investment in Mainland China:

Amount in thousand; Currency denomination in NTDesn otherwise specified
Accumulated | = Accumulated Net
_ nvestment Flows . Percentag _ Accumulated
Main Total Amount Outflow of Outflow of  |income(loss Investment Carrying _
Investee . o Method of ) of ) Inward Remittance
Business an| of Pain-in Investment fron Investment from of investee | income(loss)| Value as of _
company ) Investment ] ) Ownershig . of Earnings as of
Product Capital Taiwan as of | Outflow | Inflow Taiwan as of | company recognized |Dec. 31, 2020
Dec. 31, 2020
Jan. 1, 2020 Dec. 31, 2020
Wafer Works  |Wafer
] $2,458,462 $156,241 $3,688,831
(Shanghai) Corpmanufacturing - $510,951 $- $- $510,951 $322,485 48.45% $-
(Notel&3) (Note3&4) (Note3&4)
(Notel0) industry
Wafer
Wafer Works $2,042,950 $372,570 $1,200,980
o manufacturing - $516,782 $- $- $516,782 $372,570 48.45% $-
Epitaxial Corp. (Note3&6) (Note3&4) (Note3&4)
industry
Wafer Works  [Wafer
$475,766 $41,911 $216,170
(Yangzhou) manufacturing Note 2 $- $- $- $- $41,911]  48.45% $-
(Note3&7) (Note3&4) (Note3&4)
Corp. industry




English Translation of Financial Statements andikates Originally Issued in Chinese

WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)

(Amounts Expressed in Thousands of New Taiwandd®lnless Otherwise Specified)

Wafer Works  [Wafer
$3,055,371 $219,643 $1,478,218
(Zhengzhou) |manufacturing Note 8 $- $- $- $- $239,990 48.45% $-
(Note3&8) (Note3&4) (Note3&4)
Corp. industry
Zhengzhou Aiport
Wafer
Economy Zone $654,722 $(5,045) $314,656
manufacturing Note 9 $- $- $- $- $(5,045) 48.45% $-
WaferWorks (Note3&9) (Note3&4) (Note3&4)
industry
Technology Corp
Huaxin (Shangha|Selling
. $30,211 $8,778 $39,850
Technology Co. |semiconduc Note 12 $- $30,211 $- $30,211 $8,778 100.00%6 $-
) (Notell) (Note3&4) (Note3&4)
Ltd or materials
Accumulated Investment in Mainland Investment Amounts Authorized by
Investee company China as of Dec. 31, 2020 Investment Commission, MOEA Upper Limit on Investment
Wafer Works (Shanghai) Corp. $510,951 $681,037 Note 5
Wafer Works Epitaxial Corp. $516,782 $1,484,699 Note 5
Wafer Works (Yangzhou) Corp. $- $- Note 5
Wafer Works (Zhengzhou) Corp. $- $- Note 5
Zhengzhou Airport Economy Zone $- $- Note 5
WaferWorks Technology Corp.
Huaxin (Shanghai) Technology Cg. $30,211 $30,211 Note 5
Ltd.




Note 1:

Note 2:
Note 3:
Note 4:
Note 5:

Note 6:

Note 7:

Note 8:

Note 9:

English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lnless Otherwise Specified)

56.7469% shares of Wafer Works (ShangharpCowned by Silicon Technology Investment (Cayn@orp. But 85.3773% shares of Silicon
Technology Investment (Cayman) Corp. owned by W¥ferks Investment Corp. Therefore, Wafer Works (®jai) Corp. indirectly invested by
Wafer Works Corp.

Wafer Works (Shanghai) Crop. invested diyedo Wafer Works (Yangzhou) Crop.

Foreign currencies were converted into Newan dollars based on exchanged rate on DeceBih@020.

The investment income (loss) recognizeceueduity method and by calculation was based ditexifinancial statements.

The Company qualified and approved by TajRO.C. government to be operation headquart€aiwan, thus there are no limitation of investee i
mainland China.

It was a wholly-owned subsidiary by the @amy’s indirect subsidiary, Silicon Technology Istreent (Cayman) Corp. The Company’s board in a
meeting held on November 10, 2016 has resolvedShiabn Technology Investment (Cayman) Corp. pgtites in a cash addition conducted by
Wafer Works (Shanghai) Corp. by using all ownershigrest on Wafer Works Epitaxial Corp. As a resiflthe capital addition, Wafer Works
(Shanghai) Corp. owns 100% interest of Wafer Wéargaxial Corp.

The Company’s board in a meeting held oweNdoer 10, 2016 resolved that Wafer Works (Shandbaip. participates in a cash addition conducted
by Wafer Works (Yangzhou) Corp. for 30% ownersinierest.

The Company’s board has resolved on Fepréyr2017 Wafer Works (Zhengzhou) Corp. to beldistaed through Wafer Works (Shanghai) Corp.’s
investment.

Zhengzhou Airport Economy Zone WaferWorkgfhology Corp. has been established by Wafer W&tkanghai) Corp. in November 2019.

Note 10: Wafer Works (Shanghai) Corp. applied fehareholding restructuring to become a companyddrby shares in September 2019. The registration

procedures were completed on December 17, 2019.

Note 11: The paid-in capital is USD1,000 thousatgiivalent to NT$30,211 thousand.
Note 12:The Company invested directly to Huaxin (Shangfaphnology Co. Ltd.



B. Significant transactions with the investees mimfand China:

(a)Purchase and accounts payable with the relaeie:

Purchase Accounts payable
Amount % Amount %

Wafer Works Epitaxial Corp. $289,975 13.80% $- -%
Wafer Works (Shanghai) Corp. 21,055 1.00% - -%
Huaxin (Shanghai) Technology C

Ltd. 275,173 13.09% 85,173 17.54%
Wafer Works (YangZhou) Corp. 286,329 13.62% 42,084 8.67%
Wafer Works (Zhengzhou) Corp. 58,368 2.78% - -%
Total $930,900 44.29% $127,257 26.21%

Purchasing prices of the Company to related patieege the same product prices as
purchase to non-related parties. Payment termsalsoesimilar to the ones for non-related
parties, which is 30 to 60 days from delivery biggeaphic transfer.

(b)Sales and receivables with the related parties:

Operating revenue Accounts receivable
Amount % Amount %

Wafer Works Epitaxial Corp. $799,385 15.57% $134,004 11.19%
Wafer Works (Shanghai) Corp. 82,276 1.60% (51) -%
Huaxin (Shanghai) Technology C

Ltd. 373,691 7.28% 301,691 25.19%
Wafer Works (YangZhou) Corp. 1,017 0.02% - -%
Wafer Works (Zhengzhou) Corp. 7,357 0.14% 1,944 0.16%
Total $1,263,726 24.61% $437,588 36.54%

Sales of the Company to related parties have tme gsoduct prices as sales to non-related
parties. Collection terms are also similar to timesfor non-related parties, which is 60
days from delivery by telegraphic transfer.



For the years ended December 31, 2020, the Companchrased raw materials on behalf
of Wafer Works Epitaxial Corp., Huaxin (Shanghagchnology Co. Ltd. and Wafer
Works (Zhengzhou) Corp. totalling NT$1,507 thousamir$139,055 thousand and

NT$21,319 thousand, respectively.

(c) The purpose and balance of a note guarante@ guodrantee endorsement or providing for

secure: Please refer to Attachment 1.

(d)The amount of maximum financing, the balancesrgst rates, and lump sum interest

expense: None.

(e)The other events’ impact over current profitass or the significant influence of transaction

events over the financial conditions:

a. For the year ended December 31,2020, the Comparghgsed raw materials on
behalf of Wafer Works (Shanghai) Corp., Wafer WéoEpitaxial Corp., Huaxin
(Shanghai) Technology Co. Ltd., Wafer Works (Yahgd) Corp., Wafer Works
(Zhengzhou) Corp. and Wafer Works Zhengzhou Airfiamdnomy Zone WaferWorks
Technology Corp. in the amount of NT$36 thousan@i$b06 thousand, NT$50,567
thousand, NT$7 thousand, NT$984 thousand and N&$33thousand, respectively,

which were recorded under other receivables.

b. As of December 31,2020, Huaxin (Shanghai) Techno(g. Ltd. made the advance for
the Company in theamount of NT$82 thousand, whiak mecorded under other payable.

(4)Information on major shareholders:

None.

14. Segment information

The Company has provided the operating segmentdosdise in the consolidated financial

statements.



ATTACHMENT | ¢ Fudorsernent/Guaranice provided 1o others for the vear ended December 31, 202010

¢ All the curreneies are denoninaled in Thousands of New Taiwan Dollars unless olberwise specilied

WAFER WORKS CORP.
No
(Notel) _Lindors:

1] Wafer Warks Corp.

L Waler Works

(Shanghw) Corp.

L Waler Works

(Shanghu) Corp.

Reeviving party

{Garantor oIMpAINY Name Relationship (Nete2)
@ Waler Works Corp.

Limit of
puarantee’endorsement amount

for receiving party (Nated

Waler Works Alliliated Compeany §3,634, 180

Epitaxial Corp.

Wafer Waorks Affiliated Company $3.63,180
Zhengzhou Airport

Leonomy Zone Waferworks Technology Corp.

Wa

Works Affiliated Campany $3.634.180

{(ZhengZhou) Corp.

Wa

for Works Affiliared Company $3.634.180
Zhengzhou Anport

Leonomy Zone WaferWorks Technalogy Corp.

Notel : Wafer Worls Corp. and its subsidiaries are coded as follows:
L Waler Works Corp. is coded "0

2 The subsidhanios ave coded conseenively heginmmg fom 1"

n the onder presenied m e above table

Note2 ! The relationship belween the puarantor ol e endersernent and (he objeet 10 be guaranteed 1s as [ollows:

L. The company with business contacts.

2. T'he company directly and indirectly holds more than 50% of the shares wi
3.Companies that directly and indirectly holds mare than 50% of the shares of the company with voting rights.
4. 1he company directly and indirectly holds more than 90% of the shares with voting rights.

5 Where a public company [illills its contractual obligations by providing mutual codorseinents/guarantees for another company in the same indostry,

Maxinmm

halance for the

$151,250

$262.710

52.R62 AR

304,110

6.A company whose co-investmenl relationship is endorsed by all shacholders in proportion to their sharcholding ratio.

$142,400

$262.620

§2.350, 4109

$393,930

Actual amonnt

§142.400

$148.177

$1.927.155

$222.366

period Lnding balance provided puarantee/endorsement

[

LDercentage of aceumulaied

gnarantee amount to net assefs Limit of tofal {arantee
valie from the latest financial  gnarantes/endorsement Provided by
statement amonnt {Note3) Parent Company
1.57% $3,634.180 Y
2.80% 33,634,180 Y
$3,634,180 N
4.349% $3.631,180 N

Nole3 * Aceording lo the proeedures of Endorsemnent and Guaraniee, the limitadon ol endorsement or goaraniee for other subsidiaries shall net exeecd 408 ol'ihe curmend net value of the Company. Also, the limilaion ol

endorsemnent or guaraniee for one of e subsidisries shall not exeeed 10% ol the current nel value of Company, but ihe lnitation of endorsement or guaraniee lor the Company shall be up o 40% ol the eument net

value ol one of subsidiarics

Cimarantee
Provided by

A Sub
~

Ary

Ciuarantee Provided

to Subsidiaries in

Mainland China

A



ATTACIIMENT 2 (Securilies held as ol December 31, 2020) (excluding subsidiaries, associales and joinl venlures)

{ All the currencies are denominated in Thousunds of New Taiwan Dollars unless otherwise specilied )

WAFER WORKS CORP.

As at 31 December 2020

Percentage of

ownership
Holding Company Securities I'vpe and Name Relalionship TI'mancial Stalement Account Shares/Unils Book Value (%) T'air valug Nole
Waler Works Corp. Converlible Bond — Ideal Bike Corporalion - Tinancial assels at lair value through profit or 90 59,000 -Ya $9.171

Add: Valuation adjustments ol [Inancial assets at
[air value through prolit or loss,current

Total

loss,current

171
59,171



ATTACHMENT 3 { Related party transactions for purchascs and sales amounts exceeding the lower ol 100 million dollars or 20 pereent of capilal stock lor the year ended December 31, 2020 )

( All the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP.
Noles and accounts
Transaclions Dretanls ol non-arm's lengih iransaction recetvables(payable)
Percentape of
Purchases total purchases Percentage of tatal
Company Related party Relationship (Sales) Amount {sales)(%) ‘l'erm Unit Price l'erm Balance receivables(%) Note
Waler Worlss Corp. Helilek Allihated Company Sales 51,042,749 20.30% Received al 60 days aller shipment arrival Nia NiA $165,620 13.83%
Company Lid. by using lelegraphic ransfer (T7T)
Wafer Works Corp.  Wafer Works Affiliated Company Sales $799,385 15.57% Reeceived at 60 days after shipment arrival NiA NiA $134,004 11.19%
Lipitaxial Corp. by using telearaphic wanster (171)
Wafer Works Corp.  Iluaxin (Shanghai) Affiliated Company Sales $373,691 7.28% Received at 150 days after shipment arrival NiA N/A $301.691 25.19%
Technology Co. Lid by using (elegraphic transfer (T/T)
Waler Worlss Corp. Waler Works Alliliated Company Purchases $289,975 13.80% Daad al 60 days alier shipment arrval Nia NiA $- %
Epitaxial Corp. by using lelegraphic ransfer (T7T)
Waler Works Corp.  Waler Works Alliliated Company Purchascs b 286,329 13.62%  Lad al 60 days alier shipment arrival Nia Nin $(42,084) (3,670
(Yang/hou) Corp. by using telearaphic wanster (171)
Waler Worlss Corp. Huaxin (Shanghar) Allihated Company DPurchases $275,173 13.09% Daad al 60 days alier shapment arrval Nia NiA $(85.173) (17.534)%

‘Technology Co. Itd

by using telegraphic wranster (171)



ATTACHMENT 4 { Receivables from related parties with amounts exceeding the lower of 100 million dollars or 20 percent of capital stock as of December 31, 2020 )

(Al the currencics are denominaled in Thousands of New Taiwan Dollars unless otherwise specilicd )

WAFER WORKS CORP,

Overduc receivables

Rclationship with Turnover Amounts received in Allowance for
Company Related party the Conmpany Ending Balance rate(times) Amount Collection status ~ subsequent period  doubtful accounts
Wafer Works Corp. Helitck Company Lid. Affiliated Company  Accounts receivable 6.03 $- - $116,100 $-
$165,620
Walcr Works Corp. Wafer Works Alfiliated Company  Accounts reccivable 5.49 $- - $103,662 $-
Epitaxial Corp. $134,004
Wafer Works Corp. Huaxin (Shanghai) Affiliated Company  Accounts receivable 248 $- - $128.393 $-

Technology Co. Ltd.

$301,691



ATTACHMENT 3 ( I s investor has the abilily o exercise significant inluenee on inveslee or bas material controlling power o investee ) ( Not including investment in Mainland Ching )

{ All the currencies are denominated in 'Uhousands of New 'l'aiwan Dallars, 11K12, and 1812 unless atherwise specitied )

WAFER WORKS CORP.

Investor [nvestee
Company Company Address

Wafer Works Corp.

Whaler Works Corp.

Waler Works

Investment Corp.

Wafer Works

Tnvestment Corp.

Silicon
Technology
Investmenl

(Cayman) Corp.

wafermaster

Tnvestment Corp.

Wafer Works Investment

Corp.

Heli-Vanteeh Com

Silicon Technology
Investment (Cayman)

Corp.

Wafermaster Investment

Corp.

Sharp Right Limited Co., Lid.

Helitek Company 1 .6d.

P.O. Box 217 Apia, Samoa

No.l, Lo 445, See. 2

. Meishih Rd., Yangmei Township

. Taoyuan County, Tarwan

Seolia Cente 4ith Floor,
PO Hox 284, George town,
Grind Cayvinan,

Cayman 1sland

P.O. ox 217 Apia, Samoa

Rovins 2006-8.20.F.,
Two Chinachem Ixchange
Square, 538 King's Roud,

MNorth Point, 1long Kong

AT338 Jremont Bhed.

Fremonl CA 94538

Tnitial Trvestmen|

Investments as of 31 [Jecember 2020

Main businesses and produets Ending balance Beainning balanee

Inrvestment 1olding Company USIY 62,766 L1812 62,766

Design, rading and manufaciuring of 5.000 5.000
semiconductor materials.

Tnvestment Holding Commpary TSD 43,541 ST 43 541

Investment Holding Company LIS 5,084 USRI 5,084

Trading Company HED 10 HKD 10

mManmfacnaring and trading of
semicenducior malerials

LIS13 2,200 LS 2,200

Number of

shares

Pereenlage Nel income Iuvestoenl
of ewamership ook (loss)of income (loss)
(i) Value investee cotupamy weopmized

62,766,226

500,000
Common sioek L
Preferred stoclkA 6.4970,327
Drefemmed slockB - 36,991 198
5,083,900

3,400,000

(Preloned stock 2,000,000)

100.00F%

N7 3

07

100 00% 4717 - -
85.38% 3,638,116 187,103

100.00% 117,530 1,711y (1.711)

100.00%% (85,042 - -

100.00% 117,515 (1,704) (1,701)

Nole



ATTACHMENT 6  Fimmcing provided o others lor the year ended December 31, 2020 )

( All the currencies are denominared in Thousands of New Taiwan Dollars unless otherwise specitied

WATER WORKS CORP.
Financial Maxinmum Namre of | Amount of sales o Allowance “allalers Limiof finencing Timit of wtal
NO 5 _— i - Actual amount P : i Reasen for Callteral amount for :
- Lender Counler-party accountmg Related Parly | balance (or the | Endmg balance X Interest rate | (mancing | (purchases rom) N . Tor doubtful - lmmcing
(Notel)} 3 provided financing individual counter-
account period (Note 2) COUItEl-party = accounls _ amaount
Ttem Value parly
1 Waltr Works Epitaxial Corp Wale Warks (ZhengZhou) Corp. | Other receivables Yes $133.263 8- S| 34373% 2 3- Business 8- - S 493,761 $495.761
—rclated partics lurmnowver (Note 3) (Nole 3)
1 Waler Waorks Epitaxial Corp. | Walt Works Zhengshwou Airport  (Other receivables Yes $131,370 SI3L.310 SISL30) 4.3500% 2 3- Dusiness 8- - 8- $495761 §495 761
Feonomy Zone WalerWorks | —relaled parties wrmover (Note 3) (Note 3)
Technology Cormp

Note |: WATTR WORKS €O, Ltd. and subsidiaries are coded as follows
1 WATER WORKS CO. Ltd. is coded "0".

2. 1he subsidiaries are coded consecutively beginning from "1 in the order presented in the table above

Note 2: Nature of financing is coded as follows:
1.Need for operating 15 coded ™17
2.Need for short lerm finacing 15 coded "2
Note 3: Wafer Works Epitaxial Corp. limit of total financing amount shall not exceed 20% of net assets of value as of December 31, 2020,

Limit of financing amount for individual counter-party shall not exceed 10% of net assets and not exceed 20% of the lender's net assets value as of Decamber 31.




ATTACIIMENT 7 (Sceuritics held as of December 31, 2020) (excluding subsidiarics, associates and joint ventures)

{ All the currencics arc denominated in Thousands of New Taiwan Dollars unless otherwise specificd )

WAFTR WORKS CORP.

As of December 31, 2020

Pereentage of

owncership
TTolding Company Sceuritics Type and Name Relationship Tnancial Statement Account Shares/TUnits Book Value (%) Tair value
Waler Works Can Yang Investmenls Limiled - Financial asset atl lair value through OCLnoncurrent 153,488 $17.088 0.20% 54,698
Tnvestment Corp. T.oss: financial asscts (12.390)
at tair value through other comprehensive
income, valuation adjustments
Net
$4.698
Waler Works Solargiga Energy Holdings Limiled - Fnancial assel atl air value through OCLnoncurrent 195,194,822 $312,017 6.2089% $215,083
Tnvestment Corp. T.oss: financial asscts (90,932)
at tair value through other comprehensive
income,valiation adjustments
Net 5215,085
ITeli-Vantech Corp. New Solar Power Corp. - Tmancial assct at fair value through QCILnoncurrent 230,542 $5,484 0.01% 53,285
Loss: [inancial assets (2,199
at tair value through other comprehensive
income,valiation adjustments
Net $3,285



ATTACHMENT 8 ( Relaled parly wansactons for purchises and sales amount exceeding the lower ol 100 million dellars or 20 pereent of capital stock or the vear ended Deccuber 31, 20200

(Al the curreneics are denemminated in Thousands ol New Taiwan Dollars unless otherwise speeilied

WAFER WORKS CORP.

‘Iransactions

Details of non-arm’s lenpth transaction

Noes and gecounts

receivables{payable)

Percentage of

Purchase (sales) Purchases total prchases Percentape of total
company Counterparty Rel: | (Hales) Amonunt (sales) {24) Term Unit Price Term Talance receivahles(%q) MNote
Wafer Waorks Upitaxial Corp. Wafer Works Corp. Affiliated Company Hales $289.975 R.70% Received at 60 days after shipment arrival NiA N/A 5 T
by using lelographic transler {TTY
Walir Works (YangZhou) Corp. Waler Works Corp. Allliated Company Sales 286,329 97.26% Reveived al 60 days aller shipiment amival WA NiA 542,084 64.54%
by using lelograplic transler {TTY
Huaxin (Shanghai) Waler Works Corp. Alliliated Company Sales $275.173 Roveived al 60 days aller shipient amival WA NiA $85,173 25.64%
Technology Co. 14d bw nsing telegraphic transfer {171
Wafer Waorks (Zhengzhow) Corp. Wafer Warks lpitaxial Corp. Affiliated Company Sales $1.015462 T3AG% Received at ¢ days after shipment arrival NiA NiA $216.875 02.10"%:
b nsing telegraphic transfer 171
Walir Works (Zhengehou) Corp. Huaxin { Shamghar) Allliated Company Sales 251,201 13.67% Reveived al 60 days aller shipiment amrival WA NiA F127.561 33.48%
Technolegy Co. Lid by using lelographic ransler {TTY
Walir Works Epitaxial Corp. Waler Works (Zhengehou) Corp. Allliated Company Turchuases $1.015.462 42.27% Revvived al 60 days aller shipiment amival WA NiA S(236.875) (36.46)%
by using lelograplic transler {TTY
Wafer Waorks Upitaxial Corp. Wafer Warks Corp. Affiliated Company Purchases $794.385 33.28% Received at 60 days after shipment arrival MEA N/A S0134,004% {31.94)%
bw nsing telegraphic transfer {171
lelitek Company 1. Wafer Works Corp. Affiliated Company Purchases $1.042.719 97.62% Received at 60 days after shipment arrival LA NiA S(165.620)
b nsing telegraphic transfer 171
Huaxin {Shanghai) Waler Works Corp. Allliated Company Turchases 373,601 T721% Taid at 150 days aller shiproent arrival WA NiA S(300,691) (70 34)%
Technology Co. Lid by using lelographic ransler {TTY
Huaxin (Shunghai) Waler Works (Zhengzhou) Corp. Alliliated Company Turchases 251,200 51.00% Recvived al 60 duys alier shipiment amival WA NiA (1275610 (29.74)%

Tevkmelogy Co. Lid

by using lelographic wansler (TTY



ATTACHMENT 9 ( Reccivable from related partics with amounts excceding the lower of 100 million dollars or 20 pereent of capital stock as of Deecmber 31, 2020 )

{ All the currencics arc denominated in Thousands of New Taiwan Dollars unless otherwise speciticd )

WAFER WORKS CORP.

Overdue Reecivables

Lurnover Kate Subsequent Allowanee lor
Company Counlerparly Relationship Iinding Balance {limes) Amounl Actions laken colleclion doubtlul accounts
‘Wafer Works (Zhengzhou) Corp. Wafer Works Epitaxail Corp. Atfihiated Company Accounts reccivable 6.44 $- o $231,725 -
$236,8753
Waler Works (Zhengzhou) Corp. Tuaxin (Shanghai) Allliated Company Accounts receivable 3.94 $- - $69.764 $-

Technology Co. Ltd

$127,561



V. Latest consolidated statements of parent and diabgicompanies audited and
certified by the independent auditor

English Translation of Financial Statements and&pd® Originally Issued in Chinese
AUDIT REPORT OF INDEPENDENT AUDITORS

To: the Board of Directors and Shareholders of
Wafer Works Corp.

Opinion

We have audited the accompanying consolidated btalaheets of Wafer Works Corp. (the
“Company”) and its subsidiaries as of DecemberZR20 and 2019, and the related consolidated
statements of comprehensive income, changes ityegyuil cash flows for the years then ended, and
notes to the consolidated financial statementsludineg the summary of significant accounting
policies (together “the consolidated financial staénts”).

In our opinion, based on our audits and the repmirtgher auditor (please refer to the Other Matter
Making Reference to the Audit of a Component Audsgection of our report), the consolidated
financial statements referred to above presentyfain all material respects, the consolidated
financial position of the Company and its subsidmias of December 31, 2020 and 2019, and their
consolidated financial performance and cash flogvsttie years then ended, in conformity with the
requirements of the Regulations Governing the Regjom of Financial Reports by Securities Issuers
and International Financial Reporting Standardterirational Accounting Standards, Interpretations
developed by the International Financial Reportimgrpretations Committee or the former Standing
Interpretations Committee as endorsed by Finarsiglervisory Commission of the Republic of
China.

Basis for Opinion

We conducted our audits in accordance with the Régns Governing Auditing and Attestation of
Financial Statements by Certified Public Accourgaamd auditing standards generally accepted in
the Republic of China. Our responsibilities undeose standards are further described in the
Auditors’ Responsibilities for the Audit of the Cawlidated Financial Statements section of our
report. We are independent of the Company anduitsidiaries in accordance with the Norm of
Professional Ethics for Certified Public Accountaftthe Republic of China (the “Norm”), and we
have fulfilled our other ethical responsibilitiesaccordance with the Norm. We believe that thetaud
evidence we have obtained is sufficient and apjettgpto provide a basis for our opinion.



Key Audit Matters

Key audit matters are those matters that, in oofegsional judgment, were of most significance in
our audit of 2020 consolidated financial statemenkese matters were addressed in the context of
our audit of the consolidated financial statemestsa whole, and in forming our opinion thereon,
and we do not provide a separate opinion on thedters.

Other non-current assets — valuation on prepayfoemurchasing materials

As of December 31, 2020, prepayment for purchasiatgrials in amount of NT$276,707 thousand
was accounted for under the caption of other nareatiassets, representing 1% of total assets. The
prepayment was executed under purchasing agreesntered into with certain material suppliers
for the purpose to stabilize the sources of multivfaterials. However, due to rapid change in
related industry and economy, significant drop iatenial price, and long-term unbalance in
demand and supply, the management estimates thah#dvoidable costs of meeting the obligations
under the contract exceed the economic benefiteat@p to be received under it. This estimation
involved the significant judgement from managemé&tie decide it to be one of our key audit
matters and our audit procedures therefore have peescribed to include, but not limit to,
obtaining an understanding regarding the manageéspracedure to assess the impairment loss
(including how to identify the unavoidable cost ahd economic benefits to be received), review
purchase agreements and any amendments or addgiated, verifying the actual execution of the
contracts for confirming the reasonableness ofmfamagement’s accrual, and re-calculating the
loss amounts for its accuracy. Meanwhile, we haveuated the appropriateness of the related
disclosure in Note 5 and 9 to the consolidatednioie statements.

Provision against inventory

We determine that provision against inventory soabne of the key audit matters. The Company
and its subsidiaries’ inventory in amount of NT¥B®04 thousand, representing 10% of
consolidated total assets, as of December 31, B2@nificant to the Company’s consolidated
financial statements. Due to material price bemmguenced by market demand and supply, the
prices of inventory tend to change rapidly. Theed®ination of inventory’s net realizable value
involved the significant judgement from managemé&tie decide it to be one of our key audit
matters and our audit procedures therefore have peescribed to include, but not limit to,
assessing the appropriateness of the Company’'sitmye provision policy (including how the
management estimates the net realizable valuevehtory in considering of expecting demand and
market values), testing the effectiveness of irgkrcontrol system and execution regarding
inventory management, evaluating the accuracy efitkientory’s net realizable value applied by
management (including sale price), test samples,Ad$0, we have evaluated the appropriateness



of the related disclosure in Note 5 and 6 to thesobdated financial statements.

Other Matter — Making Reference to the Audit of a @mponent Auditor

We did not audit the financial statements of H&li@mpany Ltd. as of December 31, 2020 and
2019. Those financial statements were audited bgrauditors whose reports have been furnished
to us. The amounts related to Helitek Company Wete based on the other auditors’ reports. The
related total assets were NT$329,824 thousand di%85b,401 thousand, representing 1.41% and
1.60% of the total consolidated assets, as of Dbeer81, 2020 and 2019 respectively. And the
related net revenues of NT$1,108,175 thousand ar#ll 443,550 thousand, representing 14.93%
and 18.80% of the consolidated net revenue foyé#aes then ended, respectively.

Responsibilities of Management and Those Charged thi Governance for the Consolidated
Financial Statements

Management is responsible for the preparation amdpresentation of the consolidated financial
statements in accordance with the requirementh®fRegulations Governing the Preparation of
Financial Reports by Securities Issuers and Intemal Financial Reporting Standards, International
Accounting Standards, Interpretations developed thg International Financial Reporting
Interpretations Committee or the former Standirtgrioretations Committee as endorsed by Financial
Supervisory Commission of the Republic of China d&md such internal control as management
determines is necessary to enable the preparaticonsolidated financial statements that are free
from material misstatement, whether due to fraudroor.

In preparing the consolidated financial statememanagement is responsible for assessing the
ability to continue as a going concern of the Conypand its subsidiaries, disclosing, as applicable,
matters related to going concern and using theggoamcern basis of accounting unless management
either intends to liquidate the Company and itssgiifiries or to cease operations, or has no rigalist
alternative but to do so.

Those charged with governance, including audit cdtem or supervisors, are responsible for
overseeing the financial reporting process of tbem@any and its subsidiaries.

Auditor’'s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurdrmé &/hether the consolidated financial statements
as a whole are free from material misstatement,thvénedue to fraud or error, and to issue an

auditor’s report that includes our opinion. Reatd@assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accoedaith auditing standards generally accepted in



the Republic of China will always detect a matemasstatement when it exists. Misstatements can
arise from fraud or error and are considered natériindividually or in the aggregate, they could
reasonably be expected to influence the economucsidas of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with auditinghdeads generally accepted in the Republic of
China, we exercise professional judgment and miairpeofessional skepticism throughout the
audit. We also:

1. Identify and assess the risks of material misstant of the consolidated financial statements,
whether due to fraud or error, design and perfauditgprocedures responsive to those risks, and
obtain audit evidence that is sufficient and appetp to provide a basis for our opinion. The
risk of not detecting a material misstatement te@syfrom fraud is higher than for one resulting
from error, as fraud may involve collusion, forgeintentional omissions, misrepresentations, or
the override of internal control.

2. Obtain an understanding of internal control vaig¢ to the audit in order to design audit
procedures that are appropriate in the circumstrog not for the purpose of expressing an
opinion on the effectiveness of the internal cdmfdhe Company and its subsidiaries.

3. Evaluate the appropriateness of accounting ipsliused and the reasonableness of accounting
estimates and related disclosures made by managemen

4. Conclude on the appropriateness of managemase'©f the going concern basis of accounting
and, based on the audit evidence obtained, whatheterial uncertainty exists related to events
or conditions that may cast significant doubt oa &lbility to continue as a going concern of the
Company and its subsidiaries. If we conclude thataderial uncertainty exists, we are required
to draw attention in our auditor’s report to théated disclosures in the consolidated financial
statements or, if such disclosures are inadeqt@atenodify our opinion. Our conclusions are
based on the audit evidence obtained up to the afateir auditor’'s report. However, future
events or conditions may cause the Company arsiiiisidiaries to cease to continue as a going
concern,

5. Evaluate the overall presentation, structure @ment of the consolidated financial statements,
including the accompanying notes, and whether trnsaidated financial statements represent
the underlying transactions and events in a mathagrachieves fair presentation.

6. Obtain sufficient appropriate audit evidencearégng the financial information of the entities or
business activities within the Company and its glidges to express an opinion on the



consolidated financial statements. We are resplnditr the direction, supervision and
performance of the group audit. We remain soletpoasible for our audit opinion.

We communicate with those charged with governaagarding, among other matters, the planned
scope and timing of the audit and significant atiddings, including any significant deficiencies i
internal control that we identify during our audit.

We also provide those charged with governance waitstatement that we have complied with
relevant ethical requirements regarding indepenelerand to communicate with them all
relationships and other matters that may reasonablthought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those chargéd governance, we determine those matters
that were of most significance in the audit of 20&fhsolidated financial statements and are
therefore the key audit matters. We describe tmesters in our auditor's report unless law or
regulation precludes public disclosure about thétenar when, in extremely rare circumstances,
we determine that a matter should not be commusdcan our report because the adverse
consequences of doing so would reasonably be eeghéztoutweigh the public interest benefits of
such communication.

We have audited and expressed an unqualified apiniduding an Other Matter Paragraph on the
parent-company-only financial statements of the gamy as of December 31, 2020 and 2019 and
for the years then ended.

oo, Haiws- Chin

Lo, Hsiao-Chin

(a{rsﬂ&fy Map- E’f’k

Hong, Mao-Yi
Ernst & Young
March 25, 2021

Taipei, Taiwan,
Republic of China

Notices to Readers

The accompanying consolidated financial statemargsintended only to present the consolidated fongnposition,

results of operations and cash flows in accordawité accounting principles and practices generalcepted in the



Republic of China on Taiwan and not those of arheojurisdictions. The standards, procedures andcfices to
review such consolidated financial statements aasé generally accepted and applied in the Repudfli€hina on

Taiwan.

Accordingly, the accompanying consolidated finahatements and report of independent accountamnés not
intended for use by those who are not informed altloe accounting principles or auditing standardsngrally
accepted in the Republic of China, and their agtlans in practice. As the financial statements e responsibility
of the management, Ernst & Young cannot accepiiahiity for the use of, or reliance on, the Ergjlitranslation or

for any errors or misunderstandings that may defireen the translation.



English Translation of Consolidated Financial Statements Originally Issued in Chinese
Wafer Works Corp. and Subsidiaries
Consolidated Balance Sheets
As of December 31, 2020 and 2019
{Amounts Expressed In Thousands of New Taiwan Dollars)

Assets As of December 31, 2020 As of December 31, 2019

Code Accounts Notes Amount 04 Amount 08
Current assets
1100( Cash and cash equivalents 4 6(1) $3,256,837 14 $4,579,019 21
1110| Financial assets at fair value through profit or loss 4, 6(2) 9,171 - 8,370 -
1136| Financial assels measured at amortized cosl 4,6(4), 8 151,113 1 73,810 -
1150| Notes receivable, net 4, 6(5), 8 159,735 I 260,735 1
1170| Accounts receivable, net 4. 6(6) 1,685,585 7 1,427,517 6
1200| Other receivables 31,441 - 354,712 2
1310| Inventories, net 4, 6(7) 2,303,904 10 2,135,337 10
1410| Prepayments 6(8) 244708 1 230,125 1
1470| Other current assets 632,050 3 505,519 3
11xx Total current assets 8,474,544 37 9,575,144 44
Non-current assets

1517| Financial asset at fair value through OCI 4, 6(3) 223,068 | 67,568 -
1536 Financial assets measured at amortized cost 4,6(4), 8 9,967 - 9,967 -
1600| Property, plant and equipment, net 4,6(9), 8,9 13,184,391 56 10,066,137 45
1755 Right-of-use assets, net 4,6(21), 8 615,354 3 642,496 3
1780| Intangible assets, net 4, 6(10) 51,542 - 25,078 -
1840 | Deferred tax assets 4, 6(25) 41,545 - 40,645 -
1915| Prepayment for equipment 9 578,508 2 1,488,771 7
1920| Refundable deposits 8,9 38.266 - 73,433 -
1990 Other non-current assets 9 276,707 1 278,025 1
15xx Total non-current assets 15,019,348 63 12,692,120 56
Ixxx [Total Assets $23 493 892 100 $22 267 264 100

(The accompanying notes are an integral part of the consolidated financial statements.)




English Translation of Consolidated Financial Statements Originally Issued in Chinese
Wafer Works Corp. and Subsidiaries

Consolidated Balance Sheets-(Continued)
As of Deeember 31, 2020 and 2019
{Amounts Expressed In Thousands of New Taiwan Dollars)

Liabilities and Equity As of December 31, 2020 As of December 31, 2019
Code Accounts Notes Amount 9% Amount 9%
Current habilities
2100| Short-term loans 6(11), 8 $2,205,581 9 $1,784.108
2130| Conlract liability 6(19) 25,622 - 22,966
2150| Notes payable - - 4513 -
2170| Accounts payable 549,361 2 609,301 3
2200| Other payables 6(12) 1,261,929 5 1,106,529 5
2230 Current income lax liabilities 4 175,151 1 71,658 -
2322 Current portion of long-lerm loans 6(15), 8 567,532 3 380,883
2280| Lcasc liability 4, 6(21) 5,542 - 6,899 -
2300 Other current habilities 4, 6(13) 3 858 - 4372 -
2 1xx Total current liabilities 4,794,576 20 3,991,229 18
Non-current liabilities
2527| Conlraci liability 6(19),9 527989 2 588,531 3
2540 Long-term loans 6(15), 8 4,653,644 20 4,183,859 19
2580| Lcasc liability 4, 6(21) 49,637 - 70413 -
2630| Long-term deferred revenue 4, 6(14) 335,878 2 331,663 1
2640| Accrued pension Liabilities 4, 6(16) 58,888 - 57,911 -
2600| Dcposits reccived 19.772 - 65,708 -
25xx Total non-current liabilitics 3,645 808 24 5,298 085 23
2xxx | Total liabilitics 10,440,384 44 9,289 314 41
31xx [Equity attributable to sharcholders of the parent
3100| Capital 6(17)
3110 Common stock 5,108,984 22 5,108,984 23
3200 Capital surplus 6(17) 2,641,147 11 2,641,147 12
3300| Retained earnings 6(17)
3310 Legal reserve 341,802 I 218,582 1
3320 Special reserve 593,580 3 428317 2
3350 Unappropriated earnings 783,831 4 1,477,566 7
3400 | Other components of equity (383.,893) 2) (593.580) 3
36xx |Non-conirolling interesis 6(17) 3,968,057 17 3,696,934 17
3xxx | Total equity 13,053,508 56 12.977.050 50
Total Labilities and equity $23,493 892 100 $22,267,264 100

(The accompanying nolces arc an intcgral part of the consolidated [inancial stalcments.)




Enplish Translation of Consolidated Financial Statements Originally Issued in Chinese

Waler Works Corp. and Subsidiaries
Consolidated Statements Of Comprehensive Incomes
l'or the Years I'nded December 31, 2020 and 2019

(Amounts Expressed i Thousands of New Taiwan Dollars, Except for Earnings per Sharc)

2020 2019
Code Trems Notes Amount % Amount %
4000 |Operating revenucs 4, 6(19 $7.421,529 100 $7.676,573 100
5000 |Opcrating costs 6(7) (5.407,643) (73) (5,014,226) (65)
S900 | Gross prolit 2.013 886 27 2,662,347 35
6000 |Operating cxpenscs
6100 | Sales and marketing (213,965) 3) (208,189) (3
6200 General and adminastrative (690,281) 9) (824.979) (11}
6300 |  Research and development (372,611) 5) (323,474) 4)
6450 |  Expccted credit gains (losscs) &(20) (2.702) - (711) -
Tolal operaling expenses (1,279,559) (17) (1,357,353) (18)
6900 |Opcerating income 734,327 10 1,304,994 17
TOO0 | Non-operaling incomes and expenses
7010 | Other incones 6(23) 417,886 6 88,984 1
TO20 | Other gains or losses 6(23) (32,338) - 282,074 4
7050 | Fmance costs 6(23) (188,324) 3) (126,291) (2}
Total non-operaling incomes and expenses 197224 3 244 767 3
TY00 | Income belore income lax 931,551 13 1,549,761 20
7950 |Income tax expenscs 4, 6(25) (240,585) (3) (233,607) (3)
8200 |Nct income 690,966 10 1,316,154 17
8300 |Other comprehensive income (loss) 6(24)
8310 | ltem that not be reclassified 1o profil or loss
8311 | Actuarial pain (loss) from defined benefit plans (4,353) - (4,732) -
8316 | Unrealized gains or losses on [inancial assels 172,834 2 (8,112) -
at [air value through other comprehensive income (loss)
8360 |ltems that may be reclassilied subsequently o profil or loss
8361 Fxchange differences on translation of forcign operations 98,756 1 (304,858) (&)
Total other comprehensive income (loss), net of tax 267,237 3 (317,702) [EY)
8500 | Total comprehensive income $958.203 13 $998,452 13
8600 [Net income atlributable to:
8610 | Stockholders of the parent $518,718 7 1,232,201 16
8620 | Non-controlling interesis 172,248 3 83,953 1
$690,966 10 51,316,154 17
8700 | Total comprehensive income (loss) aliributable Lo:
8710 | Stockholders ol the parent $724,052 10 31,062,206 14
8720 | Non-controlling intercsts 234,151 3 (63,754) (1)
$958 203 13 $998,452 13
9750 |liarnings per share-basie (in N'11)) 6(26) $1.02 $2.41
9850 |Earmings per sharc-diluted (in NTD) 6(26) $1.01 $2.40

(The accompanyving notcs are an integral part of the consolidated financial statements.)
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Waler Works Corp. and Subsidianies

Consolidated Statements of Changes m Lguily

For the Years Fnded December 31, 2020 and 2019

(Amounts Expressed n Thousands of New Laiwan Dellars)

Equity Anributable to Shareholders of the Farent

Relamed Lamin Others Non-controlling o
“api ] o T Unrealized gain or loss on . P Total Rquity
Capital Capital Surplus - Tlnappropriated Lxchange dilferences finaneial assets at fair valne Total
Lol Reserve Special Reserve Famings ansig on lmn!la.l Lo thremgh other comprehensive
of [oreign operalions ncome (loss)
Code Trems 3100 3200 3310 3320 3350 3410 3490 3IXX I6XX IXXX
Al |Balance as of January 1. 2019 $5,108.981 2,511,916 $27.697 5221.987 $1.921,558 $(152.074) $(276.213} $9.396,525 53,111,029 $12.837,854
Appropriation and distbution of 2018 canungs
BI T.egal reserve 190,885 (190,885) - -
B3 Spooial reserve 203.330 (203,330) - -
B3 Clash dividends-common shares (1.277,246) (1.277.246) (1.277.246)
DI |Nel mcome for 2019 1,232,201 1.232.201 33,953 1.316,1
T33  |Other comprehensive income (loss), net of tax, for 2019, (4.732) {157,151 (8.112) {169.995) (147.707) (317.702)
D5 [Lotal comprehensive incone (loss) - - - - 1.227 169 {157.151) (8.112) 1,062,206 (63,751) 998 152
M7 |Change in equiry for ownership of subsidiaries 99231 99231 354955 454 186
01 [Non-controlling micresis inercase (deeroase) (111,734} (111,7340)
Tl |Other 76,138 76,138
£ |Balance as of December 31, 2019 $5.108.981 52,641,147 5218582 5128.317 $1.177.566 $(309.225) $(284.355) $9.281.016 53,606,931 $12.977,930
Al |Balance as of JTamary 1, 2020 §3.108.984 52,641,147 S218,582 5428317 $1.477.506 $(284.355) $9.281.016 $3,696,934 $12,977,950
Appropriation and distabution of 2019 canungs
BI T.egal reserve 123,220 (123,220) - -
B3 Spectal reserve 165,263 (165,263) - -
B Cash dividends-common shares (219.617) {919.617) (919.617)
DI |Nel meomme for 2020 518,718 518,718 172218 GYHO D66
T3 |Other comprehensive income (loss), net of rax, far 2020 (4.353) 36,853 172 834 205,334 61,903 267237
D5 [Lolal comprehensive incone (loss) - - - - 511,365 36.853 172,831 721,052 231151 958,203
(1 [Nen-controlling inferests increase (decrease) 36,972 36,972
71 |Balance as af December 31, 2020 §5,108.984 $2.641.147 $341.802 $593.580 5783831 $(272.372) B(111.521) $9.085.451 53,968,057 $13.053.508

{1 he saccompanying notes are au ntegral parl of the consolidated Quimeial stalcments.)




English Translation ol Pareni-Company-Only Financial Statements Originally Issued in Chinese

Waler Works Corp. and Subsidianics
Consolidated Statements of Cash Ilows
For the Years Ended December 31, 2020 and 2019

(Amounts Expressed in Thousands of New Taiwan Dollars)

Code Irems 2020 2019 Code Items 2020 2019
AAAA [Cash flows from operating activities: BBBR |Cash flows from investing activities:
AL0000 [ Net income before tax $931.551 $1,549.761 | BO0040 | Disposal (acquisition) ol inaneial asscls al amortised eost (77,303) 61,952
AZ20000 [ Adjustments: B02700 | Acquisilion of properly, plant and cquipment (3,122,130) (3,442,525)
A20010 | Profit or loss not ellecling cash Mows: B02800 | Proceeds from disposal of property, plant and equipment 40,941 694,451
A20400 Net loss (gain) of financial assets (liabilities) at fair value through profit or loss (301) (1,494) | BO3BOD | Decrease (inerease) in refundable deposits 35,167 39,798
AZ21200 Interest income (13,528) (23,888) | 304500 Acquisition of intangible assets (36.49%) (24,3800
A20900 Interest expense 188,324 126,291 | B05350 | Acquisition of right-of-use asset - (285,935)
A20100 Depreciation (Including right of use assets) 1138379 944275 | 1309900 | Other investing activities - 326,661
A20200 Amorlization 10,253 5867 | BBBB Net cash provided by (used in) invesling activilics (3.159.823) (2,629.978)
A20300 Expeeted credit losses (gain on recovery) 2,702 711
AZIS500 Loss (gain) on disposal of property, plant and equipment (10,275) (444,513) | CCCC |Cash flows from financing activities:
AZ1900 Share-based payment 36,972 78.557 | COD100 | Increase in (repayment of) short-term loans 421,473 486,748
A23700 Tmpairment loss on non-linancial assels 4,000 113,353 | C01600 | Inerease in long-lerm loans 917,878 2,082,189
AZ3100 Gain from disposal of investments = (142) | Co1700 | Repayment of long-term loans (231,136} (42,739
A22600 Reclassilication of properly, plant and cquipment lo expense 270 ~ | CO3000 |  Inercasc in guarantee deposils received (45,936) (11,280)
A29900 Loss (gain) on governmeni granis 2,598 (2,696 | ©04020 | Payments of luase liabilities (6,390) (11,176)
A29900 Loss (gain) on lease modification (1,36%) . | C04500 | Payment of cash dividends 919,617y (1.277.246)
A30000 | Changes in operating assets and liabilities: 05800 | Inerease (decrease) in non-controlling interests R 304,392
A31115 Financial assels at Lair value through prolit or loss - 142 | €CoC Net cash provided by (used in) [inancing activilics 116,272 1,530,894
AT1130 Notes receivable 101,000 (115,526)
A31150 Accounts receivable (260,691} 550,977 | 11210 |Ellect of exchange rate changes on cash and cash cquivalents 15,747 (187,035)
A31180 Other reecivable 323,199 142,797
AZ1200 Inventories (168,367} (168,353) | HEEE |Net Increase (decrease) in cash and cash equivalents (1,322,182) 964,177
A31230 Prepayment (13,265) 439,502 | 100100 |Cash and eash equivalents at beginning of period 4,379,019 3,614,842
A31240 Other eurrent assels (126,531} (76,6343 | E00200 |Cash and cash cquivalenls al end ol period $3.256,837 $4.579.019
A32125 Contract liabilities (57.880) (151,698)
A32130 Noles payable {4,513} (11,060}
A32150 Accounis payable (59,940) (257.934)
AJ2180 Other payahle 3,284 (136,473)
A32230 Other current labilities (905) 1,975
A32240 Acerued pension liabilitics (3.376) (3.072)
A33000 Cash gencrated rom operations 2,020,889 2,560,925
A33200 Interest received 13,685 23,298
A33300 Intcrest paid (187,997) (111,657)
A33500 Income tax paid (140,955) (222,270)

AAAA Net eash provided by (used in) operating activities 1,705,622 2 250,296

(The accompanying noles are an integral part ol the consolidated linancial stalements.)




English Translation of Financial Statements andiff@es Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As Of December 31, 2020 and 2019 and For the YHzea Ended
(Amounts Expressed in Thousands of New Taiwan Eollinless Otherwise Specified)

1. History and organization

Wafer Works Corp. (the “Company”) was incorporatedJuly 24, 1997. The Company’s major
business activities are as follows:

(1)R&D, design, manufacturing, trading or the disition of semiconductor materials;

(2)R&D, design, manufacturing, trading, and thecpssing of semiconductor wafer and one-step
service;

(3)Technique transfer and consulting businessliora items.

The Company’s common shares were publicly listethenTaiwan Gre Tai Securities Market on
May 13, 2002. The Company’s registered office isNatl, Pingguo Rd., Yang Mei Dist,
Taoyuan City, Taiwan, R.O.C. The Company’s mainifess address is at No.100, Longyuan
1st Rd., Longtan Science Park, Taoyuan City, Tajia®.C.

2. Date and procedures of authorization of findrstiements for issue

The consolidated financial statements of the Compard subsidiaries (“the Group”) for the

years ended December 31, 2020 and 2019 were aagtdar issue by the Board of Directors on
March 25, 2021.

3.Newly issued or revised standards and interpogisit

(1)Changes in accounting policies resulting frorplgig for the first time certain standards and
amendments

The Group applied for the first time InternatioR@hancial Reporting Standards, International
Accounting Standards, and Interpretations issuexised or amended which are recognized
by Financial Supervisory Commission (“FSC”) and doee effective for annual periods

beginning on or after 1 January 2020. Apart from mlature and impact of the new standard

and amendment is described below, the remaining stamdards and amendments had no
material impact on the Group.



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
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(a)Covid-19-Related Rent Concessions (AmendmeliR& 16)

The Group elected to early apply Covid-19-RelatezhtRConcessions (Amendment to
IFRS 16) which is recognized by FSC for annual qusibeginning on or after 1 January
2020, and in accordance with the requirements efttansition. For the rent concession
arising as a direct consequence of the covid-19¢maic, the Group elected not to assess
whether it is a lease modification but accounteakit variable lease payment. Please refer
to Note 6 for disclosure related to the lessee Wwhaguired by the amendment.

(2)Standards or interpretations issued, revisedamended, by International Accounting
Standards Board (“IASB”) which are endorsed by FR@,not yet adopted by the Group as at
the end of the reporting period are listed below.

Items New, Revised or Amended Standards and Interpretatio| Effective Date
issued by IASB
a Interest Rate Benchmark Reform - Phase 2 (Amentdmite| 1 January 2021
IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16)

(a) Interest Rate Benchmark Reform - Phase 2 (Aments to IFRS 9, IAS 39, IFRS 7, IFRS
4 and IFRS 16)

The final phase amendments mainly relate to theceffof the interest rate benchmark
reform on the companies’ financial statements:

I. A company will not have to derecognise or adjue carrying amount of financial
instruments for changes to contractual cash flosvseguired by the reform, but will
instead update the effective interest rate to ceftbe change to the alternative
benchmark rate;

II. A company will not have to discontinue its hedgeaamting solely because it makes
changes required by the reform, if the hedge nwber hedge accounting criteria; and

[ll. A company will be required to disclose infortran about new risks arising from the
reform and how it manages the transition to alt&vaedenchmark rates.

The abovementioned amendments that are applicabénfual periods beginning on or after 1
January 2021 have no material impact on the Group.

(3)Standards or interpretations issued, reviseanmended, by IASB which are not endorsed by
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FSC, and not yet adopted by the Group as at thekthe reporting period are listed below.

Items New, Revised or Amended Standards and Interpretatio| Effective Date
issued by IASB
a IFRS 10 “Consolidated Financial Statements” aA& 28| To be determinec
“Investments in Associates and Joint Ventures” —eSar by IASB
Contribution of Assets between an Investor and#sociate of
Joint Ventures

IFRS 17 “Insurance Contracts” 1 January 2023
c | Classification of Liabilities as Current or Nourent —| 1 January 2023
Amendments to IAS 1
d Narrow-scope amendments of IFRS, including Amesmisito| 1 January 2022
IFRS 3, Amendments to IAS 16, Amendments to IASad
the Annual Improvements

e Disclosure Initiative - Accounting Policies — Anaenents tg 1 January 2023
IAS 1
f Definition of Accounting Estimates — AmendmerddAS 8 1 January 2023

(@)IFRS 10“Consolidated Financial Statements” &8 28“Investments in Associates and
Joint Ventures” — Sale or Contribution of Assetdn@®en an Investor and its Associate or
Joint Ventures

The amendments address the inconsistency betwesnreuirements in IFRS 10

Consolidated Financial Statements and IAS 28 Imwests in Associates and Joint
Ventures, in dealing with the loss of control ofsabsidiary that is contributed to an
associate or a joint venture. IAS 28 restricts gi@nd losses arising from contributions of
non-monetary assets to an associate or a jointukeerto the extent of the interest
attributable to the other equity holders in theoagge or joint ventures. IFRS 10 requires
full profit or loss recognition on the loss of cooitof the subsidiary. IAS 28 was amended
so that the gain or loss resulting from the saleantribution of assets that constitute a
business as defined in IFRS 3 between an investdrita associate or joint venture is
recognized in full.

IFRS 10 was also amended so that the gains ordgssdting from the sale or contribution
of a subsidiary that does not constitute a busiaesiefined in IFRS 3 between an investor
and its associate or joint venture is recognizdyg tmthe extent of the unrelated investors’
interests in the associate or joint venture.

(b)IFRS 17 “Insurance Contracts”
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IFRS 17 provides a comprehensive model for inswarantracts, covering all relevant
accounting aspects (including recognition, measargmpresentation and disclosure
requirements). The core of IFRS 17 is the Gendrallding block) Model, under this
model, on initial recognition, an entity shall measa group of insurance contracts at the
total of the fulfilment cash flows and the contredtservice margin. The fulfilment cash

flows comprise of the following:

|. Estimates of future cash flows;

Il. Discount rate: an adjustment to reflect thediwalue of money and the financial risks
related to the future cash flows, to the extent tha financial risks are not included in
the estimates of the future cash flows; and

lll. A risk adjustment for non-financial risk.

The carrying amount of a group of insurance cotsgrat the end of each reporting period
shall be the sum of the liability for remaining esage and the liability for incurred claims.
Other than the General Model, the standard alswigee a specific adaptation for
contracts with direct participation features (tharieble Fee Approach) and a simplified
approach (Premium Allocation Approach) mainly foog-duration contracts.

IFRS 17 was issued in May 2017 and it was amendedune 2020. The amendments
include deferral of the date of initial applicatiarf IFRS 17 by two years to annual
beginning on or after 1 January 2023 (from theioabeffective date of 1 January 2021);
provide additional transition reliefs; simplify senrequirements to reduce the costs of
applying IFRS 17 and revise some requirements tkerttze results easier to explain. IFRS
17 replaces an interim Standard — IFRS 4 Insur&@metracts — from annual reporting

periods beginning on or after 1 January 2023.
(c)Classification of Liabilities as Current or Nenfrent — Amendments to IAS 1

These are the amendments to paragraphs 69-76 ®f lAPresentation of Financial
statements and the amended paragraphs related tda$sification of liabilities as current

or non-current.

(d)Narrow-scope amendments of IFRS, including Anmeewdts to IFRS 3, Amendments to
IAS 16, Amendments to IAS 37 and the Annual Improeats
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l.Updating a Reference to the Conceptual Framenkendments to IFRS 3)

The amendments updated IFRS 3 by replacing a refereo an old version of the

Conceptual Framework for Financial Reporting withegerence to the latest version,
which was issued in March 2018. The amendments adsled an exception to the
recognition principle of IFRS 3 to avoid the issafepotential “day 2” gains or losses

arising for liabilities and contingent liabilitieBesides, the amendments clarify existing
guidance in IFRS 3 for contingent assets that wawdtbe affected by replacing the
reference to the Conceptual Framework.

Il.Property, Plant and Equipment: Proceeds befotenided Use (Amendments to IAS 16)
The amendments prohibit a company from deductiogfthe cost of property, plant
and equipment amounts received from selling itemglyced while the company is
preparing the asset for its intended use. Insteashmpany will recognise such sales
proceeds and related cost in profit or loss.

[1l.Onerous Contracts - Cost of Fulfilling a Cordt§Amendments to IAS 37)

The amendments clarify what costs a company shiaaldde as the cost of fulfilling a
contract when assessing whether a contract is osero

IV.Annual Improvements to IFRS Standards 2018 202
Amendment to IFRS 1
The amendment simplifies the application of IFR®yla subsidiary that becomes a
first-time adopter after its parent in relation tee measurement of cumulative
translation differences.
Amendment to IFRS 9 Financial Instruments
The amendment clarifies the fees a company incluthesn assessing whether the terms

of a new or modified financial liability are substilly different from the terms of the
original financial liability.
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Amendment to lllustrative Examples Accompanying &F6 Leases

The amendment to lllustrative Example 13 accompanyiFRS 16 modifies the
treatment of lease incentives relating to lessiea'sehold improvements.

Amendment to IAS 41

The amendment removes a requirement to exclude fbasis from taxation when
measuring fair value thereby aligning the fair alneasurement requirements in IAS
41 with those in other IFRS Standards.

(e)Disclosure Initiative - Accounting Policies — &mdments to IAS 1

The amendments improve accounting policy disclasufeat to provide more useful
information to investors and other primary usertheffinancial statements.

(HDefinition of Accounting Estimates — AmendmetidAS 8

The amendments introduce the definition of accowgntestimates and included other
amendments to IAS 8 Accounting Policies, Change&ccounting Estimates and Errors to

help companies distinguish changes in accountitignates from changes in accounting
policies.

The abovementioned standards and interpretatisnsdsby IASB have not yet endorsed by FSC
at the date when the Group’s financial statememsevauthorized for issue, the local effective
dates are to be determined by FSC. The Group a&sst#s® there will be no significant impact

on the Goup’s financial statements then.

4. Summary of significant accounting policies

(1)Statement of compliance

The consolidated financial statements of the Groughe years ended December 31, 2020
and 2019 have been prepared in accordance witRelelations Governing the Preparation
of Financial Reports by Securities Issuers (“theyiRa&tions”) and International Financial

Reporting Standards, International Accounting Saéads, and Interpretations developed by
the International Financial Reporting InterpretaioCommittee or the former Standing
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Interpretations Committee as endorsed by the FSC.

(2)Basis of preparation
The consolidated financial statements have begraped on a historical cost basis, except for
financial instruments that have been measured iatvidue. The consolidated financial
statements are presented in thousands of New Tabalars (“NT$”) unless otherwise
specified.

(3)Basis of consolidation

Preparation principle of consolidated financiatemaents

Control is achieved when the Group is exposed,asr fights, to variable returns from its
involvement with the investee and has the abilityaffect those returns through its power
over the investee. Specifically, the Group contesisnvestee if and only if the Group has:

(a)power over the investee (i.e. existing rightattgive it the current ability to direct the
relevant activities of the investee)

(b)exposure, or rights, to variable returns frosnivolvement with the investee, and

(c)the ability to use its power over the invedteaffect its returns

When the Group has less than a majority of thengotir similar rights of an investee, the
Group considers all relevant facts and circumstameeassessing whether it has power over
an investee, including:

(a)the contractual arrangement with the other fiotders of the investee
(b)rights arising from other contractual arrangetaen
(c)the Group’s voting rights and potential votimghts

The Group re-assesses whether or not it controlsnaestee if facts and circumstances
indicate that there are changes to one or moreedthree elements of control.

Subsidiaries are fully consolidated from the acgjois date, being the date on which the
Group obtains control, and continue to be constdlaintil the date that such control ceases.
The financial statements of the subsidiaries aepamed for the same reporting period as the
parent company, using uniform accounting policiél.intra-group balances, income and
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expenses, unrealized gains and losses and dividesd#ing from intra-group transactions
are eliminated in full.

A change in the ownership interest of a subsidiaithout a change of control, is accounted
for as an equity transaction.

Total comprehensive income of the subsidiariedtithated to the owners of the parent and
to the NCls even if this results in a deficit balarof the NCls.

If the Group loses control of a subsidiary, it:

(a)derecognizes the assets (including goodwill) ledlities of the subsidiary;

(b)derecognizes the carrying amount of any nonrotiimg interest;

(c)recognizes the fair value of the considerateseived;

(d)recognizes the fair value of any investmentingetd

(e)recognizes any surplus or deficit in profit osg; and

(Dreclassifies the parent's share of component®vipusly recognized in other
comprehensive income to profit or loss.

The consolidated entities are listed as follows:
Percentage of ownership (%)
As of December 31,
Investor Subsidiary Main businesses 2020 2019
Wafer Works Corp. Wafer Works Investment Holding Company  100.00% 100.00%
Investment Corp.

Wafer Works Corp. Heli-Vantech Corp. Design, trading and 100.00% 100.00%
manufacturing of
semiconductor materials

Wafer Works Corp.HuaXin (Shanghai) Trading of semiconductor 100.00% -%
Technology Co.,  materials (Note 2)
Ltd.

Wafer Works Silicon Technology Investment Holding Company 85.38% 85.38%

Investment Corp. Investment
(Cayman) Corp.
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Wafer Works Wafermaster Investment Holding Company  100.00% 100.00%
Investment Corp. Investment Corp.

Silicon Technology Wafer Works Wafer manufacturing industry  56.7469%  56.7469%
Investment (Shanghai) Corp.
(Cayman) Corp. (Note 1)

Silicon Technology Sharp Right Limited Trading company 100.00% 100.00%
Investment
(Cayman) Corp.

Wafermaster Helitek Company  Trading of semiconductor 100.00% 100.00%
Investment Corp. Ltd. materials

Wafer Works Wafer Works Wafer manufacturing industry ~ 100.00% 100.00%
(Shanghai) Corp. (Yangzhou) Corp.

Wafer Works Wafer Works Wafer manufacturing industry ~ 100.00% 100.00%

(Shanghai) Corp. Epitaxial Corp.

Wafer Works Wafer Works Wafer manufacturing industry ~ 100.00% 100.00%
(Shanghai) Corp. (Zhengzhou) Corp.

Wafer Works Zhengzhou Airport Wafer manufacturing industry ~ 100.00% 100.00%
(Shanghai) Corp. Economy Zone (Note)
WaferWorks
Technology Corp.

Note: Zhengzhou Airport Economy Zone WaferWorks hredogy Corp. has been
established by Wafer Works (Shanghai) Corp. in Maver 2019.

Note 1: Wafer Works (Shanghai) Corp. has succdgsfapplied for a shareholding
restructure and became a company limited by shdwesg September 2019. The
registration procedures were completed on Decetibe2019.
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Note 2: The board of directors decided to set upotini (Shanghai) Technology Co., Ltd.
Which is held by the Company at November 5, 2020e Tegistration was
completed in 2020.

(4)Foreign currency transactions

The Group’s consolidated financial statements aesgnted in NT$, which is also the
Company’s functional currency. Each entity in theo@p determines its own functional
currency and items included in the financial staets of each entity are measured using that
functional currency.

Transactions in foreign currencies are initiallycaeled by the Group entities at their
respective functional currency rates prevailinghat date of the transaction. Monetary assets
and liabilities denominated in foreign currencies eetranslated at the functional currency
closing rate of exchange ruling at the reportinged&lon-monetary items measured at fair
value in a foreign currency are translated usireggagkchange rates at the date when the fair
value is determined. Non-monetary items that aeasured at historical cost in a foreign
currency are translated using the exchange ratasths dates of the initial transactions.

All exchange differences arising on the settlemehtmonetary items or on translating
monetary items are taken to profit or loss in tleeiqn in which they arise except for the
following:

(a)Exchange differences arising from foreign curyemorrowings for an acquisition of a
gualifying asset to the extent that they are regrras an adjustment to interest costs are
included in the borrowing costs that are eligildedapitalization.

(b)Foreign currency items within the scope of IARnancial Instruments: Recognition and
Measurement are accounted for based on the acongutlicy for financial instruments.

(c)Exchange differences arising on a monetary itesh forms part of a reporting entity’s net
investment in a foreign operation is recognizetlafy in other comprehensive income and
eclassified from equity to profit or loss on displbsf the net investment.

When a gain or loss on a non-monetary item is neiceg in other comprehensive income,
any exchange component of that gain or loss isgr@zed in other comprehensive income.
When a gain or loss on a non-monetary item is neiged in profit or loss, any exchange
component of that gain or loss is recognized ifipoo loss.
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(5)Translation of financial statements in foreigmrency

The assets and liabilities of foreign operatiores taanslated into NT$ at the closing rate of
exchange prevailing at the reporting date and tinemme and expenses are translated at an
average rate for the period. The exchange diffa®@acising on the translation are recognized
in other comprehensive income. On the disposal dbraign operation, the cumulative
amount of the exchange differences relating to foegign operation, recognized in other
comprehensive income and accumulated in the sepeoahponent of equity, is reclassified
from equity to profit or loss when the gain or lessdisposal is recognized.

On the partial disposal of a subsidiary that inekid foreign operation that does not result in
a loss of control, the proportionate share of thenwdative amount of the exchange
differences recognized in other comprehensive ircasnre-attributed to the NCIs in that
foreign operation, instead of recognized in profiloss. In partial disposal of an associate or
joint arrangement that includes a foreign operatiat does not result in a loss of significant
influence or joint control, only the proportionashare of the cumulative amount of the
exchange differences recognized in other compréyemscome is reclassified to profit or
loss.
(6)Current and non-current distinction for asseis lzabilities

An asset is classified as current when:

(e)The Group expects to realize the asset, or dstén sell or consume it, in its normal
operating cycle

(NThe Group holds the asset primarily for the msg of trading

(g)The Group expects to realize the asset withglwemonths after the reporting period

(h)The asset is cash or cash equivalent unlesastet is restricted from being exchanged or
used to settle a liability for at least twelve munafter the reporting period.

All other assets are classified as non-current.
A liability is classified as current when:
(a)The Group expects to settle the liability inntemal operating cycle

(b)The Group holds the liability primarily for thmrpose of trading
(c)The liability is due to be settled within twela®nths after the reporting period
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(d)The Group does not have an unconditional rightldfer settlement of the liability for at
least twelve months after the reporting period neof a liability that could, at the option
of the counterparty, result in its settlement by igsue of equity instruments do not affect
its classification.

All other liabilities are classified as non-current

(7)Cash and cash equivalents

Cash and cash equivalents comprises cash on ham@nd deposits and short-term, highly
liquid time deposits (including ones that have matwithin 3 months) or investments that
are readily convertible to known amounts of castl ahich are subject to an insignificant
risk of changes in value.

(8)Financial instruments

Financial assets and financial liabilities are gguped when the Group becomes a party to the
contractual provisions of the instrument.

The Group determines the classification of its ficial assets at initial recognition. In
accordance with IFRS 9 and the Regulations, firrassets of the Group are classified as
financial assets at fair value through profit adpfinancial assets at fair value through other
comprehensive income, financial assets measuradattized cost and notes, accounts and
other receivables. All financial assets are recogpinitially at fair value plus, in the case of
investments not at fair value through profit orslodirectly attributable costs. Financial assets
carried at fair value through profit or loss argiafly recognized at fair value, and transaction
costs are expensed in the income statement.

A.Financial assets: Recognition and Measurement
The Group accounts for regular way purchase ossdl&nancial assets on the trade date.
The Group classified financial assets as subselyuar#asured at amortized cost, fair
value through other comprehensive income or fduesghrough profit or loss considering

both factors below:

(&)The Group’s business model for managing thentired assets and
(b)The contractual cash flow characteristics offthancial asset.
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Financial assets measured at amortized cost

A financial asset is measured at amortized cadsotiifi of the following conditions are met
and presented as note receivables, trade recesvhibdacial assets measured at amortized
cost and other receivables etc., on balance skestthe reporting date:

(a)The financial asset is held within a businessleh@vhose objective is to hold financial
assets in order to collect contractual cash flomé a

(b)The contractual terms of the financial assetegige on specified dates to cash flows
that are solely payments of principal and inteogsthe principal amount outstanding.

Such financial assets are subsequently measurach@tized cost (the amount at which
the financial asset is measured at initial recogmiininus the principal repayments, plus or
minus the cumulative amortization using the effextinterest method of any difference
between the initial amount and the maturity amaamd adjusted for any loss allowance)
and is not part of a hedging relationship. A gaifogs is recognized in profit or loss when
the financial asset is derecognized, through ther@mation process or in order to

recognise the impairment gains or losses.

Interest revenue is calculated by using the effedtterest method. This is calculated by
applying the effective interest rate to the gramsyeng amount of a financial asset except
for:

(a)Purchased or originated credit-impaired finanassets. For those financial assets, the
Group applies the credit-adjusted effective interese to the amortized cost of the
financial asset from initial recognition.

(b)Financial assets that are not purchased ormatigd credit-impaired financial assets but
subsequently have become credit-impaired finaregakets. For those financial assets,
the Group applies the effective interest rate éaimortized cost of the financial asset in
subsequent reporting periods.

Financial asset measured at fair value throughr atbmprehensive income

A financial asset is measured at fair value throatyter comprehensive income if both of
the following conditions are met:
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(a)The financial asset is held within a businesgl@h@vhose objective is achieved by both
collecting contractual cash flows and selling ficiahassets and

(b)The contractual terms of the financial assetegige on specified dates to cash flows
that are solely payments of principal and inteogsthe principal amount outstanding

Recognition of gain or loss on a financial assetisneed at fair value through other
comprehensive income are described as below:

(a)A gain or loss on a financial asset measurddiatalue through other comprehensive
income recognized in other comprehensive incomegm@xfor impairment gains or
losses and foreign exchange gains and losses tlmfiinancial asset is derecognized or
reclassified.

(b)When the financial asset is derecognized the utatime gain or loss previously
recognized in other comprehensive income is reifled$rom equity to profit or loss as
a reclassification adjustment.

(c)Interest revenue is calculated by using thectffe interest method. This is calculated
by applying the effective interest rate to the groarrying amount of a financial asset
except for:

()Purchased or originated credit-impaired finah@asets. For those financial assets,
the Group applies the credit-adjusted effectivergst rate to the amortized cost of
the financial asset from initial recognition.

(iFinancial assets that are not purchased oriratgd credit-impaired financial assets
but subsequently have become credit-impaired filmdassets. For those financial
assets, the Group applies the effective interdst tia the amortized cost of the
financial asset in subsequent reporting periods.

Besides, for certain equity investments within sigepe of IFRS 9 that is neither held for
trading nor contingent consideration recognizedabyacquirer in a business combination
to which IFRS 3 applies, the Company made an igable election to present the changes
of the fair value in other comprehensive incomedial recognition. Amounts presented
in other comprehensive income shall not be subsdlyuéransferred to profit or loss
(when disposal of such equity instrument, its cuated amount included in other
components of equity is transferred directly to ttained earnings) and these investments
should be presented as financial assets measufaid atlue through other comprehensive
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income on the balance sheet. Dividends on suctsimant are recognized in profit or loss
unless the dividends clearly represents a recadegpyart of the cost of investment.

Financial asset measured at fair value throughtgpfoss

Financial assets were classified as measured attiaetbcost or measured at fair value
through other comprehensive income based on afar@oned criteria. All other financial
assets were measured at fair value through profdss and presented on the balance sheet
as financial assets measured at fair value thrpugtt or loss.

Such financial assets are measured at fair vahe,gains or losses resulting from
remeasurement is recognized in profit or loss whiatludes any dividend or interest
received on such financial assets.

B.Impairment of financial assets

The Group recognizes a loss allowance for expectedit losses on debt instrument
investments measured at fair value through othenpcehensive income. The loss
allowance on debt instrument investments measuredaia value through other
comprehensive income is recognized in other congmrgkie income and not reduce the
carrying amount in the balance sheet.

The Group measures expected credit losses of macfalanstrument in a way that reflects:

(a)An unbiased and probability-weighted amount thatetermined by evaluating a range
of possible outcomes;

(b)The time value of money; and

(c)Reasonable and supportable information thatadable without undue cost or effort at
the reporting date about past events, current tiondiand forecasts of future economic
conditions.

The loss allowance is measures as follows:
(a)At an amount equal to 12-month expected credisds: the credit risk on a financial

asset has not increased significantly since inrgalognition or the financial asset is
determined to have low credit risk at the reportiage. In addition, the Group measures
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the loss allowance at an amount equal to lifetiqgeeted credit losses in the previous
reporting period, but determines at the currenbrtépy date that the credit risk on a
financial asset has increased significantly sing&l recognition is no longer met.

(b)At an amount equal to the lifetime expected trie$ses: the credit risk on a financial
asset has increased significantly since initialogadition or financial asset that is
purchased or originated credit-impaired financssed.

(c)For trade receivables or contract assets arigimg transactions within the scope of
IFRS 15, the Group measures the loss allowancenaamount equal to lifetime
expected credit losses.

(d)For lease receivables arising from transactigitisin the scope of IFRS 16, the Group
measures the loss allowance at an amount equtime expected credit losses.

At each reporting date, the Group needs to asshsther the credit risk on a financial
asset has been increased significantly since limg@ognition by comparing the risk of a
default occurring at the reporting date and thé mdg default occurring at initial
recognition. Please refer to Note 12 for furthetadg on credit risk.

C. Derecognition of financial assets

Financial asset is derecognized when:

(a)The rights to receive cash flows from the akage expired

(b)The Group has transferred the asset and suladharal the risks and rewards of the
asset have been transferred

(c)The Group has neither transferred nor retaindgdgtantially all the risks and rewards of
the asset, but has transferred control of the asset

On derecognition of a financial asset in its etyir¢he difference between the carrying

amount and the consideration received or receivablading any cumulative gain or loss

that had been recognized in other comprehensiwariacis recognized in profit or loss.

D.Financial liabilities and equity

Classification between liabilities or equity
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The Group classifies the instrument issued asaméial liability or an equity instrument in
accordance with the substance of the contractuahgement and the definitions of a
financial liability, and an equity instrument.

Equity instruments

An equity instrument is any contract that evidenaagsidual interest in the assets of an
entity after deducting all of its liabilities. Theansaction costs of an equity transaction are
accounted for as a deduction from equity (net of exated income tax benefit) to the
extent they are incremental costs directly attablg to the equity transaction that
otherwise would have been avoided.

Financial liabilities

Financial liabilities within the scope of IFRS 9nkncial Instruments are classified as
financial liabilities at fair value through profitr loss or financial liabilities measured at
amortized cost upon initial recognition.

Financial liabilities at fair value through profit loss

Financial liabilities at fair value through probt loss include financial liabilities held for
trading and financial liabilities designated aaat value through profit or loss. A financial
liability is classified as held for trading if:

B.It is acquired or incurred principally for therpose of selling or repurchasing it in the
near term;

C.On initial recognition it is part of a portfoliof identified financial instruments that are
managed together and for which there is evidenca kdcent actual pattern of short-
term profit-taking; or

D.It is a derivative (except for a derivative thata financial guarantee contract or a
designated and effective hedging instrument).

If a contract contains one or more embedded dérastthe entire hybrid (combined)
contract may be designated as a financial liabdityair value through profit or loss; or a
financial liability may be designated as at faitueathrough profit or loss when doing so
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results in more relevant information, because eithe

(a)lt eliminates or significantly reduces a measwBt or recognition inconsistency; or

(b)A group of financial liabilities or financial asts and financial liabilities is managed and
its performance is evaluated on a fair value basiaccordance with a documented risk
management or investment strategy, and informatibout the group is provided
internally on that basis to the key managementopersl.

Gains or losses on the subsequent measuremeabdities at fair value through profit or
loss including interest paid are recognized inipaofloss.

Financial liabilities at amortized cost

Financial liabilities measured at amortized costlude interest bearing loans and
borrowings that are subsequently measured usingffeetive interest rate method after
initial recognition. Gains and losses are recoghireprofit or loss when the liabilities are
derecognized as well as through the effective @stierate method amortization process.

Amortized cost is calculated by taking into accowmy discount or premium on
acquisition and fees or transaction costs.

Derecognition of financial liabilities

A financial liability is derecognized when the gation under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced lanother from the same lender on
substantially different terms, or the terms of aisting liability are substantially modified
(whether or not attributable to the financial ditfity of the debtor), such an exchange or
modification is treated as a derecognition of thiginal liability and the recognition of a
new liability, and the difference in the respectoagrying amounts and the consideration
paid, including any non-cash assets transferretiabilities assumed, is recognized in
profit or loss.

E.Offsetting of financial instruments
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Financial assets and financial liabilities are efffand the net amount reported in the
balance sheet if, and only if, there is a curremhforceable legal right to offset the
recognized amounts and there is an intention téesat a net basis, or to realize the assets
and settle the liabilities simultaneously.

(9) Fair value measurement

Fair value is the price that would be receivededib @ asset or paid to transfer a liability in
an orderly transaction between market participahthe measurement date. The fair value
measurement is based on the presumption thatahsatrtion to sell the asset or transfer the
liability takes place either:

(c)In the principal market for the asset or lidlilior
(d)In the absence of a principal market, in the tnamtvantageous market for the asset or
liability

The principal or the most advantageous market imeisiccessible to by the Group.
The fair value of an asset or a liability is measuusing the assumptions that market
participants would use when pricing the assetability, assuming that market participants
in their economic best interest.
A fair value measurement of a non-financial asakeéd$ into account a market participant’s
ability to generate economic benefits by using d@kset in its highest and best use or by
selling it to another market participant that woule the asset in its highest and best use.
The Group uses valuation techniques that are apptepn the circumstances and for which
sufficient data are available to measure fair vati@ximizing the use of relevant observable
inputs and minimizing the use of unobservable isput

(10) Inventories

Inventories are valued at lower of cost and ndizalale value item by item.

Costs incurred in bringing each inventory to itegant location and condition are accounted
for as follows:
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Raw materials —By actual purchase cost with wetjlateerage method.

Finished goods and work in progress — Cost of timeaterials and labor and a proportion of
manufacturing overheads based on normal operatpgoity but excluding borrowing
costs.

Net realizable value is the estimated selling pircéhe ordinary course of business, less
estimated costs of completion and the estimatet$ cexessary to make the sale.

(11) Property, plant and equipment

Property, plant and equipment is stated at cost, aieaccumulated depreciation and
accumulated impairment losses, if any. Such cosludes the cost of dismantling and
removing the item and restoring the site on whiclsilocated and borrowing costs for
construction in progress if the recognition criieaire met. Each part of an item of property,
plant and equipment with a cost that is significantelation to the total cost of the item is
depreciated separately. When significant partsropgrty, plant and equipment are required
to be replaced in intervals, the Group recognizesh parts as individual assets with specific
useful lives and depreciation, respectively. Theryilag amount of those parts that are
replaced is derecognized in accordance with theecdgnition provisions of IAS 16
Property, plant and equipment. When a major ingpeds performed, its cost is recognized
in the carrying amount of the plant and equipmena aeplacement if the recognition criteria
are satisfied. All other repair and maintenancetsc@se recognized in profit or loss as
incurred.

Depreciation is calculated on a straight-line basisr the estimated economic lives of the
following assets:

Buildings 5~55 years
Machinery 2~15 years
Transportation 5~10 years
Office equipment 2~10 years
Other equipment 2~20 years

An item of property, plant and equipment and argnificant part initially recognized is
derecognized upon disposal or when no future ecanbenefits are expected from its use or
disposal. Any gain or loss arising on derecognitbthe asset is recognized in profit or loss.
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The property, plant and equipment’s residual valueseful lives and methods of
depreciation are reviewed at each financial yefathé expected values differ from the
estimates, the differences are recorded as a chiargeounting estimate.

(12) Leases

The Group assesses whether the contract is, caiosnt lease. A contract is, or contains, a
lease if the contract conveys the right to continel use of an identified asset for a period of
time in exchange for consideration. To assess wehetltontract conveys the right to control
the use of an identified asset for a period of fithe Group assesses whether, throughout the
period of use, has both of the following:

A.the right to obtain substantially all of the eoamc benefits from use of the identified
asset; and
B.the right to direct the use of the identifiededss

The Group elected not to reassess whether a coigrawr contains, a lease. The Group is
permitted to apply IFRS 16 to contracts that weevipusly identified as leases applying
IAS 17 and IFRIC 4 but not to apply IFRS 16 to caots that were not previously

identified as containing a lease applying IAS 1@ HRIC 4.

For a contract that is, or contains, a lease, thau accounts for each lease component
within the contract as a lease separately fromlaase components of the contract. For a
contract that contains a lease component and onmooe additional lease or non-lease
components, the Group allocates the consideratidhé contract to each lease component
on the basis of the relative stand-alone pricdefltase component and the aggregate stand-
alone price of the non-lease components. The velaiand-alone price of lease and non-
lease components shall be determined on the bédiseoprice the lessor, or a similar
supplier, would charge the Group for that component similar component, separately. If
an observable stand-alone price is not readilylavia, the Group estimates the stand-alone
price, maximising the use of observable information

Group as a lessee

Except for leases that meet and elect short-teaseke or leases of low-value assets, the
Group recognizes right-of-use asset and leasditiabor all leases which the Group is the
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lessee of those lease contracts.

At the commencement date, the Group measuresdke l@bility at the present value of the
lease payments that are not paid at that dateledse payments are discounted using the
interest rate implicit in the lease, if that ratede readily determined. If that rate cannot be
readily determined, the Group uses its incremendatowing rate. At the commencement
date, the lease payments included in the measuteofiehe lease liability comprise the
following payments for the right to use the undierdyasset during the lease term that are not
paid at the commencement date:

A.fixed payments (including in-substance fixed payns), less any lease incentives
receivable;

B.variable lease payments that depend on an indexrate, initially measured using the
index or rate as at the commencement date;

C.amounts expected to be payable by the lessee tesigual value guarantees;

D.the exercise price of a purchase option if theupris reasonably certain to exercise that
option; and

E.payments of penalties for terminating the leakahe lease term reflects the lessee
exercising an option to terminate the lease.

After the commencement date, the Group measurekedise liability on an amortised cost
basis, which increases the carrying amount togefigerest on the lease liability by using an
effective interest method; and reduces the carrgngunt to reflect the lease payments
made.

At the commencement date, the Group measuresghieai-use asset at cost. The cost of the
right-of-use asset comprises:

A.the amount of the initial measurement of the édability;

B.any lease payments made at or before the commemtedate, less any lease incentives
received,;

C.any initial direct costs incurred by the lesseg]

D.an estimate of costs to be incurred by the lessedismantling and removing the
underlying asset, restoring the site on which lbeated or restoring the underlying asset
to the condition required by the terms and condgiof the lease.

For subsequent measurement of the right-of-usd, abgeGroup measures the right-of-use
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asset at cost less any accumulated depreciatioarndccumulated impairment losses. That
is, the Group measures the right-of-use applyingst model.

If the lease transfers ownership of the underlyasget to the Group by the end of the lease
term or if the cost of the right-of-use asset mfiethat the Group will exercise a purchase
option, the Group depreciates the right-of-usetdssm the commencement date to the end
of the useful life of the underlying asset. Othamayithe Group depreciates the right-of-use
asset from the commencement date to the earlidgreoénd of the useful life of the right-of-
use asset or the end of the lease term.

The Group applies IAS 36 “Impairment of Assets”determine whether the right-of-use
asset is impaired and to account for any impairrns# identified.

Except for those leases that the Group accountedsfehort-term leases or leases of low-
value assets, the Group presents right-of-usesaasel lease liabilities in the balance sheet
and separately presents lease-related interestngxpand depreciation charge in the
statements comprehensive income.

For short-term leases or leases of low-value asgetsGroup elects to recognize the lease
payments associated with those leases as an experather a straight-line basis over the
lease term or another systematic basis.

For the rent concession arising as a direct coresempuof the covid-19 pandemic, the Group
elected not to assess whether it is a lease matidit but accounted it as a variable lease
payment. The Group applied the practical expedierall rent concessions that meet the
conditions for it.

Group as a lessee

Finance leases which transfer to the Group subalignall the risks and benefits incidental
to ownership of the leased item, are capitalizeth@tcommencement of the lease at the fair
value of the leased property or, if lower, at thesent value of the minimum lease payments.
Lease payments are apportioned between financgehand reduction of the lease liability
SO as to achieve a constant rate of interest ometin@ining balance of the liability. Finance
charges are recognized in profit or loss.
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A leased asset is depreciated over the usefulolifthe asset. However, if there is no

reasonable certainty that the Group will obtain eghip by the end of the lease term, the
asset is depreciated over the shorter of the etthnaseful life of the asset and the lease
term.

Operating lease payments are recognized as an&xpara straight-line basis over the lease
term.

(13) Intangible assets

Intangible assets acquired separately are measuar@utial recognition at cost. The cost of
intangible assets acquired in a business combmasoits fair value as at the date of
acquisition. Following initial recognition, intarige assets are carried at cost less any
accumulated amortization and accumulated impairnasses, if any. Internally generated
intangible assets, excluding capitalized develogmeaosts, are not capitalized and
expenditure is reflected in profit or loss for grear in which the expenditure is incurred.

The useful lives of intangible assets are asseasedther finite or indefinite.

Intangible assets with finite lives are amortizaetrothe useful economic life and assessed
for impairment whenever there is an indication ttiet intangible asset may be impaired.
The amortization period and the amortization metfardan intangible asset with a finite
useful life is reviewed at least at the end of ehcancial year. Changes in the expected
useful life or the expected pattern of consumpbtbfuture economic benefits embodied in
the asset is accounted for by changing the amtdizgeriod or method, as appropriate, and
are treated as changes in accounting estimates.

Intangible assets with indefinite useful lives acé amortized, but are tested for impairment
annually, either individually or at the cash-getiagaunit level. The assessment of indefinite
life is reviewed annually to determine whether itigefinite life continues to be supportable.
If not, the change in useful life from indefinit finite is made on a prospective basis.

Gains or losses arising from derecognition of atarigible asset are measured as the
difference between the net disposal proceeds amddlrying amount of the asset and are

recognized in profit or loss when the asset iscm&yrized.

Computer software
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The cost of computer software is amortized on @gti-line basis over the estimated useful
life (2 to 3 years).

A summary of the policies applied to the Groupigible assets is as follows:

Computer software

Useful lives Limited
Amortization method used Amortized on a straight-line basis over the estedat
useful life

Internally generated or acquireddcquired

(14) Impairment of non-financial assets

The Group assesses at the end of each reportiirgglpenether there is any indication that an
asset in the scope of IAS 36 Impairment of Asseaty e impaired. If any such indication
exists, or when annual impairment testing for asetiss required, the Group estimates the
asset’s recoverable amount. An asset’'s recover@bleunt is the higher of an asset’s or
cash-generating unit's (“CGU”) fair value less s$b sell and its value in use and is
determined for an individual asset, unless thetad®es not generate cash inflows that are
largely independent of those from other assetsroupgs of assets. Where the carrying
amount of an asset or CGU exceeds its recoverambeiat, the asset is considered impaired
and is written down to its recoverable amount.

For assets excluding goodwill, an assessment isma@ach reporting date as to whether
there is any indication that previously recognimagairment losses may no longer exist or
may have decreased. If such indication exists, Gneup estimates the asset’s or cash-
generating unit’'s recoverable amount. A previousigognized impairment loss is reversed
only if there has been an increase in the estimsgedce potential of an asset which in turn
increases the recoverable amount. However, thersavés limited so that the carrying
amount of the asset does not exceed its recovesatdeint, nor exceed the carrying amount
that would have been determined, net of depreciatttad no impairment loss been
recognized for the asset in prior years.

A cash generating unit, or groups of cash-genagatinits, to which goodwill has been

allocated is tested for impairment annually atghme time, irrespective of whether there is
any indication of impairment. If an impairment lasgo be recognized, it is first allocated to
reduce the carrying amount of any goodwill allodate the cash generating unit (group of
units), then to the other assets of the unit (g@wmits) pro rata on the basis of the carrying
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amount of each asset in the unit (group of unitepairment losses relating to goodwill
cannot be reversed in future periods for any reason

An impairment loss of continuing operations or &ersal of such impairment loss is
recognized in profit or loss.

(15)Revenue recognition

The Group’s revenue arising from contracts withteoners are primarily related to sale of
goods and rendering of services. The accountingipslare explained as follow:

Sale of goods

The Group mainly manufactures and sells of its pot&l Sales are recognized when control
of the goods is transferred to the customer andytioels are delivered to the customers. The
main product of the Group is Poly-Silicon and rewenis recognized based on the

consideration stated in the contract. The remainsales transactions are usually

accompanied by volume discounts (based on the adated total sales amount for a

specified period). Therefore, revenue from thedess& recognized based on the price
specified in the contract, net of the estimatedun@ discounts. Accumulated experience is
used to estimate and provide for the discountsigudie expected value method. Revenue is
only recognized to the extent that it is highly pmble that a significant reversal in the

amount of cumulative revenue recognized will notwcwhen the uncertainty associated
with the variable consideration is subsequentlyplkexi. During the period specified in the

contract, refund liability is recognized for theogucts expected to be returned.

The credit period of the Group’s sale of goodsranf 60 to 90 days. For most of the
contracts, when the Group transfers the goods stomers and has a right to an amount of
consideration that is unconditional, these contracé recognized as trade receivables. The
Group usually collects the payments shortly aftangfer of goods to customers therefore
there is no significant financing component to doatract. For some of the contracts, the
Group has transferred the goods to customers bes dot has a right to an amount of
consideration that is unconditional, these contabisuld be presented as contract assets.
Besides, in accordance with IFRS 9, the Group measiine loss allowance for a contract
asset at an amount equal to the lifetime expectsditdosses.
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(16) Borrowing costs

Borrowing costs directly attributable to the ac@ios, construction or production of an asset
that necessarily takes a substantial period of tonget ready for its intended use or sale are
capitalized as part of the cost of the respectsgets. All other borrowing costs are expensed
in the period they occur. Borrowing costs consisinterest and other costs that an entity
incurs in connection with the borrowing of funds.

(17)Government grants

Government grants are recognized where there sbnable assurance that the grant will be
received and all attached conditions will be coegblivith. Where the grant relates to an
asset, it is recognized as deferred income andgeteto income in equal amounts over the
expected useful life of the related asset. Whengttaat relates to an expense item, it is
recognized as income over the period necessaryatohnthe grant on a systematic basis to
the costs that it is intended to compensate.

Where the Group receives non-monetary grants,dbetand the grant are recorded gross at
nominal amounts and released to the statementropi@hensive income over the expected
useful life and pattern of consumption of the bérwfthe underlying asset by equal annual
installments. Where loans or similar assistance paiovided by governments or related
institutions with an interest rate below the cutrapplicable market rate, the effect of this
favorable interest is regarded as additional gawermt grant.

(18) Post-employment benefits

All regular employees of the Company and domesiltsiliaries are entitled to a pension
plan that is managed by an independently admimidtpension fund committee. Fund assets
are deposited under the committee’s name in theifgpdank account and hence, not
associated with the Company and its domestic sisvgd. Therefore fund assets are not
included in the Group’s consolidated financial eta¢nts. Pension benefits for employees of
the overseas subsidiaries and the branches ar&gdoin accordance with the respective
local regulations.

For the defined contribution plan, the Company aadlomestic subsidiaries will make a
monthly contribution of no less than 6% of the niytwages of the employees subject to
the plan. The Company recognizes expenses fordfieed contribution plan in the period in
which the contribution becomes due. Overseas sialigsl and branches make contribution



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

to the plan based on the requirements of locallatigas.

Post-employment benefit plan that is classifiecaaefined benefit plan uses the Projected
Unit Credit Method to measure its obligations andts based on actuarial assumptions. Re-
measurements, comprising of the effect of the aietugains and losses, the effect of the
asset ceiling (excluding net interest) and therretun plan assets, excluding net interest, are
recognized as other comprehensive income with gesponding debit or credit to retained
earnings in the period in which they occur. Pastise costs are recognized in profit or loss
on the earlier of:

(a) the date of the plan amendment or curtailneerd,
(b) the date that the Group recognizes restruatnetated costs

Net interest is calculated by applying the discaate to the net defined benefit liability or
asset, both as determined at the start of the ameparting period, taking account of any
changes in the net defined benefit liability (asdetring the period as a result of contribution
and benefit payment.

(19) Income taxes

Income tax expense (benefit) is the aggregate amodiided in the determination of profit
or loss for the period in respect of current tad deferred tax.

Current income tax

Current income tax assets and liabilities for theent and prior periods are measured at the
amount expected to be recovered from or paid tdakation authorities, using the tax rates
and tax laws that have been enacted or substantirelcted by the end of the reporting
period. Current income tax relating to items retpgd in other comprehensive income or
directly in equity is recognized in other compretiea income or equity and not in profit or
loss.

The income tax for undistributed earnings of theuprand its subsidiaries is recognized as
income tax expense in the subsequent year whedigtrédoution proposal is approved by the

Shareholders’ meeting.

Deferred income tax

Deferred income tax is a temporary difference betwthe tax bases of assets and liabilities
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and their carrying amounts in balance sheet atgperting date.
Deferred tax liabilities are recognized for alla@le temporary differences, except:

Where the deferred tax liability arises from théial recognition of goodwill or of an
asset or liability in a transaction that is notusihess combination and, at the time of the
transaction, affects neither the accounting pradittaxable profit or loss

I. In respect of taxable temporary differencesoasded with investments in subsidiaries,

associates and interests in joint arrangementsyemie timing of the reversal of the
temporary differences can be controlled and itrabpble that the temporary differences
will not reverse in the foreseeable future.

Deferred tax assets are recognized for all dedectdmporary differences, any unused tax
losses and carry forward of unused tax credith&extent that it is probable that taxable
profit will be available against which the dedutditemporary differences, and the carry
forward of unused tax credits and unused tax losagede utilized, except:

Where the deferred tax asset relating to theudiole temporary difference arises from
the initial recognition of an asset or liability @& transaction that is not a business
combination and, at the time of the transactiofec$ neither the accounting profit nor
taxable profit or loss

I. In respect of deductible temporary differenessociated with investments in subsidiaries,

associates and interests in joint arrangementgyrraef tax assets are recognized only to
the extent that it is probable that the temporaffgi@nces will reverse in the foreseeable
future and taxable profit will be available againgdtich the temporary differences can be
utilized.

Deferred tax assets and liabilities are measuredeatax rates that are expected to apply in
the year when the asset is realized or the lighitsettled, based on tax rates and tax laws
that have been enacted or substantively enactédteaeporting date. The measurement of
deferred tax assets and deferred tax liabilitilects the tax consequences that would follow
from the manner in which the Group expects, agti of the reporting period, to recover or
settle the carrying amount of its assets and lt@sl Deferred tax relating to items
recognized outside profit or loss is recognizedsiolat profit or loss. Deferred tax items are
recognized in correlation to the underlying tramisaceither in other comprehensive income
or directly in equity. Deferred tax assets are seased at each reporting date and are
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recognized accordingly.

Deferred tax assets and deferred tax liabilitiesadfset, if a legally enforceable right exists
to set off current income tax assets against cuiremome tax liabilities and the deferred
taxes relate to the same taxable entity and the $axation authority.

5. Significant accounting judgments, estimatesasslimptions

The preparation of the Group’s consolidated finahstatements require management to make
judgments, estimates and assumptions that affecteported amounts of revenues, expenses,
assets and liabilities, and the disclosure of ogetnt liabilities, at the end of the reporting
period. However, uncertainty about these assumptnmhestimate could result in outcomes that
require a material adjustment to the carrying amaidrthe asset or liability affected in future
periods.

Estimates and assumptions

The key assumptions concerning the future and dnesources of estimation uncertainty at the
reporting date, that have a significant risk of gitag a material adjustment to the carrying
amounts of assets and liabilities within the nexaricial year are discussed below.

(a)Fair value of financial instruments

Where the fair values of financial assets and firaHiabilities recorded in the balance sheet
cannot be derived from active markets, they areerdehed using valuation techniques
including income approach (for example, the distedrcash flows model) or the market
approach. Changes in assumptions about these damatd affect the reported fair value of
the financial instruments. Please refer to NotéotZnore detalils.

(b)Accounts receivables—estimation of impairmesslo

The Group estimates the impairment loss of accoumteivables at an amount equal to
lifetime expected credit losses. The credit losthés present value of the difference between
the contractual cash flows that are due under dhé&a&ct (carrying amount) and the cash flows
that expects to receive (evaluate forward lookimfgrimation). However, as the impact from

the discounting of short-term receivables is notemal, the credit loss is measured by the
undiscounted cash flows. Where the actual futuigh dédows are lower than expected, a
material impairment loss may arise. Please reféldi® 6 for more details.
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(c)Inventory

Estimates of net realizable value of inventorié®tmto consideration that inventories may be
damaged, become wholly or partially obsolete, airttselling prices have declined. The
estimates are based on the most reliable evideraikalale at the time the estimates are made.
Please refer to Note 6 for more details.

(d)Post-employment benefits

The cost of post-employment benefit pension plahthe present value of the defined benefit
obligation are determined using actuarial valuaioln actuarial valuation involves making
various assumptions, including the change in tiseadint rate and expected salary level. The
assumptions used for measuring pension cost anedebenefit obligation are disclosed in
Note 6.

(e)Onerous contract

An onerous contract is defined as a contract inciwvithe unavoidable costs of meeting the
obligations under the contract exceed the econdemnefits expected to be received under it.
The Company makes provisions for onerous conttzased on the unavoidable costs under a
contract. Any changes in the contracts may infleethe provision.

(HIncome tax

Uncertainties exist with respect to the interpietatof complex tax regulations and the
amount and timing of future taxable income. Givke Wwide range of international business
relationships and the long-term nature and complesd existing contractual agreements,
differences arising between the actual resultstaacassumptions made, or future changes to
such assumptions, could necessitate future adjossnte tax income and expense already
recorded. The Group establishes provisions, basedeasonable estimates, for possible
consequences of audits by the tax authorities efréispective counties in which it operates.
The amount of such provisions is based on variaa®fs, such as experience of previous tax
audits and differing interpretations of tax reguas by the taxable entity and the responsible
tax authority. Such differences of interpretatiormymarise on a wide variety of issues
depending on the conditions prevailing in the repe Group company's domicile.
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Deferred tax assets are recognized for all camywdod of unused tax losses and unused tax
credits and deductible temporary differences toetktent that it is probable that taxable profit

will be available or there are sufficient taxaldenporary differences against which the unused
tax losses, unused tax credits or deductible teampatifferences can be utilized. The amount
of deferred tax assets determined to be recogmzeased upon the likely timing and the level

of future taxable profits and taxable temporaryedénces together with future tax planning

strategies.

6. Contents of significant accounts

(1)Cash and cash equivalents

As of December 31,

2020 2019
Cash on hand $657 $710
Checkings and savings 1,987,556 3,046,572
Time deposits 1,218,624 1,431,737
Resale agreements collateralized by corporate bonds 50,000 100,000
Total $3,256,837  $4,579,019

(2)Financial assets at fair value through profitosis

As of December 31,

2020 2019
Mandatorily measured at fair value through profit
or loss:
Convertible bond $9,171 $8,370

Financial assets at fair value through profit @slavere not pledged.
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(3)Financial assets at fair value through other m@nensive income

As of December 31,

2020 2019
Equity instruments investments measured at fair
value through other comprehensive income —
Non-current:
Listed companies stocks $317,501 $333,935
Unlisted companies stocks 17,088 17,988
Valuation adjustment of financial assets as
measured by fair value through profit and
loss (111,521) (284,355)
Total $223,068 $67,568

Financial assets at fair value through other commgmsive income were not pledged.

(4)Financial assets measured at amortized cost

As of December 31,

2020 2019
Certificate of deposit — restricted $161,080 $83,777
Current $151,113 $73,810
Non-current 9,967 9,967
Total $161,080 $83,777

The Group classified certain financial assets aanitial assets measured at amortized cost.

Please refer to Note 8 for more details on findnassets measured at amortized cost under
pledge.
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(5)Notes receivable

As of December 31,

2020 2019
Notes receivables arising from operating activites  $159,735 $260,735
Less: loss allowance - -

Total $159,735 $260,735

Please refer to Note 8 for more details on notesivable under pledge.

The Group follows the requirement of IFRS 9 to assbe impairment. Please refer to Note
6(20) for more details on loss allowance and Nofe far more details on credit risk
management.

(6)Trade receivables

(a)Trade receivables, net consist of the follow:

As of December 31,

2020 2019
Trade receivables $1,780,489  $1,519,798
Less: loss allowance (94,904) (92,281)
Total $1,685,585 $1,427,517

(b)Accounts receivable are generally on 60Qad@y terms. The total carrying amount for the
years ended December 31, 2020 and 2019, are NTH488Bthousand and NT$1,519,798
thousand, respectively. Please refer to Note 6f{@0)nore details on loss allowance of
accounts receivable for year ended December 3X) 268 2019. Please refer to Note 12
for more details on credit risk management.

(7)Inventories

(a)Inventories consist of the following:
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As of December 31,

2020 2019
Raw materials $774,263 $725,431
Supplies & parts 306,141 281,396
Work in progress 681,452 742,052
Finished goods 525,021 375,903
Merchandises 17,027 10,555
Total $2,303,904  $2,135,337

(b)The cost of inventories recognized in expensaesuated to NT$5,407,643 thousand and
NT$5,014,226 thousand for the years ended DeceBihet020 and 2019, respectively. The
following losses were included in cost of sales :

For the year ended December 31,

Item 2020 2019
(e)Loss from (Gains on recovery of) inventory $41,015 $(12,332)
market decline
Loss from inventory write-off obsolescence 185 1,713
Total $41,200 $(10,619)

The Group recognized gains on recovery of inventoayket decline because some of the
inventories previously provided with market losoobsolescence were disposed.

(c)Inventories were not pledged.

(8)Prepayments

As of December 31,

2020 2019
Office supplies $137,069 $116,073
Other prepaid expenses 88,602 84,992
Prepayment for purchase 19,037 29,060
Total $244,708 $230,125

(9)Property, plant and equipment
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(a)Owner occupied property, plant and equipment

Construction in

progress and

Office Other  equipment awaiting
Land Buildings Machinery  Transportation equipment equipment examination Total
Cost:
As of January 1, 2020 $259,131 $2,946,344 $14,039,926 $31,504 $286,758 $337,844 $1,576,581 $19,478,088
Additions - - - - - - 4,183,070 4,183,070
Reclassification - 360,359 2,235,399 2,324 26,104 3,420 (2,627,876) (270)
Disposals - - (132,445) (1,564) (8,115) (26,705) (29,564) (198,393)
Exchange differences - 25,467 88,983 298 1,571 1,607 21,899 139,825
As of December 31, 2020  $259,131 $3,332,170 $16,231,863 $32,562 $306,318 $316,166 $3,124,110 $23,602,320
Depreciation and impairment:
As of January 1, 2020 $- $483,817 $8,434,930 $21,738 $204,361 $267,105 $- $9,411,951
Depreciation - 92,739 986,420 3,095 24,319 11,850 - 1,118,423
Impairment losses - - 4,000 - - - - 4,000
Disposals - - (131,587) (1,541) (7,981) (26,618) - (167,727)
Exchange differences - 3,109 46,241 206 871 855 - 51,282
As of December 31, 2020 $- $579,665 $9,340,004 $23,498 $221,570 $253,192 $- $10,417,929
Construction in
progress and
Office Other  equipment awaiting
Land Buildings Machinery  Transportation equipment equipment examination Total
Cost:
As of January 1, 2019 $259,131 $1,851,964 $11,890,245 $32,390 $235,322 $365,364 $2,866,741 $17,501,157
Additions - - - - 32 - 3,119,818 3,119,850
Reclassification - 1,298,300 2,924,353 1,361 70,968 11,851 (4,308,813) (1,980)
Disposals - (191,828) (635,263) (1,474) (17,503) (37,259) (1,331) (884,658)
Exchange differences - (12,092) (139,409) (773) (2,061) (2,112) (99,834) (256,281)
As of December 31, 2019  $259,131 $2,946,344 $14,039,926 $31,504 $286,758 $337,844 $1,576,581 $19,478,088

Depreciation and impairment:
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As of January 1, 2019 $-  $545,865 $8,063,217 $20,314 $207,952 $318,693 $- $9,156,041
Reclassification - 52,146 841,819 3,244 15,133 10,201 - 922,543
Depreciation - - 78,938 - - - - 78,938

Impairment losses - (109,218) (478,393) (1,337) (16,675) (29,644) - (635,267)
Disposals - - 30,259 - - (29,928) - 331

Exchange differences - (4,976) (100,910) (483) (2,049) (2,217) - (110,635)
As of December 31, 2019 $-  $483,817 $8,434,930 $21,738 $204,361 $267,105 $- $9,411,951

Net carrying amount as of:

December 31, 2020 $259,131 $2,752,505 $6,891,859 $9,064 $84,748 $62,974 $3,124,110 $13,184,391

December 31, 2019 $259,131 $2,462,527 $5,604,996 $9,766 $82,397 $70,739 $1,576,581  $10,066,137

(b)The Group recognized an impairment loss amogntioc NT$4,000 thousand and
NT$78,938 thousand on certain real estate to aanerf the recoverable value in 2020 and
2019, respectively.The impairment loss has beearded in the Group’s statements of
comprehensive incomes.

(c)Please refer to Note 8 for more details on prigpelant and equipment under pledge.

(d)Capitalized borrowing costs of property, plantl@quipment are as follows:

For the year ended December 31,
ltem 2020 2019
Buildings and Construction in progress and
Equipment awaiting examination $68,182 $104,848
Capitalisation rate of borrowing costs 5.00%~5.70%b.635%~5.70%

(e)Significant components of PPE are depreciatiar their useful lives.

(NThe Company’s board in a meeting held on Sep&raB, 2018 has approved the relocation
of the factory currently located in the secondagtexr source protection zone area of the
upper reaches of the Huangpu River due to the lecalronmental protection regulation.
Wafer Works (Shanghai) Corp., one of the Compasyssidiaries, signed the agreement
with People’s Government of Shihudang Town, SomgjiBistrict, Shanghai on January 2,
2019. The agreement regulated the government wiipensate Wafer Works (Shanghai)
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Corp. relocation expense, land use rights and estdte, plant and equipment totaled to
RMB146,990 thousand (equivalent to NT$662,828 thody Wafer Works (Shanghai)
Corp. has completed the relocation as of Decemher2819. The amounts of the real
estate, plant and equipment and right-of-use astetated were RMB59,903 thousand
(equivalent to NT$270,122 thousand) and RMB121 shod (equivalent to NT$547
thousand), respectively. Total benefit arising frothe demolition amounting to
RMB85,654 thousand (equivalent to NT$386,243 thndsawas recorded under the
caption of other benefits and losses - disposedalfestate, plant and equipment benefits.

(10)Intangible assets

Computer

software
Cost:
As of January 1, 2020 $30,865
Addition 36,498
Reduction (560)
Exchange differences 338
As of December 31, 2020 $67,141
As of January 1, 2019 $10,862
Addition 24,380
Reduction (3,977)
Exchange differences (400)
As of December 31, 2019 $30,865
Amortization:
As of January 1, 2020 $5,787
Amortization and Impairment 10,253
Decrease (560)
Exchange differences 119
As of December 31, 2020 $15,599
As of January 1, 2019 $4,173
Amortization and Impairment 5,867

Decrease

(3,977)
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Exchange differences (276)
As of December 31, 2019 $5,787

Net carrying amount as of:
December 31, 2020 $51,542

December 31, 2019 $25,078

Amortization expense of intangible assets undestaement of comprehensive income:

For the year ended
December 31,

2020 2019
Operating costs $481 $373
General and administrative 9,550 5,359
Research and development 222 135
Total $10,253 $5,867

(11)Short-term loans

As of December 31,
Interest Rate (%) 2020 2019
Unsecured financial structure loans0.7015%~4.79% $1,792,452 $1,286,040
Secured financial structure loans  1.9929%~4.35% 413,129 498,068
Total $2,205,581 $1,784,108

The Group’s unused short-term lines of credits amwal to NT$4,646,949 thousand and
NT$4,081,901 thousand as of December 31, 2020 @h8, 2espectively.

Please refer to Note 8 for more details of asdetdged as collaterals.
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(12)Other payables

As of December 31,
2020 2019
$576,889  $573,605
667,386 516,709
17,654 16,215
$1,261,929 $1,106,529

Accrued expense
Payable on equipment
Accrued interest payable
Total

(13)Other current liabilities

(a)Other current liabilities consist of the follow:

As of December 31,

2020 2019
Other current liabilities $3,467 $4,372
Deferred government grants income 391 -
Total $3,858 $4,372

(b)Please refer to Note 6(14) for more details lo@ ¢thange of he deferred government

grants income in 2020.

(c)Please refer to Note 6(15) for more details merest rate of the deferred government

grants income.
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(14)Deferred revenue

Government grants

For the year ended
December 31,

2020 2019
Beginning balance $331,663 $7,885
Received during the period 341,736 326,661
Released to the statement of comprehensive  (336,548) (2,696)

income

Exchange differences (582) (187)
Ending Balance $336,269  $331,663

As of December 31,

2020 2019
Current $391 $-
Non-current 335,878 331,663
Total $336,269  $331,663

The Group obtain Government grants because thé deaaiconductor industry in mainland
China develops and throws facilities for manufaetufhe grants relates to assets, so it
recognizes to deferred revenue and install to n@izego revenue.
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(15)Long-term loans

Details of long-term loan as of December 31, 2020 2019 are as follows:

As of
December

Debtor 31, 2020

Maturity and Terms

Secured Long-Term Joint
guarantee Loan from Land
Bank of Taiwan and others

Credit Long-Term Loan from 89,251

Land Bank

Credit Long-Ternfrom Taiwar 27,695

Cooperative Bank

Secured Long-Term Joint 907,140
guarantee Loan from Taiw:
Cooperative Bank

Secured Long-Term from 19,223

$1,500,000 Effective March 23, 2020 to March 23, 2025.

Grace period is 2 years from the initial draw-
down date. The initial draw-down date is
considered the 1st term and the following terms
are defined as every 3 months since then. The
remaining principal is repaid in installments of
equal amount for 13 terms. Interest shall be
paid monthly. The tto 4" payments will each
repay 3% of the principal 5o 8" payments

will be 5% each, 9to 12" payments will be

7% each and the remaining principal will be
repaid up at maturity.

Effective July 9, 2020 to July 9, 2027. Interest
payments are due monthly fot the first three
years. Principal is prepaid form the fourth year
monthly on the 18day of each month. Interest
will be paid on the 15th of each month.
Effective October 19, 2020 to October 19,
2025. The principal will be paid monthbn the
15" day of each month and interest shall be
paid monthly.

Effective July 30, 2019 to July 30, 2024. Grace
period is 2 years from the initial draw-down
date. The initial draw-down date is considered
the 1st term and the following terms are defi
as every 6 months since then. The principal is
repayable in installments of equal amount for 7
terms. Interest shall be paid quarterly.

Effective May 9, 2019 to May 6, 2022. The



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

Taiwan Cooperative Bank first year pays interesa@uarterly basis.
From the second year on, the principal is
repayable in quarters in 8 installments. The
company needs to repay 8.33% of the principal
in the first to fourth periods, and repay 16.66%
of the principal in each of the fifth to seventh
periods. The remaining principal is repaid once
upon maturity.

Secured Long-Term Loan from 1,514,591 Effective September 25, 2018 to September 25,

China Development Bank 2026. Grace period is 1 years. the following
terms are defined as every 6 months since then.
The principal and interest are repayable in
installments of equal amount for 15 terms.
Interest shall be paid quarterly.

Secured Long-Term Loan from 797,440 Effective October 23, 2019 to October 22,

China Development Bank 2025. Grace period is 1 year from the initial
draw-down date. The initial draw-down date is
considered the 1st term and the following terms
are defined as every 6 months since then. The
principal is repayable in installments of equal
amount for 8 terms. Interest shall be paid

quarterly.
Secured Long-Term from 365,836 Effective August 24, 2020 to July 8, 2023.
Taiwan Cooperative Bank Interest shall be paid on a quarterly basis. The

seventh month from the initial draw-down date,
the principal is repayable in installments for 10
terms. The Company needs to repay 5% of the
principal in the first to third periods, and repay
10% of the principal in each of the forth to
ninth periods. The remaining principal will be
repaid up at maturity.

Total 5,221,176

Less: current portion (567,532)

Non-current portion $4,653,644
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As of
December
Debtor 31, 2019

Maturity and Terms

Secured Long-Term Joint $1,200,000 Effective March 30, 2018 to March 30, 2023.

guarantee Loan from Land
Bank of Taiwan and others

Secured Long-Terrdoint credi 350,000
Loan from Land Bank of
Taiwan and others

Secured Long-Term Joint 472,723
guarantee Loan from Taiwz
Cooperative Bank and others

Secured Long-Term Joint 17,963
guarantee Loan from Taiw:
Cooperative Bank

Grace period is 2 years from the initial draw-
down date. The initial draw-down date is
considered the 1st term and the following terms
are defined as every 3 months since then. The
principal is repayable in installments of equal
amount for 13 terms. Interest shall be paid
monthly.

Effective May 2, 2019 to March 30, 2023. The
credit period is five years, and the utilization
period is cyclically used. Interest shall be paid
monthly. It can apply for repayment or
settlement when due. However, the expiry date
of each loan does not exceed the credit period
of the item C, and all outstanding pripals anc
the interest balance should be fully pay off on
the credit expiry date of item C.

Effective July 30, 2019 to July 30, 2024. Grace
period is 2 years from the initial draw-down
date. The initial draw-down date is considered
the 1st term and the following terms ardimied

as every 6 months since then. The principal is
repayable in installments of equal amount for 7
terms. Interest shall be paid quarterly.
Effective May 9, 2019 to May 6, 2022. The
first year pays interest on a quarterly basis.
From the second year on, the principal is
repayable in quarters in 8 installments. The
company needs to repay 8.33% of the principal
in the first to fourth periods, and repay 16.66%
of the principal in each of the fifth to seventh
periods. The remaining principal is repaid once
upon maturity.
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Secured Long-Term Loan from 1,684,613 Effective September 25, 2018 to September 25,
China Development Bank 2026. Grace period is 1 years. the following
terms are defined as every 6 months since then.
The principal and interest are repayable in
installments of equal amount for 15 terms.
Interest shall be paid quarterly.
Secured Long-Term Loan from 839,443 Effective October 23, 2019 to October 22,
China Development Bank 2025. Grace period is 1 year from the initial
draw-down date. The initial draw-down date is
considered the 1st term and the following terms
are defined as every 6 months since then. The
principal is repayable in installments of equal
amount for 8 terms. Interest shall be paid

quarterly.
Total 4,564,742
Less: current portion (380,883)
Non-current portion $4,183,859

(a)0n January 16, 2018, the Company has entered iltyemar agreement of syndicated
loans, with credit line of NT$2,600,000 thousandthw.and Bank of Taiwan and other
banks for the purpose of settling the unpaid loafarce, acquiring machinery and
replenishing operating capital.

In the event that the Company’s financial stateselat not meet with any of the criteria
or restrictions specified, the Company shall imgravin five months starting from April
1 of the following year on the audited financiakcal year. The improvement
documentation proposed by the Company shall alscadmited by certified public
accountants. The Company will not be treated aseach of the loan agreement during
the period of improvement.

On December 25, 2019, the Company has enteredcibtgear agreement of syndicated
loans in credit line of NT$3,000,000 thousand, wittnd Bank of Taiwan and 7 other
banks for the purpose of settling the unpaid loatarce mentioned above and
replenishing operating capital.

(b)The Group has entered into an agreement of egteti loans in credit line of
RMB370,000 thousand with Taiwan Cooperative Band arother banks on On May 6,
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2019. According to the agreement, the Company’suahnrconsolidated financial
statements should meet certain criteria with resfmetiquidatity ratio, liability ratio and

interest expenditure coverage, and the tangible vadtie shall not be less than
RMB1,000,000 thousand.

(c)On September 19, 2019, the Group signed a loatract with China Development Bank
in credit line of USD50,000 thousand. Accordinghe contract, the Company's financial
statements should maintain a specific debt ratronduthe loan period.

(d)As of December 31, 2020 and 2019, the inter&®t intervals for long-term loans were
0.70%~5.70% and 2.38%~5.70%, respectively.

(e)The Group received a low-interest government l@m the Ministry of Economic
Affairs in the amounting NT$120,300 thousands watlterm of 5~7 years and annual
interest rates of 0.70% payable monthly on the Id#l each month. The loan was
recorded under other liabilities-deferred governingrants income. The Group shall
recognize the government grant income when it asopably assured that the Group
meets all the terms of the government grant agraeme

(HPlease refer to Note 8 for more detail of aspétdged as collaterals.
(16) Post-employment benefits

Defined contribution plan

The Company and its domestic subsidiaries adogtfiaet] contribution plan in accordance
with the Labor Pension Act of the R.O.C. Underlthbor Pension Act, the Company and its
domestic subsidiaries will make monthly contribangoof no less than 6% of the employees’
monthly wages to the employees’ individual pensamtounts. The Company and its
domestic subsidiaries have made monthly contribstiof 6% of each individual employee’s
salaries or wages to employees’ pension accounts.

Subsidiaries located in the People’s Republic ah&hwill contribute social welfare benefits
based on a certain percentage of employees’ salarigzzages to the employees’ individual
pension accounts.

Pension benefits for employees of overseas subgsiand branches are provided in
accordance with the local regulations.
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Expenses under the defined contribution plan ferybars ended December 31, 2020 and
2019 are NT$33,418 thousand and NT$32,962 thousaspectively.

Defined benefits plan

The Company and its domestic subsidiaries adogtfiaetl benefit plan in accordance with
the Labor Standards Act of the R.O.C. The pensanehts are disbursed based on the units
of service years and the average salaries in #tarlanth of the service year. Two units per
year are awarded for the first 15 years of serwdeite one unit per year is awarded after the
completion of the 18 year. The total units shall not exceed 45 unitadés the Labor
Standards Act, the Company and its domestic swdgdi contribute an amount equivalent to
2% of the employees’ total salaries and wages onoathly basis to the pension fund
deposited at the Bank of Taiwan in the name oftlrainistered pension fund committee.

Before the end of each year, the Company and itsedtic subsidiaries assess the balance in
the designated labor pension fund. If the amouirtadequate to pay pensions calculated for
workers retiring in the same year, the Company immdomestic subsidiaries will make up
the difference in one appropriation before the ehilarch the following year.

The Ministry of Labor is in charge of establishiagd implementing the fund utilization plan
in accordance with the Regulations for Revenuepghditures, Safeguard and Utilization of
the Labor Retirement Fund. The pension fund issteein-house or under mandation, based
on a passive-aggressive investment strategy fog-term profitability. The Ministry of
Labor establishes checks and risk management misahdrased on the assessment of risk
factors including market risk, credit risk and lidjty risk, in order to maintain adequate
manager flexibility to achieve targeted return with over-exposure of risk. With regard to
utilization of the pension fund, the minimum eagsrnin the annual distributions on the final
financial statement shall not be less than theiegsnattainable from the amounts accrued
from two-year time deposits with the interest radéfered by local banks. Treasury Funds
can be used to cover the deficits after the approtghe competent authority. As the
Company does not participate in the operation amtagement of the pension fund, no
disclosure on the fair value of the plan assetsgmaized in different classes could be made
in accordance with paragraph 142 of IAS 19. TheuBrexpects to contribute NT$3,988
thousand to its defined benefit plan during theridhths beginning after 31 December 2020.
As of December 31, 2020 and 2019, the maturitiethefCompany’s defined benefit plan
were expected in 2037 and 2036.
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Pension costs recognized in profit or loss forybars ended December 31, 2020 and 2019:

For the year ended December 31,

2020 2019
Current period service costs $131 $187
Net interest of defined benefit 481 652
Previous period service cost - -
Settlement - -
Total $612 $839

Changes in the defined benefit obligation andvalue of plan assets are as follows:

As of
Dec. 31, 2020Dec. 31, 2019 Jan. 1, 2019
Defined benefit obligation $90,364  $88,214 $84,523
Plan assets at fair value (31,476) (30,303) (28,272)
Other non-current liabilities — net defined benefit
liability on the consolidated balance sheets $58,888 $57,911 $56,251

Reconciliation of liability (asset) of the definbdnefit plan is as follows:

Present value of Net defined

defined benefit Fair value of benefit liability

obligation plan assets (asset)
As of January 1, 2019 $84,523 $(28,272) $56,251
Current period service costs 187 - 187
Net interest of defined benefit 980 (328) 652

Past service cost, gains and losses arising from
settlements - - -
Subtotal 1,167 (328) 839
Remeasurement of net defined benefit
liability(asset):
Actuarial gains and losses arising from changes
in demographic assumptions 1,013 - 1,013
Actuarial gains and losses arising from changes
in financial assumptions 4,698 - 4,698




English Translation of Financial Statements andifkates Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)

(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

Experience adjustments (37) - (37)

Re-measurement on defined benefit assets - (942) (942)

Subtotal 5,674 (942) 4,732
Payments from the plan (3,150) 3,150 -
Contributions by employer - (3,911) (3,911)
Effect of exchange rates - - -
As of December 31, 2019 88,214  (30,303) 57,911
Current period service costs 131 - 131
Net interest of defined benefit 732 (251) 481

Past service cost, gains and losses arising from
settlements - - -
Subtotal 863 (251) 612
Remeasurement of net defined benefit
liability(asset):
Actuarial gains and losses arising from changes

in demographic assumptions 7 - 7
Actuarial gains and losses arising from changes -
in financial assumptions 5,744 5,744
Experience adjustments (398) - (398)
Re-measurement on defined benefit assets - (1,000) (1,000)
Subtotal 5,353 (1,000) 4,353
Payments from the plan (4,066) 4,066 -
Contributions by employer - (3,988) (3,988)
Effect of exchange rates - - -
As of December 31, 2020 $90,364 $(31,476) $58,888

The following significant actuarial assumptions ased to determine the present value of
the defined benefit obligation:

As of December 31,

2020 2019
Discount rate 0.43% 0.83%
Expected rate of salary increases 3.00% 3.00%

Sensitivity analysis:
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Effect on the defined benefit obligation

2020 2019
Increase Decrease Increase Decrease
defined benefi defined benefi defined benef defined benefi

obligation obligation obligation obligation
Discount rate increase by 0.5% $- $(343) $- $(7,079)
Discount rate decrease by 0.5% 410 - 7,828 -
Future salary increase by 0.5% 69 - 7,616 -
Future salary decrease by 0.5% - (63) - (6,970)

The sensitivity analyses above are based on a ehan@ significant assumption (for
example: change in discount rate or future saldwgping all other assumptions constant.
The sensitivity analyses may not be representativan actual change in the defined benefit
obligation as it is unlikely that changes in asstioms would occur in isolation of one
another.

There was no change in the methods and assumpieed in preparing the sensitivity
analyses compared to the previous period.

(17)Equity
(a)Common stock

As of December 31, 2020 and 2019, the Company$ficaaed capital were both
NT$6,000,000 thousand, each share at par of NTH1® Company’s paid-in capital were
both NT$5,108,984 thousand, divided into 510,8%8 et Each share has one voting right
and a right to receive dividends.

(b)Additional paid-in capital

As of December 31,

2020 2019
Additional paid-in capital $1,784,270 $1,784,270
All changes in interests in subsidiaries 825,638 825,638
Other 31,239 31,239

Total $2,641,147 $2,641,147
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According to the Company Act, the capital reseriallsnot be used except for making

good the deficit of the Company. When a companwrsao loss, it may distribute the

capital reserves related to the income derived ftbm issuance of new shares at a
premium or income from endowments received by timagany. The distribution could be

made either in cash or in the form of dividend skdao its shareholders in proportion to
the number of shares being held by each of them.

(c)Retained earnings and dividend policies

(1)Distribution of earnings

The Articles of Incorporation, current year's eags , if any, shall be distributed in the
following order:

vPayment of all taxes and dues;

viOffset prior years’ operation losses;

viiSet aside 10% of the remaining amount after @¢édg items (a) and (b) as legal
reserve;

viiiThe distribution of the remaining portion, ifng, will be recommended by the
Board of Directors and resolved in the shareholdeegting.

(2)Dividend policy

The policy of dividend distribution should refléeictors such as the current and future
investment environment, fund requirements, domestetinternational competition and
capital budgets, as well as the interest of theestudders, share bonus equilibrium and
long-term financial planning etc. The Board of Bies shall make the distribution
proposal annually and present it at the sharehslldegeting for final approval. And by
the Company’s policy, the portion of cash dividestll not be less than 10% of total
shareholders’ bonus.

(3)Legal reserve

According to the Company Act, the Company has toaséde an amount for legal
reserve from current year’s earnings until suclallegserve reaches the total authorized
capital. The legal reserve can be used to make gwodeficit of the Company. When
the Company incurs no loss, it may distribute tbeipn of legal reserve which exceeds
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25% of the paid-in capital either by shares or &sic

(4)Special reserve

Following the adoption of T-IFRS, the FSC on Ap8) 2012 issued Order No.
Financial-Supervisory-Securities-Corporate-1010@&528vhich sets out the following
provisions for compliance:

On a public company's first-time adoption of théFRS, for any unrealized revaluation
gains and cumulative translation adjustments (¢gamsorded to shareholders’ equity
that the company elects to transfer to retainediegs by application of the exemption
under IFRS 1, the company shall set aside an egomadunt of special reserve.
Following a company’s adoption of the T-IFRS foe tpreparation of its financial
reports, when distributing distributable earningsshall set aside to special reserve,
from the profit/loss of the current period and timedistributed earnings from the
previous period, an amount equal to “other net didiis from shareholders’ equity for
the current fiscal year, provided that if the comphas already set aside special reserve
according to the requirements in the preceding tpdirshall set aside supplemental
special reserve based on the difference betweeantioeint already set aside and other
net deductions from shareholders’ equity. For aulgsequent reversal of other net
deductions from shareholders’ equity, the amouwxnsed may be distributed.

As of December 31, 2020 and 2019, special resatvaside for the first-time adoption
of T-IFRS amounted to NT$175,749 thousand.

The appropriations of earnings for the years 202D 2019 were approved through the
Board of Directors’ meetings and shareholders’ mgstheld on March 25, 2021 and

June 22, 2020, respectively. The details of theidigions are as follows:

Dividend per share

Appropriation of earnings (in NT$)
2020 2019 2020 2019
Legal reserve $51,437 $123,220
Special reserve (209,687) 165,263
Common stocla cash dividend 561,988 919,617 11 1.8

Total $403,738  $1,208,100




English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

Please refer to 6(22) for detail on employees’ cemsption and remuneration to
directors and supervisors.

(d)Non-controlling interests

For the year ended
December 31,

2020 2019

Beginning balance $3,696,934 $3,441,029
Profit attributable to non-controlling interests 172,248 83,953
Other comprehensive income, attributable to non-

controlling interests, net of tax:

Exchange differences resulting from translating the

financial statements of a foreign operation 61,903 (147,707)

All changes in interests in subsidiaries - 354,955
Others - (35,296)
Issuance of employees share options by the subgidia 36,972 -
Ending balance $3,968,057 $3,696,934

(18) Share-based payment plans

Certain employees of the Group are entitled to esbased payment as part of their
remunerations; services are provided by the empye return for the equity instruments
granted. These plans are accounted for as equttgeésshare-based payment transactions.

(a)Share-based payment plan for employees of th&diary

On May 15, 2020, the subsidiary was authorizedhgy $Shareholders’ meeting to issue
employee share options with a total number of 8{@80dsands units. Each unit entitles an
optionee to subscribe for one share of the subgidiommon shares. Settlement upon
the exercise of the options will be made througé igsuance of new shares by the
subsidiary. The optionee may exercise the optioreccordance with certain schedules as
prescribed by the plan starting 12 months fromgifamt date.
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The fair value of the share options is estimatethatgrant date using a binomial option
pricing-model, taking into account the terms andditbtons upon which the share options
were granted.

The contractual term of each option granted isysars. There are no cash settlement
alternatives. The Group does not have a past peaaf cash settlement for these
employee share options.

The relevant details of the aforementioned shased@ayment plan are as follows:
Total number of share options Exercise price of share

Date of grant granted (in thousands) options (in dollars)
2020.05.15 8,080 RMB 3.13

The following table lists the inputs to the modealed for the plan granted during the
period ended 31 December 2020:

For the year ended December 31, 2020

Expected volatility (%) 52.3%~59.0%
Risk-free interest rate (%) 1.54%~1.77%
Expected option life (Years) 2~4 years

Option pricing model Binomial option pricing model

The expected life of the share options is baseHistorical data and current expectations
and is not necessarily indicative of exercise pastehat may occur. The expected
volatility reflects the assumption that the histativolatility over a period similar to the
life of the options is indicative of future trendshich may also not necessarily be the
actual outcome.

The following table contains further details on #ferementioned share-based payment
plan:
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For the year ended December 31, 2020
Number of share Weighted average

options exercise price of
outstanding share options  (in
(in thousands) dollars)
Outstanding at beginning of period - -
Granted 8,080 RMB 3.13
Forfeited - -
Exercised - -
Expired - -
Outstanding at end of period 8,080 RMB 3.13

Exercisable at end of period -

For share options granted during the period, RMB 2.85~3.23
weighted average fair value of those options
at the measurement date (in dollars)

The information on the outstanding share optionsf&d December 2020, is as follows:

Weighted average remaining
exercise price contractual life (Years)

As at 31 December 2020
share options outstanding at the RMB 3.13 6 Years
end of the period

The expense recognized for employee services retdor the year ended 31 December
2020, is shown in the following table:

For the year ended
December 31,2020

Total expense arising from equity-settled shareethas
payment transactions $36,972

No modification or cancellation of share-based paytmplan has occurred in the year
ended 31 December 2020.
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(19) Operating revenue

For the year ended
December 31,
2020 2019

Revenue from customer contracts
Sale of goods $7,401,277 $7,627,684

Revenue arising from rendering of services 20,252 48,889
Total $7,421,529 $7,676,573

Analysis of revenue from contracts with customemrg) the years ended December 31,
2020 and 2019 are as follows:

(a)Disaggregation of revenue

Analysis of revenue from contracts with customdusing the years ended December 31,
2020 are as follows:

Semi-conductor

business Solar business Total
Sale of goods $7,401,277 $- $7,401,27
Rendering of services 20,252 - 20,25:
Total $7,421,529 $- $7,42152¢

The timing for revenue recognitiph
At a point in time $7,421,529 $- $7,421,52

Analysis of revenue from contracts with customergng) the years ended December 31,

2019 are as follows:

Semi-conductor

business Solar business Total
Sale of goods $7,627,684 $- $7,627,684
Rendering of services 48,889 - 48,889
Total $7,676,573 $- $7,676,573

The timing for revenue recognitiph
At a point in time $7,676,573 $- $7,676,573
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(b)Contract balances
A. Contract liabilities

As of
Dec. 31, 2020 Dec. 31, 2019 Jan. 1, 2019
Sales of goods $553,611 $611,497 $763,195
Current $25,622 $22,966 $2,889
Non-current 527,989 588,531 760,306
Total $553,611 $611,497 $763,195

Analysis of contract liabilities during the yearsded December 31, 2020 are as

follows:
Sales of goods
The opening balance transferred to revenue $(83,988)
Increase in receipts in advance during the period 26,102

(excluding the amount incurred and transferred to
revenue during the period)

Analysis of contract liabilities during the yearsded December 31, 2019 are as

follows:

Sales of goods
The opening balance transferred to revenue $(211,876)
Increase in receipts in advance during the period 60,178

(excluding the amount incurred and transferred to
revenue during the period)

(20)Expected credit losses (gains)

For the year ended December 31,
2020 2019

Operating expenses — Expected credit losses (gains)
Account receivables $2,702 $711
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Please refer to Note 12 for more details on craskt

The Group measures the loss allowance dfatke receivables (including notes receivable and
accounts receivable) at an amount equal to lifetxgected credit losses. The assessment
of the Group’s loss allowance as of December 32020hd 2019 are as follow:

A. The Group needs to condsider the grouping of tradeivables by counter-parties’ credit

rating, by geographical region and by industry @eand its loss allowance is measured by
using a provision matrix. Details are as follow:

2020.12.31
Past due
Neither past 91-120 121-180
due (Note) <=90 days days days 181-365 days>=365 days Total
Gross carrying amount  $1,575,518  $192,618 $3,669 $284 $- $87,601  $1,859,690
Loss ratio 0.33% 1% 5% 10% 50% 100%
Lifetime expected credit
losses (5,166) (1,926) (183) (28) - (87,601) (94,904)
Carrying amount of trade
receivables $1,570,352  $190,692 $3,486 $256 $- $- $1,764,786
2019.12.31
Past due
Neither past 91-120  121-180
due (Note) <=90 days days days 181-365 days>=365 days Total
Gross carrying amount  $1,505,762 $187,096 $- $- $- $87,675 $1,780,533
Loss ratio 0.18% 1% 5% 10% 50% 100%
Lifetime expected credit
losses (2,735) (1,871) - - - (87,675) (92,281)
Carrying amount of trade
receivables $1,503,027 $185,225 $- $- $- $- $1,688,252

Note: all the Group’s note receivables were not gdas.

B. The movement in the provision for impairment of estreceivable and accounts
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receivable for the years ended December 31, 20@@@h9 are as follows:

Notes Accounts

receivable receivable

Beginning balancas of January 1, 2020 $- $92,281
Addition (reversal) for the current period - 2,702
Effect of exchange rate - (79)
Ending balances ofDecember 31, 2020 $- $94,904
Notes Accounts

receivable receivable

Beginning balancas of January 1, 2019 $- $91,689
Addition (reversal) for the current period - 711
Effect of exchange rate - (119)
Ending balancas ofDecember 31, 2019 $- $92,281

(21)Leases
(a)Group as a lessee
The Group leases various properties, including essdte such as land and buildings,
machinery and equipment. The lease terms range fra:50 years. The Group is not

allowed to loan, sublease or sell without obtairtimg consent from the lessors.

The Group’s leases effect on the financial posjtforancial performance and cash flows
are as follow:

A. Amounts recognized in the balance sheet

()Right-of-use assets
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Machinery and

Land equipment Total
Cost:
2020.01.01 $662,633 $- $662,633
Additions - - -
Transfer - - -
Disposals (15,817) - (15,817)
Exchange differences 8,469 - 8,469
2020.12.31 $655,285 $- $655,285
Depreciation and impairment:
2020.01.01 $20,137 $- $20,137
Depreciation 19,956 - 19,956
Transfer - - -
Disposals - - -
Exchange differences (162) - (162)
2020.12.31 $39,931 $- $39,931

Machinery and

Land equipment Total
Cost:
2019.01.01 $388,741 $49,832 $438,573
Additions 285,935 - 285,935
Transfer - (47,852) (47,852)
Disposals (547) - (547)
Exchange differences (11,496) (1,980) (13,476)
2019.12.31 $662,633 $- $662,633
Depreciation and impairment:
2019.01.01 $- $29,928 $29,928
Depreciation 20,137 1,595 21,732
Transfer - (30,259) (30,259)
Disposals - - -
Exchange differences - (1,264) (1,264)

2019.12.31 $20,137 $- $20,137
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Net carrying amount:
2020.12.31 $615,354 $- $615,354

2019.12.31 $642,496 $- $642,496

Please refer to Note 8 for more detail right-of-use assets under pledge.

(iLease liabilities

As of December 31,

2020 2019
Lease liabilities $55,179 $77,312
Current $5,542 $6,899
Non-current 49,637 70,413
Total $55,179 $77,312

Please refer to Note 6(23)(c) for the interestemsé liabilities recognized during the
year ended December 31, 2020 and 2019, and refdlotel2(5) Liquidity Risk
Management for the maturity analysis for leaseilliggs as at December 31,2020

and 2019.
B. Income and costs relating to leasing activities

For the year ended December 31,
2020 2019
Short-term leased expense (rental expense) $79,513 $80,015

The portfolio of short-term leases of the GroupMuch it is committed at the end of
the reporting period is dissimilar to the portfolibshort-term leases to which the short-
term lease expense disclosed above and the ambitsmtaase commitments is NT$0.

For the year ended December 31, 2020, the Compmognized NT$456 thousand as
income to account the rent concession arising @diseat consequence of the covid-19
pandemic as a variable lease payment.



English Translation of Financial Statements andifkates Originally Issued in Chinese

WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)

(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

C. Cash outflow relating to leasing actest

For the year ended December 31,

2020

2019

Cash outflow relating to leases amount

$85,903

101,

(22) Summary of employee benefits, depreciationandrtization by function is as follows:

For the year ended December 31,
2020 2019
Cost of Cost of
goods sol|Operating goods sol|Operating
costs | expense| Total costs | expenses Total
Employee benefits
Salaries & wages $689,703424,83%$1,114,538 $659,378 $454,603$1,113,981
Labor and health insurange 63,594 11,288 74,882 62,056 10,770 72,826
Pension 27,421 6,609 34,030| 27,364 6,437| 33,801
Other employee benefits 172,968 23,322 196,290( 155,810 23,065 178,875
Depreciation 983,158 155,221 1,138,379| 791,562 152,713| 944,275
Amortization 481 9,772 10,253 373 5,494 5,867

According to the resolution, no higher than 2% aifip of the current year is distributable
as remuneration to directors and supervisors anildwer than 5% of profit of the current
year is distributable as employees’ compensatianwév¥er, the company’s accumulated
losses shall have been covered. The Company mag,rbgolution adopted by a majority
vote at a meeting of Board of Directors’ attendgdtWwo-thirds of the total number of
directors, have the profit distributable as empésyeompensation in the form of shares or
in cash; and in addition thereto a report of sustridution is submitted to the shareholders’
meeting. Information on the Board of Directors’ akegion regarding the employees’
compensation and remuneration to directors andrgispes can be obtained from the
“Market Observation Post System” on the websitthefTWSE.

Based on profit of the year ended 31 December 20020Company estimated the amounts
of the employees’ compensation and remuneratiatiréztors and supervisors for the year
ended 31 December 2020 to be 6.73% of profit ofciimeent year and 0.94% of profit of

the current year, respectively, recognized as eyeplobenefits expense. As such,



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

employees’ compensation and remuneration to direeod supervisors for the year ended
31 December, 2020 amount to NT$ 45,000 thousand\Ndi$d6,300 thousand, respectively.

The Company estimated the amounts of the emplayeeshpensation and remuneration to
dircetors and supervisors for the year ended 3mber 2019 to be 5.17% of profit of the

current year and 0.55% of profit of the currentryeaspectively, recognized as employee
benefits expense.

The Company’s Board has determined the employeesipensation and directors’
renumeration, all in cash, to be NT$45,000 thousarmdiNT$6,300 thousand, respectively,
in a meeting held on March 25, 2021. No materiefetences exist between the estimated
amount and the actual distribution of the emplogeruses and remuneration to directors
for the year ended December 31, 2020.

Actual distribution of employees’ compensation argmuneration to directors and
supervisors of 2019 amount to NT$75,000 thousarmdNir$7,000 thousand, respectively,
whereas the estimated amount accrued in the fiastatements for the year ended 31
December 2019 were NT$75,000 thousand and NT$8,0@usand, respectively.
Differences between the estimated amount and tiv@lagistribution of the remuneration to
directors and supervisors are NT$0 and NT$1,00044m0d because the estimated amount
changed were recognized in profit or loss of theseguent year in 2020.

(23) Non-operating income and expenses

(a)Other income

For the year ended
December 31,

2020 2019
Financial assets measured at amortized cost
Interest income $13,528 $23,888
Other income- others 404,358 65,096

Total $417,886 $88,984




English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

(b)Other gains and losses

For the year ended
December 31,

2020 2019
Gains (losses) on disposal of property, plant apdpgnent
a produced by demolition $- $386,243

Gains (losses) on disposal of property, plant apdpgnent 10,275 58,270
Gains (losses) on disposal of investments - 142
Foreign exchange gains (losses), net (18,002) (17,678)
Gains (losses) on financial assets at

fair value through profit or loss 801 1,494
Gains (losses) on lease modification 1,365 -
Others (22,777) (32,844)
Impairment loss on property, plant and equipment (4,000) (78,938)
Impairment loss on long-term prepayments for makeri - (34,615)
Total $(32,338) $282,074

(c)Finance costs

For the year ended
December 31,

2020 2019
Interest on borrowings from bank $186,885  $124,286
Interests on lease liabilities 1,439 2,005
Total $188,324 $126,291

(25) Components of other comprehensive income

For the year ended December 31, 2020
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Tax relating to

Other components ¢

Reclassificatiot comprehensiv

other

Other

comprehensiv

Arising during  during the  income, pre- comprehensiv income, net o
the period period tax income tax
Not to be reclassified to profit or loss in
subsequent periods:
Remeasurement of defined benefit plans $(4,353) $- $(4,353) $- $(4,353)
Unrealized gain (losses) from equity 172,834 172,834 - 172,834
instruments investments measured at fair
value through other comprehensive
income
May be reclassified to profit or loss in
subsequent periods:
Exchange differences arising on translating
of a foreign operations 98,756 - 98,756 - 98,756
Total of other comprehensive income $267,237 $- $267,237 $- $267,237
For the year ended December 31, 2019
Tax relating to
Other components ¢ Other
Reclassificatiot comprehensiv other comprehensiv

Not to be reclassified to profit or loss in
subsequent periods:
Remeasurement of defined benefit plans $(4,732)
Unrealized gain (losses) from equity (8,112)
instruments investments measured at fair
value through other comprehensive
income
May be reclassified to profit or loss in
subsequent periods:
Exchange differences arising on translating

of a foreign operations (304,858)

Arising during  during the  income, pre- comprehensiv income, net o
the period period tax income tax

$- $(4,732) $- $(4,732)

- (8,112) - (8,112)

- (304,858) - (304,858)

$- $(317,702) $- $(317,702)

Total of other comprehensive income $(317,702)
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(25) Income tax
(a)The major components of income tax expenseifieg are as follows:

Income tax expense (income) recognized in profibss

For the year ended
December 31,

2020 2019
Current income tax expense (income):
Current income tax charge $226,530 $174,031
Adjustments in respect of current income tax obipri
periods 15,135 60,360
Deferred tax expense (income):
Deferred tax expense (income) relating to origoratinc
reversal of temporary differences (1,080) (784)
Total income tax expense $240,585  $233,607

(b)A reconciliation between tax expense and theyebof accounting profit multiplied by
applicable tax rates is as follows:

For the year ended
December 31,
2020 2019
Accounting income before tax from continuing opienas $931,551 $1,549,761

Tax payable at the enacted tax rates $324,196  $317,071
Tax effect of revenues exempt from taxation (146,852) (96,691)
Tax effect of expenses not deductible for tax psgso 39,007 13,385
Tax effect of deferred tax assets/liabilities 8,131 (72,640)
Surtax on undistributed earnings 968 12,121
Adjustments in respect of current income tax obipri

periods 15,135 60,361

Total income tax expense recognized in profit sslo $240,585  $233,607
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(c)Deferred tax assets (liabilities) relaigthe following:

For the year ended December 31, 2020

Deferred tax
income
Beginning (expense) Ending balance

balance as Jan. recognized in Effect of tax Exchange as of Dec. 31,

1, 2020 P/L rate change  differences 2020
Temporary differences
Unrealized loss on inventory valuation ~ $23,750 $(490) $- $- $23,260
Unrealized exchange loss(gain) 1,764 (1,016) - - 748
Pension expense gain 1,967 - - - 1,967
Unrealised intragroup profits and losses 7,400 2,000 - - 9,400
Unpaid liability transferred to revenue 275 - - - 275
Accumulated compensated absences
expense 2,960 80 - - 3,040
Bonus payable 1,724 218 - - 1,942
Bad debt expenses 570 199 - - 769
Other expense 235 89 - (180) 144
Deferred tax income/ (expense) $1,080 $- $(180)
Net deferred tax assets/(liabilities) $40,645 $41,545
Reflected in balance sheet as follows:
Deferred tax assets $40,645 $41,545

Deferred tax liabilities $- $-
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For the year ended December 31, 2019

Deferred tax
income
Beginning (expense) Ending balance

balance as Jan. recognized in Effect of tax Exchange as of Dec. 31,

1, 2019 P/L rate change  differences 2019
Temporary differences
Unrealized loss on inventory valuation  $25,901 $(2,151) $- $- $23,750
Unrealized exchange loss(gain) (325) 2,089 - - 1,764
Pension expense gain 1,967 - - - 1,967
Unrealised intragroup profits and losses 7,400 - - - 7,400
Unpaid liability transferred to revenue 275 - - - 275
Accumulated compensated absences
expense 2,993 (33) - - 2,960
Bonus payable 1,146 578 - - 1,724
Bad debt expenses 184 386 - - 570
Other expense 246 (85) - 74 235
Deferred tax income/ (expense) $784 $- $74
Net deferred tax assets/(liabilities) $39,787 $40,645
Reflected in balance sheet as follows:
Deferred tax assets $40,112 $40,645
Deferred tax liabilities $(325) $-

(d)Unrecognized deferred tax assets

As of December 31, 2020 and 2019, deferred taxsfsat have not been recognized as
they may not be used to offset future taxable pp@mount to NT$298,815 thousand and
NT$353,735 thousand, respectively.

(e)Unrecognized deferred tax liabilities relatioghe investment in subsidiaries

The Group did not recognize any deferred tax lighibr taxes that would be payable on
the unremitted earnings of the Group’s overseassigdidties, as the Group has
determined that undistributed profits of its sulzsiés will not be distributed in the

foreseeable future. As at December 31, 2020 an@,28& taxable temporary differences
associated with investment in subsidiaries, forolwhdeferred tax liability has not been
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recognized, aggregate to NT$262,823 thousand arg2R,023 thousand, respectively.

(NThe following table contains the informationwfused tax losses of the Group:

The Company

Unused tax losses
As of Dec. 31, As of Dec. 31,

Year 2020 2019 Maturity
2017 $- $186,525 2027
Subsidiaries
Unused tax losses
As of Dec. As of Dec. 31,
Year 31, 2020 2019 Maturity
2012 $164 $193 2022
2013 186 186 2023
2014 121 121 2024
2015 190 190 2025
2017 - 19,843 2022
2019 232 - 2024
2020 208,634 - 2025
I I Total $209,527 $20,533

(g)The assessment of income tax returns

As at December 31, 2020, the status of tax autherdassessment of the income tax
returns of the Company and its subsidiaries iDbgwWs:

The assessment of income tax returns

The Company Assessed and approved up to 2018
Subsidiary- Heli-Vantech Corp. Assessed and approved up to 2018
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(26)Earnings per share

Basic earnings per share are calculated by dividieg profit for the year attributable to
ordinary equity holders of the parent entity by theighted average number of ordinary

shares outstanding during the year.

Diluted earnings per share are calculated by digidhe net profit attributable to ordinary

equity holders of the parent entity (after adjugtfor interest on the convertible preference
shares) by the weighted average number of ordislayes outstanding during the year plus
the weighted average number of ordinary sharesabatd be issued on conversion of all the

dilutive potential ordinary shares into ordinarnasds.

(a) Basic earnings per share

Profit attributable to ordinary equity holders b&étCompany

(in thousand NT$)

Weighted average number of ordinary shares outstgridr
basic earnings per share (in thousand shares)

Basic earnings per share (in NT$)

(b)Diluted earnings per share

Weighted average number of ordinary shares outstgradter
dilution of the Company (in thousand shares)

Weighted average number of ordinary shares outstgridr
basic earnings per share (in thousand shares)

Effect of dilution:

Employee bonua stock (in thousand shares)
Weighted average number of ordinary shares outstgradter
dilution (in thousand shares)

Diluted earnings per share (in NT$)

For the year ended
December 31,

2020 2019

$518,718 $1,232,201

510,898 510,898

$1.02 $2.41

$518,7  $1,232,201

@.0,8 510,898

1,815 2,684
512,713 513,582
$1.01 $2.40

There were no other transactions involving ordinahares or potential ordinary shares
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between the reporting date and the date of conopleti the financial statements.
(27)The changes of the ownership interests isigigries

Acquisition of additional interest in a subsidiary

On May 2019, the Group acquired an additional 6.28%he voting shares of Silicon

Technology Investment (Cayman) Corp., increasirgy dvnership to 85.38%. A cash
consideration of USD10,591,400 thousand (equivalemMT$328,616 thousand) was paid to
the non-controlling interest shareholders. The yoagr amount of Silicon Technology

Investment (Cayman) Corp. net assets (excludinglgoon the original acquisition) was

NT$3,960,322 thousand. Following is a schedule ddfiteonal interest acquired in Silicon

Technology Investment (Cayman) Corp. including gjenin non-controlling interests and
adjustments to accumulated other comprehensivenaco

Cash consideration paid to non-controlling shareésl $(328,616)
Increase (decrease) to non-controlling interests 243,005)
Difference recognized in capital surplus or retdiearning within equity $(84,711)

Acquisition of new shares in a subsidiary not iogmrtionate to ownership interst

The Group’s holding interest on one of its subsidsg Wafer Works (Shanghai) Corp., has
been reduced to 56.75% due to surrendering itsemet right on the subsidiary’s cash
offerrings in September in 2019.

As a result of the cash offerrings, the Group nembiadditional cash of NT$744,742
thousand and the carrying amount of Wafer Worksa(§hai) Corp.’s net assets (excluding
goodwill on the original acquisition) became NT$%®B580 thousand. Details of reduction on
Wafer Works (Shanghai) Corp.’s equity, includingaeges in non-controlling interests and
adjustments to accumulate other comprehensive iacw@re listed below.

Additional cash received from the offerrings 7427
Increase (decrease) to non-controlling interests 98,860)
Difference recognized in capital surplus or retdiearning within equity $145,882

(28)Subsidiary that has material non-controllinggrasts

Financial information of subsidiary that has matienion-controlling interests is as below:
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Proportion of equity interest held by non-contradliinterests:

As of December 31,

Name Country 2020 2019

Silicon Technology Investment Cayman 14.62% 14.62%
(Cayman) Corp

Wafer Works (Shanghai) Corp. China 43.25% 43.25%

As of December 31,

2020 2019
Accumulated balances of material non-controlling
interest:
Silicon Technology Investment (Cayman) Corp. $635,942 $598,784
Wafer Works (Shanghai) Corp. $3,332,115 $3,098,150

For the year ended December 31,

2020 2019
Profit/(loss) allocated to material non-controlling
interest:
Silicon Technology Investment (Cayman) Corp. $27,359 $(164)
Wafer Works (Shanghai) Corp. $144,889 $84,117

The summarized financial information of this suleig is provided below. This information
Is based on amounts before inter-company eliminatio

Silicon Technology Investment (Cayman) Corp. andfevaWorks (Shanghai) Corp.
summarized information of profit or loss for theay® ended December 31, 2020 and 2019

were as follows:

For the year ended December 31,

2020 2019
Wafer Works Wafer Works
(Shanghai) (Shanghai)
Silicon Corp. Silicon Corp.
Operating revenue $4,014,586 $4,014,586 $4,993,626 $4,993,626

Profit/loss from continuing
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operation 331,992 334,978 100,276 217,323
Total comprehensive income 491,989 455,459 (162,480) (53,627)

Silicon Technology Investment (Cayman) Corp. sunizedr information of financial
position is as follows:

As of December 31,

2020 2019
Current assets $4,008,893 $4,612,728
Non-current assets 10,433,135 8,181,308
Current liabilities 3,456,795 2,420,207
Non-current liabilities 3,379,059 3,259,645

Wafer Works (Shanghai) Corp. summarized informatibfinancial position is as follows:

As of December 31,

2020 2019
Current assets $3,971,814 $4,570,687
Non-current assets 10,433,135 8,181,308
Current liabilities 3,370,641 2,329,532
Non-current liabilities 3,379,059 3,259,645

Silicon Technology Investment (Cayman) Corp. andfevaWorks (Shanghai) Corp.
summarized cash flow information is as follows:

For the year ended December 31,

2020 2019
Wafer Works Wafer Works
(Shanghai) (Shanghai)
Silicon Corp. Silicon Corp.

Operating activities $596,453 $636,283 $986,955 $666,817
Investing activities (2,662,727) (2,662,727) (3,191,434) (3,191,434)
Financing activities 1,193,833 1,193,833 2,995,327 3,540,656
Net increase/(decrease) in (762,496) (759,637) 754,087 716,580

cash and cash equivalents

7. Related party transactions
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(a)Key management personnel compensation

For the year ended
December 31,

2020 2019
Short-term employee benefit $33,806  $45,773
Post-employment benefit 651 648
Total $34,457 $46,421

8. Assets pledged as collateral

Carrying amount

As of Dec. 31,
Assets pledged for security 2020 2019 Secured liabilities
Refundable deposits $3,872 $3,872 Litigation deposit
Notes receivable 80,534 - Short-term loans
Financial assets measured at amortized 62,605 73,810 Customs duty guarantee
cost-current and loans

Financial assets measured at amortized 88,508 - Long-term loans
cost-current

Financial assets measured at amortized 9,967 9,967 Land leased
cost-noncurrent

Property, plant and equipment — land 259,131 259,131 Long-term loans

Property, plant and equipment — buildings 2,384,953 2,436,259 Long-term loans

Property, plant and equipment — machinery 519,44« 1,500,448 Long-term loans
and equipment

Property, plant and equipment — machinery 5,217 4,944 Long-term loans
and equipment

Property, plant and equipment — machinery 6,443 16,518 Long-term loans
and equipment

Property, plant and equipment — 457,417 448,621 Long-term loans
construction in progress and equipment
awaiting inspection

Right-of-use assets — land 277,154 285,381 Long-term loans

Right-of-use assets — land 283,673 280,712 Performance guarantee

Total $4,438,918%$5,319,663
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9. Significant contingencies and unrecognized emtftcommitments

(@)The Group’s unused letters of credit (LC) aBetember 31, 2020 were as follows:

Currency LC Amount Security
uUSD uUSD 678thousand RMB 6,921 thousand
EUR EUR 134 thousand RMB 1,200 thousand
USD USD  59,400thousand RMB 5,049 thousand

The security are classified under financial assetasured at amortized cost-current.

(b)As of December 31, 2020, outstanding contrasltsted to the purchased property, plant and
equipment were as follows:

Type of Asset Total Amount ~ Amount paid to date Amount outstanding
Construction in progress $700,063 $642,577 $57,486
Equipment 3,372,968 2,919,568 453,400
Total $4,073,031 $3,562,145 $510,886

(c)The Company entered into a purchase contraciiterial with Supplier A for the period
from January 1, 2008 through December 31, 2018tHer purpose to stabilize material
sources and to enhance the relationship with tippler. As of December 31, 2020, the
Company paid the supplier USD2,310 thousand asdefie deposits and recovered it.

(d)The Company entered into a nine-year materatymement agreement with an international
supplier B for period from January 1, 2009 througecember 31, 2017 for stabilizing
material sources and to enhance the relationship the supplier. On Januay 22, 2016, the
agreement has been effectively extended for theunatat July 31, 2019. Under the
agreement, installment prepayments which are toffiset by the Company’s future purchase
orders were agreed and paid by the Company.

The Company signed a 12-year and a 14-year pwect@astracts with Supplier C for the
period from January 1, 2009 through December 31,628nd January 1, 2008 through
December 31, 2016 for stabilizing the material sesrand to enhance the relationship with
the supplier. On July 31, 2015, the agreements Hmeen effectively extended for the
maturities at December 31, 2020 and December 322,20espectively. Under the
agreements, installment prepayments which are tooffset by the Company’s future
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purchase orders were agreed and paid by the Company

The Company entered into a 3-year material procarg agreement with an international
supplier D for period from September 1, 2015 thto®gptember 30, 2018 for stabilizing
material source and to enhance the relationship wie supplier. Under the agreement,
installment prepayments which are to be offset iy €Company’s future purchase orders
were agreed and paid by the Company.

The total balance of prepayment for supplier Bar@d D as of December 31, 2020 was NT$
513,659 thousand. However, the Company, in asgedsair future economy, has provided
an impairment in amount of NT$236,952 thousand faBDecember 31, 2020 against the
prepayment.

Supplier E filed a lawsuit against the Company ataimed NT$44,903 thousand for the

damage alleging the Company failed to fulfill itsligation. On August 20, 2015, the Taiwan

High Court decided that the Company shall pay sapd NT$9,600 thousand plus interest
calculated at 5% annual interest rate for the plefiom October 9, 2013 to the settlement
date. However, both the Company and supplier EapdeOn January 10, 2018, the Taiwan
High Court decided that the Company shall pay sapd NT$7,680 thousand plus interest
calculated at 5% annual interest rate for the plefiom October 9, 2013 to the settlement
date. The Company has further filed an appeal ¢oStapreme Court on February 2, 2018.
Meanwhile, supplier E has also filed a third insemppeal and claimed that the Company
shall pay NT$27,132 thousand plus the statutorer@st. On September 18, 2020, the
Supreme Court decided that the Company shall paplien E NT$7,680 thousand plus

interest calculated at 5% annual interest ratetlier period from October 9, 2013 to the

settlement date. The Company paid in full as ofdddwer 31, 2020.

(e)To extend long-term business, the Company coab@e with its customers via strategic
alliances. During 2010, the Company signed a langitsale contract with its customers A.
The Company will provide the silicon wafer solarit® customers from August 22, 2010 to
August 1, 2018. The contract regulated the obligetithat customers should fulfill orders and
the Company could receive advance payment by Imstat. As customers fulfill an
obligation of orders, and the Company could oftsginst sales by advance sales receipts. As
of December 31, 2020, the outstanding balance d#187185 thousand was showed as the
contract liability.
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To extend long-term business, the Company co-tgerevith its customers via strategic
alliances. During 2008, the Company signed a l@mgitsale contract with its customers B.
The Company will provide the silicon wafer solarit® customers from January 1, 2009 to
September 30, 2017. The contract regulated thgatins that customers should fulfill orders
and the Company could receive advance payment $taliment. As customers fulfill an
obligation of orders, and the Company could oftgginst sales by advance sales receipts. As
of December 31, 2020, the outstanding balance o$48T,865 thousand was showed as
advance sales receipts.

However, during the contract period, customer B midd fulfill its obligation in accordance
with the terms of the contract. On January 13, 2@ié Company therefore filed a damages
claim to the Hsinchu District Court. On October 2817, the Hsinchu District Court decided
in favor of the Company that customer B shall pathe Company NT$500,000 thousand plus
the interest calculated at 5% annual interestfmatéhe period from December 23, 2015 to the
settlement date in addition to a prepayment of BS#I0 thousand to be confiscated by the
Company. Customer B appealed to the Taiwan HightG@auOctober 31, 2017. On January 6,
2021, the Taiwan High Court dismissed the appeaveikheless, the case has been
appealed to the Supreme Court as of the issuaneetithe financial statements.

To extend long-term business, the Company cooperatith its customers via strategic
alliances. During 2011, the Company signed the-kengn sale contract with its customers C.
The contract regulated the obligations that custemsbould fulfill orders and the Company
could receive advance payment by installment. Astazuers fulfill an obligation of orders,

and the Company could offset against sales by advsales receipts.

The Company has entered into a long-term sale agnmeewith its customer D in the term
from January 1, 2018 to December 31, 2023 for a@rey long-term business and
establishing long-term strategic alliances relatiothh downstream suppliers. The Company is
entitled to receive in advance specific paymen@ninnstallment basis while customer D shall
put its purchase orders in compliance with the leggan within the agreement by using its
prepayment. As of December 31, 2020, the Compaagisaance sales receipts amounted to
NT$ 27,115 thousand.

The Company has entered into a long-term sale agneewith its customer E in the term

from July 1, 2017 to December 31, 2020 for develgdong-term business and establishing
long-term strategic alliances relation with doweam suppliers. The Company shall provide
the semi-conductor products to customer E in aeoure with the contract price and the
agreed quanity set forth in the agreement.
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The Company has entered into a long-term sale agmetewith its customer F in the term from
July 1, 2018 to March 31, 2021 for developing Idagn business and establishing long-term
strategic alliances relation with downstream sugrpli The Company is entitled to receive in
advance specific payments in an installment basisewcustomer F shall put its purchase
orders in compliance with the regulation within #greement by using its prepayment.

The Company has entered into a long-term sale agmeewith its customer G in the term

from October 1, 2018 to September 30, 2021 for ldgvweg long-term business and

establishing long-term strategic alliances relatiothh downstream suppliers. The Company is
entitled to receive in advance specific paymen@ninnstallment basis while customer G shall
put its purchase orders in compliance with the leggan within the agreement by using its
prepayment. As of December 31, 2020, the Compamyisract liabilities receipts amounted to
NT$ 24,824 thousand.

(g)As of December 31, 2020, the Company grantedaaamtee endorsement for Wafer Works
Epitaxial Corp. and Zhengzhou Airport Economy ZowaferWorks Technology Corp.
amounting to NT$142,400 thousand and NT$ 262,680¢and, respectively.

(h)As of December 31, 2020, the Group issued & uarantee of NT$22,500 thousand to the
bank for the purpose of importing goods.

10.Losses due to major disasters

None.

11.Significant subsequent events

For the purpose of enhancing the independence ef Gompany, reducingffiliated
transactions , and avoiding industiympetition the board of directors of the subsidiary, Wafer
Works (Shanghai) Corp., proposed in a board medigld on March 3, 2021, to split and
establish a new company. Wafer Works (Shanghaip Gueitl retain the management functions
on the headquarters and engage in the epitaxialgration business, while the newly
established company plans to be responsible forsthall-size polishing wafer and ingot
business. After the split, the shareholding stmgctf the two companies is consistent with the
Company’s existing shareholding structure. As of financial report date, the board of
directors’ and the shareholders’ have not yet psefda feasible plan.
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12. Others

(1)Categories of financial instruments

Financial assets

As of December 31,

2020 2019

Financial asset at fair value through P/L.:

Mandatorily measured at fair value through P/L $9,171 $8,370

Financial assets at fair value through OCI 223,068 67,568
Financial assets measured at amortized cost

Cash and petty cash 3,256,837 4,579,019

Restricted assets 161,080 83,777

Notes receivables 159,735 260,735

Accounts receivables 1,685,585 1,427,517

Other receivables 31,441 354,712
Total $5,526,917  $6,781,698

Financial liabilities

As of December 31,

2020 2019
Financial liabilities at amortized cost:
Short-term loans $2,205,581  $1,784,108
Payable 1,811,290 1,720,343
Long-term loans (current portion included) 5,221,176 4,564,742
Lease liabilities (including current portion) 55,179 77,312
Total $9,293,226  $8,146,505

(2)Financial risk management objectives and pdicie

The Group’s principal financial risk managementeative is to manage the market risk,
credit risk and liquidity risk related to its openg activates. The Group identifies measures
and manages the aforementioned risks based onrthgpG policy and risk appetite.

The Group has established appropriate policiexguhares and internal controls for financial
risk management. Before entering into significaahsactions, due approval process by the
Board of Directors and Audit Committee must beiedrout based on related protocols and
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internal control procedures. The Group compliehwg financial risk management policies
at all times.

(3)Market risk

Market risk is the risk that the fair value of freucash flows of a financial instrument will
fluctuate because of the changes in market priglesket prices comprise currency risk,
interest rate risk and other price risk (such astggisk).

In practice, it is rare that a single risk variakl@l change independently from other risk
variable, i.e. there are usually interdependentiesveen risk variables. However the
sensitivity analysis disclosed below does not taki® account the interdependencies
between risk variables.

Foreign currency risk

The Group’s exposure to the risk of changes inijor@xchange rates relates primarily to
the Group’s operating activities (when revenue xpesise are denominated in a different
currency from the Group’s functional currency) @hd Group’s net investments in foreign
subsidiaries.

The Group has certain foreign currency receivatdelse denominated in the same foreign
currency with certain foreign currency payablegréfiore natural hedge is received. The
Group also uses forward contracts to hedge thegioreurrency risk on certain items
denominated in foreign currencies. Hedge accournitimpt applied as they did not qualify
for hedge accounting criteria. Furthermore, asimetstments in foreign subsidiaries are for
strategic purposes, they are not hedged by thepgGrou

The foreign currency sensitivity analysis of thesgible change in foreign exchange rates on
the Group’s profit is performed on significant mtarg items denominated in foreign
currencies as at the end of the reporting perib@. Group’s foreign currency risk is mainly
related to the volatility in the exchange rates flmeign currency. The information of the
sensitivity analysis is as follows:

When NTD strengthens/weakens against USD by 1%, ptiodit for the years ended
December 31, 2020 and 2019 is increased/decreasBd $2,872 thousand and NT$6,054



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

thousand, respectively.

When NTD strengthens/weakens against RMB by 1%, ptodit for the years ended
December 31, 2020 and 2019 is increased/decreagetTi$(32,946) thousand and
NT$(16,909) thousand, respectively.

Interest rate risk

Interest rate risk is the risk that the fair vadfduture cash flows of a financial instrument
will fluctuate because of changes in market interates. The Group’s exposure to the risk
of changes in market interest rates relates priynrithe Group’s investments with variable
interest rates, bank borrowings with fixed interasés and variable interest rates.

The interest rate sensitivity analysis is perforradtems exposed to interest rate risk as at
the end of the reporting period, including investtseand borrowings with variable interest
rates and interest rate swaps. At the reporting, dathange of 10 basis points of interest rate
in a reporting period could cause the profit far ffears ended December 31, 2020 and 2019
to increase/decrease by NT$7,346 thousand and R4S$6housand, respectively.

Equity price risk

The fair value of the Group’s listed and unlistepligy securities are susceptible to market
price risk arising from uncertainties about futwedues of the investment securities. The
Group’s listed equity securities, including fairlwa through other comprehensive income.
The Group manages the equity price risk througterdification and placing limits on
individual and total equity instruments. Reportstbe equity portfolio are submitted to the
Group’s senior management on a regular basis. Thep® Board of Directors reviews and
approves all equity investment decisions.

At the reporting date, a change of 1% in the poicthe listed companies stocks classified as
equity instruments investments measured at faevéhrough other comprehensive income
could have an impact of NT$2,231 and NT$677 oneiipaity attributable to the Group for
the year ended December 31, 2020 and 2019, respigcti

Please refer Notel2.8 for sensitivity analysis rimfation of other equity instruments or
derivatives that are linked to such equity instrateewhose fair value measurement is
categorized under Level 3.



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

(4)Credit risk management

Credit risk is the risk that the counterparty witht meet its obligations under a contract,
leading to a financial loss. The Group is exposearedit risk from operating activities

(primarily for accounts receivables and notes reddes) and from its financing activities,

including bank deposits and other financial instenits.

Credit risk is managed by each business unit suligeche Group’s established policy,
procedures and control relating to credit risk ngemaent. Credit limits are established for
all counter parties based on their financial positirating from credit rating agencies,
historical experience, prevailing economic conditend the Group’s internal rating criteria
etc. Certain counter parties’ credit risk will albe managed by taking credit enhancing
procedures, such as requesting for prepaymentsarance.

As of December 31, 2020 and 2019, receivables tt@rtop ten customers were accounted
for 51.63% and 50.15% of the Group’s total accourdseivable, respectively. The
concentration of credit risk is relatively insigodént for the remaining receivables.

Credit risk from balances with banks, fixed incoseeurities and other financial instruments
is managed by the Group’s treasury in accordante twe Group’s policy. The Group only
transacts with counterparties approved by the miadlecontrol procedures, which are banks
and financial institutions, companies and governmentities with good credit rating.
Consequently, there is no significant credit rigkthese counterparties.

The Group adopted IFRS 9 to assess the expected losses. Except for the loss allowance
of trade receivables is measured at lifetime exukedaredit losses, the remaining debt
instrument investments which are not measuredra¢déue through profit or loss, low credit
risk for these investments is a prerequisite upmueition and by using their credit risk as a
basis for the distinction of categories.

Financial assets are written off when there is ealistic prospect of future recovery (the
issuer or the debtor is in financial difficultiestmankruptcy).
(5)Liquidity risk management

The Group’s objective is to maintain a balance leetwcontinuity of funding and flexibility
through the use of cash and cash equivalents, yhitipid equity investments, bank



English Translation of Financial Statements andifkates Originally Issued in Chinese

WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

borrowings, etc.The table below summarizes the ntgtprofile of the Group’s financial

liabilities based on the contractual undiscounteginpents and contractual maturity. The
payment amount includes the contractual intere$ie Tndiscounted interest payment
relating to borrowings with variable interest raegxtrapolated based on the estimated yield
curve as of the end of the reporting period.

Non-derivative financial instruments

Less than 1 Overthan 5
year l1to2years 2to3years 31to4years 4to5years years Total

As of Dec. 31, 2020
Loans $2,995,732 $1,185,496 $1,532,323 $1,349,329 $977,701 $101,437 $8,142,018
Payables 1,811,290 - - - - - 1,811,290
Lease Liabilities 6,846 6,846 6,846 6,846 6,846 27,384 61,614
As of Dec. 31, 2019
Loans $2,801,391 $1,080,748 $1,411,419 $930,903 $611,148  $372,251 $7,207,860
Payables 1,720,343 - - - - - 1,720,343
Lease Liabilities 8,736 8,736 8,736 8,736 8,736 43,680 87,360

(6)Movement schedule of liabilities arising fromdncing activities

Movement schedule of liabilities for the year en@istember 31, 2020:

As of January 1, 2020

Cash flows
Non-cash changes

Lease range changes -

Interests on lease liabilities -

Other

Currency rate change -

As of December 31, 2020

Guarantee Total liabilities

Short-term  Long-term deposit Lease from financing
borrowings borrowings  received liabilities activities

$1,784,108 $4,564,742 $65,708 $77,312  $6,491,870

421,473 666,742 (45,936) (6,390) 1,035,889

- - (17,182) (17,182)

- - 1,439 1,439

- (2,387) - - (2,387)

(7,921) - - (7,921)

$2,205,581 $5,221,176 $19,772 $55,179  $7,501,708

Movement schedule of liabilities for the year en@stember 31, 2019:
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Guarantee Total liabilities
Short-term  Long-term deposit Lease from financing
borrowings borrowings  received liabilities activities
As of January 1, 2019 $1,297,360 $2,565,300 $76,988 $86,483  $4,026,131
Cash flows 486,748 2,039,456 (11,280) (11,176) 2,503,748
Non-cash changes
Interests on lease liabilities - - - 2,005 2,005
Currency rate change - (40,014) - - (40,014)

As of December 31, 2019 $1,784,108 $4,564,742 $65,708 $77,312  $6,491,870

(7)Fair values of financial instruments

(@)The methods and assumptions applied in detemgirthe fair value of financial
instruments:

The fair value of the financial assets and lialetitare included at the amount at which the
instrument could be exchanged in a current traisabetween willing parties, other than
in a forced or liquidation sale. The following metls and assumptions were used to
estimate the fair values:

I. The carrying amount of cash and cash equivalesmtsounts receivable, accounts
payable and other current liabilities approximéatartfaire value.

ii. For financial assets and liabilities tradedain active market with standard terms and
conditions, their fair value is determined basednmarket quotation price (including
listed equity securities and bonds) at the repgrdate.

iii. The fair value of derivative financial instrient is based on market quotations. For
unquoted derivatives that are not options, the failue is determined based on
discounted cash flow analysis using interest ragédycurve for the contract period.
Fair value of option-based derivative financialtinments is obtained using the option
pricing model.

iv. The fair value of other financial assets arabilities is determined using discounted
cash flow analysis. The interest rate and discoat& are selected with reference to
those of similar financial instruments.



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

(b)Fair value of financial instruments measuredrabrtized cost

The carrying amount of the Group's financial asaets$ liabilities measured at amortized

cost approximate their fair value.
(c)Fair value measurement hierarchy for finangiatnruments

Please refer to Note 12.8 for fair value measureienarchy for financial instruments of

the Group.
(8)Fair value measurement hierarchy

(a)Fair value measurement hierarchy

All asset and liabilities for which fair value measured or disclosed in the financial
statements are categorized within the fair val@eanchy, based on the lowest level input
that is significant to the fair value measurementavhole. Level 1, 2 and 3 inputs are

described as follows:

Level 1 — Quoted (unadjusted) market prices invactarkets for identical assets or
liabilities that the entity can access at the mesament date

Level 2 — Inputs other than quoted prices includétiin Level 1 that are observable for
the asset or liability, either directly or indirct

Level 3 — Unobservable inputs for the asset oilitgb
For assets and liabilities that are recognizedha financial statements on a recurring

basis, the Group determines whether transfers lo@eerred between Levels in the
hierarchy by re-assessing categorization at theoéedch reporting period.

(b)Fair value measurement hierarchy of the Groap&ets and liabilities

The Group does not have assets that are measufaid \&lue on a non-recurring basis.
Fair value measurement hierarchy of the Group’'etasand liabilities measured at fair
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value on a recurring basis is as follows:

As of December 31, 2020
Level 1 Level 2 Level 3 Total

Financial assets:
Financial assets at fair value through
profit or loss
Convertible bond $9,171 $- $- $9,171
Financial assets at fair value through
other comprehensive income
Equity instruments investments $218,370
measured at fair value through

4

$4,698 $223,068

other comprehensive income

As of December 31, 2019
Level 1 Level 2 Level 3 Total

Financial assets:

Financial assets at fair value through

profit or loss

Convertible bond $8,370 $- $-  $8,370

Financial assets at fair value through

other comprehensive income

Equity instruments investments $62,622 $

measured at fair value through
other comprehensive income

$4,946 $67,568

Transfers between Level 1 and Level 2 during threode

During the Years ended December 31, 2020 and 20&%e were no transfers between
Level 1 and Level 2 fair value measurements.

Reconciliation for fair value measurements in Le8ebf the fair value hierarchy for
movements during the period is as follows:
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Beginning balances as of January 1, 2020
Total gains and losses recognized for the yearceBageember 31, 2020:
Amount recognized in OCl(presented in “Unrealizesing (losse:
from equity instruments investments measured avédire throug
other comprehensive income”)
Currency rate change
Ending balances as of December 31, 2020

Beginning balances as of January 1, 2019
Total gains and losses recognized for the yearceBageember 31, 2020:
Amount recognized in OCl(presented in “Unrealizesing (losse:
from equity instruments investments measured atviue throug
other comprehensive income”)
Currency rate change
Ending balances as of December 31, 2019

Total gains and losses recognized in profit or fosshe year ended December 31, 2020
and 2019 in the table above both contain gainsl@sgks related to assets on hand as of

December 31, 2020 and 2019 in amount of NT$0.
Information on significant unobservable inputs &uation

The valuation of recurring fair value measuremesategorized within Level 3 of the fair

value hierarchy of December 31, 2020 and 2019 waeigelow:

As of December 31, 2020

Liabilities(Assets)

At fair value
through OCI

Stock

$4,946

653
(901)

$4,698

Liabilities(Assets)

At fair value
through OCI

Stock

$5,067

321
(442)

$4,946
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Relationship
Significant Quantitative between inputs ar Sensitivity of the input to
Valuation techniquesunobservable inputsinformation fair value fair value
Financial assets:
At fair value
through OCI
Stock Market approach Discount for lack of 25% The higher the 1% increase (decrease) in
marketability discount for lack o the discount for lack of

marketability, the marketability would result

lower the fair value¢in decrease (increase) in

of the stocks the Group’s equity by
NT$470 thousand
As of December 31, 2019
Relationship
Significant Quantitative between inputs ar Sensitivity of the input to
Valuation techniquesunobservable inputsinformation fair value fair value
Financial assets:
At fair value
through OCI
Stock Market approach Discount for lack of 25% The higher the 1% increase (decrease) in
marketability discount for lack o the discount for lack of

marketability, the marketability would result

lower the fair value¢in decrease (increase) in

of the stocks the Group’s equity by
NT$495 thousand

Valuation process used for fair value measuremeateqgorized within Level 3 of the fair
value hierarchy

The Group’s Department is responsible for validatihe fair value measurements and
ensuring that the results of the valuation areine Wwith market conditions, based on
independent and reliable inputs which are condist&h other information, and represent
exercisable prices. The Department analyses theements in the values of assets and
liabilities which are required to be re-measuredre+assessed as per the Group’s
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accounting policies at each reporting date.
(9)Significant assets and liabilities denominatefbreign currencies

Information regarding the significant assets aabilities denominated in foreign currencies
is listed below:

As of December 31, 2020
Foreign Foreign
currencies  exchange rate NTD

Financial assets

Monetary items:
uUsD $99,955 28.48 $2,846,678
RMB $207,408 4.35 $902,654

Financial liabilities

Monetary items:
uUsD $89,870 28.48 $2,559,492
RMB $961,584 4.37 $4,197,315

As of December 31, 2019
Foreign Foreign
currencies  exchange rate NTD

Financial assets

Monetary items:
USD $104,988 29.98 $3,147,543
RMB $349,153 4.30 $1,500,481

Financial liabilities

Monetary items:
USD $84,793 29.98 $2,542,110
RMB $742,607 4.30 $3,191,340

The above information is disclosed based on theyiogr amount of foreign currency (after
conversion to functional currency).

The Company’s functional currency is variety. ltncaot be disclosured the foreign



English Translation of Financial Statements andiff@tes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

exchange gains or losses on monetary financiatsass®l financial liabilities with each
significant influence. The Foreign exchange gaintosses of the Company amounted to
NT$(18,002) thousand and NT$(17,678) thousand otspdy for the years ended
December 31, 2020 and 2019.

(10) Capital management

The primary objective of the Group’s capital mammagat is to ensure that it maintains a
strong credit rating and healthy capital ratiogiider to support its business and maximize
shareholder value. The Group manages its capitadtate and makes adjustments to it, in
light of changes in economic conditions. To maimtar adjust the capital structure, the
Group may adjust dividend payment to shareholdetsrn capital to shareholders or issue
new shares.

13. Other disclosure

(3)The following are additional disclosures for thempany and its affiliates as required by the
R.O.C. Securities and Futures Commission:

a. Financing provided to others for the year eridedember 31, 2020: None.

b. Endorsement/Guarantee provided to others foryder ended December 31, 2020:
Please refer to Attachment 1.

c. Securities held as of December 31, 2020 (exctudubsidiaries, associates and joint
ventures): Please refer to Attachment 2.

d. Individual securities acquired or disposed ofhwaccumulated amount exceeding the
lower of NT$300 million or 20 percent of capitabsk for the year ended December 31,
2020: None.

e. Acquisition of individual real estate with amoesceeding the lower of NT$300 million
or 20 percent of capital stock for the year endeddmnber 31, 2020: None.

f. Disposal of individual real estate with amourteeding the lower of NT$300 million or
20 percent of capital stock for the year ended Diez 31, 2020: None.
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g. Related party transactions for purchases anes sanounts exceeding the lower of
NT$100 million or 20 percent of capital stock ftvetyear ended December 31, 2020:
Please refer to Attachment 3.

h. Receivables from related parties with amounteeding the lower of NT$100 million
or 20 percent of capital stock as of December 8202Please refer to Attachment 4.

i. Financial instruments and derivative transactidsone.

j. Other: Significant intercompany transactionswestn the parent with subsidiaries or
among subsidiaries were disclosed in Attachment 10.

(4)Information on investees:

A. If an investor controls operating, investing dmancial decisions of an investee or an
investor has the ability to exercise significanfiuance over operating and financial
policies of an investee, the related informatiom fbe investee is disclosed (not
including investment in Mainland China): Pleaserab Attachment 5.

B. If an investee is controlled by an investor, thiatezl information for the investee shall
be disclosed as the same as Note 13(1):

(&) Financing provided to others for the year endedember 31, 2020: Please refer to
Attachment 6.

(b) Endorsement/Guarantee provided to others ferytbar ended December 31, 2020:
Please refer to Attachment 1.

(c) Securities held as of December 31, 2020 (exotudubsidiaries, associates and joint
ventures): Please refer to Attachment 7.

(d) Individual securities acquired or disposed ofhwaccumulated amount exceeding
the lower of NT$300 million or 20 percent of capittock for the year ended
December 31, 2020: None.

(e) Acquisition of individual real estate with anmiiexceeding the lower of NT$300
million or 20 percent of capital stock for the yemded December 31, 2020: None.
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() Disposal of individual real estate with amoumtceeding the lower of NT$300
million or 20 percent of capital stock for the yemded December 31, 2020: None.

(g) Related party transactions for purchases ated sanounts exceeding the lower of
NT$100 million or 20 percent of capital stock féretyear ended December 31,
2020: Please refer to Attachment 8.

(h) Receivables from related parties with amountseeding the lower of NT$100
million or 20 percent of capital stock as of DecemB1, 2020: Please refer to

Attachment 9.

() Financial instruments and derivative transatiiaNone.



English Translation of Financial Statements andikates Originally Issued in Chinese

WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)

(Amounts Expressed in Thousands of New Taiwandd®lnless Otherwise Specified)

(3) Information on investments in Mainland China:

B. Investee company name, main businesses and gispdatal amount of capital, method of investmemizumulated inflow and outflow of
investments from Taiwan, net income (loss) of itwescompany, percentage of ownership, investmerime (loss), book value of
investments, cumulated inward remittance of eashargd limits on investment in Mainland China:

Amount in thousand; Currency denomination in NTDesn otherwise specified
Accumulated | = Accumulated Net
_ nvestment Flows . Percentag _ Accumulated
Main Total Amount Outflow of Outflow of  |income(loss Investment Carrying _
Investee . o Method of ) of ) Inward Remittance
Business an| of Pain-in Investment fron Investment from of investee | income(loss)| Value as of _
company ) Investment ] ) Ownershig . of Earnings as of
Product Capital Taiwan as of | Outflow | Inflow Taiwan as of | company recognized |Dec. 31, 2020
Dec. 31, 2020
Jan. 1, 2020 Dec. 31, 2020
Wafer Works  |Wafer
] $2,458,462 $156,241 $3,688,831
(Shanghai) Corpmanufacturing - $510,951 $- $- $510,951 $322,485 48.45% $-
(Note1&3) (Note3,4&13)| (Note3,4&13)
(Notel0) industry
Wafer
Wafer Works $2,042,950 $372570 $1,200,980
o manufacturing - $516,782 $- $- $516,782 $372,570 48.45% $-
Epitaxial Corp. (Note3&6) (Note3,4&13)| (Note3,4&13)
industry
Wafer Works  [Wafer
$475,766 $41,911 $216,170
(Yangzhou) manufacturing Note 2 $- $- $- $- $41,911 48.45% $-
(Note3&7) (Note3,4&13)| (Note3,4&13
Corp. industry
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Wafer Works  [Wafer
$3,055,371 $219,643 $1,478,218
(Zhengzhou) |manufacturing Note 8 $- $- $- $- $239,990 48.45% $-
(Note3&8) (Note3,4&13)| (Note3,4&13
Corp. industry
Zhengzhou Aiport
Wafer
Economy Zone $654,722 $(5,045) $314,656
manufacturing Note 9 $- $- $- $- $(5,045)|  48.45% $-
WaferWorks (Note3&9) (Note3,4&13)| (Note3,4&13
industry
Technology Corp
HuaXin (Shanghg
Selling $30,211 $8,778 $39,850
Technology Co., Note 12 $- $30,211 $- $30,211 $8,778 100.00% $-
business (Notell) (Note3,4&13)| (Note3,4&13
Ltd.

Accumulated Investment in Mainland Investment Amounts Authorized by
Investee company China as of Dec. 31, 2020 Investment Commission, MOEA Upper Limit on Investment

Wafer Works (Shanghai) Corp. $510,951 $681,037 Note 5

Wafer Works Epitaxial Corp. $516,782 $1,484,699 Note 5

Wafer Works (Yangzhou) Corp. $- $- Note 5

Wafer Works (Zhengzhou) Corp. $- $- Note 5
Zhengzhou Airport Economy Zong $- $- Note 5
WaferWorks Technology Corp.

HuaXin (Shanghai) Technology Co., $30,211 $30,211 Note 5

Ltd.




Note 1:

Note 2:
Note 3:
Note 4:
Note 5:

Note 6:

Note 7:

Note 8:

Note 9:
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56.7469% shares of Wafer Works (Shanghai) Corp.edwoy Silicon Technology Investment (Cayman) Cdpt 85.3773% shares of Silicon
Technology Investment (Cayman) Corp. owned by W¥ferks Investment Corp. Therefore, Wafer Works (®jai) Corp. indirectly invested by
Wafer Works Corp.

Wafer Works (Shanghai) Crop. invested directly tafé@¥ Works (Yangzhou) Crop.

Foreign currencies were converted into New Taiwaltads based on exchanged rate on December 31, 2020

The investment income (loss) recognized under yaquéthod and by calculation was based on auditech@ial statements.

The Company qualified and approved by Taiwan, R.Qdvernment to be operation headquarter in Taitvaus there are no limitation of investee in
mainland China.

It was a wholy-owned subsidiary by the Companytirect subsidiary, Silicon Technology Investmenay@an) Corp. The Company’s board in a
meeting held on November 10, 2016 has resolvedSiiabn Technology Investment (Cayman) Corp. pgtites in a cash addition conducted by
Wafer Works (Shanghai) Corp. by using all ownershigrest on Wafer Works Epitaxial Corp. As a resiflthe capital addition, Wafer Works
(Shanghai) Corp. owns 100% interest of Wafer Wéargaxial Corp.

The Company’s board in a meeting held on NovemBePQ16 resolved that Wafer Works (Shanghai) Coapticipates in a cash addition conducted
by Wafer Works (Yangzhou) Corp. for 30% ownersinierest.

The Company’s board has resolved on February 16, ¥0afer Works (Zhengzhou) Corp. to be establishemligh Wafer Works (Shanghai) Corp.’s
investment.

Zhengzhou Airport Economy Zone WaferWorks TechnglGgrp. has been established by Wafer Works (Srap@lorp. in November 2019.

Note 10: Wafer Works (Shanghai) Corp. applied for a shamihglrestructuring to become a company limited lgras in September 2019. The registration

procedures were completed on December 17, 2019.

Note 11: The paid-in capital is USD1,000 thousand, equivatie™NT$30,211 thousand.
Note 12: The Company invested directly to Huaxin (Shangfhaghnology Co. Ltd.

Note 13: Transactions between consolidated entities araredied in the consolidated financial statements.
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B. Significant transactions with the investees mimfand China:
(a) Purchase and accounts payable with the relateggaPlease refer to Attachment 10.
(b) Sales and receivables with the related partiesiseleefer to Attachment 10.

(c) The purpose and balance of a note guaranteea @udrantee endorsement or providing for
secure: Please refer to Attachment 1.

(d) The amount of maximum financing, the balanctergst rates, and lump sum interest
expense: None.

(e) The other events’ impact over current profitams or the significant influence of transaction
events over the financial conditions: Please refékttachment 10.

( The aforementioned transaction had been elitathan the consolidated financial statements:
Please refer to Attachment 10.

(4) Information on major shareholders:
None.

14. Segment information

(1) For management purposes, the Group is orgamedusiness units based on their products
and services and has two reportable operating sggrae follows:

Semiconductor business: manufacture and sale oficerductor wafers to companies
operating in wafer industry.

Solar business: trade of multi-Si products.

No operating segments have been aggregated tatierabove reportable operating segments.
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Management monitors the operating results of isr®ss units separately for the purpose of
making decisions about resource allocation and opmdnce assessment. Segment
performance is evaluated based on operating pmfiloss and is measured based on
accounting policies consistent with those in thesobidated financial statements.

Semi-conductor Solar Adjustments &

business business eliminations  Consolidated
For the year ended Dec. 31, 2020
Revenue
External customers $7,421,529 $- $- $7,421,529
Inter-segment - - - -
Total revenue $7,421,529 $- $- $7,421,529
Segment profit $691,350 $(384) $- $690,966

For the year ended Dec. 31, 2019

Revenue

External customers $7,676,573 $- $- $7,676,573
Inter-segment - - - -
Total revenue $7,676,573 $- $- $7,676,573
Segment profit $1,518,893 $(202,739) $- $1,316,154

Information on assets and liabilities of the repbl® segmant.

Semi-conductor Solar Adjustments &
business business eliminations  Consolidated
As of Dec. 31,
2020 $-
Segment assets $23,413,358 $-  $23,413,358
As of Dec. 31,
2019 $-

Segment assets $22,267,264 $-  $22,267,264




English Translation of Financial Statements andifaies Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONNUED)
(Amounts Expressed in Thousands of New Taiwandd®lUnless Otherwise Specified)

(2)Geographical information

(a)Revenue from external customers (Note)

For the year ended December 31,

2020 2019
Taiwan $2,472,563 $2,279,948
China (including Hong Kong) 2,422,015 2,367,224
United States 658,692 1,356,720
Other countries 1,868,259 1,672,681
Total $7,421,529 $7,676,573

Note: The revenue information above is based erabation of the customer.

(b)Non-current assets

As of Decembei31,

2020 2019
Taiwan $4,310,811 $4,391,726
China 10,433,152 8,181,308
United states 805 906
Total $14,744,768 $12,573,940

(3)Information about major customers

For the year ended December 31,
2020 2019
Customer A $885,481 $938,422




ATTACHMENT 1 ( Lndorsement/Cuaranree provided to athers for the vear ended 1Jecember 31, 2020 )

Al the currencies are denominaled n Thousands of New Taiwen Dollars vndess otherwise speeified 1

WAFER WORKS CORP.AND SUBSHMARI

liecerving party
Percentage ol avcumulaled
Limit of Mazxinmm enarantee amonnt to net assets Limit of total Cuarantee Cinarantee Cinarantee Provided
No. guaranleeendorsciuent awount  balanoe lor the Actual amounl Amount of collateral value Fom the alesl (el guaranteeendorseinenl Provaded by Trovided by 1o Subsidiaries n
(Notel) _ lindorser/Guarantor Company naimne Relationship (NoteZ) for recefving party (Noted} period Linding balance provided dorsement statement amount (Note3) Parent Company A Subsidiary Mainland China
0 Wafer Works Carp. Wafer Warks Affiliated Campany $3.634, 180 $151.250 §142.400 $142.400 - 137 $3.634,180 Y N ¥
Epilaxial Comp.
0 Waler Works Corp. Zhengzhou Airport Economy Zone  Allilialed Cormpany $3.634 130 $262,740 $262 620 $148.177 3 2. 89% $3,634,180 Y N Y
WaferWorks Technology Carp.
1 Wafer Works Wafer Works Affiliated Campany $3.6340, 150 S2H62AR8 $2,330,419 51927155 §- 25.857% 3631180 N N Y
{Shanghai) Cormp (ZhengZhou) Corp
1 Waler Works Zhengzhou Airport Economy Zone  Allilialed Conpany $3.634 180 $304.110 §303 030 $222. 266 $- 434% $3,634,180 N N Y
{8hanghai) Corp. WaferWorks Technelogy Corp.

Notel ! Waler Works Corp. and ils subsidianes arc coded as [ollows:
1.Wafer Works Corp. is ended "0,
2 The subsidiaries are coded consceutively begnmme o 1" m (he erder preseoted mthe above (able.
NoteZ : The relatianship between the enarantor of the endarsement and the ohject to be gnarantead is as follows:
1.The company with busmess contacly
2 T'he company directhy and indirectly holds more than 50% of the shares with voting rights
3.Companics Lhat diveetly and indireelly holds more (than 50% ol the shares of (e conpany wilk volmg rights.
A T'he company directhy and indirectly holds more than 90% of the shares with voting rights
5 Where a public company flills its comractual obligations by providing matval endorsenents/suarantees or snoter conpany in the same industry.

6. eompany whase eo-investment relationship is endorsed by all shareholders i praportion to their shareholding ratio,

MNote3 : Aceording o the procedures ol Endorsemuent and Guarantee, the lmitation of endorsement o1 guaraniee lor other subsidiaries shall not execed 40% of the curtent net value ol the Company. Also. the lmitation ol

endorsement or gnarantee for one of the subsidiaries shall not exceed 10% of the current net vahie of Company. bt the limitation of endarsement or guarantee for the Campany shall be up to A0%: of the current net

vahe of one of snbsidiaries,



ATTACIIMENT 2 (Securilies held as ol December 31, 2020) (excluding subsidiaries, associates and joinl venlures)

{ All the currencies are denominated in Thousands ol New Tarwan Dollars unless otherwise specilied )

WAFER WORKS CORP. AND SUBSIDIARIES

Holding Company Sceuritics Type and Name Relationship Financial Statement Account

As at 31 December 2020

Sharcs/Units

Pereentage of
ownership

Book Value (%)

Tair value

Nole

Waler Works Corp. Converlible Bond — Ideal Bike C all
B verlible Bon = & Larporation - T'inancial assels al fair value through profit or
loss.current
Add: Valuation adjusiments ol [inancial assels at
Lair value (hrough profit or loss,current
Total

%0

$9,000 =%

171
$9,171

$9.171



ATTACHMENT 3 ( Relaled parly (ransactions [or purchases and sales amounts exceeding (he lower of 100 million dollars or 20 pereent of capilal stoek for the year ended December 31, 2020 )

{ All the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP. AND SUBSIDIARIES

‘I'ransactions

Derails of hon-arm's lenath transaction

Notes and accounts

receivables(payable)

Percentage of

Purchases tolal purchases Dereentage ol (otal

Company Related parly Relalionship (Sales) Amoun( (sales)(90) Tenm Unil Price Term Balance reecivables(94) Nole

Waler Works Corp, Heliwck Alliliated Company Sules $1,042,749 20.30% Reecived al 60 days alier shipmeni arrival N/A NiA $165,620 13.83% Note
Company Lid. by using telegraphie transler (T T)

Wafer Worls Corp Wafer Works Affiliated Company Sales 8799385 15.57% Received at 600 days after shipment arrival N/A NiA 134,004 11.19% Note
Tiptaxial Conpr. by using welegraphic transler (T T)

Waler Works Corp, HuaXin (Shanghai) Adliliated Company Sales §373.691 7.28% Reeeived al 1530 days alier shipment ammval NiA Nia $301,691 25.19% Notle
Technology Co., Lid. by using telegraphic wransler (T/T)

Waler Works Corp, Waler Works Alliliated Company Purchases $289,975 13.80% Daid a1 60 days alicr shipmenl arrival N/A NiA $- o Nole
Epitaxial Corp. by using lelegraphie transler (T T)

Water Worls Corp Wafer Works Affiliated Company Purchases $286.329 13.62% Paid at 60 days after shipment arrival N/A N/A $(42,084) {B.67T"% Note
(YungZhou) Corp. by using lelegraphie transler (T T)

Waler Works Corp, HuaXin (Shanghai) Alliliated Company Purchases $275.173 13.09%  Daid a1 60 days alicr shipmenl arrival N/A NiA $(85,173) (17.54)% Nole

Technology Co., Lid.

Note ¢+ Transactions belween consolidaied entities are eliminated i the consohidaied linancial sialements.

by using lelegraphie transler (T T)



ATTACHMENT 4 ( Reccivables rom related partics with amounts exceeding the lower of 100 million dollars or 20 percent of capital stock as of December 31, 2020 )

( All the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP. AND SUBSIDIARIES

Overdue receivables

Relationship with Turnover Amounts received in - Allowance for
Company Rclated party the Company Ending Balancc rate(times) Amount Collection status subscquent period  doubtlul accounts
Walcr Works Corp. Helitek Company Affiliated Company  Accounts reccivable 6.03 $- - $116,100 $-
Lid. 5165,620
(Nolc)
Wafer Works Corp. Walcr Works Affiliated Company  Accounts receivable 549 $- - $103,662 $-
Epitaxial Corp. 5134,004
(Note)
Walcr Works Corp. HuaXin (Shanghai) Affiliated Company  Accounts reccivable 2.48 8- - $128,393 $-

Technology Co., Lid.

§5301,691

(Notc)

Note : Transactions between consolidated entities are eliminated in the consolidated financial statements.



ATTACHMENT 5 ( Ifan investor has the ability to exercise significant infhience on investee or has material controlling power on investee }

{ All the enrrencies are denominated in Thousands of New Taiwan Dollars, HKT2, and 178D nnless otherwise specified )

WAFER WORKS CORT. AND SUBSIDTARTES

Tnitial Tnvestment

(Not including investment in Mainland China }

Tnvesrments as of 31 December 2020

Percentage Net income Tivestment
Tnvestor Tnvesree Number of of ownership Book (loss)at’ income (Inss)
Company Company Address Main b and products Ending balance  Bepinning halance shares (%) Vale investes company recognized Note
Wafer Works Corp. . Wafer Works Tnvestment Vistra Corporare Services Cenme,  Tnvesrment Holding Company 118D 62,766 IS 62 766 62,766 226 100.00% §3.951.112 $158,007 §158.007 Nate
Corp Giround Floor NPF Building,
Beach Road, Apia, Samoa.
Wafer Works Clorp. Heli-Vantech Corp No.l, Lo 445, Sec. 2 Tesign, trading and mamifachuring of 5,000 3,000 00,000 100.00% 4717 - - Note
scunconductor matcrials.
. Meishih Rd., Yangmei Township
. Taozyuan County, Taiwan
Water Works Silicon Technology Scotia Centre 4th Floor, Tnvestment Holding Company 118D 43,541 Common stock 1 §5.38% 3.638.116 187,103 159744 Nate
Trvestment Conp. Investment (Cayman) T.O.Box 2804, Georpe towm, TPreferred stockA 6970327
Corp. Grand Cayman, Treferred stockB 36,991,198
Cayman Tsland
Water Works Watermaster Tovestment Vistra Corporare Services Cenme,  Tnvesrment Holding Company TI8D 5,084 118D 5084 3,083 900 100.00% 147 530 {711y (.71 Note
Tnvestment Corp. Corp Giround Floor NPF Building,
Beach Road, Apia, Samoa.
Silicon Sharp Right Limited Ca., Ttd.  Rooms 2006-8.20: Trading Company HED 11 HKD 10 - 100.00% (R8.042) - - Nate
Technology Two Chinachem Fxchange
Tnvestment Square, 338 King's Road,
(Cayman) Corp. North Point, Hong Kong
Wafermaster Helitek Company Lid. 4033 Clipper CT Fremint, Manufacturing and trading of UsD 2,200 TISD 2,200 3,400,000 100.00% 147515 {1,704y {1.704) Note
scunconductor matcrials.
Tnvestment Corp. CA94538-6540 (Preterred stock 2,000,000)

Nore | Transactions between consolidared entities are eliminated in the consalidated financial starements



ATTACHMENT 6 ( Financing provided ro others for the vear ended December 31, 2020 )

(Al the enrrencies are denominated in Thonsands of New Taiwan Dollars nnless otherwise specified )

WAFER WORKS CORP. AND SUBSIDIARTES

. Limit of fi
Linsmeral Maximum Nature of | Amount ol sales o Allowanes Collateral I OTINANGIOG ) 411t of total
NO. i . . Actual amonnt - : Reason for | _ ) amennt for - N
. T ender Cemnrer-party acconnring, Related Party [ balanee for the | Lnding balace Torerest rate | financing | (purchases from) for donbrinll B financing,
(Notel) - ’ N provided = Anancing mdvidual
account perind (Note 2) counter-party = accomnnts. amount
Liem Value conmter-parly
1 Wafer Worles Fpitaxial Corp. | Wafe Warles (Zhenprhou) Corp. Oither receivables Yes $153.265 5 S| 5.4375% 2 $- Business & - 5- $405 761 S495.761
-related parties hunover (Note 3) {Note 3)
1 Wafer Works Fpitaxial Corp. | Zhengzhou Airport Feonomy Zone | Other receivables Yes $131.370] $131.310 SI3L310]  4.3500% 2 3 Business S - 5- $495.761 5495761
WaterWorks Technology Corp. -related parties hunover (Note 3} {Note 3)

Note |: WAFER WORKS CO_, Ttd. and subsidiaries are coded as follows:

I WAFFR WORKS €O Lrd. is coded 0"

2 The subsidiaries are coded consecutively beginning from "1" in the order presented in the table ahove

Note 2: Nahure of financing is coded as follows:

| Meed for operating is coded "1™

2 Need for short term financing is coded "2".

Note 3: Water Works Fpitaxial Corp. limit of total financing amount shall not exceed 20% of net assets of value as of December 31, 2020.

Timit of financing amonnt for individual connter-party shall not excesd 10% of net assets and not exceed 20% of the lender’s net assets valie as of Tecember 31,




ATTACTIMENT 7 (Sceuritics held as of December 31, 2020) (excluding subsidiarics, associates and joint ventures)

{ All the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP. AND SUBSIIMARITES

As of December 31, 2020

Pereentage of

ownership
TTolding Company Sceuritics Type and Name Relationship Tinancial Statement Account Shares/Tnits Book Value (%0) Tair valuc
Waler Works Can Yang Investmenls Limited - Finaneial asset al [alr value through OCLnoncurrent 153.488 $17.088 0.20% $4,608
Invesiment Corp. T.oss: financial assets (12,390)
at fair value through other comprehensive
income, valuation adjustments
Net
$4,698
Waler Works Solargiga Energy Holdings Limiled - Financial asset al [air value through OCLnoncurrent 195,194,822 §312,017 6.2089% $215,085
Investment Corp. Toss: financial asscts {96,932)
al [air value through other comprehensive
ineome, valuaiion adjustments
Net 5215,085
Heli-Vantech Corp. New Solar Power Corp. - Finaneial asset al [air value through OCLnoncurrent 230,542 $35.484 0.01% $3,285
T.oss: financial asscts (2,199

al [air value through other comprehensive
income, valuaiion adjustments

Net

$3.285



ATTACHMENT & ( Related party mansactions for pirchases and sales amonnt exceeding the lower of 100 million dollars or 20 percent of capital stock for the vear ended December 31, 2020 )

{ All the eurrencies are denominated in Thonsands of New Taiwan Dollars unless otherwise specitied b

WAFER WORKS CORP. AND SUBSIDIARIES

Tremsuctions

Detals of non-arw's length ansacuon

Percentage of

Notes and accounts

recervablosipayable)

Purchase (sales) Purchases tatal purchases Percentage of tatal

cowpHy Counterparly Relationship (Sales) Amount {sales) (%) Term Unit Price Term Ralance receivahles{ %) Note

Waler Works Lipilaxial Corp. Walcr Works Corp. Alllated Comnpany Sales $289.975 8.76% Recerved at 60 dave aller shipment araval NiA Nia $- -4 Nole
by usiug telegraphic transler (171

Wafer Works (YVangZhon) Corp. Water Works Corp Alliliated Company Sales $286,329 97.26% Roeverved at 60 davs alter shipment anaval N NiA 542,084 61.81% Nole
by using telegraphic mansfer (171

HuaXin (Shanghai) Wafer Works Carp Adfiliated Company Sales $275,173 40520 Received at 60 days after shipmenr arrival Nih NiA 585,173 25 6% Naote:
Technology Co, Trd. by using relegraphic transfer (T:T)

Waler Works (Zhengzhow) Corp. Waler Works Upituxial Corp Allilinted Cotnpany Sukes $1,015,162 75.16% Reveived at 60 days afler shipmen! arvival NiA NiA 236,875 62.16% Nole
by using relegraphic transfer (T/T)

Waler Works (Zhengehou) Corp. LluaXm (Shangha) Alhaed Cornpany Sales $251,201 15.674% Roverved at 60 days aller shipment amaval N NiA $127.561 33.18% Nole
Teehmology Co., Lid. by usmg telegraphne wansler (171

Wafer Works Fpitaxial Corp. Water Works (Zhengzhou) Corp. Alllated Comnpany Purchases $1,015,162 A2.27% Paid al 60 days afler shipuent arival NA Nia $(236,875) (56.16)% Nole
by usiug (elegraphic transler (171

Wafer Works Fpitaxial Clomp. Water Works Corp. Adftiliated Company Purchases $799.383 33.28% Paid at 60 davs after shipment arrival WA NiA S(134,004) (31.94)% Naote
by using (elegraphic mansfer (171)

Helitek Company T til. Wafer Works Carp Affiliated Company Purchases $1.042.749 97 620 Paid at 60 days atter shipment arrival Nih NiA B(165,620) (99.23)%% Naote:
by using telegraphic transfer (T:T)

HunXin (Shanghai) Waler Works Corp Alfilinted Compiry Purchuses $373,601 T721% Paid at 150 duys afier shipuent amrival NiA NiA $(301 691} (70.317% Nole
Technology Co. Lid. by using telegraphic mansfer (171

HuaXin {Shanghai) Water Works (Zhengzhmi) Corp. Aftiliated Company Purchases $251.201 51.90% Taid at 60 davs after shipment arrival MNiA NA $(127.561) (29.74)% Note

Techmology Co. Lid.

Note © Transactions hetween consolidated entities are eliminated in the consolidated financial statements.

by usmg wlegraphne wansler (171



ATTACHMENT 9 (Receivable from related parties with amounts exceeding the lower of 100 million dollars or 20 percent of capital stock as of December 31, 2020)

{ All the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORF. AND SUBSIDIARIES

Overdue Receivables

Turnover Rate Subsequent
Company Counterparty Relationship Ending Balance (times) Amount Actions taken collection
Water Works (Zhengzhou) Corp. Water Works Affiliated Company Accounts receivable 6.44 $- - $231,725
Lipitaxial Corp. $236,875
(Nole)
Water Works (Zhengzhou) Corp. HuaXm (Shanghai) Affiliated Company Accounts receivable 394 $- - £69.764
Technology Co_, Tiad. $127 361
(Note)

Note : Transactions between consolidated entities are elimmnated in the consolidated financial statements.

Allowance tor
doubtful accounts

$-

$-



ATTACHMEN

10 Intercompany Relationships and sigm [

m{ inlcrcompany ransactions )

€ All the currenetes are denominaed m Thousands o New Tmwan Dollars, RMB and USIY unless otherwise speetlied )

WATFER WORKS CORP. AND SUBSIDIARIES

No Intereompany iransachons
Percentage of
Nature of consolidated total
relationship gross sales or Lotal
(Notel) Company namie Counter parly {Note 2) Financial Statement Account Amount Terms assitls (Now3)
2020

0 Waler Works Corp. HuaXm (Shangha) Technology Co., Lid 1 Operating income 5373.691 Received at 150 days alter shipment armival by using telegraphic transfer (171 5.04%
0 Waler Works Corp. Waler Works (Shangha) Corp. 1 Operating income 82276 Recetved al 60 days aller shipment amival by using (elegraphic transfer (171) 1.17%
0 Wafer Works Corp. ‘Water Works Opitaxial Corp 1 Operating income 700 385 Received at 60 davs atter shipment arrival by using telegraphic transter (T/T) 10.77%
0 Wafer Works Corp. Ilelitek Company Ltd. 1 Qperating income 1,042,749 Received at 60 davs atter shipment arrival by using telegraphic transter (T/T) 14.05%
0 Waler Works Corp. Waler Works (Yang/hou) Comp 1 Operatmg income 7 Recetved al 60 days aller shipment armival by using elegraphie transfer (1717 0.01%
0 Waler Works Corp. Walir Works (#hengZhouw) Corp. 1 Operaling income Recetved al 60 days aller shipment amival by using lelegraphic transfer (171) 0.10%
0 Wafer Works Corp. ‘Water Works Opitaxial Corp 1 Other income - -

0 Wafer Works Corp. Ilelitek Company Ltd. 1 Other income - -

0 “Wafer Works Corp. “Water Works (ZhengZhou) Corp. 1 Other income - -

0 Waler Works Corp. H (Shangha) Technology Co., Lid, 1 Purchascs Recetved al 60 days aller shipment amival by using (elegraphic transfer (171) 3.71%
0 Wafer Works Corp. ‘Water Works (Shanghai) Corp. 1 Purchases Received at 60 davs after shipmennt arrival by using telegraphic transter (T/T) 0.28%
0 Wafer Works Corp. Water Works Dpitaxial Corp 1 Purchases Received at 60 davs atter shipment arrival by using telegraphic transter (T/T) 391%
0 Waler Works Comp Hehiek Company Lid. 1 Purcha: Recetved at 60 days aller shipment ammival by using elegraphie transfer (171 0.34%
0 Waler Works Corp. Walcr Works (Yang/hou) Comp 1 Purchascs 286,329 Recetved al 60 days aller shipment amival by using (elegraphic transfer (171) 3.86%
0 Wafer Works Corp. Water Works (ZhengZhou) Corp. 1 Purchases 58,368 Received at 60 davs atter shipment arrival by using telegraphic transter (T/T) 0.79%
0 Wafer Works Corp. IIuaXin (Shanghai) Technology Co., Ltd 1 Accounts receivable anleal Received at 150 days after shipment arrival by using telepraphic transter (T'T) 1.29%
0 Waler Works Comp Waler Works (Shanghm) Com. 1 Aceounls recervable (51 Recetved at 60 days aller shipment armival by using elegraphie transfer (171 -

0 Waler Works Corp. Waler Works Epitaxial Corp 1 Aceounls reecivahle 134,004 Recetved al 60 days aller shipment amival by using (elegraphic transfer (171) 0.57%
0 Waler Works Comp Hehiek Company Lid. 1 Accounls reeevable 1635 620 Receved al 60 days aller shipment amval by usimg lelegraphie transfer (171) 0.71%
0 |[Wafer Works Corp. Sharp Right Limited Co.. Lwd 1 Accounts receivable 40512 Received at 60 davs after shipment arrival by using telegraphic transter (T/T) 0.17%
0 Waler Works Corp. Waler Works (#hengzhouw) Corp. 1 Aceounls reecivahle 1.944 Recetved al 60 days aller shipment armival by using (elegraphic transfer (171) 0.01%
0 Wafer Works Corp. IIuaXin (Shanghai) Technology Co., Ltd 1 Other receivables 50,567 - 0.22%
0 Wafer Works Corp “Wafer Works (Shanghai) Corp 1 Other receivahles 36 - -

0 Waler Works Corp. Waltr Works Epitwaal Corp 1 Other recetva 506 - .

0 Waler Works Corp. Hehick Company Lid. 1 Other reeetva 132 - N

0 Wafer Works Corp. Sharp Right Limited Co.. Lud 1 Other receivables 46,433 - 0.20%%
0 Wafer Works Corp “Wafer Works (YangZhou) Corp 1 Other receivahles T - -

0 |[Wafer Works Corp. Water Works (ZhengZhou) Corp. 1 Orther receivables 984 - -

0 Waler Works Corp. Zhengzhou Adrport Eeonomy Aome WalerWorks Technology Corp. 1 Other recctvables 23,695 - 0.10%
0 Waler Works Comp HunXm (Shanghan) Technology Co., Lid 1 Accounls payable Receved al 60 days aller shipment am v using Lelegraphic transfer (171 0.36%
0 Wafer Works Corp Tlelitek Company Ltd 1 Accounts payahle 162 Received at 60 davs atter shipment arrival by using telegraphic transter (T:T) -

0 Waler Works Corp. Waltr Works (Yang/hou) Comp 1 Accounts payible 42,084 Recetved al 60 days aller shipment amival by wang telegraphic transfer (171) 0.18%
0 Waler Works Corp. Hehick Company Lid. 1 Other payables 369 - -

0 Wafer Works Corp. ITuaXin (Shanghai) Technology C'o., Ltd 1 Other pavables - -

0 |[Wafer Works Corp. “Water Works Dpitaxial Corp 1 Lmporary receipts - -

1 HunXm (Shanghm) Technology Co., Lid. | Waler Works (Shangha) Com 3 Purchases Recetved at 60 days aller shipment armival by using elegraphie transfer (171 -

1 TIuaXin {Shanghai) Technology Co., Ltd. |Water Works (Shanghai) Corp. 3 Accounts pavable Received at 60 days atter shipment arrival by using telegraphic transter (T:T) -

1 TTuaXin {Shanghai) Technology Co., Ltd. |Wafer Works (ZhengZhou) Corp. i} Purchases Received at 60 days atter shipment arrival by using telegraphic transter (T:T) 3 38%
1 HuaXin {Shanghat) Technology Co., Lid. | Waler Works (Zhenghow) Corp. 3 Accounts payible Recetved al 60 days aller shipment amival by wang telegraphic transfer (171) 0.54%
2 Helitek Company Lid. Waler Works Epitnxial Comp 3 Operating income Received at 60 days aller shipment arrival by using Lelegraphie transfer (171 0.01%
2 Hehitek Company 1id. Waltr Works (Yang/hou) Comp 3 Operalmg income Recetved al 60 days aller shipment amival by wang telegraphic transfer (171) -

2 Tlelitek Company Ltd ‘Wafer Works (ZhengZhou) Corp. a Operating income Received at 60 days atter shipment arrival by using telegraphic transter (T:T) 0.01%
2 Hehitek Company 1id. Waltr Works (Shangha) Corp. 3 Accounls recetvable Recetved al 60 days aller shipment amival by wsang telegraphic transfer (171) .

2 |Helitek Company Lid Waler Works Kpitixial Corp 3 Aceounls reecivable Revcived al 60 days afler shipment arrival by using telegraphic trnsfer (171 -

3 Sharp Right Limited Co., Lid. Silicon Technology hivestiment (Cayman) Corp. 3 Other payubles - 0.01%
4 “Wafer Works (Shanghai) Corp ‘Water Works Lpitaxial Corp 3 Operating income Received at 60 days atter shipment arrival by using telegraphic transter (T:T) 0.04%
4 Waler Works (Shangha) Comp Waltr Works (Yang/hou) Comp 3 Operalng income Recetved al 60 days aller shipment amival by wang telegraphic trnsfer (171) -

4 Waler Works (Shangha) Comp [or Works (#hengZhow) Corp. 3 Operaling income Recetved al 60 days aller shipment amival by using lelegraphic transfer (171) 0.42%
4 Wafer Works (Shanghai) Corp ‘Water Works Dpitaxial Corp 3 Purchases Received at 60 davs atter shipment arrival by using telegraphic transter (T/T) -

4 ‘Wafer Works (Shanghai) Corp “Wafer Works (YangZhou) Corp 3 Purchases Received at 60 days atter shipment arrival by using telegraphic transter (T:T) -

4 |Wafer Works (Shanghai) Corp Wafer Works (ZhengZhou) Corp. 3 Purchases Received at 60 days after shipment arrival by using welegraphic transter (T/T) 0.21%
4 Waler Works (Shangha) Comp Waler Works (“hengZhou) Com. 3 Accounls payable Recetved at 60 days aller shipment ammival by using Lelegraphie transfer (171 -

4 Waler Works (Shangha) Comp fer Works Epitaxial Corp 3 Other receivibles - 0.37%
5 Wafer Works Dpitaxial Corp. Water Works (ZhengZhou) Corp. a Operating income Received at 60 davs atter shipment arrival by using telegraphic transter (T/T) 0.18%
5 Waler Works Epitaxaal Corp. Waler Works (#heng/hou) Corp. 3 Purchascs 1015462 Recetved al 60 days aller shipment amival by wang telegraphic transfer (171) 13.68%
3 Wafer Works Tpitaxial Corp ‘Wafer Works (ZhengZhou) Corp. 3 Accounts receivable 4,981 Received at 60 days atier shipment arrival by using telegraphic transter (T:T) 0.02%
5 Waler Works Epitaxaal Corp. Waler Works (#henghou) Corp. 3 Accounts payible 236,875 Recetved al 60 days aller shipment amval by wang telegraphie ransfer (171) 1.01%
5 Waler Works Epitaxaal Comp Waler Works (“hengZhou) Com. 3 Interest revenue 3.696 - 0.05%
3 Wafer Works Dpitaxial Corp. Zhenpzhon Airport Eeonomy Zone WaterWorks Technology Corp. 3 Other receivables 131,577 - 0.56%




Intercompany transactions

Pereentayge of

Nature of consohdated 1otal
relationship 2ross sales or total
(Notel) Company namne Counter party (Note 2) T'inancial Statement Account Amount Tenns assets (Noted)
5 Waler Works Epitaxaal Corp. Zhengzhou Adrport Eeonomy Aome WalerWorks Technology Comp. 3 Inlerest revenue 662 - 0.01%
5] Waler Works (Yang#hou) Comp Waler Works (“hengZhou) Com. 3 Operatmg mcome 1.069 Recerved al 60 days aller shipment armval by usmg (elegraphie transfer (171) 0.01%
G Waler Works (YangZhouw) Comp. Walcr Works (ZhengZhou) Comp. 3 Purchascs 651 Recetved al 60 days aller shipment amival by wang telegraphic tramsfer (171) 0.01%
G Wafer Works (YangZhou) Corp. Water Works (ZhengZhou) Corp. a Accounts receivable 457 Received at 60 davs after shipmennt arrival by using telegraphic transter (T/T) -
G |Water Works (ZhengZhou) Corp. Zhengzhou Airport Ceonomy Zone WaterWorks Technelogy Corp. 3 Orther receivables 44 -
& Waler Works (Zhenghow) Comp. /hengzhou Adrport Eeonomy Zone WalerWorles Teehnology Comp. 3 Operatmg ncome 118 Recetved al 60 davs aller shipment armval by usmg lelegraphie transfer (1717) -

Note |: Water Works Corp. and its subsidiaries are coded as follows:

1. Water Works Corp. is coded "0".
1oy are coded consceutively begimming rom "1 in the order presented in the table above.
Note 2: 'Itansactions arc calegorized as follows

2. The subsidi

1. Investor to investee
2. Investee to investor.
3. Inveslee W mveslee

Note 3: The pereentage base with respeet 1o the wtal consolidated revenue-weighted average(about income statement accounts) or otal assels(about balimee sheet accounts).
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Wafer Works Cormp.
Water Works Comp
Waler Works Corp.
Waler Works Corp.
Water Works Corp
Water Works Corp
Waler Works Corp.
Waler Works Corp.
Waler Works Corp.
Waler Works Corp.
Water Works Corp
Waler Works Corp.
Waler Works Corp.
Wafer Works Cormp.
Water Works Corp
Waler Warks Corp.
Wafer Works Comp.
Waler Works Corp.
Waler Works Corp.
Wafer Works Cormp.
Water Works Comp
Waler Works Corp.

Hclitck Company Ld.
Hclitek Company Lid.
Telitek Company Ttd.
Telitek Company Ttd
Telitek Company Tid
Hclitek Company Lid.
Sharp Right Limited Co., Lid,

Water Works (Shanghai) Corp.
Waler Works (Shanghai) Corp.
Water Works (Shanghai) Corp.
Water Works (Shanghai) Corp.
Waler Works (Shanghai) Corp.
Water Works (Shanghai) Corp.

Wafer Works Npitaxial Corp.
Waler Works Epitaxial Corp.
Waler Works Epilaxial Corp.

_—

Water Works (‘r'.angZhnu) Corp

Water Works (ZhengZhou) Corp.

Walcr Works (Shanghai) Corp,
Waler Works Epitaxial Corp,
Tlelitek Company Ttd.

Sharp Right Tamited Co., Tid.
Walcr Works (YangZhou) Corp.
Waler Works (ZhengZhou) Corp.
Walcr Works (Shanghai) Corp,
Waler Works Epitaxial Corp,
Tlelitek Company Ttd.

Sharp Right Limited Co., Lid.
Walcr Works (YangZhou) Corp,
Water Works (ZhengZhou) Corp.
‘Wafer Works (Shanghai) Corp
Waler Works Epitaxial Corp.
Tlelitek Company Ttd.

Walcr Works (YangZhou) Corp.
Waler Works (ZhengZhou) Corp.
Wafer Works (Shanghai) Corp.
Tlelitek Company Ttd.

Walcr Works Epitaxial Corp.

“Watcr Works Epitaxial Corp.
Walcr Works (ZhengZhou) Corp.
Wafer Works (Shanghai) Corp.
Water Works (Shanghai) Corp
‘Wafer Works Tiptaxial Clorp.
Waler Works (ZhengZhou) Corp.

Silicon Technology Investment (Cayman) Corp.

‘Wafer Works Tiptaxial Clorp.
Walcr Works (YangZhou) Corp,
Wafer Works (ZhengZhou) Corp.
Water Works (YangZhou) Corp.
Waler Works (ZhengZhou) Corp.
Water Works (ZhengZhou) Corp.
Wafer Works (ZhengZhou) Corp.
Waler Works (ZhengZhouw) Corp.

Waler Works (ZhengZhou) Corp.
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Purchases
Accounts receivable
Accounts receivable
Accounts receivable
Accounts recervable

Accounts receivable
Accounts reccivable
Other receivables
Other receivables
Other receivables
Other reeeivables
Other reeeivables
Other receivables
Accounts payable
Agcounts payable
Accounts payable
Accounts payable
Accounts payable
Other payables
Other payables

Long-lerm advance payment

[or malcrials
Opcerating income
Operaling income
Operating income

Accounts receivable
Accounts recervable
Accounts receivable
Other payables
Sales
Sules
Sales
Purchases
Purchases
Accounts payable
Sales
Purchases
Accounts receivable

oo

236,428
51,635
68,226

157,186

180,074
42,435

205
1.596
6

48,369

7
11,351
13,170

149
2407
20

305
232
17,162
153,610
7643
6,300
210,729
1,081

T ———

Received at 30-60 days after shipment arrival by u

Received at 30-60 days after shipment arrival by using telegraphic transfer (T.T)
Reecived al 60 days aller shipmenl arrival by using lelegraphic transfer (171
Reecived al 60 days aller shipmenl arrival by using lelegraphic transfer {171
Received at 60 days after shipment arrival by using telegraphic trans
Received at 60 days after shipment arrival by g telegraphic transfer (T/T)
Reecived al 60 days aller shipmenl arrival by using lelegraphic transfer (171

Reccived at 60 days afler shipment arrival by using lelegraphic transfor

Recerved at 30-60 days after shipment arrival by using telegraphic transfer (T./T)
Received al 3060 days aller shipment arrival by using telegraphic transler (1717
Received at 30-60 days after shipment arrival by using telegraphic transfer (T/T)
Received al 30-60 days aller shipment arrival by using (clegraphic transfer (171)
Received al 30-60 days aller shipment arrival by using (clegraphic transfer (171)

Reecived at 60 days atter shipment arrival by using telegraphic transfer (T/T)
Reecived al 60 days aller shipmenl arrival by using lelegraphic transfer (171
Received at 60 days after shipment arrival by using telegraphic transfer (T/T)
Received at 60 days after shipment arrival by using telepraphic transfer (T/T)
Received at 60 days after shipment arrival by usmg telegraphic transfer (T/T)
Reecived al 60 days aller shipmenl arrival by using lelegraphic transfer (1717
Received at 60 days after shipment arrival by usmg telegraphic transfer (T/T)
Reeeived al 60 days aller shipment arrival by using wlegraphic transfer (T'T)
Received at 60 days after shipment arrival by using telepraphic transfer (T/T)
Received at 30~60 days after shipment arrival by using telegraphic transter (T/T)
LReceived al 30-60 days alter shipment arrival by using (elegraphic wansler (171)
Received at 30-60 days after shipment arrival by using telegraphic transfer (T/T)
Received at 60 days after shipment arrival by using telepraphic transfer (T/T)
LReecived al 30-00 days aller shipmen arrival by using (elegraphic transler (171)
Reeeived at 60 days afler shipment arrival by using telegraphic transfer

0.31%
0.71%
0.81%
0.15%
{101%
0.01%
0.22%
0.05%
0.06%
0.05%
0.01%
0.18%
0.04%

0.33%

0.05%
0.01%

0.01%

0.22%
2.00%
0.03%
0.08%
2.75%







VI. For the company and its affiliates in the lgstair and as of the date of publication of the
annual report, if there is any financial difficultyhe impact on the company’s financial
status should be stated: None.



Seven. Review and Analysis of Financial Status arkinancial Performance

and Risk Matters
Financial Analysis

Unit: NT$ thousand; ¢

Year Difference
Item 2019 2020 Amount %
Current assets 9,575,144 8,474,544 (1,100,600) 4911,
Property, plant, and 10,066,137 13,184,391 3,118,254 30.p8
equipmer
Intangible asset 25,078 51,542 26,464 10553
Other assets 2,600,905 1,783,415 (817,490) (31}43)
Total asse! 22,267,26 23,493,89 1,226,62i 5.51
Current liabilties 3,991,22¢ 4,794,571 803,34 20.1¢
Non-current liabilities 5,298,085 5,645,808 347,723 6.56
Total liabilities 9,289,314 10,440,384 1,151,070 392
Share capital 5,108,984 5,108,984 0 0
Capital reserve 2,641,147 2,641,147 0 0
Retained earnings 2,124,465 1,719,213 (405,252) .08]19
Other equity (593,580) (383,893) 209,687 3533
Treasury stock 0 0 0 0!
Non-controlling 3,696,934 3,968,057 271,123 7.33
interest
Total equity 12,977,950 13,053,508 75,558 058
1. Main reasons for major changes in assets, liagsliand equity in the last two years and
impact (analysis and explanation for chasmgémore than 20% from the previous period, as
amount of change reaches NT$10 million)
(1) Property, plant and equipment and other asseisniainly due to the substantial increag
capital expenditures in 2020.
(2) Intangible assets: Mainly due to the purchdssmputer software in 2020.
(3) Current liabilities: It is mainly due to thecirease in short-term loans and laegn loans dy
within one year in 2020.
(4) Other equity: Mainly due to the decrease intheealized loss of financiabsets measured
fair value through other comprehensive income 220
2. Future contingency plans: The changes above haveaterial adverse effects on the comy
and its subsidiarie




Financial Performance Analysis

Unit: NT$ thousand; ¢

Difference

vear 5019 2020
ltem Amount %
Operating revenue 7,676,573 7,421,529 (255,044) (3.32)
Operating costs (5,014,226) (5,407,643) (393,417) 7.85
Gross income 2,662,347 2,013,886 (648,461) (24.36)
Operating expenses (1,357,3%3) (1,279,559) 77,794 (5.73)
Operating income 1,304,994 734,327 (570,667) (43.73)
Non-operating income 244,767 197,224 (47,543) (19.42)
and expens:
?uertr an e before tax 1 1,549,761 931,551 (618,210) (39.89)
Income tax expense (233,607) (240,585) (6,978) 2.99
Net income 1,316,154 690,966 (625,188) (47.50)
Other comprehensive
income in the current (317,702) 267,237 584,939 (184.12)
perioc
Total comprehensive 998,452 958,203 (40,249) (4.03)
income in current peric

1. Main reason for major changes in operating ireonet operating income and net profit be

. Expected sales volume and estimation basis, th&lpgesmpact on the company’s future fina

steady growth over sales in 2020, which is mairdgda on factors such as domestic and fo

the market demand in the sales area, will conttougevelop semiconductor products, streng

tax in the last two years: (analysis and explamafmr changes of more than 20% from

previous period, and the amount of change reaci@&iOImillion)

(1) Operating gross profit, operating profit, netdme before tax, and net income: The 2
operating gross profit and net operating profit Hadreased mainly due to the appreciatig
the New Taiwan dollar and the decline in the aversages unit price in 2020.

(2) Other comprehensive income of therreat period: Mainly due to the increase in
unrealized appraisal benefits of equity instrumamestment measured at fair value thrg
other comprehensive income in 2020 and the incrieadee currency exchange differencq
foreign operating institutions’ financial statemgent

and business and countermeasure:
The company and its subsidiaries expect that tleeathbusiness target for 2021 will sho

market conditions, company development strategies; product development plans and ad
operating conditions.
In order to achieve the 2021 business taripet,company and its subsidiaries, dependin

relationships with upstream and downstream manufaxd, continue expanding market share
develop new prodis. In terms of financial structure, we will conie to plan properly so that

vV a

company can meet the needs of future business lgnith a sound financial structu




Cash flow analysis
() Analysis of changes in cash flow in the lasaye

(Unit: NT$ thousanc

Annual net cash Total annual net Measures against cag
: cash inflow deficit
Cash balance - inflow (outflow) (outflow) of Cash surplus
beginning from qp_e_rating investing and (deficit) Investment Financing
activities financing activities plans
2,282,061 1,066,334 (1,488,905) 1,859,490, N/A N/A

Analysis of cash flow changes in the last year (02

(1) Operating activities: The net cash inflow from aiérg activities in 2020 w
NT$1,066,334 thousand, which was mainly due toprefit beforetax of NT$617,51
thousand and depreciation expenses of NT$580,7d@sémd that did not affect c3
outflow.

(2) Investingactivities: In 2020, due to the acquisition of istreents by equity method &
the increase in capital expenditure, a net casHloautfrom investing activities wa
generated.

(3) Financingactivities: In 2020, due to the distribution of lsadividends, a net cash outfl

from financing activities was generated.

(I Improvement plan for insufficient liquidity:

The company’s operating cash flow is still positared the operating income continues to

grow, so there is no lack of liquidity.

(111) Liquidity analysis for the coming year:

(Unit: NT$ thousanc

Beginning
of year
cash

Annual net cash
inflow (outflow)
from operating

Total annual net cas
inflow (outflow) of
investing and

Cash surplus

Financing of cash deficils

(deficit)

Financing

Investment
plans

balance activities financing activities

Issue new
shares and
domestic
convertible
corporate
bonds for an
amount of
NT$1,710,00
thousand fror
cash capital
increas

1,859,490 1,027,301 (1,932,683) 954,108 N/A

1. Analysis of changes in cash flow for the comyegr
(1) Operating activities: Mainly due to the contus incease in profit driven by tk
expansion of the company’s revenuesulting in a net cash inflow from operat
activities.

(2) Investing activitiesThe net cash outflow from investing activities iginly due to th




V.

VI.

addition of property, plant and equipment.
(3) Financing activities: The net cash outflow fréimancirg activities is mainly due to t
company’s repaying bank loans and distributing chsgitlends.

2. Remedial measures for the expected insuffiash and liquidity analysis: i$ propose
to issue new shares and the 7th domestic conwertibtporate dnds for an amount
NT$1,17Q0000 thousand from cash capital increase in 202irder to support the busin
operation in 2021 and 2022.

Impact of major capital expenditures on final@perations in the last year: Please
refer to the consolidated cash flow statement ir.“Sinancial Overview” for the

capital expenditure of the company for 2020. Thermo capital expenditure that should
be announced as material information in accordanttethe “Regulations Governing
the Acquisition and Disposal of Assets by Publienpanies,” so it is not applicable.

Company’s reinvestment policy in the last yaaajn reasons for the profit/loss
generated thereby, the improvement plan and invagtpian for the coming year:

() Reinvestment policy for the last year
The Group’s investment plan focuses on the expardiinvestment in related
businesses in the industry to focus on the devebopmf the industry, in order to
improve the performance of the overall operation.

(I) The main reason for its profit or loss
There is no significant reinvestment gain or lesthe company’s 2020
consolidated report.

(111) Improvement plan
There is no significant reinvestment gain or lasthe Group’s 2020 consolidated
report.

(IV) Investment plan for the coming year
Continue to integrate upstream and downstream raaturers at appropriate
times based on operational needs in the futuregarel market share.

Analysis and evaluation of risk issues in thstlyear and up to the publication date of
the annual report
Organization and operation of risk management:

Based on the latest development trend of risk mamagt, the company has
strengthened corporate risk management in receatsyencluding risk detection,
evaluation, reporting and handling, all with exteengaution and strictness. The
company’s risk control management is divided immieé levels (mechanisms): the “first
mechanism” is the organizer or the undertaker whistrassume the responsibility of
designing and preventing the initial risk discoyegraluation and control of the
operation; the “second mechanism” is the operananagement meeting presided over
by the President, responsible for not only the iBlity assessment, but also the
assessment of various risks; the “third mechanisnthe review of the legal and audit
units and the deliberation of the directors andesupors. The company does not set up



the position of risk director, and the purposeocidhiave all employees fully control the
risk and adopt layer-by-layer prevention, insteddhaving one person control and
manage the risk, in order to strictly implemenk msanagement.

The company conducts SWOT (Strengths, Weaknessgsornities, Threats)
analysis before preparing the annual budget atichgetnnual objectives, and combines
objective management for active development andhb@sed risk management to set
the annual budget and annual objectives; in eadfs w@annual internal control system
self-assessment, risk assessment is also takdmeastdrting point to review whether
each risk item can be effectively prevented underexisting internal control system. In
addition, the audit office uses risk assessmetth@basis when formulating the annual
audit plan, and includes the risky operation preéaghe annual audit plan and conduct
audits accordingly. The company has carefully aterad the control of various risks in
the planning, execution and assessment of opesation

Risk Management Organization Table:

Third
Second :
. . . mechanism
. . First mechanism mechanism
Important risk assessment items ; X . . Board of
Business organizer Risk review .
management Directors and
9 Audit Office
1. Interest rate, exchange rate and Board of
financial risks Directors and
2. High-risk and high-leverage . . Operation Supervisors
: . Finance Div., P
investment, extension of loans to| . . , management Meeting:
President’s Office . . .
others, endorsement guarantees meeting Decision-making
derivative instrument trading and and final control
financial investmel of risk
3. R&D plan New Product management
4. Technology and industry changesTechnology Division, | Technical
Elongated Grain meeting and
Growth Technology | operation Audit unit:
Division, Technology | management | Risk inspection,
Division and Wafer | meeting evaluation,
Technology Divisiol supervision,
5. Policy and law changes President’s Office, Operation imprqvement
6. Corporate image changes Legal Office and mz nagement tracking and
7. Investment, reinvestment and Investment & Plannin;meetir? reporting
M&A benefits Office 9
8. Risk of poor quality Quality meeting,
9. Expansion of plant or production| Production and production and
10. Major purchase or sales policy | operation units, and | sales meeting
sales and marketing | and economic
units management
meeting
11. Changes in the shareholding of .
: : . . : Operation
directors, supervisors and major | Stock affairs unit and management
shareholders President’s Office 9
: . meeting
12. Changes in management ric




13. Board meeting affairs managemnr
14. Employee behavior and ethics Operation
15. Personal, property and All units management
environmental safe meeting
16. Information and communication Operation
security IT Division management
meeting
17. Litigation and non-litigation Legal Affairs Office Pre_5|dents
matter: Office
Quality
. . assurance,
18. Compl!ance with SOP and All units industrial safety,
regulations
energy and
auditing unit:
19. Other operational matters . President’s
All units

Office




Organization Structure



() Impact of changes in interest and exchangesraitel inflation on the profit and loss
of the company and countermeasures in the future:
1. Impact of interest rate changes on the compag#t and loss and future
countermeasures
(1) Impact of interest rate changes on the profd bbss of the company and its
subsidiaries
The company’s and its subsidiaries’ interest expens 2019 and 2020 were
NT$126,291 thousand and NT$188,324 thousand regplgtaccounting for
1.65% and 2.54% of the company’'s and subsidiar@®rating income,
respectively. Therefore, the impact of changes nterest rates on the
company’s and subsidiaries’ profit and loss is tadi
(2) The company’s specific measures to counter@sm interest rates
In the future, the company and its subsidiarie$ adjust the use of capital in
a timely manner based on changes in interest rates.
In order to reduce the impact of changes in intees on the profit and loss
of the company and its subsidiaries, capital mafikancing tools
are also promptly used to reduce the cost of funds.
2. Impact of changes in exchange rates on thetpanfl loss of the company and
countermeasures in the future:
(1) Impact of exchange rate changes on the profitlass of the company and its
subsidiaries
The company and its subsidiaries are export ormkrte products are mainly
denominated in US dollars, and imported raw madteriare mostly
denominated in foreign currencies. The companyi@slbsidiaries adopt the
principle of natural hedging in which the liabéi§ and assets positions offset
each other to minimize the net exposure to exchaage fluctuations. The
Finance Department closely monitors the trend otharge rates and
evaluates product price adjustments to protecttimepany’s profit and avoid
the risk of exchange rate changes. It is learnau the data in the table below
that the exchange rate fluctuation still has aaterimpact on the Group’s

revenue and profit in the most recent year andrtbst recent period.
Unit: NT$ thousand; ¢

Year

ltem 2019 2020
Exchange gain (loss) (A) (17,678) (18,002)
Net operating income (B) 7,676,573 7,421,529
Percentage of net operating income

-0.23 -0.24
(A)(B)
Current profit (loss) 1,316,154 690,966
Percentage of current profit (loss) (% 1.34 261
absolute value : '

(2) The company’s countermeasures in responsectaege rate changes



A. Regular foreign exchange position and excharage reports to grasp the
rapidly changing and volatile foreign exchange regrkn order to make
effective hedging decisions.

B. Cooperate with business and purchasing unitdjost foreign customers’
payment and receipt conditions to reduce foreigoharge risks through
natural hedging,

C. So as to avoid the risk of NT$ appreciation loyusting the position of
foreign currency borrowings.

3. Impact of inflation on the company’s profit/lcasd future countermeasures

(1) Impact of inflation on the profit/loss of therapany and its subsidiaries
At present, the impact of inflation on the profiiddloss of the company and its
subsidiaries is not obvious, but the company andubsidiaries will continue
paying attention to price fluctuations constantlyappropriately adjust sales
prices and control related costs, and take coum@sores when necessary.

(2) Specific measures taken by the company in respto inflation
In addition to improving the manufacturing processd saving costs, the
company is moving towards the goal of developirghhialue-added products.

(I) Policies on high-risk and high-leverage investragmixtension of loans to others,
endorsement guarantees, and the trading of demvaistruments, the main reasons
for profits or losses and countermeasures in thedu
1. Main reasons for engaging in high-risk or highidrage investments and future

countermeasures

(1) Main reasons for engaging in high-risk or hlgherage investments
The company and its subsidiaries have not engagehigh-risk or high-
leverage investments in the last year and as ofpthi#ication date of the
annual report.

(2) Future countermeasures
The company and its subsidiaries have been focusirteir core businesses,
and their financial operations are based on thecjple of conservativeness
and soundness, without investment of funds in higk-or high-leverage
investments.

2. Extension of loans to others and endorsemerasdgtees
(1) Reasons for extension of loans to others addmsements/guarantees

A. Extension of loans
The company and its subsidiaries handle the extensif loans in
accordance with the “Operating Procedures for Estten of Loans to
Others.” As of the publication date of the annuepart, none of the
amounts of the loans extended have exceeded the lim

B. Endorsements/guarantees
The company and its subsidiaries handle endorsergeatantees in
accordance with the “Operating Procedures for Esetoents/Guarantees.”



As of the publication date of the annual reporfanof the amounts of the
endorsements/guarantees have exceeded the limit.

(2) Future countermeasures
The company has established its “Operating Proesdfor Extension of
Loans to Others” and “Operating Procedures for Esetoents/Guarantees”
and proceed with relevant announcements and daolaan accordance with
laws and regulations.

3. The company’s policy on derivative instrumeating, the main reasons for

profit or loss, and future countermeasures

(1) Policy for derivative instrument trading
The company and its subsidiaries handle derivatisgument transactions in
accordance with Article 12 of the “Operating Praoes for Acquisition or
Disposal of Assets.” The company and its subsiesagngage in derivative
instrument trading mainly for the purpose of rigdbing, and the instruments
chosen are for the purpose of hedging risks arigog the company’s and its
subsidiaries’ business operations.

(2) Main reasons for profits/losses
The company and its subsidiaries did not engagleiivative instrument
trading in 2019 and 2020.

(3) Future countermeasures
The company has extremely strict regulations faivdéive instruments. The
purpose of derivative instrument trading is to heedgks, and the instruments
chosen are for the purpose of hedging risks arigiogn the company’s
business operations. The counterparties of hedgangactions are financial
institutions with superior conditions which meet thbompany’s operational
needs in order to avoid credit risks.

(II1) Future R&D plans and estimated R&D expenses:
For details, please refer to Operation OverviewlBess Content/Business
Scope/New Products and Services Planned to Be Om»@ and Operation
Overview/Business Content/Technology and R&D Owesvi

(IV) Impact of major changes in domestic and foreidicigs and laws on the company’s
finance and business and countermeasures:

1. The company has not been affected by major @saiy domestic and foreign
policies and laws, and there has been no signifigapact on its finance and
business in the last year.

2. Countermeasures: In addition to paying closentitin to domestic and foreign
industry news and changes in laws and policies relevant departments of the
company collect intelligence and information of twuntries and regions where
the company has production bases and businessigiealn order to promptly
grasp the changes in policies and laws and imnadiatotify the company’s



senior executives and related units, and apply gggjate hedging measures to
ensure that the company is fully prepared for majeanges in domestic and
foreign policies and laws and can appropriatelypoesl without impacting the
company’s finance and business.

(V) Impact of technological and industrial changethtocompany’s financial and
business performance and countermeasures

1. With the continuous development trend of handiltdvices toward being light,
thin, short, small, energy-saving and power-saviagg the switch of vehicle
power from fuel to electricity, the semiconductomterials provided by the
company are mainly used in the production of mobdenmunications, network
technology, and power-saving related consumer releict products and electronic
components used in electric vehicles of advancednezenufacturers, all of which
are in line with the current trends of the techgglondustry and green energy.
Technological and industrial changes have no negathpact on the company’s
finance and business.

2. Countermeasures: Develop silicon wafer materthlt are in line with the
megatrend, including the development of ultra-l@sistivity (ultra heavily-doped)
silicon wafers to meet the energy-saving trend, txeddevelopment of high-end
silicon materials used in lIoT components to meaketademand.

(V1) Impact of corporate image changes on the compamigis management and
countermeasures:

1. The company has always adhered to the EthicgbdCate Management Best-
Practice Principles and is committed to maintairangpod corporate image. As of
the publication date of the annual report, theneehaeen no negative reports that
have harmed its corporate image.

2. Countermeasures: The company has mechanismsasuafternal control, risk
management and the spokesperson systems to quiokigulate handling
procedures for various crises, and establish taxesp and timely communication
channels to protect the company’s corporate image.

(VII)The expected benefits from mergers and actjaiss, the potential risks associated,
and countermeasures:
The company and its subsidiaries have not undergergers and acquisitions in
the last year and as of the publication date ohtireual report which may have an
impact on the company’s efficiency.

(VII)Expected benefit and possible risk associateith any factory expansion, and
countermeasures:

1. The company expands production in all factorieseet the needs of market and
customers. The expected benefit of the companyitarsibsidiaries is to increase
revenue and expand market share to achieve suffieigonomic scale, thereby
reducing unit production costs and increasing Bofi



2. Possible risks: Poor global economic environmdnth weakens market demand,
fierce competition for expansion in the industrgdahe emergence of alternative
products, etc.

3. Countermeasures: The company and its subsiglitwaee excellent technology
R&D teams that have been deeply involved in theusty for many years, and
can fully grasp the trends and needs of siliconevgafThrough the layout of the
mainland China market, we will continue to stremgtithe competitive niche to
maintain our leading position.

(IX) Risks of concentrated purchases or sales, anderougasures:

1. Diversification of suppliers and control of maaw material sources: Decentralize
procurement sources to ensure the supply of rawmalt and to reduce the risk of
centralized procurement. Perform supplier evaluatind assessment annually to
reinforce the cooperative relationship with supglieand to effectively grasp the
status of suppliers.

2. Customer diversification: Actively develop newstomers and new applications.
The customer base is distributed in Europe, Amedapan, Taiwan, China and
the Asia-Pacific region, and are all internatiopalenowned IDM and OEM
manufacturers. The source of revenue is not coraetedtin few customers.

(X) Impact and risk of substantial share transfer swap by directors or major
shareholders holding more than 10% of the shangscauntermeasures: None.
The directors or major shareholders holding moentth0% of the shares of the
company have no substantial share transfer inasteyear and as of the publication
date of the annual report.

(XI) Impact and risk of change of management rights tb@ company, and
countermeasures:
Not applicable as the company has no change of geamant rights in the last
year and as of the publication date of the anreadnt.

(XIl) Handling status of major litigation, non-lggation or administrative disputes that
the company’s directors, supervisors, presiderbstauntive persons in charge,
major shareholders with more than 10% shareholdingubsidiary companies
have been sentenced or are currently undergoing,ttaa results may have a
significant impact on shareholders’ equity or thiegof securities: None.

(XI1) Other Significant Risks and Countermeasures:
1. Business Risk Management
(1) Product diversification: With the expansiontbé Group’s scale, in order
to avoid the risk of excessive concentration ofirgle product, it has
always been the company’s goal to find niche rédlapeoducts and
continue its in-depth operation. In addition todsimg on improving the
performance of key materials for discretes to widke gap with



competitors, the company also actively developsyde-tand MEMS
related products. After years of R&D and effortse hew product 12-inch
EPI wafer also obtained customer certification beagan mass production.

(2) Customer diversification: Actively develop newustomers and new

applications. The customer base is distributedurope, America, Japan,
Taiwan, China and the Asia-Pacific region, and alleinternationally

renowned IDM and OEM manufacturers. The sourceevEmue is not
concentrated in few customers.

(3) Diversification of suppliers and control of maraw material sources:

Decentralize procurement sources to ensure thelys@bpaw materials
and to reduce the risk of centralized procuremétdrform supplier
evaluation and assessment annually to reinforce toeperative
relationship with suppliers, and to effectively gpahe status of suppliers.

(4) Division of R&D and production: In order to demously obtain new

technologies and new materials and meet new mddwmands, R&D and
production units are separated to avoid waste sfiurees and unbalanced
application.

(5) Development of strategic alliances: In respotsemarket trends and

industry changes, actively seek strategic and invest partners, develop
flexible and diversified strategic alliances, neechnologies and new
products, and expand production capacity.

2. Economic Risk Management
(1) Exchange rate and interest rate risks: The emyip main revenue

(2)

(3)

currency is US dollars, and there are constantiyassets in US dollars. A
significant depreciation of the US dollar will haae adverse effect on the
financial situation. The company keeps track of fiiseign currency
positions in US dollars, Japanese yen, etc., anbamge rate changes; in
addition to adopting the natural hedging methodbalancing foreign
currency assets and liabilities, appropriate messare taken to reduce
the exchange rate risk. The interest rate risk ipaomes from long-term
liabilities incurred from supporting operations acabital expenditures.
The company appropriately arranges liability dunasi and a fixes or
floats interest rates in order to reduce the isterae risk.

Inflation: The impact of inflation on the profand loss of the Group is
insignificant. The Group will continue to observecp fluctuations. In
addition to adjusting the selling price and imprayithe manufacturing
process and saving costs, the company is movingrtsvthe goal of
developing value-added products.

Credit risk: Carefully select the counterpaatyd evaluate customer credit
limits and contract terms in accordance with thenpany’'s credit
regulations and customer financial business canditito reduce the
possibility of default or delay in settlement aftee payment or contract
is signed.



(@) Creditor’'s rights receivable: Evaluate and omntustomer credit
limits, implement follow-up payment collections, darregularly
evaluate allowances for bad debts, so as to prexeiomer credit
problems from affecting normal operations.

(b) Financial institutions: Bank borrowings withndincial institutions
with good credit only, so as to prevent the finahmstitutions’ own
problems from affecting normal operations.

(4) Liquidity risk management: Promptly diversifyindncing channels
(flexible use of capital increase in cash, contétibonds, bank loans,
etc.) to avoid any single emergency from causirgy ghort-term asset
value to be insufficient to meet short-term lialilipayments or
unexpected capital outflows; expand the business atmid the
concentration of transaction counterparties in fagjor customers, and
reduce the risk of not completing the transactioth@ desired time due to
customer factors.

(a) Budget preparation: The management team isonssge for
preparing long-term and short-term budgets, mdiang future
operating policies, guidelines and detailed openati and regularly
analyzing the differences between the budget anduabkc
implementation results.

(b) Fund management: The company’s long-term imvest or strategic
investment is focusing on long-term developmerardfore, it does
not involve liquidity risk. The use of short-termanids is mainly
based on the time deposits to reduce liquidity. risk

(c) Investment management: Long-term investment girategic
investment focuses on long-term development anefibiee does not
involve liquidity risk; as for the use of shortiterfunds, time
deposits or fixed-income bonds with high liquidise mainly used to
reduce their Liquidity risk. The company reguladyaluates the
market capital situation and bank interest ratasigntly determines
the method of fundraising, evaluates medium andg-tenm
investment benefits, actively cooperates with bessnunits to seek
strategic targets, and promptly handles non-corestment projects
to strategically reduce, transfer or avoid risks.

3. Legal Risk Management
The operation and management of the company hasyalveen based on
laws and regulations and the implementation of @@t® governance. For any
changes in policies and laws that may affect theapamy’s operations in
particular, in addition to immediately taking megesito respond to the
impact, the laws and regulations are followed ti&enaperational adjustments.
The company has also set up full-time units andegsionals, together with
external legal advisers, to provide professionghleadvice and consultation



at any time, and take relevant countermeasurevda any possible legal
risks.

. Operational Risk Management
(1) The company has established an internal cordystem and standard
operating procedures according to various operatiand has passed ISO-
related quality management, environmental managenaga energy
management system certification.

(2) The company has established the internal cbisystem and an audit
system for quality management, environmental mamagé and energy
management, and the audit work is implemented leyaat internal audit
units.

(3) Self-assessment of the internal control sysseoarried out every year to
check whether relevant operational risks are ciattdy reasonable
operational procedures.

. Environmental, Occupational Safety and Healtmdgement
(1) Based on the concepts of sustainable operatamherence to the
fulfillment of environmental and resource protenti@sponsibilities, and
ensuring the safety and health of employees, thmpeay conducts
detailed assessments of all possible emergenciagjrah disasters,
environmental impacts and work risks, and has cehmsive countering
plans and processes. In terms of environmentakgtion, occupational
safety and health management, the company’'s operand control
follow international standards, and has continupuglassed the
certification of the environmental management sys{@S014001) and
occupational safety and health management sys@@®48001) every year.

(2) The company’s major objectives and managemejegts are
summarized as follows:

Prcject Objective/targe
1. Effective resource use reduces chemical
Optimization evaluation of the emissions.
acid supply operation of Yangmei
Factory’s No. 3 pipe 2. Automated supply system reduces risk of

human contac

Optimization of Longtan silane Completion of the establishment and
cylinder room implementatio of the optinization mechanisr

PCW optimization project of the | Completion of the establishment and
elongated grain factory (XL implementation of the optimization mechani

PCW optimization project of the | Completion of the establishment and
elongated grain factory (X1 implementation of the optimization mechani

(3) The company continues to promote a safe workmgronment and
employee safety protection measures




A. Occupational Disaster Prevention plan
In order to achieve the goal of zero disastersctmpany draws up an
occupational disaster prevention plan every yeamilates a detailed
implementation plan and implements it accordinght® schedule and
content of the plan, and then supervises the imgteation effect
through the audit system. The Occupational Safetg #lealth
Committee meets every three months to revise thepational disaster
prevention plan. In accordance with the resolutioiihe Occupational
Safety and Health Committee, the annual occupdtiatisaster
prevention plan is formulated every year, and byplementing,
auditing, reviewing and revising the plan, the campcontinues to use
PDCA means to reduce the potential hazards of akplace year by
year to achieve the ultimate goal of zero disasters

B. Implementation of Automatic Inspections
The company is well aware that employees may sufémupational
injuries due to unsafe operations, equipment or agament when
faced with different operating environments, preessand operations.
To this end, the company actively promotes autaraspections, and
hopes to use this measure to discover potentiartiazand strives to
improve and effectively control them. The scopengpection includes
equipment, operating environment, machinery ancomathicles.

C. Working Environment Monitoring
When the company implements operating environmestitoring, an
operating environment measurement plan with sampditnategies is
formulated, starting with basic data collectionwrmaterials, process
flow and hazardous substance inventory, and sinefgqosure groups
are planned through observations, interview recardtinvestigations;
then, sampling is conducted for those most likelyoé exposed. The
work environment measurement items also includesiohl and
chemical factors.

D. Environmental Protection, Safety and Health Assess of Hazardous
Chemical Substances
All new chemical substances need to be reviewedeantliated by the
company’s industrial safety office before decidtoguse them, and the
evaluation scope covers the environmental safety fealth risks of
chemicals in various activities such as storagensportation,
application and disposal in the process; engingenmprovements,
personal protective equipment and safe operatiamitlg are also
conducted to ensure that the environmental, safety health risks of
new chemical substances are effectively controlled.

E. General Safety Management, Training and Audit
The company regularly holds environmental, safetyd ahealth
committee meetings, and takes a number of prevemtigasures such
as high-risk operation management, contractor nemagt, chemical



safety management, personal protective equipmeniireaments and
safety audit management. In addition, complete stisaresponse
procedures have been established and regular dri#lsconducted to
minimize the loss of employees and company assetwed as the
social and environmental impacts caused by disaster

F. Emergency Response
An effective emergency response plan requires cehgmsive thinking
and continuous improvement and drills. The compamgmergency
response plan includes rapid response to acciddistsster recovery,
and establishment of response procedures for patedisasters.
Emergency response drills and fire evacuationsdaite held every year
to ensure that disaster losses can be minimized.

G. Employee Health Promotion
The company has set up full-time nurses to prova®us health care
programs to employees. Employees can use the cgrspgypm for
physical exercises to reduce physical and psycicdbgressure and
strengthen their personal health. There are alaciory doctors every
month to provide on-site services, consultationjlofo-up and
appropriate health education after employees’ hedieck to promote
independent health management of employees.
In order to continue to protect the health of erppls in the workplace,
the company continues promoting and improving thatemmal
protection plan, prevention of repetitive work andther
musculoskeletal disease-promoting plans, and akadomvorkload-
promoting disease plan to improve the working esvinent and create
a sound workplace environment.

6. Risks and Opportunities of Climate Change
Wafer Works Corporation has identified and analygesisible operational
risks and potential impacts, and proposed countestegies. For the
established risks, we have established a monit@mneycontrol mechanism. In
addition, the new climate change-related regulatioray lead to a significant
increase in overall energy costs.
() Physical Climate Risk

Climate changes may increase the frequency andigewé climatic
disasters such as storms, floods and droughtshwhitcause impacts on
our operations and supply chain, such as wateitales or interruptions
in the supply of raw materials.

Wafer Works Corporation believes that opportunitiasst come with
the challenge of climate changes. Both the Yangama the Longtan
factory have obtained ISO50001 energy managematificaion, and
will continue to implement relevant energy-savimyl ecarbon-reduction
measures to adapt to and mitigate climate change.



(2) Water Resource Risks and Opportunities
In view of the risks and opportunities of water gage in the factory,
the company also continues to evaluate the expansficthe factory’s
reclaimed water recycling system, in the expeatatibat the water
flowing into the factory can be reused, thus redgavater consumption
and reducing environmental impact, and optimizihg water resources
management and water supply management systems.
(3) Risks and opportunities of power resources
Green energy is an inevitable global trend in titare. The company
also continues to evaluate the installation of rsglawer generation
systems in the factory, and hopes that clean asahatnergy can be used
for part of the internal electricity to reduce greeuse gas emissions.

. Transfer of Risks

(1) Personal risk transfer: In addition to labosurance, national health
insurance, and insurances that are required inrédaooe with local laws
and regulations of each subsidiary, group insurasqaurchased for the
company’s employees to improve employee benefitd appropriately
transfer risks. In addition, the company purchgsadlic accident liability
insurance to appropriately transfer the persosérof outsiders.

(2) Property risk transfer: The company has puretiagroperty insurance
such as fire insurance, earthquake, typhoon anuod fimsurance, auto
insurance and transportation insurance for riskgperty, in order to
transfer property risks appropriately.

(3) Liability insurance for Directors: The compapyovides directors with
liability insurance according to the provision ohet Articles of
Incorporation; also, authorizes the board of doectto determine the
insurance coverage. The company has acquired tinectbdrs, Supervisors,
and Managerial Officers Liability Insurance Policyfor insurance
coverage of US$16.5 million in order to minimizedadisperse the
significant damages to the company and sharehol@stdted from the
misconducts of directors and managerial officensl #® ensure the rights
and interests of shareholders.

. Important risk assessment items such as infeomaecurity risk assessment
analysis, and countermeasures:

The company has formulated the information and camoation security
policy management measures and related operatieg, rand the IT unit is
responsible for implementing the risk assessmerd analysis of the
establishment of information and communication secuegulations. The
system’s security requirements research, manageraedt protection are
strictly implemented by the IT unit and evaluated dhandled jointly with
related business units. The company’s audit umtiaots regular and irregular
audits and reviews, and report to the board oftctiirs on a regular basis.



The Information Security Committee meeting of Wakwrk Corporation
is chaired and convened by the President, and #mabers of the committee
include supervisors of production, sales, technglouman resources,
industrial safety, quality assurance, finance awdoanting, and IT. The
Information Security Committee meeting is held dagy and when major
abnormalities occur for issue tracking; trainingises are also organized and
computer boot login screen for information securgglicy advocacy is
installed to enhance employee awareness of infa@maecurity.

Strictly implement information security managememiasures and
strengthen information security system protection:

(1) The information security policy is regularly raeyed to employees to
maintain information security and the company’sibeiss confidentiality.

(2) The security control mechanisms of computemwnet systems and e-
mails is regularly inspected, including the setsiragnd loophole repairs of
firewall, anti-virus and anti-phishing spam, analasion of malicious
software intrusion.

(3) For the security protection of important apation system servers, in
addition to the security mechanism of account passwdentification, no
remote login is directly provided in order to praetdlegal logging on to
the host for theft or sabotage.

(4) The use of unauthorized software is prohibftadthe control of software
downloads. If free software is downloaded from theernet, it must be
authorized by the network administrator, tested scahned beforehand,
and confirmed of its security before installatioxdaxecution.

(5) For confidential and sensitive data files, moaccess control is performed
and system modification records are kept for coiwas of important data
errors.

(6) Computer asset management measures are foesu&tdpoint anti-virus
software is installed and information security mionng programs are
deployed to control and reduce information secuis.

(7) The notification mechanism of major abnormakrmg in information
communication security is regularly checked, inatgd appropriate
operating procedures and the division of powersrasdonsibilities. If the
network is found to be invaded or suspected of dpdaimvaded, the
operating procedures will be immediately followatanecessary actions
taken, and the incident will be immediately repdrte the responsible
person.

(8) Online backup software is built to prevent ttmmpany’s critical system
from crashing; regular drills are conducted to eaghat critical systems
can return to normal operation within a reasonébie.

(9) As information security insurance is a new tgpesurance, the insurance
coverage and claims evaluation have not yet beanifietl, so it has not
yet been purchased; however, maintenance contlests been signed



with software and hardware vendors to prevent theriuption of
information system services.

VII. Other important notes:

(1

(I1)

Method and period of depreciation of fixed dsse

The residual value, service life and depreciatiathod of assets are assessed at the
end of each year. If the expected value is diffefeam the previous estimate, the
change will be regarded as a change in accounsitig&tes. Depreciation is accrued
based on the estimated service life of the follgnassets by straight-line method:
Houses and buildings 5 — 55 years

Machinery and equipment 2 — 15 years

Transportation equipment 5 — 10 years

Office equipment 2 — 10 years

Miscellaneous equipment 2 — 20 years

Status of relevant licenses held by employeestaeldao financial information
transparency

The status of relevant licenses held by the conipaamployees related to financial
information transparency is as follows:

International Internal Auditor’s License (CIA): Operson in the Audit Department
Internal Auditor’s License of the Institute of Im@l Auditors — Chinese Taiwan:
One person in the Audit Department

(II1) Processing of important internal information

In accordance with the regulations, the companynitated the “Management
Procedures for Preventing Insider Trading” whichsvegproved by the company’s
board meeting in October 2009. In addition, anrmaépromotion meeting was held
to inform employees, managers and directors ofntleasures to avoid violation of
the measures and occurrence of insider trading.

(IV) The company’s key performance indicators (KPI)

In addition to regularly reviewing the comparisdrfinancial performance indicators
(such as the debt ratio, earnings per share, cashersion days and capital
expenditure) with those of the industry, the Grdwgs set non-financial indicators
such as market share, process vyield, quality cesiployee output value, and
customer satisfaction, to keep abreast of the Gsoopmpetitive advantages and
industry trends at any time, and to ensure the Gsotompetitive advantage in the
industry through a series of collection and analysi



Eight. Special Notes

Information regarding affiliated enterprises
() Consolidated business report of affiliated eptises
1. Organization chart of affiliated enterprises
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2. Profiles of the bank’s subsidiaries

Information as of December 31, 2020

pr

o

o

=

Date of Principal businesses
Company name Establish Address Paid-in capital
men products

Wafer Works Investment |2004.12 |Vistra Corporate Services CentielS$62,766 Investment holding
Corp. Ground Floor NPF thousand

Building,Beach Road, Apia,

Samoe
Heli-Vantech Corp. 1998.08No. 1, Pingguo Road, Yangmei|NT$5,000 Retail and design of

District, Taoyuan thousand wafer related electron

material:

Silicon Technology 1997.08 |Grand Pavilion, Hibiscus US$41,983 Investment holding
Investment (Cayman) Corp. Way,P.O. Box 31119,Grand  |thousand

Cayman, KY1-1205,Cayman

Island:
Wafermaster Investment |2004.12 |Vistra Corporate Services Centie)S$5,084 Investment holding
Corp. Ground Floor NPF thousand

Building,Beach Road, Apia,

Seémoa
Huaxin (Shanghai) 2019.12 |Room 1803, No. 411(B), Ruijin |US$1,000 Sales
Technology Co., Ltd. 2nd Road, Huangpu District, |thousand

Shanghz
Wafer Works (Shanghai) |1994.12 |No. 558, Changta Road, RMB563,245 Wafer and impregnat¢g
Corp. Shihudang Town, Songjiang  |thousand business

District, Shangh:
Wafer Works Epitaxial 2005.06 |No. 48, District 2, No. 8228, RMB418,050 Wafer and impregnat¢g
Corp. Beiging Road, Qingpu District, |thousand business

Shanghi
Sharp Right Limited Co., [2007.01 |Rooms 2006-8.20/F., Two US$1,000 International trade
Ltd. Chinachem Exchange Square,

king's Road, North Point, Hang

Kong
Helitek Company Ltd. 1994.024033 Clipper CT Fremint, CA [US$2,200 Sales of semiconductg

94538-6540 thousand silicon wafer materialg
Wafer Works (Yangzhou) |2010.09 |No. 6, Mapohe Road, YangzhouRMB109,000 Wafer and impregnate

o

Corp. Economic and Technological |thousand business
Development Zor
Wafer Works (Zhengzhou)2017.02 |South of Gongyeh®Road and |RMB700,000 Wafer and impregnat¢g

Corp.

West of Huasha Avenue plannethousand

in Zhengzhou Airport Economy
Zoneg

business

o

Zhengzhou Airport
Economy Zone
WaferWorks Technology
Corp.

2019.11

South of Planning Gongye 4th
Road, West of Huaxia Avenue,
Zhengzhou Airport Economic
Comprehensive Experimental
Z0ne

RMB150,000
thousand

Wafer and impregnat¢g
business

o

3. Those who are presumed to have control or subdrdmeelationship in accordance
with Article 369-3 of the Company Act: None.



4. The industries covered by the business of eacledéfil company: The business of each
affiliated company is the manufacturing and safesilcon wafer materials.

5. Information of directors, supervisors and presideaitaffiliated enterprises

Information as of December 31, 2020

Shareholding
Company name Title Name or representatjve gnhares Shareholdifg
ratic
Watfer Works Investment Corp. |Director | Ping-Hai, Chiao (Note 1) 62,766,226  100%
Heli-Vantech Corp. ChairmanPing-Hai, Chiao (Note 1 500,00( 100%
Silicon Technology Investment |y, o i | ping-Hai, Chiao (Note 2) 43,961,526  85.38%
(Cayman) Coryj
Wafermaster Investment Corp. Directorl  Ping-Hai,&0hiNote 2) 5,083,90( 100%
Huaxin (Shanghai) Technology |[Managing |Hua-Sheng, Hsiao - 100%
Co., Ltd Directol
Wafer Works (Shanghai) Corp.| ChairmahlU Susheng (Note 3) 272,886,446 48.45%
Wafer Works Epitaxial Corp. ChairmarlLlU Susheng (Note 4) - 48.45%
Sharp Right Limited Co., Ltd. Director | Ping-Hai,i@b (Note 3) - 85.38%
Helitek Company Ltd. President Ping-Hai, Chiao @b} 3,400,00( 100%
Wafer Works (Yangzhou) Corp.| Chairmahlai-Po, Shang - 48.45%
Wafer Works (Zhengzhou) CorpChairman |LIU Susheng (Note 4) - 48.45%
Zhengzhou Airport Economy |Chairman |LIU Susheng (Note 4) - 48.45%
Zone WaferWorks Technology
Corp

Note 1: Representative of Wafer Works Corporation

Note 2: Wafer Works Investment Corp.

Note 3: Representative of Silicon Technology Inmesit (Cayman) Corp.
Note 4: Representative of Wafer Works (ShanghaipCo

Note 5: Representative of Wafermaster Investmemnp.Co

6. Operation overview of affiliated enterprises

Data as of December 31, 2020 Unit: NT$ thousand

Current| Earnings
Company name Apprqved Total . Tq';a_tl Net worth Qperatmg O_peratmg profit and per share
capital assets | liabilities income | income |loss (afte| after tax
tax) (NTS)
Wafer Works Investment Corp.| 1,787,582 4,005,481 - 4,005,481 - (26) 158,007 2.66
Heli-Vantech Corp. 5,000 5,048 331 4,717 - - - -
Silicon Technology Investment| 1,195,684| 4,274,432 374 4,274,058 - (3,432) | 187,103 4.14
pyman) Corj
Wafermaster Investment Corp. 144,789147,530 - 147,530 - 7 (1,711)| (0.30)
Huaxin (Shanghai) Technology | 30,921 472,495| 432,645 | 39,850 679,061 12,779 8,779 -
Co., Lid




Current| Earnings
Company name Appr(_Jved Total _Tc_)'_[a_tl Net worth Qperatmg O_peratmg profit and per share
capital assets | liabilities income | income |loss (afte| after tax
tax) (NTS)
Wafer Works (Shanghai) Corp. 2,458,468,714,549 1,059,304 7,655,245 144,240 | (271,579)| 334,979| 0.60
Wafer Works Epitaxial Corp. 2,042,95(%,114,723 2,635,920 2,478,803 3,310,147 363,350 | 366,279 -
Sharp Right Limited Co., Ltd. 36 24 88,066 (88,042) - - -
Helitek Company Ltd. 62,656 329,84p 182,327 | 147,515 | 1,108,175 (2,424) | (1,704)| (0.89)
Wafer Works (Yangzhou) Corp| 475,766 | 498,808 | 52,335 446,473| 294,398 | 52,936 41,204 -
Wafer Works (Zhengzhou) Corp 3,055,371 5,969,963| 2,898,597 3,071,366| 1,345,741 128,097 | 235,938 -
Zhengzhou Airport Economy 654,722 | 1,212,147 562,701 | 649,446 - (4,560) | (4,960) -
ne WaferWorks Technogy Corp

(I) Consolidated Financial Statement of Subsidiaries

MANAGEMENT REPRESENTATION LETTER

The entities that are required to be included m ¢bombined financial statements of
Wafer Works Corp. as of December 31, 2020 and Heryear then ended under the
Criteria Governing the Preparation of Affiliation Refs, Consolidated Business
Reports and Consolidated Financial Statements oligkéfd Enterprises are the same as
those included in the consolidated financial staei® prepared in conformity with the
International Financial Reporting Standard No. hGadidition, the information required
to be disclosed in the combined financial statesestincluded in the consolidated
financial statements. Consequently, Wafer Works Cand Subsidiaries do not prepare
a separate set of combined financial statements.

Very truly yours,

Wafer Works Corp.

By

Chiao,

Pat

Chairman
March 25, 202



(I11) Relationship report: Not applicable.

Private placement of securities during thedatigear and up to the publication date of this
annual report: None.

Holding or disposal of the company’s sharestsysubsidiaries in the last year and up to
the publication date of this annual report: None.

Other supplementary disclosure: None.

In the last year and up to the publication d#tthis annual report, if there are any matters
that have a significant impact on shareholdergite@nd interests or securities prices as
specified in Subparagraph 2, Paragraph 3, Arti6lef3his Act, state them item by item:

None.



