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I. Letter to Shareholders

Dear Shareholders:

In 2022, the global economy faced challenges due to inflation and rising interest rates, which
had an impact on production and consumption worldwide. As a result of the reduced external demand,
Taiwan's annual economic growth rate hit the lowest since 2016. The domestic semiconductor
industry, on the other hand, continued to thrive due to the emergence of new technologies; whilst the
annual output value reached all time high. According to Semiconductor Equipment and Materials
International (SEMI), the total area of silicon wafer shipped was 14,713 million square inches (MSI),
an increase of 3.9% from year 2021, and sales revenue exceeded US$13.8 billion, a 9.5% annual
increase. Benefiting from the upward trend of semiconductor market and hence an increase in the
average selling price, Wafer Works' 2022 consolidated revenue reached a historical high of NT$12.68
billion, up 22.6% year over year; and earnings per share was NT$4.0.

Many countries are ending their policies of sharply raising interest rates in 2023, China’s
consumption power is on a quick rebound after the lift of its zero-COVID policy; all resulting in
favorable circumstances for reduction of global inventory. As the use of 5G wireless systems,
artificial intelligence (Al), electric vehicles (EV), and other applications accelerate in the post-
pandemic era, Taiwan's semiconductor industry will continue to gain momentum, enabling numerous
business opportunities. With the continuous increase in market demand, Wafer Works will actively
expand production capacity and develop new products to better serve our customers.

The outlook for this year’s operations is as follows:

(1) Business: We will continue to deliver high-quality small diameter silicon wafers, and also
diligently invest in the development of 300 mm silicon wafer technology and capacity. Moreover,
customized services will be offered, which mitigates the impact of market volatility on our operations.

(2) Quality: Product excellence and reliable delivery of high quality wafers is the unchanging
commitment to our business partners. We will further automate the production lines, utilize big data
analytic methods and digital transformation to achieve Industry 4.0, which is the cornerstone of
manufacturing consistency.

(3) Technology: Apart from our core competence of 300 mm N-type, low-resistance heavily-
doped silicon wafers, we will also actively develop 300 mm lightly-doped P-type silicon wafers for
logic components. To expand our product portfolio, we will ally with strategic partners to develop
compound materials and improve our technology and capability to meet the stringent quality
requirements of tier one customers.

(4) Sustainability: To promote corporate sustainability, we will adopt sustainable management
practices which include Sustainability Accounting Standards Board (SASB) and Task Force on



Climate-related Financial Disclosure (TCFD). We will also integrate ESG (environmental, social and
governance) ethos into our daily operations to pursue sustainable management and development.

Wafer Works is a customer-centric corporation, diligently developing new products and
technologies, continuously expanding our global business footprint, upholding ethical standards,
committed to improving the quality of life for our employees and the society, and implementing
specific policies to promote sustainable development relating to ESG. We would like to express our
gratitude to all shareholders for your long-term support to Wafer Works.

Chairman: Ping-Hai, Chiao OM%\

Manager: Hsien-Yuan, Chang \ «yf;\.g;’b_{,_\/ﬁ#’x
P



II. Company Profile

L Date of Inception

1.  Date of Inception: July 24, 1997
2. Addresses and contact numbers of the Head office, Branch office and factories:
Head office address: No. 1, Pingguo Road, Yangmei District, Taoyuan City 326014.
Branch office address: No. 100, Longyuan 1st Road, Longtan Science Park, Longtan
District, Taoyuan City 325002.
Factory address:
Longtan Plant — No. 100, Longyuan 1st Road, Longtan Science Park, Longtan District,
Taoyuan City 325002
Yangmei Plant — No. 1, Pingguo Road, Yangmei District, Taoyuan City 326014
Office Tel: (03) 481-5001
II.  Company History
Wafer Works Corporation (the Company) was founded on July 24, 1997 with an initial
capital of NTD$ 5 million, dedicated to R&D, design, fabrication, import and export, and agency
sales of semiconductor products.
1997 Jul.  Established with NTD$ 5 million paid-in capital, and the Chairman was Mr. Nan-
Hsiung, Tsai.
1997 Nov. Acquired “Helitek Company Ltd.” in the United States.
1999 May. Completed the construction of Yangmei Plant and officially launched the production.
2001 Oct. Chairman Nan-Hsiung, Tsai resigned, and Mr. Ping-Hai, Chiao was elected as the
Chairman of the Board.
2002 May. Listed on the OTC.
2004 Mar. Acquired 75% of the equity shares and obtained the right of management of “Wafer
Works (Shanghai) Corp.”.
2005 Sep. Started the construction of “Wafer Works Epitaxial Corp.”.
2006 Oct. Completed the construction of “Wafer Works Epitaxial Corp.” and launched the
production.
2007 Jun.  Established “Wafer Works Optronics Corp.” to produce sapphire substrates for blue
and white LEDs.
2007 Jun.  Epitaxial wafers were qualified by international customers and started mass
production and delivery.
2007 Nov. Awarded by Forbes Asia as one of the “Best Under a Billion” companies in Asia.
2008 Mar. “Solargiga Energy Holdings Ltd.” was listed in Hong Kong.
2009 Aug Started mass production and delivery of 200mm heavily doped epitaxial wafers.
2010 Apr. Held the groundbreaking ceremony of Longtan Plant.
2010 Jul.  Completed phase 1.5 expansion project of Yangmei Plant.
2011 Jan.  Started the phase 2 epitaxial wafer capacity expansion project of “Wafer Works
Epitaxial Corp.”
2011 Oct.  The headquarters of the Company was officially inaugurated, and Longtan Plant
started official operation.
2013 Dec. Longtan Plant was granted the “Safety and Health Role Model Award” by the
Industrial Development Bureau, MOEA.
2015 Aug. “Wafer Works (Shanghai) Corp.” acquired 51% of equity shares and officially

obtained the right of management of “Wafer Works (Yangzhou) Corp.”.
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2016 Mar.
2016 May.

2016 Nov.

2016 Dec.

2017 Feb.
2017 Jul.
2018 Oct.

2018 Nov.

2019 Jul.

2019 Nov.

2019 Dec.

2020 Oct.

2021 Mar.

2022 Apr.

2022 Oct.

Merged “Wafer Works Optronics Corp.”.

Successfully produced the first 300 mm (heavily doped with arsenic) silicon ingot
with ultra-low resistance in the Greater China Area.

“Water Works (Shanghai) Corp.” merged “Wafer Works Epitaxial Corp.” and
“Wafer Works (Yangzhou) Corp.” via capital increase and share swap and
completed the equity restructuring.

“Wafer Works (Shanghai) Corp.” signed a strategic cooperation agreement with the
Bureau of Zhengzhou Airport Economy Zone, which “XingGang (Henan) Sunac
Industrial Development Fund” invested RMB 700 million to acquire 37.6% of shares
of “Wafer Works (Shanghai) Corp.”. The raised fund was limited to be used for the
construction of a 200 mm wafer plant with a monthly capacity of 200,000 wafers in
the Zhengzhou Airport Economy Zone.

Completed the registration of “Wafer Works (Zhengzhou) Corp.”.

Held the groundbreaking ceremony of “Wafer Works (Zhengzhou) Corp.”
Completed the construction of “Wafer Works (Zhengzhou) Corp.” and started the
operation.

Relocated the Songjiang Plant of “Wafer Works (Shanghai) Corp.” and temporarily
suspended production.

Held the groundbreaking ceremony of the “Phase II Crystal Growth Manufacturing
and R&D Center” of Longtan Plant.

Completed the registration of “Zhengzhou Airport Economy Zone Wafer Works
Technology Corp.”.

“Wafer Works (Shanghai) Corp.” was restructured to “Wafer Works (Shanghai) Co.,
Ltd.”.

Completed the construction of the “Phase II Crystal Growth Manufacturing and
R&D Center” of the Longtan Plant and started the operation.

Completed the relocation of the Songjiang Plant of “Wafer Works (Shanghai) Co.,
Ltd.” and resumed production.

“Wafer Works (Zhengzhou) Corp.” merged with “Zhengzhou Airport Economy
Zone Wafer Works Technology Corp.”.

Completed the construction of the “12-inch Manufacturing and R&D Production
Line” of the Longtan Plant and started the operation.



III. Company Governance Report

L Organization
1. Organizational structure
Shareholders Meeting
Board of Directors
Audit Office
Chairman /CEO
Chairman Office/
R&D Center Stock Affairs Office
Investment & Planning Office
President
President Office
Legal Affairs Office
Investment Relations Office
300 Project Work Safety Office
Wafer/Crystal Water Dpe.rat_lon Business & Pmduct Business Material IT Finance Accounting . Enterprise Service QA
Technology Planning Marketing . . L. .. . HR Division . L
Growth Plant . .. Service Division Division Division Division Division Division
Division Office Division




2. Responsibilities of each major department

Department Responsibilities

1. Formulate the company's visions and objectives, business strategies, and
operational policies.

. Implement the resolutions and action items of the Board meeting.

. Implement the resolutions of the shareholders' meeting.

Chairman/CEO

W N

—

. Implement the resolutions and action items of the Board meeting under the
command of the Chairman.

. Formulate the company's business plans and take all responsibilities.

. Establish corporate systems, cultivate talents, and reinforce the foundation for the
company's long-term development.

[\

President

98]

. Responsible for the disclosure of material information of the company.
. Establish and maintain relationships with domestic and foreign investors.
. Establish and maintain media relationships.

Investment Relations
Office

. Assist in the supervision of the internal control system.

Audit Office . Responsible for the operation of internal audits.

—_N =N =

. Implement operational resources analysis for management to make operational
decisions.

2. Integrate and improve process flow and system, and assist in enhancing

efficiency.

Operation Planning Office

1. Assist the management in formulating the company's future development
objectives, strategies, and investment plans.
. Provide the management with strategic and valuable investment advice..

Investment & Planning
Office

. Responsible for the stock transaction affairs.
. Implement company governance.
. Establish functional committees in compliance with the regulations.

Chairman Office/
Stock Affairs Office

— N =N

. Responsible for the R&D of fundamental technology of crystal growth and
crystalline.

. Evaluate and introduce new products and new technologies.

. Responsible for the technology development roadmap.

. Responsible for academic talent pipeline development.

R&D Center

. Evaluate and develop 300 mm products and technologies.
. Responsible for the operations related to 300 mm wafers, including production
300 Project processes, equipment, fabrication, and factory affairs.

N =Bk W

3. Responsible for talent pipeline development plan of 300 mm technology.
4. Plan 300 mm capacity expansion project.
Wafer Technology 1. li{;;p(r):tsil(fﬁe for wafer production technology development and process
Division & )

2. Deal with customer complaints regarding technical issues.

1. Plan, manage and oversee the implementation of safety and health affairs in the
Work Safety Office factory.
. Plan and implement the occupational safety and health management system.

. Conclude and verify business contracts and legal documents.

. Protect and manage the intellectual properties of the company.

. Assist in compliance with the laws, implement legal risk management, and deal
with litigation.

W N =N

Legal Affairs Office

1. Formulate annual sales plans and product pricing policy.

2. Assist in debt collection and customer credit limit control.

3. Provide customers with product application technical support and increase
Sales Division customer satisfaction.

4. Create and increase revenue, profit, and business scopes of the company.
5. Manage and plan distribution channels.

6. Plan and execute sales strategy.

6




Department

Responsibilities

. Provide professional technical support to customers, and propose product

development information and strategies according to product application features.

. Provide product planning and marketing for global markets and launch new

products to increase market share.

Business & Product
Marketing Division

. Develop new markets and new customers.
2.

Formulate product development roadmap, marketing strategies, and promotion
activities.

. Coordinate the marketing strategies and activities for the Group.

Information Technology
Division

. Responsible for the scope of computerization.
. Responsible for network systems and application systems.
. Renew and upgrade IT equipment.

Finance and Accounting
Division

—_0 DN =W

. Responsible for the management of exchange rates, interest rates, and financial

risks.

2. Responsible for capital management.
3. Responsible for the establishment, maintenance, and implementation of the

accounting system.

. Responsible for periodical financial report analysis, cost structure analysis, and

business performance analysis.

. Responsible for budget preparation and management, disclosure of public

information and management of tax affairs.

Quality Assurance
Division

. Establish the company’s quality policies and operating systems.

. Establish and implement the incoming and shipment quality inspection standards.
. Establish and manage the DCC document control system.

. Plan, maintain and implement ISO9001and IAFTA16949 management system.

Materials Division

—_ N =

. Responsible for inventory management and procurement of domestic and foreign

equipment, raw materials, and parts.

. Assist in the establishment of alternative resources of raw materials and parts.

. Assure the correctness of the material ledger.

. Systemize and computerize procurement procedures.

. Formulate, coordinate, and implement annual customs inventory counting plans.

Human Resources
Division

—_ W N

[\

. Ensure to comply with the requirements of RBA, ESG and the laws and

regulations.

. Establish the company’s organizational planning and talent pipeline.
. Implement performance management system to establish the performance-

oriented salary structure.

. Formulate human resource policies in coordination with the company’s

development strategies to retain, engage and recruit talents.

. Promote company culture and empower leaders to ensure communication

effectiveness through learning systems, and implement and manage training
plans.

Enterprise Service
Division

. Responsible for the company’s external affairs and public relations.
. Establish and promote administration and general affairs systems.

. Maintain plant environment, supervise security and cleanliness.

. Plan and implement the ESG.

. Shape and promote the corporate image.

Wafer/Crystal Growth
Plant

— BN =

. Responsible for inventory management and procurement of domestic and foreign

equipment, raw materials, and parts.

. Responsible for the crystal growth, wafering, epitaxy process, equipment,

fabrication, and facility system.

. Responsible for process improvement & yield enhancement, equipment

maintenance & enhancement of utilization rate, production scheduling,
production management, and quality enhancement, and operation of the facility
system.




II.

Information of Directors, President, Vice Presidents, Assistant Vice Presidents, Division and Branch Heads
1) Member of the Board

Information on Member of the Board (1)

April 21, 2023

Title

Nationality
or place of
registration

Name

Gender
Age

Date Elected

Term

Date
First Elected

Shareholding
held when elected

Current Shareholding

Current Shareholding
held by spouse &
minor children

Shareholding
by nominee
arrangement

Experience (Education)

Shares P

Shares P

Shares %

Shares %

Selected Current
Positions at
‘Wafer Works
and Other
Companies

Executives, Directors or
Supervisors Who are
Spouses or within second

egree of kinship

o

Title | Name | Relation

Note

Chairman

R.O.C.

Ping-Hai, Chiao

Male
71-80

July 23, 2021

3 years

Nov. 4, 1997

11,500,849 2.25%

12,072,954 2.23%

10,527 0%

MS Chemical Engineering, San Jose State University
Chairman of the Board of Directors, Solargiga Energy
Holdings Limited

Founder and President of Helitek

Sr. Manager of Lite-on Semiconductor Corp.

PE Manager of Siltec

Note 1

None | None None

Note 2

Director

R.O.C.

Nan-Yang, Wu

Male
61-70

July 23, 2021

3 years

Mar. 17, 2017

Master Degree, Stanford University

Team Leader of Optoelectronic Laboratory, ITRI
President of Legend Technology Venture Capital
Investment Corp.,

President of Central Technology Venture Capital, Inc.

Note 3

None | None None

Director

R.O.C.

Zhen-Tu, Liu

Male
61-70

July 23, 2021

3 years

June 25, 2015

124 0%

124 0%

Ph.D. Business Administration, Nova Southeastern
University, USA

CFO of USI Group

President of Harbinger Venture Capital

President of Liancheng Venture Capital

Director of MITAC Internatonal Corp.

Director of Getac

Director of UPC Technology Corporation
Director of HanTech Venture Capital Corporation
Supervisor of Synnex Technology International
Corporation

None

None | None None

Director

R.O.C.

Hua Eng Wire &
Cable Co., Ltd.

July 23, 2021

3 years

Nov. 4, 1997

4,493,217 0.88%

4,699,013 0.87%

Not applicable

None

None | None None

R.O.C.

Representative:
Min-Shiang, Lin

Discharged on Jan.

10, 2022

Male
81-90

July 23, 2021

July 23, 2021-
Jan. 10, 2022

Nov. 4, 1997

Provincial Kaohsiung Vocational High School/
Examination Yuan Grade B Financial Administrator
Qualified/

Director / Vice President of Hua Eng Wire & Cable Co.,
Ltd.

Note 4

None | None None

R.O.C.

Representative:
Hsiu-Mei, Liu
Newly appointed
on Feb. 1, 2022

Female
61-70

Feb. 1, 2022

Feb. 1, 2022—
July 22, 2024

Feb. 1, 2022

MS Accounting, Long Island University, New York
IAccounting Manager of Hua Eng Wire & Cable Co.,
ILtd.

Note 4

None | None None

Director

R.O.C.

Chung-Hou, Tai

Male
71-80

July 23, 2021

3 years

June 23, 2006

1,526,162 0.30%

1,523,162 0.28%

IMS Management Science, Tamkang University
BS Electric and Control Engineering, NCTU
ICo-founder of Acer Corp.

IChairman of Investar Corporation

Note 5

None | None None

Director

British
Virgin
Islands

Hitech Holding
(BVI) Corp.

July 23, 2021

3 years

June 30, 2003

3,545,887 0.69%

3,545,887 0.66%

Not applicable

None

None | None None

R.O.C.

Representative:
Chun-Lin, Chen

Male
61-70

July 23, 2021

3 years

July 23, 2021

100,983 0.02%

135,608 0.03%

282 0%

BS Industrial Engineering, Tunghai University
IProduction Supervisor and Industrial Engineer of
[Electronic Laboratories, ITRI

Production Manager of Motorola, Inc.
Production and QA Manager of Tecom Co., Ltd.
President of Taisil Electronic Materials Corp.
President of Wafer Works Corporation

None

None | None None

Independent
Director

R.O.C.

Yong-Song, Tsai

Male
61-70

July 23, 2021

3 years

June 25, 2015

MS International Business Management, NTU

MS Materials Science and Engineering, The Ohio
State University, USA

Vice President of Walden International Taiwan Co.,

Ltd.

Note 6

None | None None




Title

Nationality
or place of Name Date Elected Term held when elected
registration

Selected Current| Executives, Directors or
Positions at Supervisors Who are
Experience (Education) Wafer Works | Spouses or within second

and Other degree of kinship

Current Shareholding Shareholding
Current Shareholding held by spouse & by nominee
Age First Elected minor children arrangement

Gender Date Shareholding

Shares % Shares % Shares % Shares % Companies Title | Name | Relation

Note

Independent
Director

R.O.C.

MS Economics, Nankai University, Tianjin
Male BA Accounting, Soochow University

61-70 July 23, 2021 3 years June 27, 2018 Director and Vice President of Want Want China
Holdings Limited

Feng-I, Lin Note 7 None | None None

Independent
Director

R.O.C.

Ph.D. Finance and MS Business Administration,
Drexel University, Lebow School of Business,
Philadelphia, USA

Adjunct Lecturer and Visiting Scholar of Drexel
University, Lebow School of Business, Philadelphia,
USA

Assistant Professor of Dept. of Finance, National
Chung Cheng University

Department Director and Associate Professor of Dept.
July 23, 2021 3 years July 23, 2021 — — — — — — — —  |of Finance, Yuan Ze University Note 8 None | None None
Director and Professor of Graduate Institute of
Management, National Taiwan Normal University
Science and technology technician of the Ministry of
Science and Technology

Visiting Scholar of University of Washington

CEO of Double Master Degree Program in
International Business Management

Independent Director of Nanoplus Limited (Cayman)
Taiwan Branch

Male

De-Wai, Chou 51-60

Note 1:

Note 2:

Note 3:
Note 4:

Note 5:

Note 6:

Note 7:

Note 8:

Concurrently holds the positions of CEO of Wafer Works Corporation, President of Helitek Company Ltd., Chairman of Heli-Vantech Corp., Director of Silicon Technology Investment (Cayman) Corp., Director of Wafer
Works (Shanghai) Co., Ltd., Director of Wafer Works Epitaxial Corp., Wafer Works Investment Corp., and Director of Wafermaster Investment Corp.

When the Chairman and President or equivalent position (Top Executive) of a company is the same person, or spouse for first degree relative of each other, the reason, rationality, necessity, and responsive measure of this
situation shall be specified;

The reason that the Chairman of the Company is also the CEO of the Company is for the overall operational consideration. With his outstanding business vision, the Company would like to have the Chairman actually
participate in the Company’s operation in order to implement the operational decision making and to enhance the operation efficiency. So far 2/3 of the members of the Board of Directors are neither employees or
managers. The Company has also established an Audit Committee and Compensation Committee to strengthen the Company governance and to continuously reduce the operational risks through vigorous internal control
mechanism.

Concurrently holds the positions of Director of Edision Opto Corporatio, Director of Guangdong Jinko Electronics Co., Ltd., and Director of Advanced Photoelectronic Technology Ltd. (Hong Kong).

Director Min-Shiang, Lin deceased on January 10, 2022, and the Corporate Director of Hua Eng Wire & Cable Co., Ltd. appointed representative Shiu-Mei Liu as the new Director on February 1, 2022. Director Shiu-Mei
Liu concurrently holds the positions of Manager of Accounting Division/Acting Spokesperson of Hua Eng Wire & Cable Co., Ltd., Director of China Ecotek Corporation, Director of Co-Tech Develpoment Corp., Director
of Bionime Coporation, Supervisor of Hua Ho Engineering Co., Ltd.,

Concurrently holds the positions of Chairman of Investar Corporation, Chairman of Digitimes Inc., Independent Director of Asustek Computer Incorporation, Chairman of Photonics Industry & Technology Development
Association, Director of Chief Telecom Inc.., Director of Fullerton Technology Co., Ltd., Director of 21Vianet Group Inc., Director of Lumens Digital Optics Inc., Director of Global Testing Corporation, Director of
Wafer Works (Shanghai) Co., Ltd., and Director of IC Broadcasting Co., Ltd.

Concurrently holds the positions of Partner of Asia Parker Capital Limited, and Independent Director of Silergy Corp.

Concurrently holds the positions of Independent Director of Grape King Bio Ltd., Independent Director of Digiwin Software Co., Ltd., Independent Director of Sunjuice Holdings Co., Limited, and Director of Shanghai

Karon Eco-Valve Manufacturing Co., Ltd.
Concurrently holds the positions of Professor of Graduate Institute of Management of National Taiwan Normal University, Supervisor of Taiwan Association of Board Governance, and Supervisor of Taiwan Institute of

Directors, and Executive Director of Chinese United Family Office Associates




Major shareholders of Wafer Works institutional shareholders

April 21, 2023

Institutional Shareholder

Major Shareholders of the Institutional Shareholders

Hua Eng Wire & Cable Co., Ltd.

First Copper Technology Co., Ltd. (32.96%); Hua Horng Investment
Co., Ltd. (7.23%); Pi-O, Wang Yang (3.49%); Feng-Shu, Wang
(2.55%); Wen-Ling, Wang (2.20%); Hung-Jen, Wang (2.12%); Yu-
Fa, Wang (1.75%); Hung-Ming, Wang (1.46%); Kun-Jung, Chen
(0.80%); Mei Da Woods Industry Co., Ltd. (0.62%)

Hitech Holding (BVI) Corp.

(33.4%)

Ko-Pin, Chu (33.2%); Tai-Yuan, Wang (33.4%); Nan-Hsiung, Tsai

Major Shareholders of Wafer Works’ Major Institutional Shareholders

April 21, 2023

Corporate Name

Major Shareholders of Corporate

First Copper Technology
Co., Ltd.

Hua Eng Wire & Cable Co., Ltd. (39.44%); Yu-Fa, Wang (7.98%); Pi-O, Wang
Yang (2.52%); Wen-Ling, Wang (1.82%); Feng-Chuan, Wang (0.67%);
International Shipbreaking Enterprise Co., Ltd. (0.50%); Feng-Shu, Wang (0.43%);
Hung-Ming, Wang (0.41%); Feng-Chin, Wang (0.23%); Hung-Jen, Wang (0.19%)

Hua Hung Investment Co.,

Kulsum Industries Limited (Hong Kong) (79.79%); Wen-Ling, Wang (3.19%);
Feng-Chuan, Wang (3.19%); Feng-Shu, Wang (3.19%); Hung-Jen, Wang (3.19%);

Ltd. Hung-Ming, Wang (2.87%); Yu-Ting, Wang (2.13%); Yu-Fa, Wang (1.07%);
Feng-Chin, Wang (0.85%); Pi-O, Wang Yang (0.53%)
. Yu-Fa, Wang (25.26%); Wen-Ling, Wang (16.32%); Pi-O, Wang Yang (15.79%);
Mei Daé?VooStsCIIndustry Feng-Chuan, Wang (15.79%); Feng-Shu, Wang (15.79%); Hung-Jen, Wang
0., Ltd.

(5.26%); Hung-Ming, Wang (5.26%); Yu-Ting, Wang (0.53%)

Information on directors (2)
1) Disclosure of Professional Qualifications of Directors and Independence of

Independent Directors:

Criteria

Name

Professional qualification and experience

Independence Status

Number of other
public companies in
which the individual
concurrently serve as

an Independent
Director

Chairman,
Ping-Hai, Chiao

He graduated from San Jose State University
with a master degree in Chemical Engineering.
He is currently the chairman and CEO of the
Company.

He has dedicated to the semiconductor industry
for almost 40 years, and he equips with
capabilities of professional leadership,
marketing, operational management, and
strategic planning to lead the company towards
sustainable operations as a pioneer of the
industry.

There is no circumstance defined in Article 30 of
Company Act.

0
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Director,
Nan-Yang, Wu

Mr. Nan-Yang, Wu graduated from Stanford
University with a master degree.

He holds the positions of Director of Edison
Opto Corporation,

Director of Guangdong Jinko Electronics Co.,
Ltd., and Director of Advanced Photoelectronic
Technology Ltd (Hong Kong).

He equips with experience in finance,
commerce, market investment, industry related
operational planning, and management practice
experiences.

There is no circumstance defined in Article 30 of
Company Act.

Director,
Zhen-Tu, Liu

Dr. Zhen-Tu, Liu graduated from Nova
Southeastern University, USA with a doctoral
degree in Business Administration.

He was once the Director of MITAC
International Corp. and Director of Getac and
Director of UPC Technology Corporation.

He was once the CFO of USI Group and he
equips with the capabilities of corporate
governance, accounting information and
financial analysis, the insight of industrial
development, and the capability of operational
management practices.

There is no circumstance defined in Article 30 of
Company Act.

Hua Eng Wire &
Cable Co., Ltd.
Representative:
Hsiu-Mei, Liu

Ms. Hsiu-Mei, Liu graduated from Long Island
University, New York with a master degree in
Accounting.

She currently serves as the accounting manager
of Hue Eng Wire & Cable Co., Ltd.,
Representative of Corporate, Directors of China
Ecotek Corporation, and Co-Tech Development
Corporation.

She equips with experience and professional
qualifications in commerce, finance, and the
company’s business and specialized in corporate
finance and accounting affairs, and equipped
with rich industrial planning experience.

There is no circumstance defined in Article 30 of
Company Act.
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Director,
Chung-Hou, Tai

Mr. Chung-Hou, Tai graduated from Tamkang
University with a master degree in Management
Science.

He is the co-founder of ACER and he currently
serves as the Chairperson of Isvestar
Corporation, Chairman of Digitimes Inc.,
Independent Director of Asustek Computer
Incorporation, Chairman of Photonics Industry&
Technology development Association,

Director of Chief Telecom Inc., and

Director of Fullerton Technology Co., Ltd.

He equips with industrial experience, and
capabilities in strategic management, marketing,
leadership, and academic research.

There is no circumstance defined in Article 30 of
Company Act.

Hitech Holding
(BVI) Corp.

Representative:
Chun-Lin Chen

Mr. Chun-Lin Chen graduated from Tunghai
University with a bachelor degree in Industrial
Engineering.

He was once the President of the Company and
its subsidiaries. He has dedicated to the
semiconductor industry for more than 35 years
and he equips with the capabilities of
professional leadership, operational
management, and strategic planning.

There is no circumstance defined in Article 30 of
Company Act.

- 12 -




Independent
Director,
Yong-Song, Tsai

Mr. Yong-Song, Tsai graduated from NTU with
a master degree in International Business
Management, and has another master’s degree in
Materials Science and Engineering in The Ohio
State University, USA.

He is the convenor of the Company’s
Compensation Committee and the member of the
Company’s Audit Committee, partner of Asia
Parker Capital Limited, and Independent
Director of Silergy Corporation.

He equips with more than 5 years of experience
and professional qualification in commerce,
finance, accounting and the company’s business.
There is no circumstance defined in Article 30 of
Company Act.

Compliance with
independence:

1.

The person, his/her
spouse, or his/her relatives
within the second degree
of kinship have not served
as the director, supervisor,
or employee of the
Company or its affiliated
enterprise.

. The person, his/her

spouse, or his/her relatives
within the second degree
of kinship have not
personally (or through
nominees) held any share
of the Company.

. The person has not served

as the director, supervisor,
or employee of the
company with specific
relationship with the
Company.

. There has not been any

amount of remuneration
received for providing the
company or its affiliated
enterprises with
commercial, legal,
financial, or accounting
service in last two years.
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Independent
Director,
Feng-I, Lin

Mr. Feng-1, Lin graduated from Soochow
University with a bachelor degree in Accounting
and graduated from Nankai University, Tianjin
with a master’s degree in Economics.

He is the convenor of the Company’s Audit
Committee and the member of the Company’s
Compensation Committee.

He serves as the Independent Director of Grape
King Bio Ltd., and Independent Director of
Sunjuice Holdings Co., Limited.

He equips with more than 5 years of experience
and professional qualification in commerce,
finance, accounting and the company’s business.
There is no circumstance defined in Article 30 of|
Company Act.

Compliance with
independence:

1.

The person, his/her
spouse, or his/her relatives
within the second degree
of kinship have not served
as the director, supervisor,
or employee of the
Company or its affiliated
enterprise.

. The person, his/her

spouse, or his/her relatives
within the second degree
of kinship have not
personally (or through
nominees) held any share
of the company.

. The person has not served

as the director, supervisor,
or employee of the
company with specific
relationship with the
Company.

. There has not been any

amount of remuneration
received for providing the
company or its affiliated
enterprises with
commercial, legal,
financial, or accounting
service in last two years.
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Independent
Director,
De-Wai, Chou

Mr. De-Wai, Chou graduated from Drexel Compliance with 0
University, Lebow School of Business, independence:

Philadelphia, USA, with a master degree in 1. The person, his/her
Business Administration and a doctoral degree in|  spouse, or his/her relatives
Finance.

He concurrently serves as a member of Audit
Committee and Compensation Committee of the
Company, Professor of the Institute of

within the second degree
of kinship have not served
as the director, supervisor,

Management of National Taiwan Normal or employee of the
University. He was once the Director of Company or its affiliated
Lungtech Shipbuilding Co., Ltd., and enterprise.

concurrently serves as Executive Supervisor of |2 The person, his/her
Taiwan Association of Business School,
Supervisor of Taiwan Association of Board
Governance, and Supervisor of Taiwan Institute
of Directors, Executive Director of Chinese

spouse, or his/her relatives
within the second degree
of kinship have not

United Family Office Associates. pers?nally (or through

He equips with more than 5 years of experience nominees) held any share
in commerce, finance, accounting, and the of the Company.
professional qualification as a college professor |3. The person has not served
in the department related to the Company’s as the director, supervisor,
business. or employee of the

There is no circumstance defined in Article 30 of . .
Company Act. company with specific

relationship with the
Company.

4. There has not been any
amount of remuneration
received for providing the
company or its affiliated
enterprises with
commercial, legal,
financial, or accounting
service in last two years.

2. Diversity and independence of Board of Directors

(1) Diversity of Board of Directors:

According to Article 20 of the Company’s “Corporate Governance Code”, the Board
of Directors must be composed of diversified members equipped with the required
knowledge, skills, and professions for implementing their job duties. In order to achieve
the ideal goals of corporate governance, the entire Board of Directors shall be equipped
with the following abilities: (1) Operational judgment ability (2) Accounting and financial
analysis ability (3) Operation management ability (4) Crisis management ability (5)
Industrial expertise (6) Global market perspective (7) Leadership (8) Decision making
ability
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The diversification policy of directors is as shown below:

Tenure of Independent Diversified Core Capabilities
Age Director
. 3 Employed Operational Accountant Operation Crisis Industry | Global market | Leadership [ Decision-
Name Title Gender | 51 | 61 | 71 Less to More | by Wafer Judgment and Management | Management | Expertise | perspective making
- - - | than3 9 than 9 Works Ability Financial Ability Ability ability
60 | 70 | 80 | years years Analysis
years Ability
Ping-Hai, Chiao Chairman Male v 4 v v v v v v v v
Nan-Yang, Wu Director Male 4 v v v v v v v v
Zhen-Tu, Liu Director Male v v v v v v v v
Hsiu-Mei, Liu Director Female v v v v v v v v
Chung-Hou, Tai Director Male v v v v v v v v
Chun-Lin, Chen Director Male v v v v v v v v
Yong-Song, Tsai In]d;pendem Male v v 4 v v v v v v v
irector
Feng-1, Lin Independent | /., v v v v v v v v v
Director
De-Wai, Chou | Independent |y, |y v v v v v v v v
Director
Management Goal Achievement
There shall be at least one female director Achieved
Independent directors shall serve no more than three consecutive terms Achieved
Directors who also serve as company managers shall not exceed 1/3 of Achieved
the total number of directors

(2) Independence of board of directors:

The current board of directors of the company consists of 9 directors, including 3

independent directors accounting for 33%. The qualifications of all independent directors

are in compliance with the statutory regulations, and none of directors are spouses or

relatives within the second degree to each other as stipulated in Article 26 Paragraph 3 Item

3 and 4 of the Securities and Exchange Act.
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2) Information about Company's President, Vice Presidents, Assistant Vice Presidents, Division Heads, and Branch Heads

April 21, 2023

Executives, Directors or

Current shareholding Shareholding by S
. . Supervisors Who are
Shareholding held by spouse & Nominee . s o
minors Arrangement Selected Current Positions at Spouses or wnhu? the‘
Title Nationality Name Gender | Date Elected Experience (Education) ‘Wafer Works and second degree of kinship Note
Numb Rate of Other Companies
Shares % Shares % umber share- Title | Name | Relation
of shares R
holding
MS Chemical Engineering, San Jose State University
Chairman Chairman of the Board of Directors, Solargiga Energy Holdings Limited
R.O.C. Ping-Hai, Chiao Male July 24, 1997 12,072,954 2.23% 10,527 0.00% — — Founder and President of Helitek Note 1 None | None None Note 2
and CEO . .
Sr. Manager of Lite-on Semiconductor Corp.
PE Manager of Siltec
Ph.D. Chemical Engineering, University of Leeds, UK President of Huaxin
President of Chip LEDs Technology (Shanghai) Technology Co.
President R.O.C. Hsien-Yuan, Chang Male Aug. 5, 2021 355,199 0.07% — — — — Sr. Manager of CMSC, Inc. Ltd. None | None None —
Department Manager of UMC Independent Director of J-
Section M; of TSMC Metrics Co., Ltd.
Manufacture Vice MS Mechinical Egineeing, National Central University
President R.O.C. Yung-Cheng, Sung Male Nov. 4, 2021 56,848 0.01% — — — — Engineer of Taisil Electronic Materials Corp. None None | None None —
residen Engineer of Electronic & Optoelectronic System Research Laboratories, ITRI
MS Mechinical Egineeing, National Central University
300 Project Vice | p o | Kuang-Chung, Liao | Male | Nov.6,2018 | 234213 | 0.04% — — — — |Engineer of Gold Circit Electronics Ltd. None None | None | None | —
President Engineer of Princeton Precision Industries Co.
Engineer of TXC Corporation
. MS Electical Engineering, Da-Yeh University
Sales Vice Project Vice Manager of Feeling Technology Cor
President R.O.C. Lung-Chih, Lin Male | Aug.4,2022 300 0.00% — — — — ) ¢ & s e 8y Lorp. ) None None | None | None —
Senior Engineer of System Application, Novatek Microelectronics Corp.,
(Note 3) . . L .
Senior Engineer of Protech Pharmaservices Corporation
Vice President of MS Business Administration, National Cheng-Chi University
Invest‘menl & ROC. Po-Lin, Tsou Male Aug, 4, 2022 o o o o o o Sen;or Vice Pres1den‘t of Marketing, CTBC Venture Capital Co. None None | None None o
Planning Office Senior Investment Director, hTC
(Note 3) Vice General Manager of OFCO Industrial Corporation
IT Assistant Vice MS Mathematics Science Computer Option, University of Massachusetts at Lowell, USA
. R.O.C. Shu-Jen, Lo Female | Oct. 29, 2019 35,232 0.01% — — — — IT Manager of Taroko Textiles Corporation None None | None None —
President . .
IT Manager of Carrier Taiwan
MS Business Administration, University of Illinois at Urbana-Champaign, USA
Deputy HR Director, Global Unichip Corp.
HR Assistant Vice . HR Director, Etron Technology Inc.
President R.O0.C Chun-Fei, Hou Female Sep.5,2022 20,000 0.00% Senior HR Manager, Focaltech Systems Co., Lid. None None | None None
Senior HR Manager, D-Link Corp.
Assistant HR Manager, Hon Hai Technology Group (Foxconn)
BA Public Finance, Feng Chia University Supervisor of Huaxin
Financial Director R.O.C. ‘Wei-Lun, Lin Male May 6, 2020 6,000 0.00% 751 0.00% — — Sr. Specialist of Underwriting Department of Fuhua Securities Corp. (Shanghai) Technology Co. None | None None —
Supervisor of Audit Department of KPMG Ltd.
IBA Accounting, Chang Jung Christian University . . .
o . . - - > 3 Financial and Accounting
Af.z.ountmg R.O.C. Chia-Yu, Lu Female | May 6, 2020 2,000 0.00% Vfce Manager of A.U(m Department of Ermt & Young . . Director of Huaxin (Shanghai) | None | None None
Director |Vice Manager of Finance and Accounting Department of Europtronic(Taiwan) Ind. Corp. Technology Co. Ltd
[Manager of Finance and Accounting Department of Frog Technology Ltd. £y -0 Hi¢-

Note 1: Concurrently holds the positions of CEO of Helitek Company Ltd., Chairman of Heli-Vantech Corp., Director of Silicon Technology Investment (Cayman) Corp., Director of Wafer Works (Shanghai) Co., Ltd., Director of
Water Works Epitaxial Corp., Director of Wafer Works Investment Corp., and Director of Wafermaster Investment Corp.

Note 2: When the Chairman and President or equivalent position (Top Executive) of a company is the same person, or spouse for first degree relative of each other, the reason, rationality, necessity, and responsive measure of this
situation shall be specified; The reason that the Chairman of the Company is also the CEO of the Company is for the overall operational consideration. With his outstanding business vision, the Company would like to have
the Chairman actually participate in the Company’s operation in order to implement the operational decision making and to enhance the operation efficiency. So far 2/3 of the members of our Board of Directors are neither

employees or managers. The Company has also established Audit Committee and Compensation Committee to strengthen the Company governance and to continuously reduce the operational risks through vigorous internal

control mechanism.

Note 3: Sales Vice President Lung-Chih, Lin and Vice President of Investment & Planning Office Po-Lin, Tsou appointed based on the resolution of Board of Directors on Aug. 4, 2022.
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III.

Remuneration of Directors, Independent Directors, President and Vice Presidents

1.

(1) Summary disclosure

Remuneration to general directors and independent directors

December 31, 2022 Unit: NTD thousand

Remuneration to Directors

Amount and ratio of

Remuneration received as employee

Amount and ratio of

Remuneration to . total A,B,C,D,E, F Remuner-
. . R . total A, B, C, D to net Salary, bonus and . Employee remuneration (G) o o
Remuneration (A) Pension (B) dl?;zl.(t)(t);sl()c) Allowances (D) income (%) (Note 2) special allowance (E) Pension (F) (Note 1) and G to(;:;tl:lzc;me (%) d::)vnef::(;n
Job Title Name ) All ) All ) All ) All All ) All ) All Fompgl}ies All companies
All companies companies companies companies companies companies companies | o mentioned in the companies other than
The mentioned in The mentioned| The | mentioned The mentioned |  The menti]()me d>in The mentioned The | mentioned pany financial The menti]()me d>in subsidiaries
Company | the financial | Company in the |Company in the Company in the Company the financial Company in the Company in the statements Company the financial or parent
reports financial financial financial reports financial financial Cash | stock | Cash Stock renorts company
reports reports reports ports reports reports as ¢ as ¢ ports
Ping-Hai, Chiao
Nan-Yang, Wu
Zhen-Tu, Liu
[Hua Eng Wire&Cable Co., Ltd.
[Representative: Hsiu-Mei, Liu
Director ~ [(Newly appointed on Feb. 1, 2022) 720 1,487 - - 10,500 | 10,500 - - Olgifé‘;& 015152% 3918 5,622 - - 2200 - | 2.200 - 17,338 | 19.809 None
[Representative: Min-Shiang, Lin i ’ 0.8009%  0.9150%
(Discharged on Jan. 10, 2022)
Chung-Hou, Tai
Hitech Holding (BVI) Corp.
Representative: Chun-Lin, Chen
Yong-Song, Tsai
Independent Fengg—I Lif 1,800 1,800 - - - - - - 1,800 1,800 - - - - - - - 1,800 1,800 None
Director ~ ’ ’ 0.0831% | 0.0831% 0.0831% | 0.0831%
De-Wai, Chou

1. Specify the remuneration payment policy, system, standard, and structure for independent director, and the correlation between the amount of payment in accordance with the factors of job duty, risk, and dedicated time: It is specified in the “Rules of Director
Remuneration Payment” of the Company that the independent director’s duty is to performance business independently and participate in company governance while receiving fixed amount of remuneration monthly, so he/she shall not participate in the director
remuneration distribution from the Company’s annual earnings.

2. The remuneration received by the Company’s director in the most recent year for providing services (such as serving as a consultant (not an employee) for the parent company/all companies in the financial report/reinvestment company): None.

Note 1: The 2022 remuneration distribution proposal was approved by the Company’s Board of Directors on March 15, 2023, but it is not yet submitted to the shareholders’ meeting, so the amounts and list of employee remuneration distribution have not yet
been determined. So the aforementioned amount is only the estimated amount.
Note 2: The 2022 net income after tax is NTD2,164,939 thousand.
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(2) Classification of remuneration

Range of remuneration paid to directors

Name of director

Aggregate of first four items (A+B+C+D)

Aggregate of first seven items (A+B+C+D+E+F+G)

The Company

All companies mentioned in
the financial reports

The Company

All companies mentioned in
the financial reports

Less than NTD1,000,000

Min-Shiang, Lin, Chun-Lin,
Chen, Yong-Song, Tsai,
Feng-1, Lin, De-Wai, Chou

Min-Shiang, Lin, Chun-Lin,
Chen, Yong-Song, Tsai,
Feng-1, Lin, De-Wai, Chou

Min-Shiang, Lin, Chun-Lin,
Chen, Yong-Song, Tsai,
Feng-1, Lin,

Min-Shiang, Lin, Chun-Lin,
Chen, Yong-Song, Tsai,
Feng-1, Lin, De-Wai, Chou

NTD1,000,000(inclusive) ~
NTD2,000,000(exclusive)

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.

Nan-Yang, Wu, Zhen-Tu, Liu,
Hua Eng Wire & Cable Co.,
Ltd., Chung-Hou, Tai,
Hitech Holding (BVI) Corp.

NTD2,000,000(inclusive) ~
NTD3,500,000(exclusive)

Ping-Hai, Chiao

NTD3,500,000 (inclusive) ~
NTD5,000,000(exclusive)

Ping-Hai, Chiao

NTD5,000,000(inclusive) ~
NTD10,000,000(exclusive)

Ping-Hai, Chiao

NTD10,000,000(inclusive) ~
NTD15,000,000(exclusive)

Ping-Hai, Chiao

NTD15,000,000(inclusive) ~
NTD30,000,000(exclusive)

NTD30,000,000(inclusive) ~
NTD50,000,000(exclusive)

NTD50,000,000(inclusive) ~
NTD100,000,000(exclusive)

Over NTD100,000,000

Total

13,020 thousand

13,787 thousand

19,138 thousand

21,609 thousand

Remuneration to Supervisor: Not applicable.
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3.  Remuneration to President and Vice Presidents
(1) Summary disclosure

December 31, 2022 Unit: NTD thousand

. Amount and ratio of
Salary, bonus and [ Remuneration to employees
. . . total A, B,C,D,E, F
Salaries(A) Pension (B) special allowance, etc. (D) . .
©) (Note 1) and G to net income | Remuneration
(%) (Note 2) from invested
. : All All All All companies All companies
Title Name . . . . . .
companies companies companies The mentioned in companies| other than
The mentioned | The [mentioned The mentioned| Company | the financial The |mentioned| subsidiaries or
Company inthe [Company| inthe |Company| inthe reports Company| inthe [parent company
fll‘la.l’lCl'c‘ll flnancu?l flnancu?l Cash |stock| Cash |Stock fll‘la.l’lCl'c‘ll
reports reports reports reports
Chairman and CEO Ping-Hai, Chiao
President Hsien-Yuan, Chang
Manufacture Vice President Yung-Cheng, Sung 30.519 32223
300 Project Vice President Kuang-Chung, Liao| 22,651 24,355 521 521 - 7,347 7,347 -y 4(’)97% 1 4é84% None
Sales Vice President (Note 3) Lung-Chih, Lin ’ ’
Vice President of Investment & Planning Office (Note 3) |Po-Lin, Tsou
Vice President of Investment & Planning Office (Note 4) |Ming-Yi, Chi

Note 1: The 2022 remuneration distribution proposal was approved by the Company’s Board of Directors on March 15, 2023, but it is not yet submitted to the
shareholders’ meeting, so the amounts and list of employee remuneration distribution have not yet been determined. So the aforementioned amount is only the

estimated amount.
Note 2: The 2022 net income after tax is NTD2,164,939 thousand.

Note 3: Sales Vice President Lung-Chih, Lin and Vice President of Investment & Planning Office Po-Lin, Tsou appointed based on the resolution of Board of Directors

on Aug. 4,2022.

Note 4: Vice President of Investment & Planning Office Ming-Yi, Chi, resigned on March 31, 2022.

(2) Range of remuneration

Name of President and Vice Presidents

Range of remuneration paid to the presidents and vice-presidents

The Company All companies mentioned in the financial reports
Less than NTD1,000,000 - -
NTD1,000,000(inclusive) ~NTD2,000,000(exclusive) Ming-Yi, Chi Ming-Yi, Chi
NTD2,000,000(inclusive) ~NTD3,500,000(exclusive) Po-Lin, Tsou Po-Lin, Tsou

NTD3,500,000 (inclusive) ~NTD5,000,000(exclusive)

Yung-Cheng, Sung, Kuang-Chung, Liao,
Lung-Chih, Lin

Yung-Cheng, Sung, Kuang-Chung, Liao,

Lung-Chih, Lin

NTD5,000,000(inclusive) ~NTD10,000,000(exclusive)

Ping-Hai, Chiao, Hsien-Yuan, Chang

Ping-Hai, Chiao, Hsien-Yuan, Chang

NTD10,000,000(inclusive) ~NTD15,000,000(exclusive)

NTD15,000,000(inclusive) ~NTD30,000,000(exclusive)

NTD30,000,000(inclusive) ~ NTD50,000,000(exclusive)

NTD50,000,000(inclusive) ~NTD100,000,000(exclusive)

Over NTD100,000,000

Total

NTD30,519 thousand

NTD32,223 thousand
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1) Names of managers with remuneration as employees and the status of payment
December 31, 2022 Unit: NTD thousand

Ratio of total

. Cash amount to net
Title Name Stock (Note 1) Total income after tax
(%) (Note 2)
Chairman and CEO Ping-Hai, Chiao
President Hsien-Yuan, Chang
Manufacture Vice President Yung-Cheng, Sung
§ 300 Project Vice President Kuang-Chung, Liao
0% Sales Vice President Lung-Chih, Lin - 7,947 7,947 0.3671%
2 | Vice President of Investment & Po-Lin. Tsou
Planning Office ’
Financial Director Wei-Lun, Lin
Accounting Director Chia-Yu, Lu

Note 1: The 2022 remuneration distribution proposal was approved by the Company’s Board of Directors
on March 15, 2023, but it is not yet submitted to the shareholders’ meeting, so the amounts and list
of employee remuneration distribution have not yet been determined. So the aforementioned
amount is only the estimated amount.

Note 2: The 2022 net income after tax is NTD2,164,939 thousand.

Compare and analyze the total remuneration to the Directors, President, and Vice
Presidents of the Company and all companies included in the consolidated financial
statements in the last two years in the ratio of total remuneration to net income after tax.
The policies, standards and combinations for the payment of remuneration, the
procedures for determining remuneration, and the correlation with risks and business
performance.
1) Analysis of proportion in the last two years:

December 31, 2022

Ratio of total remuneration|Ratio of total remuneration
to net income after tax in | to net income after tax in
2021 2022
Title All companies All companies Explanation
The ) . The . .
mentioned in the mentioned in the
Company| .. . Company| .. .
(Note 1) financial reports (Note 2) financial reports
(Note 1) (Note 2)

Director | 1.4620% 1.6454% 0.8840% 0.9981% The remuneration for director shall in
accordance with the Company’s “Rules
of Director Remuneration Payment”,
and the remuneration for President and
\Vice President in accordance with

. “Rules for Management of
President . .
and Remuneration for Managers”. The
Vice 1.9796% 2.1258% 1.4097% 1.4884%  |proportion of remuneration to net
p ! dent income after tax is reasonable.

residents [The difference is mainly due to the
significant gap between the net income
after tax in 2022 at NTD2,164,939
thousand and the net income after tax in
2021 at NTD1,050,573 thousand.

Note 1: The net income after tax in 2021 was NTD1,050,573 thousand.
Note 2: The net income after tax in 2022 was NTD2,164,939 thousand.

2) Compensation policies, standards, and combinations, the procedure for determining
remuneration, and its correlation to operating performance and future risk exposure:

A. It is stipulated in Article 29 of “Company Articles of Incorporation” that, the
Company shall set aside no more than 2% of profits as a director’s remuneration,
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when the Company makes profits in the year. However, there shall be a certain
amount reserved from the profits in advance to make up for the loss, when there is
still accumulated loss of the Company.

. According to Article 25 of “Articles of Incorporation”, the Company shall pay the
Chairman and Directors the remuneration for performing their duties, and such
remuneration shall be determined in accordance with their participation in and
contribution to the Company’s operation while taking into consideration the
payment level in the same industry.

. For the purpose of implementing the spirit of company governance and
establishing a basis for distribution of director remuneration, the Company has
formulated the “Rules of Director Remuneration Payment”, which was proposed
in the first meeting (August 7, 2018) of the 4™ Session of Compensation Committee
and approved in the second meeting (August 7, 2018) of the 9" Session of Board
of Directors.

. The remuneration of managers shall in accordance with the Company’s “Rules for
Management of Remuneration for Managers”. The Compensation Committee shall
come up with a proposal in accordance with the Company’s operational strategy,
profit situation, performance, contribution to the Company, and the salary level of
the market to be submitted to the Board of Directors to be approved before
implementation.

. Correlation between business performance and future risk: the evaluation is based
on the Company’s “Rules for Performance Review of Board of Directors” and
“Management Rules for Performance Review”. In addition to the operational
performance of the Company and future business risks and development trends of
the industry, reasonable remuneration will also be granted in accordance with
individual performance achievement rate and contribution to the Company. And
the remuneration system will be timely reviewed based on actual business
conditions, laws and regulations in order to achieve the balance between
sustainable development and risk control of the Company.

The remunerations for Directors and Managers of the Company shall be
determined based on the overall consideration of their participation in the
Company’s operation and the performance review. The aspects of consideration
are shown in the table below:

Aspect of Evaluation Proportion Description
Deployment of the Integrity, engagement, and commitment are must
Company’s core value and 10% with capabilities of deploying corporate
operational & management philosophy and culture by demonstrating
capabilities leadership and management skills.

Finance and sales indicators: the fulfillment of
finance and sales goals including profitability,
growth rate, product quality, and sales target.
Comprehensive management indicators:
innovation management, risk management, and
information security.

Annual KPI achievement
rate (from the perspectives 40%
of finance and sales)

Directors and Executives shall contribute to the
evolving activities of Environment, Social,
Advocate of sustainable 40% Governance (ESG) in compliance with laws and
management regulations of corporate governance and
sustainability and commit to continuously learn

new knowledge.
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Special contributions include special international
certificates or special awards, whereas major
adverse events include negative news, improper
internal management, and personnel malpractice.

Other special contributions

. 10%
or major adverse events

IV. Implementation of Corporate Governance
1. The implementation status of the Board
The term of the current Board of Directors is from July 23, 2021 to July 22, 2024. A
total of 6 (A) board meetings were held in 2022. Director attendance is as follows:
Attendance in Attendance rate
Title Name erson (B) By proxy | in person (%) Note
P [B/A]
Chairman |Ping-Hai, Chiao 6 0 100%
Director [Nan-Yang, Wu 6 0 100%
Director [Zhen-Tu, Liu 6 0 100%
Re-elected on July 23, 2021.
Hua Eng Wire & Cable Co.,
Director [Ltd. Representative: 6 0 100%
IHsiu-Mei, Liu
Director |Chung-Hou, Tai 5 1 83%
Hitech Holding (BVI) Corp.
Director [Representative: 6 0 100% Newly assumed on July 23, 2021.
Chun-Lin, Chen
Director [Yong-Song, Tsai 5 1 83%
Re-elected on July 23, 2021.
Independent i o 1 1 in 6 0 100%
Director
Independent |y (i Chou 6 0 100% Newly elected on July 23, 2021.
Director

Other matters to be recorded:
1. If any of the following situation apply, the date and session of the board meeting, proposal, comments of all independent
directors, and the Company’s responses to these comments of independent directors shall be specified:

(1) Matters listed in Article 14-3 of the Securities and Exchange Act: The Company has established the Audit Committee
so Article 14-3 does not apply. For relevant data, please refer to the “Implementation Status of Audit Committee” in
the annual report.

(2) Other resolutions made by the board meeting, which are objected to or have reservations by independent directors

with records or written statements except for the aforementioned matters: None.

2. Execution of directors’ avoidance of proposals of personal interests shall include specification of the name of director,
roposal, reason for avoidance of conflict of interests, and the participation in voting:

Works Investment Corp. at
US$4.80 per share, for a total
amount no more than
US$12,480,000.

Chiao is required to enter
recusal.

Board Meeting Name of Proposal Reasons for avoidance Participation

Date/Session Director of conflict of interests in voting
March 23, 2022 The Company plans to acquire no

6" meeting of more than 2,600,000 class B

the 10" Board preferred shares of its 2"-tier As a shareholder of Grand

of Directors company - Silicon Technology Sea Investments Limited Not
Ping-Hai, Investment (Cayman) Corp. Chairman Ping-Hai ’ participating
Chiao through its subsidiary - Wafer ’

in this voting

March 23, 2022
6™ meeting of
the 10" Board

of Directors

Hsiu-Mei, Liu
Chung-Hou, Tai
Feng-1, Lin

Proposal to lift the non-compete
restriction on incumbent directors
and their representatives.

The directors entering

recusal are those subject
to the proposed lifting of
non-compete restriction.

Not
participating
in this voting
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AiguSt 4.’ 2022 . . The 2021 employee compensation [The Chairman entering .N.Ot .
8" meeting of Ping-Hai, . \ . . participating
h . allocation for the Company’s recusal is subject to the S .
the 10" Board Chiao . . in this voting
. managerial personnel. proposed allocation.
of Directors
March 15, 2023 The directors entering Not
12" meeting of Zhen-Tu. Liu Proposal to lift the non-compete recusal are those subject participating
the 10" Board ’ restriction on incumbent directors. fo the proposed lifting of in this voting
of Directors non-compete restriction.

3. An OTC company shall disclose the information such as the cycle and period, scope, method, and evaluation aspect of self
or peer evaluation of the Board of Directors, and the attached form of Board of Director evaluation situation shall be filled.
Evaluation [Evaluation Evaluation Evaluation
Cycle Period Scope Methods
Once per [January 1, Board of Self-evaluation of Performance review of Board of
year 2022 to Directors director Directors
December 31, 1. Participation in company’s

2022 operation

Evaluation Aspect

2. Enhancement of decision-making
quality of Board of Directors

3. Composition and structure of
Board of Directors

4. Election and continuous
education of directors

5. Internal control

Individual Self-evaluation of Performance assessment of
director director individual director

1. Control over company’s targets
and tasks

2. Recognition of duties of director

3. Participation in company’s
operation

4. Internal relationship management
and communication

5. Profession and continuous
education of director

6. Internal control

Functional Self-evaluation of Performance assessment of Audit
committee  |member of functional | Committee
committee 1. Participation in company’s

operation

2. Recognition of duties of Audit
Committee

3. Enhancement of decision-making
quality of Audit Committee

4. Composition and member
election of Audit Committee

5. Internal control

Performance review of

Compensation Committee

1. Participation in company’s
operation

2. Recognition of duties of
Remuneration Committee

3. Enhancement of decision-making
quality of Remuneration
Committee

4. Composition and member
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election of Remuneration
Committee

4. The evaluation of the goals (such as establishment of Audit Committee and enhancement of information transparency) of
enhancement of competency of Board of Directors and the implementation status:

(1) The Investor Service Section has been set up on the Company’s website for online access by investors at any time.
Its content includes: company governance, financial information, service information, stock affairs information,
news center, Q&A, and contact window. It can effectively enhance information transparency. The Company website
is at:

http: //www.waferworks.com.

(2) According to the regulations of securities competent authority, the Company established a Compensation Committee
on December 29, 2011 to help the Board of Directors execute and evaluate the Company’s overall remuneration and
welfare system, and regularly reviews the appropriateness of remunerations for Directors and Managers.

(3) The Company has passed the proposal of Director election for the 9" session of Board of Directors during thel
shareholders’ meeting on June 27, 2018. The Audit Committee has been formed by all independent directors to
supersede the Supervisor in compliance with the laws, and the organizational rules for Audit Committee have been|
formulated.

(4) The operation of the Company’s Board of Directors shall be in compliance with laws and regulations, the Company’s
rules, and the resolutions made by the shareholders’ meeting. In addition to possessing the professional knowledge,
skills and qualities required for business execution, all directors are committed to the principle of loyalty and good
faith and a duty of care to create the maximum interests for all shareholders.

(5) The annual training hours of the Company’s directors must meet the requirements of competent authorities, and all
directors are encouraged to participate in company governance courses and law advocacy activities.

(6) The Company’s Board of Directors approved the establishment of company Corporate Governance Officer on May
6, 2021 to help Directors perform their duties and enhance the effectiveness of Board of Directors while being in
charge of company governance affairs.

25



2. Operation status of Audit Committee
(1) Operation status of Audit Committee:

There will be three independent directors elected by the Company’s general
shareholders’ meeting to form the Audit Committee. This Committee will at least
convene one meeting per quarter. The Audit Committee is responsible for periodic
review of the following important matters:

A. Financial statements
B. Internal control system
C. Material transactions of assets, derivatives, loans, endorsements and guarantees

D. Engagement, dismissal, remuneration, and evaluation of the independence of the
Company’s CPAs.

E. Risks and control procedures in compliance with government law
F. Execution of documentation that involves government agencies

(2) The attendance of independent directors during the recent 5 meetings (A) of Audit
Committee in 2022 is as shown below:

. Attendance in Attendance rate
Title Name person (B) By proxy (%) (BJA) Note
Independent director Feng-1, Lin 5 0 100%
Independent director | Yong-Song, Tsai 4 1 80% Re-elected on July 23, 2021
Independent director | De-Wai, Chou 5 0 100% Newly elected on July 23, 2021

Other matters to be recorded:

1. If any of the following circumstances occur, the date of meetings, resolutions, reservations or major advice items, resolutions|
of the Audit Committee and the Company’s response to the Audit Committee’s opinion should be specified.
(1) Items listed in Article 14-5 of the Securities and Exchange Act.

Items listed in  [Other items which
Article 14-5 of |were not approved
Audit ' . the Securities by thej Audit
Committee Session Resolution and Exchange Committee but
Act were approved by
two-thirds or more|
of all Directors
1. The Company’s 2021 annual business report and v
financial statement.
2. 2021 earnings distribution. v
3. Private placement of securities. v
4.Application of the Company’s subsidiary, Wafer Works v
The (Shanghai) Corp., for flotation on mainland China’s
5" meeting | stock markets.
2022.3.23 of the 5. Publication of the Company’s 2021 “Internal Control \Y%
Second System Statement”. Approved by all
Session  |6. Amendment of the Company’s “Procedures for \Y% independent
Acquisition or Disposal of Assets”. directors with no
Resolution of Audit Committee: it was approved by all members of Audit objections
Committee
The Company’s action in response to the resolution of Audit Committee: it
was approved by all present directors.
The 1. Replacement of the CPA in accordance with the v
6" meeting Statement on Auditing Standards.
2022.5.6 of the 2.The Company’s 2022Q1 financial statement. v
Second  [3.Planning to approve the 2022 annual compensation for v
Session certified public accountant.

26



4. Amendment of the Company’s “Internal Control v
System”, “Internal Audit System”, “The preparation of
Financial Reports management measures” and
“Property measurement measures”.

5. Amendment of the Company’s “Rules of Corporate \Y%
Governance”.
6. Amendment of the Company’s “Ethical Corporate \Y%

Management Best Practice Principles” and “Procedures
for Ethical Management and Guidelines for Conduct”.
7. Amendment of the Company’s “Corporate Social v
Responsibility Principles”.
Resolution of Audit Committee: it was approved by all members of Audit
Committee
The Company’s action in response to the resolution of Audit Committee: it
was approved by all present directors.

1.The Company’s 2022Q2 financial statement. \Y
2. As required for the Company’s mid and long-term \Y%
development, an initial investment of no more than
The NT$4.5 billion is planned to establish a large size
7™ meeting silicon wafer plant on the Erlin Base land of Central
2022.8.4 of the Taiwan Science Park and purchase some of the

Second necessary machines and equipment.

Session  [Resolution of Audit Committee: it was approved by all members of Audit
Committee

The Company’s action in response to the resolution of Audit Committee: it
was approved by all present directors.

1.The Company’s 2022Q3 financial statement. v
2.Resolution on commitments for the listing of the v
The company’s subsidiary, Wafer Works (Shanghai) Co.,
8" meeting | Ltd., on the STAR Market
2022.11.4 of the 3.Formulating the Company’s 2023 annual audit plan. \Y

Second  [Resolution of Audit Committee: it was approved by all members of Audit
Session  (Committee

The Company’s action in response to the resolution of Audit Committee: it
was approved by all present directors.

1.The Company’s 2022 assessment of independence and \Y
competence of certified public accountant.
The 2. Formulation of the Company’s “Procedures for v
h . Handling Material Information and Preventing Insider
9™ meeting oy . TR
Trading” and abolishment of the original “Management
2022.12.22 of the : . . N
Second Operations for Preventing Insider Trading”.
Session Resolution of Audit Committee: it was approved by all members of Audit

Committee

The Company’s action in response to the resolution of Audit Committee: it

was approved by all present directors.

(2) Other matters which were not approved by the Audit Committee but were approved by two-third or more of all directors:
None.

2. If there is independent directors’ avoidance of motions in conflict of interest, the independent directors’ names, content of the|

motion, causes for avoidance and voting should be specified: None

3. Communications between independent directors, the Company’s chief internal auditor and CPAs (including the material items,

methods and results of the Company’s finance or operations):

(1) Communications between independent directors, internal auditors, and CPAs.

1. There shall be at least four meetings arranged every year for the accountant to report to independent directors on the
Company’s financial status, the financial and overall operation situations of domestic and overseas subsidiaries, and
internal control audit situation. And there shall be a thorough communication on whether or not there is any major
adjusting entry or laws amendment and its impact on the account situation.

2. If there is any major issue to be discussed in the board meeting, the CPAs will also be invited to provide professional
opinions and to increase the interactions between accountants and directors/ independent directors.

3. The Company’s internal audit division is an independent division directly under the Board of Directors. In addition to
attending the regular board meetings to report to Directors/ Independent Directors on the implementation situations of
audit plans and audit results, the Audit Supervisor shall also communicate with independent directors regularly or when|
necessary.
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4. A meeting can be convened at any time in case of any major abnormal event.
(2) Abstract of communication between Independent Directors and Internal Audit Supervisor in 2022

Date Material communication Items Executive result
1. 2021 “Internal Control System Statement” o .
2022.3.23 b. Audit Report of Q1 in 2022 No comments in this meeting
1. Audit Report of Q2 in 2022
2022.5.6 2. Amend’r,nint of the Company s Inteltnal Control System”, “Internal Au:ilt No comments in this meeting
System”, “The preparation of Financial Reports management measures” and
“Property measurement measures’.
2022.8.4 |1. Audit Report of Q3 in 2022 No comments in this meeting
1. Audit Report of Q4 in 2022 S .
2022114 2. Formulation of the Company’s 2023 Audit Plan No comments in this meeting

(3) Abstract of communication between independent directors and certified public accountant in 2022

Date

Material communication Items

Executive result

2022.3.23

AN N W=

. Scope of audit and audit report in 2021

. Independence of CPA

. Major audit issues

. Update of securities related laws and regulations

. Update of tax related laws and regulations

. Introduction of modification of the 9" Company Governance

Evaluation System

No comments in this meeting

2022.5.6

. Scope of audit and audit report of Q1 in 2022

. Independence of CPA

. Major audit issues

. Update of securities related laws and regulations

No comments in this meeting

2022.8.4

. Scope of audit and audit report of Q2 in 2022

. Independence of CPA

. Major audit issues

. Update of securities related laws and regulations

. Update of tax related laws and regulations

. The latest developments in sustainable development

No comments in this meeting

2022.11.4

N WN—=ONWDN R WD~ WD~

. Scope of audit and audit report of Q3 in 2022

. Independence of CPA

. Major audit issues

. Update of securities related laws and regulations
. Update of tax related laws and regulations

No comments in this meeting
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The state of the company’s implementation of corporate governance, any variance from the corporate governance best-practice principles for
TWSE/ TPEXx listed companies, and the reason for any such variance

Assessment Item

Implementation Status (Note)

Yes

No

Summary

Non-implementation|
and its reason(s)

. Does the Company set up
and disclose the Corporate
Governance based on the
“Corporate Best-Practice
Principles for
TWSE/TPEx Listed
Companies?”

The Company has set up Corporate Governance Best Practice Principles to promote corporate governance operation in accordance with the
" Corporate Governance Best Practice Principles for TWSE/TPEx Listed Companies " and disclosed it on the Company's website.

No significant
difference

. The Company’s
shareholding structure and
shareholders’ rights

(1) Does the Company have

Internal Operation
Procedures for handling
shareholders’
suggestions, concerns,
disputes and litigation
matters? If yes, have
these procedures been
implemented
accordingly?

(2) Does the Company have

a list of its major
shareholders and the
beneficial owners of these
major shareholders?

(3) Has the Company built

and executed a risk
management system and
“firewall” between the
Company and its
affiliates?

(4) Has the Company

established internal rules
prohibiting insider
trading on undisclosed

information?

(1) The Company has established spokespersons, and acting spokesperson, a stock affairs office, and an email box to deal with suggestions
of disputes among shareholders.

(2) The Company has regularly reported the changes in equity of Directors and managers through a stock transfer agency and internal staff
to recognize and monitor the structure of major shareholders.

(3) The Company follows the principle of financial and business independence as the basis for business transactions, and also formulates
the "Operation and Management Specifications for Affiliated Enterprises” as the basis for control.

(4) The Company has stipulated “Ethical Corporate Management Best Practice Principles”, “Procedures for Ethical Management”,
“Guidelines for Conduct”, and “Procedures for Handling Material Information and Preventing Insider Trading” to prevent employees
of the Company from trading based on undisclosed information.

No significant
difference
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Implementation Status (Note)

Assessment Item
Yes

No

Summary

[Non-implementation|
and its reason(s)

3. Composition and

Responsibilities of the

Board of Directors

(1) Has the Board of \'%
Directors established
a diversity policy, set
goals, and
implemented them
accordingly?

(2) Other than the
Compensation
Committee and the Audit
Committee, which are
required by laws, does
the Company plan to set

expertise 6. Global market perspective 7. Leadership 8. Decision making ability.

business, and they are not related by spouse or relatives within the second degree of kinship.

The diversification of members of Board of Directors is as shown below:

(1) According to Article 20 of the Company’s “Rules of Corporate Governance”, the composition of the Board of Directors shall take into
consideration of diversity and possession of necessary knowledge, skills and qualities to perform their duties. In order to achieve the
ideal objectives of company governance, the Board of Directors shall be equipped with the following capabilities: 1. Operational
judgment ability 2. Accounting and financial analysis ability 3. Operation management ability 4. Crisis management ability 5. Industrial

The Company’s current Board of Directors is formed by 9 Directors, including 1 female Director and 3 independent Directors (one of
them is a lecturer in college). The Directors are equipped with required experience in commerce, finance, accounting, and company

No significant
difference

other functional committees.

(2) In addition to the Compensation Committee and Audit Committee, the Company will evaluate the need for future establishment of

Age Inde :‘;g;:f]ggma " Diversified Core Capabilities
Independent Directc
o e
= w g < O > = | &
Name Title % 4 a = ﬁ% i f? :55 >v§ E 3;%’5,,5 g E}% ?Q g‘é- é%g g E?
ol ! g5 S = 3 =3 "B ZEZ22E |2 g =] 22 22§ g Zz
Ping-
Hai, Chairman Male v v v v v v v v v
Chiao
Nan- Male
Yang, Director v 4 v v v v v v v
Wu
Zhen-Tu, Director Male v v v v v v v v
Liu
Hsiu- Director
Mei, Liu Female v v v v v v v v
Chung- Director Male v v v v v v v v
Hou, Tai
Chun- Director Male
Lin, v v v v v v v v
Chen
Yong- Male
Song Inggpendcm v v v v v v v v v v
. irector
Tsai
Feng-1, Independent Male v v v v v v v v v
Lin Director
De-Wai, Independent Male v v v v v v v v v
Chou Director
Management Goal Achievement
There shall be at least one female director Achieved
Independent directors shall serve no more than three consecutive terms Achieved
Directors who also serve as company managers shall not exceed 1/3 of total number of directors Achieved

No significant
difference
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Implementation Status (Note)

Assessment Item

[Non-implementation|

evaluate the
independence of the
commissioned CPAs
regularly?

Yes|No Summary and its reason(s)
up other Board
committees?
(3) Has the Company Vv (3) The Company’s Board of Directors approved the formulation of “Measures for Performance Review of Board of Directors” on August
established methodology 6,2020. The internal perfprmance ‘ass.es.sment f)f the Board 9f Directf)rs shall be implemegted at leasF once per year, an.d t.his review is
for evaluating the for the enpre Board of D}rectors, 1nd1v1dgal dlrec‘tors, Audit Committee, and Cpmpensathn Corprmttee. The review is 1mp1‘emen‘ted No significant
. based on internal self-review, and self-review of directors and members of functional committees in the form of internal questionnaire. .
performance of its Board The results of the annual performance evaluation for 2022 are entirely positive. It has been reported to the Board of Directors on March difference
of Directors, on an 15, 2023 to serve as the reference for determination of remuneration for Individual Directors and election or nomination of Director.
annual basis, reported the|
results of performance to
the Board of Directors,
and use the results as
reference for directors’
remuneration and
renewal?
(4) Does the Company \Y4 (4) The Accounting Division of the Company evaluates its external auditors’ independence once a year and evaluation results are reported

to the Audit Committee and the Board of Directors for approval. The evaluation results on December 23, 2021 and December 22, 2022
indicate that the CPAs are in compliance with the Company’s independence standards. The evaluation items are as follow:

® The members of the Company’s certificate audit service team and their families don’t have any direct or indirect material financial
interests with the Company.

® There is no mutual financing or guarantee behaviors between the Company or the Company’s directors and the members of the
audit service team and their families (the business behavior of normal lending by financial institution is not subject to this
restriction).

® There is no close business relationship between the certified accounting firm or the members of the audit service team and the
Company or its affiliated enterprises.

® Currently there is no potential employment relationship between the members of the audit service team and the Company.

® None of the members of the audit service team have served as director of the Company or any position with major impact on the
audit case in last two years.

® The audit fee paid by the Company to the CPA is a set cost which is not contingent fee. There is no overdue public fee affecting
the independence of auditing.

® The non-audit services provided by the accounting firm and its affiliated enterprise did not directly affect the important subjects
of the audit case, did not involve in the Company’s management function, did not make decisions on behalf of the Company, and
did not affect its independence.

® None of the team members are entrusted to be the defenders of the Company's positions or opinions, or represent the Company's
inter-coordination in conflicts with third parties.

® The duration of CPA service does not exceed 7 years after appointment of this year.

® None of the members of the audit service team are related to the Company’s directors, managers, or those who have significant
impacts on the audit case.

® The Company’s directors and managers did not give any valuable gifts to any member of the audit service team.

No significant
difference
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Assessment Item

Implementation Status (Note)

[Non-implementation|

Yes|No Summary and its reason(s)
® None of the Company’s directors, managers, or personnel with major impacts on the audit case are retired/resigned from the
accounting firm within a year.
® The company has not subjected members of the audit services team to intimidation comes from the Company, to maintain
objectivity and clarify professional doubts.
. Does the TWSE/TPEX v To protect shareholders’ rights and interests and strengthen the function of the Board of Directors, it was approved by the Board of Directors

Listed Company have an
appropriate number of
competent personnel, and
a supervisor responsible
for corporate governance
matters (including but not
limited to providing
information for directors
and supervisors, assisting
directors and supervisors
with compliance, handling
work related to meetings
of the Board of Directors
and shareholders’
meetings, and producing
minutes and shareholders’
meetings, etc)?

on May 6, 2021 to appoint the Accounting Supervisor, Manager Jia-Yu, Lu, as the Company’s Corporate Governance Officer. The main

job includes management of board meeting and shareholders’ meeting affairs, composition of meeting minutes of board meetings and

shareholders’ meetings, assistance in appointment and continuous education of directors, provision of data required by directors for

conducting business, assistance in directors’ compliance with laws and regulations, and other matters stipulated in the Company’s Articles

of Incorporation or contracts.

Key points of business execution in 2022 are as shown below:

1. Arrange advanced education courses for each individual director (at least 6 hours each year for each director, and at least 12 hours in the
first year of the newly appointed director).

2. Assist Directors to understand the laws and regulations that should be complied with when conducting business at the request of directors.

3. Provide Directors with the required company information and assisting directors in communication and exchanges with all business
related supervisors.

4. Prepare a notice and agenda for each board meeting, alerting all directors 7 days in advance of the meeting, and sending out meeting

minutes within 20 days after the meeting.

5. Arrange the pre-registration of the date of shareholders’ meeting, and preparing meeting notice, meeting agenda, annual report, and

meeting minutes.

6. Confirm that the convening, resolution procedures, and meeting minutes of board meeting and shareholders’ meeting are in compliance

with laws and regulations and the Rules of Corporate Governance.

7. Carry out the change registration.

8. Confirm that the Company has provided all members of Board of Directors with the “Directors' and Managers' Liability Insurance” to
be reported during the board meeting.

The Corporate Governance Officer shall take at least 18 hours of advanced education during the first year of this appointment, and at least

12 hours each year after that.

The situations of advanced education of the Corporate Governance Officer in 2022 are as shown below:

Advanced Period of Hours of Total Hours of
Education Advanced Name of Course Advanced | Advanced Education
Institution Education Education of the year
“Financial Report Audit”, supervision practices of relevant laws and
Jan. 17, 2022 - L . 6
regulations, and common deficiencies in enterprises
Jan. 25, 2022 Analysw of common corporate internal control management deficiencies and 6
practical cases
A . How Can An Independent Director Properly Exercise Duty from the
ceounting Apr. 15,2022 | Perspective of Responsibility of the Securities and Exchange Act - And the 3
Research and . . . .
Development Discussion of Audit Committee 30
Foundation Apr. 15,2022 Cast Stud.y pf Prpcedures apd Legal Liability of Corporate Fiscal, Taxation 3
’ and Administrative Remedies
Apr. 18,2022 Supervplon on the Cpmpany S .Irnplementatlon of ESG by Directors, 3
Supervisors, and Senior Executives
Apr. 19. 2022 Latest Development of “Sustainable ESG” and “Self-Edited Financial 6
pr- 15 Report” Policies and Practices of Internal Control Management

No significant
difference
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Assessment Item

Implementation Status (Note)

Yes

No

Summary

[Non-implementation|
and its reason(s)

| Apr. 27,2022 | Read TCFD Report, Master the Key Points of Information | 3 |

5. Has the Company
established a means of
communicating with its
Stakeholders (including
but not limited to
shareholders, employees,
customers, suppliers, etc.)
or created a Stakeholders
Section on its Company
website? Does the
Company respond to
stakeholders’ questions on
corporate responsibilities?

The Company has set up various channels to provide the Company’s business and finance related information, such as the spokesperson
system and website; and has set up email boxes and assigned personnel to properly deal with all opinions from shareholders.

The Company has set up a section for the stakeholders in the ESG Sustainable Development Section of the Company’s website, and there
is a contact window to maintain good communication with all stakeholders (including customers, shareholders, employees, suppliers,
contractors, community residents, government agencies, societies, media, and all others).

No significant
difference

6. Has the Company
appointed a professional
register for its
Shareholders’ Meetings?

The Company has commissioned the professional stock affairs service agent- KGI Securities to manage various stock affairs of the
Company.

No significant
difference

7. Information Disclosure

(1) Has the Company
established a corporate
website to disclose
information regarding its
financials, business and
corporate governance
status?

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

(1) The Company website is http: //www.waferworks.com, where the information of finance and business, and corporate governance of
the Company is disclosed.

(2) The Company has set up English website and assigned personnel to be in charge of collection and disclosure of company information,
and implemented the spokesperson system.

No significant
difference

No significant
difference
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Assessment Item

Implementation Status (Note)

[Non-implementation|

Yes|No Summary and its reason(s)

(3) Does the Company V |(3) The Company did not announce and declare the financial report within 2 months after the end of the fiscal year. However, the | Same as summary

announce and report the Company has declared it ahead of schedule in compliance with the regulation, and announced the operation situation of each month.
annual financial
statements within two
months after the end of
the fiscal year, and
announce and report Q1,
Q2, Q3 financial
statements as well as the
operating status of each
month before the
prescribed deadline?

8. Has the Company (1) Employees’ rights and interests: For details, please refer to the operation overview and labor-management relationship in this annual No significant
disclosed other report. difference
Lnftct)rmatlg)n tf filc.lhtatfe.? (2) Employee relations: the relationship between labor and management has been harmonious since the inception of the Company. All
C(e) r; Cr) rl:tle zgsvirrln;ﬁi eo 1 rights and obligations of employer and employees are managed in accordance with various work rules of the Company. And the labor-
practices (e.g. including management meetings have been convened regularly with exactly the same number of representatives from either side attending these
but not limited to meetings to discuss and negotiate the adjustment of labor conditions and measures for mutual benefits between labor and management.
employee rights, (3) Investor relations: the Company has set up spokesperson, stock affairs unit, and email box to handle shareholders’ suggestions, and
§mployee we.llness, ) assigned personnel to handle investor related affairs.
1n1ve§tor re!atﬁons,fsuppher (4) Supplier relations: the Company has maintained good long-term relationships with the major suppliers.

Zfaia(t;ﬁglsc’iéf, zisir(:actors’ (5) Shareholders’ rights: the Company has set up various channels to provide the Company’s operation and finance related information,
training records, the such as the spokesperson system, stock affairs unit, and website; and the Company has set up email boxes and assigned personnel to
implementation of risk properly handle opinions from shareholders.
management policies and (6) The situations of advanced education of the Company’s directors in 2022:
risk evaluation measures, | V Date of advanced ”
the implementation of education g
customer relations 5 o E
policies, and purchasing ; Name Organizer Name of course g z
insurance for directors)? @ Start End “ i
(=3
N
The 18" term (2022) Corporate Governance Forum to
o 2022/10/19 2022/10/19 |Taiwan Corporate Governance Association  |enhance directors’ functions and fulfill corporate sustainable 3
5 Ping—‘Hai, governance. 6
.% Chiao . Seminar to introduce the equity stake to those inside the
2022/08/25 2022/08/25 |Taipei Exchange Lo X 3
OTC and emerging-listed companies.
g 2022/10/25 2022/10/25 |Taiwan Academy of Banking and Finance Corporate Governance Classroom. 3
& |Nan-Yang, Wu 6
= 2022/10/28 2022/10/28 |[Securities and Futures Institute The 2022 seminar to prevent insider trading. 3
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Assessment Item

Implementation Status (Note)

Yes

No

[Non-implementation|
and its reason(s)

Summary
The 18" term (2022) Corporate Governance Forum to
2022/10/19 2022/10/19 |Taiwan Corporate Governance Association  |enhance directors’ functions and fulfill corporate sustainable
governance.
9 2022/07/20 2022/07/20 |Taiwan Corporate Governance Association Symposu}m to evalua'l ¢ performance of the Board of Directors
5 . and functional committees.
§ | ZhenTu.Liu The TSE and OTC-listed ies” path (o net b 12
g 2022/07/07 | 2022/07/07 |Taiwan Corporate Governance Association ememioma“ -listed companies - path to net zero carbon
Taiwan Stock Exchange -~ Alliance
2022/05/12 | 2022/05/12 |Advisors ~ Taiwan Corporate Governance |Twin-Summit Online Forum.
Association
2022/11/11 2022/11/11 |Taiwan Corporate Governance Association Legal issues regar.d ing insiders’ shareholding management
and shares transactions.
o 2022/11/08 | 2022/11/08 | Taiwan Corporate Governance Association | r~cooio™ Of ditectors / supervisors” major civil and criminal
= iabilities and case studies.
‘;",_D, Hsiu-Mei, Liu Announcement of the guidelines for independent directors of 12
= 2022/10/07 2022/10/07 |Taiwan Stock Exchange the 2022 TSE-listed companies and the Audit Committee to
exercise their authority and outreach to directors / supervisors.
2022/08/12 2022/08/12 |Taiwan Corporate Governance Association Chall}enge's' confronted by enterprises in the trend of ESG
sustainability.
2022/08/10 2022/08/10 [Taiwan Corporate Governance Association |ESG development trends and digital coping strategy.
> . .
% | ChungHou, | 2022/07/26 | 2022/07/26 |Taiwan Corporate Governance Association | Londs of technology risks and development in the cloud 9
g Tai computing generation.
2022/07/20 | 2022/07/20 |Taiwan Corporate Governance Association ~ |COrPOrate sustainable governance judged according to the
viewpoint of the risks from corporate governance to EGG.
o0 2022/11/22 | 2022/11/22 |Taiwan Corporate Governance Association ~ |CCrPorate social responsibility - - discussing corporaie
g9 . governance from the standpoint of the human rights policy.
=] Chun-Lin, 6
s
g 9 Ch - . . . .
2 £ en 2022/11/15 2022/11/15 |Taiwan Corporate Governance Association I:Llrg;tl;lgnyg for managerial authority and analysis of prevention
=)
e g 2022/06/21 2022/06/21 |Taiwan Corporate Governance Association  |Corporate management mentality from CSR to ESG.
g % | Yong-Song, 6
% 2 Tsai
N % 2022/06/21 2022/06/21 |Taiwan Corporate Governance Association |Recommendations for elevating the company’s ESG.
=) inki i _ .
=5 2022/11/07 | 2022/11/07 |Taiwan Institute of Directors Thinking outside the ‘box - the keys to corporate
a2 . transformation strategy.
& & | Feng-l, Lin 6
g a aiwanese indus izati
g 2022/08/10 | 2022/08/10 |Taiwan Institute of Directors Taiwanese industry under the reorganization of the global
supply chain
=3 The 2022 Annual Forum of the Taiwan Institute of Directors
& _5‘ 2022/06/28 2022/06/28 |Taiwan Institute of Directors —exploration of the next generation’s core competition in the
a g | De-Wai, Chou age of upheaval. 6
g a
N % 2022/05/06 2022/05/06 [Securities and Futures Institute Regulations governing corporate governance and securities.

(7) Implementation of risk management policy and risk evaluation standards: the Company has adopted a preventive policy for risk

management. There is a strict internal control system established in compliance with the law, and irregular audits implemented by

Internal Auditors with audit reports; from the financial perspective, the Company has also adopted timely hedging measures with

35



Implementation Status (Note)

Assessment Item
Yes|No Summary

[Non-implementation|
and its reason(s)

respect to exchange rates and derivative transactions to reduce the risk. The Company will review the financial structure at all times
to avoid excessive financial risk.

(8) Implementation of consumer or customer protection policies: There are full-time employees in the Business Division and Quality
Assurance Division to provide customer compliant services and after-sales services; and the Company has provided customers with
relevant services and guarantees.

(9) The liability insurance purchased by the Company for the Directors: The Company has purchased liability insurance for the Directors,

which has been disclosed in the “Corporate Governance Section of Public Information Observatory”.

improvements an provide priority and measures to enhance those matters that have not yet been improved.

its annual report? (Index 2.2 has been improved.)

the Company’s website.
(2) Did the Company’s board members include at least one female director? (Index 2.6 has been improved.)
The new female director, Liu, Hsiu-Mei took office on Feb. 1, 2022.

apart? (Index 3.20 requires improvement).
The Company was invited to convene investor conferences on Jan. 6 and Apr. 13, 2022 and the interval was less than three months, so there is no score for this item.

9. With respect to the results of the annual Corporate Governance Evaluation most recently issued by the Corporate Governance Center of Taiwan Security Exchange, please describe the

The company ranked among the top 5%—20% companies in the results of Corporate Governance Evaluation. The improved matters and those to be further strengthened are as described below:
(1) Did the Company have a diversity policy for its board members, turn the diversity policy into a concrete management goal, and disclose the fulfillment status on the Company’s website or in

The diversity policy has been covered in the Company’s Corporate Governance Best Practice Principles, and the diversity status was disclosed on page 13 of the 2021 annual report and on

(3) Was the Company invited to convene (or did it self-convene) at least two investor conferences and were the first and last investor conferences in the assessment year at least three months

Note: There shall be specifications in the summary explanation columns regardless of either “Yes” of “No” was checked in the operation situation column.
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4. If the Company has established the Compensation Committee, its composition, job duty, and
operation situations shall be disclosed

1. Information of the members of Compensation Committee
April 21, 2023

Criteria Number of other public
. Professional qualification | Independence _companies in which the
Identity and experience status individual is concurrently
p serving as a member of
Name Compensation Committee
Independent
Director Yong-Song, Tsai 1
(Convenor) ) )
Independent Feno.L Li Please refer to the content of information on 5
Director eng-1, Lin directors (2) on page 13-15.
Independent .
Director De-Wai, Chou 0

2. Job Duties:
The committee shall perform the following duties faithfully and honestly, and submit
its recommendations to the Board of Directors for discussion:
(1) Regularly review the rules and propose the suggestions for amendment.

(2) Formulate and review annual and long-term performance objectives of the
Company’s Directors and Managers and the policies, systems, standards, and
structures of salaries and remunerations regularly.

(3) Evaluate and determine the remuneration for Directors and Managers regularly.

3. Operation status of Compensation Committee

(1) There is a total of 3 members in the Compensation Committee of the Company.

(2) The term of service of current members: July 23, 2021 to July 22, 2024. There
were 3 meetings of Compensation Committee held during the most recent year
(A), and the qualification and attendance of committee members are as below:

Title Name Attendance in BY prox Attendance rate Note
person (B) YPIOXy tin person (%) (B/A)
Convener | Yong-Song, Tsai 2 1 67%
Re-elected on July 23, 2021
Committee Feng-I, Lin 3 0 100%
Committee | De-Wai, Chou 3 0 100% Newly elected on July 23, 2021

Other matters to be recorded:

1. If the Board of Directors does not adopt or modify the suggestions made by the Compensation Committee, it
shall specify the date and session of Board of Directors, content of proposal, resolution of board meeting, and
the Company’s action in response to the comment of Compensation Committee (if the remuneration approved
by the Board of Directors is superior to the suggested version by the Compensation Committee, the difference
and the reasons for such difference shall be specified): there is no such situation.

2. If there is any objection or reservation regarding the resolution of the Compensation Committee made by any
member with record or written statement, the date and session of the Compensation Committee, proposal, the
comments of all members and the responsive measures shall be specified: None

3. Annual operation of Compensation Committee:

Objection or

Session/Date reservation by

Compensation Resolution member of

Committee Compensation
Committee
. 2021 Annual Salary and Benefit Summary Report of Managers
The 3" Meeting of - , ,
the 5™ Session 1.The Company’s 2021 Director and Employee Remuneration None

2022.03.23 Distribution Proposal . .
Comments of Compensation Committee: None.
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Resolution by Compensation Committee: approved by all present members, which
shall be submitted to the Board of Directors for discussion.

The company’s action in response to the comment of Compensation Committee:
approved by all present directors.

Report on the progress of the employee stock ownership trust project.

Report of the summary of 2021 remuneration for the Company’s managers, peer
counterparts, and the semiconductor industry.

1. The Company’s 2021 Employee Remuneration Distribution None
Proposal for Managers
The 4" Meeting of | 2.The proposal of remuneration for Vice President None
the 5™ Session 3. The proposal of appointment and remuneration of Vice None
2022.08.04 President

Comments of Compensation Committee: None.

Resolution by Compensation Committee: approved by all present members, which
shall be submitted to the Board of Directors for discussion.

The Company’s action in response to the comment of Compensation Committee:
approved by all present directors.

1. Proposal for the employee stock ownership trust project. None
The 5" Meeting of Comments of Compensation Committee: None.
the 5" Session Resolution by Compensation Committee: approved by all present members, which
2022.11.04 shall be submitted to the Board of Directors for discussion.

The Company’s action in response to the comment of Compensation Committee:
approved by all present directors.

Report of the performance evaluation of the Board of Directors and functional
committees.

2022 Annual Salary and Benefit Summary Report of Managers

The 6" Meeting of 1.T];1§ company’s 2022 Director and Employee Remuneration None
th . istribution Proposal
the 5% Session Comments of Compensation Committee: None
2023.03.15 P - One.

Resolution by Compensation Committee: approved by all present members, which
shall be submitted to the Board of Directors for discussion.

The Company’s action in response to the comment of Compensation Committee:
approved by all present directors.

Note 1: If there is any member of Compensation Committee resigned before the end of the year, the date of resignation
shall be specified in the note column, and the attendance rate in person (%) shall be calculated based on the
number of meetings of Compensation Committee during the employment of this member and the attendance in
person of this member.

Note 2: If there is any re-election of Compensation Committee members before the end of the year, the original and new
members of the Compensation Committee shall all be listed, and the information of the original appointment,
new appointment, consecutive appointment, and the date of re-election shall all be specified in the note column.
The attendance rate in person (%) shall be calculated based on the number of meetings of the Compensation
Committee during the employment of these members and the attendance in person of them.
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5. Promotion of sustainable development and deviations from the “Sustainable Development Best Practice Principles for TWSE/ TPEx Listed
Companies”

Implementation Situation (Note 1) Non implementation

and Its Reason(s)

Promoted items

Yes | No Summary

1. Has the company established a v In compliance with the vision and mission of the Company’s sustainability policies, the
governance structure to promote “Corporate Social Responsibility Committee” was established in 2016, which was
sustainable development, and set up an renamed as “ESG Sustainability Development Committee” in 2021. The Chairman served
exclusively (or concurrently) designated as the Chairperson, the President served as the management representative, the managers
unit to promote sustainable development, served as committee members, and the administration unit was in charge of coordinating
and has the Board of Directors authorized all works to jointly review the Company’s core business capabilities, formulate short-
senior management to deal with and term, mid-term, and long-term sustainable development plans, and regularly convene
supervised the promotion of sustainable management review meetings.
development? The “ESG Sustainability Development Committee” leads the promotion of matters related

to sustainable development to ensure effective progress, to identify the sustainability
issues related to the Company’s operation and stakeholders’ concerns, to formulate
relevant strategies and objectives, to prepare budgets related to sustainable development
for each organization, to plan and implement the objectives of an annual sustainable
development plan, and to track the progress of promotional performance in order to
ensure the effectiveness of sustainable development.

The management representatives of “ESG Sustainability Development Committee”
reported to the Board of Directors regarding the company's implementation status of
sustainable developments, including performance indicators and related data on
environmental issues, information security, and ethical corporate management etc.
respectively on May 6, August 4, November 4 and December 22 in 2022. The Board of
Directors plays a supervisory and coaching role, evaluating related strategies, and the
effectiveness of implementation plans and urge management to make adjustments when
required.

No significant
difference

2. Does the Company conduct risk v The disclosed data covered the performance of sustainable development from January No significant
assessments on environmental, social and 2022 to December 2022, and the boundary of risk assessment is limited to Wafer Works difference
corporate governance issues related to the Corp. and its Science Park Branch in Taiwan.

Company’s operations in accordance with The sustainable development committee shall communicate with internal and external

the materiality principle, and formulate stakeholders in accordance with the major principles analysis of sustainability reports.

relevant risk management policies or The questionnaire survey shall be used to collect the issues, which stakeholders

strategies? (Note 2) concerned, to evaluate the major issues of sustainable development and the impacts on the
corporate sustainable development.

[Establishment of a complete corporate risk management mechanism and enhancement of

the corporate crisis response capability is a necessary basis for corporate sustainable

operation and maintenance of corporate competence. In order to reduce the impacts and
influences of various potential operational risks and disasters, the Company starts from
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Promoted items

Implementation Situation (Note 1)

Yes

No

Summary

Non implementation
and Its Reason(s)

risk control and danger identification. Implement the concept of risk management for the
entire staff, the Company’s operational risk can be effectively reduced:
1. Business risk management:

(1) Product diversification: to avoid the risk of concentration on a single product, the
Company constantly cultivates the development of niche product.

(2) Disperse customer base: international tier-1 IDMs and foundries are part of the
customer base. New applications and clients are still being developed.

(3) Diversify suppliers and control primary raw material sources: the Company has
dispersed the sources of procurement and conducted annual supplier evaluations
and audits to strengthen the cooperation with suppliers and to effectively control
their status.

(4) Separation of R&D and production: the Company separates the organ of R&D and
production to avoid waste of resources and imbalanced usage.

(5) Development of strategic alliance: the Company has been seeking for strategic and
investment partners, and forming alliances.

2. Economic risk management:

(1) Risks of exchange rate and interest rate: the Company keeps track of foreign
currency positions and changes of exchange rates such as USD, JPY at all times. In
addition to the natural hedging method to reduce the risk of exchange rate. The
company has reduced interest rate risk by properly arranging the debt period and
fixed or floating interest rate structure.

(2) Inflation: concerning rising costs, the Company has signed long-term material
supply contracts with key raw material suppliers to stabilize the production costs,
improve production process and save cost.

(3) Credit risk: evaluated the customer's credit limit and contract terms in accordance
with the Company's credit rules and the customer's financial and business
condition.

(a) Account receivable: examined and managed the customer's credit limit,
implemented collection follow-up, and routinely assessed allowance for
uncollectible debts.

(b) Financial institution: the Company deals with creditworthy financial
institutions.

(4) Liquidity risk management: decentralization of financial channels can prevent a
single contingency from causing insufficient short-term asset values to cover the
payment of short-term liabilities.

(a) Budget planning: regular examination of the budget-to-actual implementation

gap.

40




Promoted items

Implementation Situation (Note 1)

Yes

No

Summary

Non implementation
and Its Reason(s)

. Legal risk management:

. Operational risk management:

. Environment, safety, and health management:

. Information security risk management:

(b) Capital management: the short-term capital is not intended for long-term use,
and the cash flow is monitored in real time.

(c) Investment management: the long-term investments or strategic investments
are focused on long-term development; short-term capital is mostly based on
time deposits or fixed-income bonds with high liquidity to reduce liquidity
risk.

The Company has always paid close attention to any changes in policies and laws and
regulations which could affect the Company’s financial standing and business
operation. In addition, there are specialized legal divisions and professionals in
coordination with external legal consultants to review various contracts and provide
legal consultation and assistance for various divisions, and take response measures to
reduce legal risks.

(1) Establish internal control systems and standard operating procedures.

(2) Establish audit systems such as an internal control system, quality management,
and environmental management.

(3) Conduct an annual internal control system audit and self-assessment.

(4) Implement educational training.

The Company conducted detailed assessments of all potential emergency situations,
natural disasters, environmental impacts, and workplace dangers in order to develop
complete response plans and process flows.

(1) Information security risk management structure: establish an Information Security
Committee to stipulate information and communication security policy. The
Information Technology Division is responsible for conducting risk assessment and
analysis of the establishment of information and communication security
regulations, and conduct regular and irregular audit reviews and improvements
following the Company's internal audit and internal control operations, and report
to the Board of Directors on a regular basis.

(2) Information security risk awareness: provide all employees with advocacy of
information and communication security policies.

(3) External intrusion threat: detect the security control mechanism of computer
network system and e-mail.

(4) Leakage of confidential information: confidential data are classified and graded,
with process access control based on the authorization mechanism.
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Promoted items

Implementation Situation (Note 1)

Non implementation
and Its Reason(s)

Yes | No Summary
(5) System security management: system access identity certification, managing
portable storage devices and physical access.
(6) Interruptions of system maintenance and operation:
(a) Prevent malfunction of system software/hardware and database to ensure that
critical business activities can be timely resumed.
(b) The Company has signed the maintenance contract with software/hardware
providers to prevent interruption of information system service.
(7) Reporting and handling of information security risk event: establish information
security event reporting procedures and conduct emergency response rehearsals.
Each division has carried out risk assessment and the process flow is as below:
(1) Hazard identification
(2) Risk assessment
(3) Risk response
In addition, the Company has continuously promoted the Business Continuity
Management (BCM) with respect to the situations with a higher degree of hazard risk
according to the risk assessment results.
3. Environmental Issues

(1) Has the Company established \4 (1) Continuously passing 1SO14001, ISO45001validity certification. No significant
environmental management system difference
based on its industrial characteristics?

(2) Is the Company committed to v (2) The Work Safety Office has continuously promoted the projects of “Waste No significant
improving the utilization efficiency of Reduction” and “Recycling and Reuse of Cutting Fluid”, and passed the BS8001 difference
various resources and using recycled Circular Economy Certificate in 2021.
materials with low environmental
impacts?

(3) Has the Company assessed the present| V (3) Wafer Works has identified and analyzed the possible operational risks and potential No significant

and future potential risks and
opportunities of climate change for the
entity, and taken measures to response
to climate-related issues?

impacts and proposed responsive strategies. The Company has established the
monitor and control mechanisms with respect to the confirmed risks. Under the new
laws and regulations related to climate change could result in overall energy costs
increased. Physical climate risks: the climate change could lead to the increase of
frequency and severity of climate hazards such as storms, floods, and droughts,
which could have certain impacts on operations and supply chain, such as water
resources shortage or disruption of raw material supply. Wafer Works believes that
the challenges of climate change will be accompanied by opportunities. The
Company has garnered ISO 50001 energy management verification and the
verification will continue every year. It will continue to take energy conservation and

difference
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Promoted items

Implementation Situation (Note 1)

Non implementation
and Its Reason(s)

executed reasonable employee benefit
measures (including remuneration,
leaves, and other benefits), and had
the operating performance or results
properly reflected in employee
compensation?

to the Labor Standards Act while taking into consideration the salary levels and
welfare measures in the same industry. The remuneration of employees includes
monthly salaries, cash bonuses based on quarterly settlement of business
performance, and employee remunerations based on the company's annual
profitability.

Yes | No Summary
carbon reduction measures, so as to do its part to protect the environment.
Additionally, the Company plans to build a solar power generation system, which
will be installed in 2023.

(4) Has the Company calculated its GHG | V (4) The Company has adhered to the goal of sustainable development, conducted an No significant
emissions, water consumption and annual self-examination of greenhouse gas, and required all divisions to continuously difference
total waste weight in the past two formulate energy saving and carbon reduction plans. Moreover, it has proposed
years, and formu!ated policies for measures to reduce emissions of seven major greenhouse gases, and aggressively
energy conservation, carbon . . .
reduction, GHG and water employed measures such as production energy saving and waste reduction to make
consumption or other waste headway toward green production. The annual reuse of recycled water is an
management? important goal for the company, and includes reducing tap water consumption,

reusing processed waste water, and recycling water. Wafer Works has established
complete waste disposal and recycling mechanisms. General wastes are moved to
incinerators designated by the government by qualified garbage disposal companies,
while industrial wastes such as sludge and oil sludge are collected and classified
before being delivered to local qualified waste disposal companies. The wastes of
Wafer Works can be divided by disposal methods into recyclable wastes, general
wastes and industrial wastes. General wastes are for incineration, industrial wastes
are for recycling and reclamation.
The company’s dedication to energy saving, carbon reduction, and reduction of
greenhouse gas has made Wafer Works the “Top Notch Green Corporation In the
World” by achieving the vision of “World Class Electronic Material Supplier”.

4. Social issues

(1) Has the Company formulated v (1) The company has regularly revised or formulated internal management rules and No significant
appropriate management policies and systems in accordance with domestic laws and regulations and international human difference
procedures according to relevant rights conventions in order to improve the internal management policies and
regulat1ops and International labor procedures to be in line with the international standards.

Human rights?
(2) Has the Company formulated and N (2) The company has formulated reasonable salary and remuneration policies, according | ~ No significant

difference
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Implementation Situation (Note 1)

Promoted items

Yes

No

Summary

Non implementation
and Its Reason(s)

(3) Has the Company provided employees
with a safe and healthy work
environment as well as offered classes
on safety and health to employees on a
regular basis?

(4) Has the Company established
effective career and competence
development and training plans?

(5) Does the Company comply with laws,
relevant regulations and international

standards in terms of customer health

(3)

(4)

(5)

Employees are important assets of the Company. Wafer Works promises to provide a
safe, comfortable and healthy work environment by conducting risk assessments on
employees’ operation environment, and conducting operation environment tests
every six months to identify the source of risk and to take proper response measures.
The Company has arranged emergency response drills and training courses annually,
including emergency response instructions, gear wearing and usage, and emergency
response practices, to allow employees to understand the emergency response
procedure and handling method in case of an abnormal condition in order to reduce
the possible hazard and loss caused by the such abnormal condition.

A 3 to 6 hours new employee educational training course and dangerous and
hazardous substances general educational training will be provided to every new
employee on his or her first day on broad. For the all kinds of incumbent employees
receiving on-the-job educational training, the eligible trainees and training hours
have been arranged in accordance with the Occupational Safety and Health
Education and Training Rules. There is an occupational safety and health committee
in the factory zone. Meetings have been routinely held every quarter to discuss
safety and health related issues. In accordance with the law, labor representatives
have provided an official channel for face-to-face communication between the
management and employees on issues related to safety and health, and share the
safety and health management experience externally.

In order to enhance employees’ health management awareness, establish the
preventive concept of early discovery of body abnormality, and reduce the risk of
disease, Wafer Works has been promoting the following activities by working with
health agencies: blood donation, preventive health care service (flu shot), cancer
screening, health forum: Lecture on Autonomic Nervous Disorder, and AED first
responder training.

The Company has established the learning roadmap for employees at each stage,
including basic training for new employees, mentoring system for new employees,
on-job training of production process, professional training for each division, cross
division/process training, quality training, management training, and self-growth.
The expectation is to allow every employee to receive complete and proper training
during his/her career to be applied to their job positions.

The Company and relevant personnel have all complied with laws and regulations
and international standards with respect to customers’ health and safety, privacy,

marketing, and labeling so that the Company can ensure the information transparency

No significant
difference

No significant
difference

No significant
difference
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Promoted items

Implementation Situation (Note 1)

Non implementation
and Its Reason(s)

Yes | No Summary
and safety, customer privacy, and and safety of products and services. The Company has formulated and announced the
marketing and labeling products and rights and interests protection policies for consumers or other stakeholders to be
services and formulate relevant implemented to business activities to prevent products or services from directly or
consumer protection policies and indirectly damaging rights and interests, health and safety of consumers or other
complaint procedures? e ]
stakeholders. In principle that batch of products or services shall be recalled
immediately when there is any fact indicating that the product or service may
endanger the safety and health of consumers or other stakeholders.
(6) Has the Company formulated supplier [ V (6) During the new supplier evaluation, Wafer Works requires upstream suppliers to be No significant

management policies that require
suppliers to follow relevant
regulations on issues, such as
environmental protection,
occupational safety d health, or labor
rights, and the implementation results?

in compliance with RoHS, ISO, laws and regulations about work safety standards,
and standards for hazardous substances labeling and icons on the products. Along
with the position of adherence to sustainable operation and compliance with the
principle of fair trade. The Company is committed to requiring business counterparts
to meet the requirements of environmental protection, industrial safety, and human
rights, otherwise they will be subject to production rejection, which will be recorded
in the supplier assessment operation. In addition, in response to the international
human rights issue which has been drawing more and more attention in recent years,
suppliers will be required to thoroughly investigate whether or not the metal contents
of all purchased materials, parts, or products meet the criteria of “Non-conflict
Metal” in order to ensure that these raw materials are acquired legally. The Company
will also make sure that the work environment is safe, employees’ rights and interests
are protected and respected, pollution prevention for products and processes has been
implemented, and the corporate social responsibilities are fulfilled. The Company
will conduct an annual on-site audit with respect to all waste handlers to make sure
that they handle wastes properly and legally.

difference

5. Has the Company referred to the
internationally accepted report
preparation standards or guidelines for its
preparation of CSR or other reports
which disclose the Company’s non-
financial information? Has the
aforementioned reports obtained third-

party assurance or verification statement?

In order to improve the disclosure quality of the report, the Company has appointed The
British Standards Institution Taiwan in accordance with AA1000AS v3 Type 1 moderate
level assurance. The Company has confirmed compliance with the GRI Standards 2021

and obtained a statement of assurance, which is also provided in the appendix of the 2022
Sustainability Report for reference.

No significant
difference

6.Where the Company has stipulated its own sustainable development principles according to the “Sustainable Development Best Practice Principle for TWSE/ TPEx
Listed Companies”, please describe actual activities taken by the Company and deviations from the prescribed best practices: No major difference
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Implementation Situation (Note 1) Non implementation

Yes | No Summary and Its Reason(s)

Promoted items

7. Other material information that can help to understand how sustainable development is promoted in the Company:
1. Social welfare:

(1) Respond to invoice donation and coin donation: The Company has responded to invoice donation and coin donation since 2016, and collected a total of 105
invoices and the changes of NTD 4,442 and donated to the Taoyuan-Hsinchu Group of Northern District Resources Center of Eden Foundation in 2022.

(2) Respond to baking activities of Children Are Us Foundation: The Company has responded to baking activities of Children Are Us Foundation since 2019, and
donated a total of 105 Mid-Autumn gift boxes to social welfare organization and of elementary school remote areas in 2022.

(3) Collection of Charity goods: The Company has continued to follow the donated demands of social welfare organization. The Company has donated goods to
1919 food bank twice a year to provide basic necessities for economically disadvantaged families since 2021. In 2022 the Company and colleagues have donated
Canned foods and other material donations (a total value of NTD 20,761), and the Company and colleagues have donated 2 body fat scales and 10 panel lights (a
total value of NTD 17,460) to the Lohas Nursery Home in Pingzhen District of Taoyuan City, and the Company and colleagues have donated supplies (a total
value of NTD 9,904) and food to the Merry House Social Welfare Foundation.

(4) Organizing blood donation activity: Based on our enthusiasm of “All Wafer Works employees shall get together to donate blood”, we have organized regular
blood donation activities and called upon all employees to donate one bag of blood per person. In November 2022 we donated a total of 25,000 CC of blood. We
have also given back to our colleagues Eden Social Welfare Foundation handmade cookies, and they could enter a draw.

2. Environmental aspects:

(1) Agri-food and charity donated activities: In 2022, The company has adopted charitable field and donated organic rice to Longtan Education Institute for the
Mentally-Impaired and Happiness Foundation, donating a total of 450 kg food (a total value of NTD 44,100).

(2) Take care of environment: We continued maintaining plantation in our company and surrounding environment. We will work together to keep environment
clean, to cherish the resources as our dedication to the Earth.

3. Donations for education:

(1) Education book donations: The Company cares for local elementary schools. The Company has donated education books to Sanhe Elementary School and Te-
long Elementary School in 2022 (a total value of NTD 37,970).

(2) Donating and inheriting characteristics of culture: The woodball team of Sanhe Elementary School is a characteristic course of the school. The Company has
supported and donated NTD 20,000 in 2022.

4.Caring for the neighborhoods

(1) Caring for the elderly living alone in the neighborhood: There were quite a few elderly people in Bade Village of Longtan District who had difficulty in going
out, and their children were at work and could not bring them lunches. To fulfill our corporate social responsibility, we began providing 11 lunch boxes from
Monday to Friday starting from December 2019 as our offer of care and encouragement.

(2) Sponsor community activities: The Company has adhered to the concept of good neighborliness and actively participated in community activities since 2011.
The Company has provided a total of NTD 50,470 activity sponsor funds for Bade Village of Longtan District and Ruiping Village of Yangmei District in 2022.

(3) Winter donation activities: The Company has participated the winter donation activities of Ruiping Village of Yangmei District since 2020. The Company has
donated 10 blankets to Ruiping Village of Yangmei District in 2022.

5. Talent development

(1) With the purpose of developing talents in semiconductor field, the Company has been working together with faculties in local universities to fulfill the
responsibility of identifying and supporting young talents for semiconductor industry. In 2022 the Company implemented various projects by academy-industry
collaboration. The results were as described below:

(a) Chung Yuan Christian University: Signed Semiconductor Academy-Industry Collaboration Agreement.
(b) National Taiwan University: Signed NTU International Mentorship Program Agreement.
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Implementation Situation (Note 1)

Promoted items

Yes

No

Summary

Non implementation
and Its Reason(s)

(c) National Yang Ming Chiao Tung University: Signed Industrial Technology Graduate Program Agreement.
(d) Fan Shu Vocational School: In 2022, 30 cooperative education students were conducted job rotation.
(e) Chien Hsin University of Science and Technology: In 2022, HR team entered to the Department of Electronic Engineering class to recruit and hire 5 interns.
(f) Chung Yuan Christian University: In 2022, there were 8 Electronic Engineering students joined the summer internship program in Wafer Works.

(2) Education and training of Sustainability: The Company cultivated employees' awareness of sustainability management and establish a foundation for
sustainable development communication. 1,868 colleagues of the company have participated in the sustainability courses in 2022.

Note 1: If “Yes” is checked Implementation Status, please state specific important policies, strategies, measures adopted and implementation status. If “No” is checked
under Implementation Status, please explain the deviations from “Promotion of Sustainable Development and Deviations from the “Sustainable Development
Best Practice Principles for TWSE/ TPEx Listed Companies”, and the reasons of such deviations, and state the plans for adopting relevant policies, strategies,

and measures in the future.

Note 2: The material principle refers to environmental, social, and corporate governance issues which have significant influence on the Company’s investors and other

stakeholders.
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Listed Companies”

6. Fulfillment of ethical corporate management and deviation from the “Ethical Corporate Management Best-Practice Principles for TWSE/TPEx

Implementation Status

promoting the company’s ethical standards and regularly (at
least once a year) reports directly to the Board of Directors

formulation, advocacy, and supervision of operations of

RBA Regulation of Business Ethics in order to

Non
Evaluate Item implementation
Yes | No Summary and its reason(s)
1. Establishment of Corporate Conduct and Ethics Policy and
Implementation Measures
(1) Does the company have a clear ethical corporate v (1) The Company has formulated the code of practice for
management policy approved by its Board of Directors, and integrity management, integrity management operating
bylaws and publicly available documents addressing its procedures, and behavior guidelines, and they have been
corporate conduct and ethics policy and measures, and approved by the Board of Directors. It is shown on the
commitment regarding implementation of such policy from Company’s website and the Company profile that
the Board of Directors and the top management team? “Creation based on Integrity” is the priority of the
Company’s business philosophies.
(2) Whether the company has established an assessment v (2) The Company has formulated the RBA Regulation of
mechanism for the risk of unethical conduct; regularly Business Ethics including the plan for prevention of o
analyzes and evaluates within a business context, the dishonesty and behavior guidelines; the advocacy of No .s1gn1f1cant
business activities with a higher risk of unethical conduct; educational training is implemented by the HR Division. difference
has formulated a program to prevent unethical conduct with
a scope no less than the activities prescribed in paragraph 2,
Article 7 of the Ethical Corporate Management Best Practice
Principles for TWSE/ GTSM Listed Companies?
(3) Whether the company has established relevant policies that v (3) The Company has stipulated in the RBA Regulation of
are duly enforced to prevent unethical conduct, provided Business Ethics that all employees must avoid conflicts
implementation procedures, guidelines, consequences of of interests, and are prohibited from accepting gifts or
violation and complaint procedures, and periodically reviews treatments which disobey the regulations or exceed upper
and revises such policies? limit.
2. Ethic Management Practice
(1) Whether the company has assessed the ethics records of \" (1) The supplier code of conduct sets forth the company's
whom it has business relationship with and include business objective and dedication to maintaining honest
conduct and ethics related clauses in the business contracts? management practices. The contract signed with the .

- . o No significant
counterparty explicitly defines the terms and conditions difference
for conducting business with integrity.

(2) Whether the company has set up a unit which is dedicatedto | V (2) The HR Division of the Company is in charge of the
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Implementation Status

Non
Evaluate Item implementation
Yes | No Summary and its reason(s)
on its ethical corporate management policy and relevant implement the concept of integrity management. The
matters, and programs to prevent unethical conduct and supervision of relevant operations will be done by the
monitor its implementation? Company’s Auditors. If there is any dishonesty
happened, such behaviors, its handling method and
follow-up review and improvement measures shall be
reported to the Board of Directors.
(3) Whether the company has established policies to prevent v (3) The Company has stipulated in RBA Regulation of
conflict of interests, provide appropriate communication and Business Ethics that any employee who identifies
complaint channels and implement such policies properly? malfeasance shall report it to the Chairman, President,
Audit Supervisor, or any other appropriate personnel.
(4) To implement relevant policies on ethical conducts, has the Vv (4) The Company has formulated and announced RBA
company established effective accounting and internal Regulation of Business Ethics and to serve as the basis
control systems, audit plans based on the assessment of for audit by the Audit office.
unethical conduct, and have its ethical conduct program
audited by internal auditors or CPA periodically?
(5) Does the company provide internal and external ethical v (5) Itis stipulated in the Company’s RBA Regulation of
conduct training programs on a regu]ar basis? Business Ethics that the internal educational training of
integrity management shall be arranged regularly.
3. Implementation of Complaint Procedures
(1) Does the Company establish specific complaint and reward \Y% The reporting channels have been stipulated in the code of
procedures, set up conveniently accessible complaint practice of integrity management of the Company to require
channels, and designate responsible individuals to handle the the relevant division to assess internal control system and
complaint received? operating procedures and to propose improvement measures No sienificant
(2) Whether the company has established standard operation \Y% in order to prevent recurrence of the same behavior. The di ff(f: rence
procedures for investigating the complaints received, follow- Company has stipulated in RBA Regulation of Business
up measures after investigation are completed, and ensuring Ethics that any employee who identifies malfeasance shall
such complaints are handled in a confidential manner? report it to the Chairman, President, Audit Supervisor, or any
(3) Does the company adopt proper measures to prevent a \Y% other appropriate personnel.
complainant from retaliation for his/her filing a complaint?
4. Strengthening Information Disclosure
(1) Does the company disclose its guidelines on business ethics as| V The Company has stipulated the RBA Regulation of Business| No significant

well as information about implementation of such guidelines

on its website and Market Observation Post System (MOPS)?

Ethics and disclosed the regulations of integrity management

on the Company website.

difference
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Implementation Status
P Non

implementation
and its reason(s)

Evaluate Item
Yes | No Summary

5. If the Company has established corporate governance policies based on Ethical Corporate Management Best Practice Principles for TWSE/GTSM Listed
Companies, please describe any discrepancy between the policies and their implementation:
The Company has formulated Code of Practice for Integrity Management, Operating Procedures and Behavior Guidelines for Integrity Management, RBA
Regulation of Business Ethics, Procedures Governing Board of Directors Meeting, Organizational Regulations for Remuneration/Compensation Committee,
Procedures Governing Shareholders’ Meeting, Internal Control System, Internal Audit System, Assets Acquisition or Disposal Procedures, Procedures for
Lending Funds to Other Parties, Operating Procedures for Endorsement and Guarantee, and the Procedures for Handling Internal Material Information and
Preventing Insider Trading in accordance with the principles and regulations of “Code of Practice for Integrity Management of TWSE/TPEx Listed
Companies’.

6. Other important information to facilitate better understanding of the Company’s corporate conduct and ethics compliance practices (e.g., review the
company’s corporate conduct and ethics policy).

It is shown on the Company’s website and the Company profile that “Creation based on Integrity” is the priority of the Company’s business philosophies.
The Company has formulated the code of practice for integrity management, integrity management operating procedures, and behavior guidelines, and they
have been approved by the Board of Directors. The Company has formulated and announced the RBA Regulation of Business Ethics.

7. If the Company formulates corporate governance best-practice principles and relevant regulations shall disclose the inquiry method:

the part related to the company governance regulations is disclosed in the Investor Relations Section of the Company website (http:
/[/www.waferworks.com).

8. Other significant information that will provide a better understanding of company governance operation shall be disclosed: for detail
please refer to the Investor Relations Section of our company website (http: /www.waferworks.com).
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9.

Implementation Status of Internal Control System

(1) Internal Control System Statement
Wafer Works Corporation

Internal Control System Statement
Date: March 15, 2023

Based on the findings of a self-assessment, Wafer Works Corporation states the following in regards to
its internal control system during the year of 2022.

1)

2)

3)

4)

5)

6)

7

The Company is aware that the establishment, implementation, and maintenance of the internal
control system is the responsibility of the Board of Directors and managers of the Company. The
Company has established the system for the purpose of guaranteeing the reliability, timeless and
transparency report of the effectiveness and efficiency of the operation (including profitability,
performance, asset security, etc.) and ensuring all follow relevant laws and regulations.

An internal control system has inherent limitations. No matter how perfectly designed, an effective
internal control system can only provide reasonable assurance of accomplishing the three
aforementioned objectives. Moreover, the effectiveness of an internal control system may be
subject to change due to extenuating circumstances beyond our control. Nevertheless, our internal
control system contains self-monitoring mechanisms, and the Company takes immediate remedial
actions in response to any identified deficiencies.

The Company evaluates the design and operating effectiveness of its internal control system based
on the criteria provided in the Regulations Governing the Establishment of Internal Control Systems
by Public Companies (herein below, the Regulations). The criteria adopted by the Regulations
identify five key components of managerial internal control: 1. Control environment, 2. Risk
assessment, 3. Control activities, 4. Information and communication, 5. Monitoring activities. Each
component includes number of items. Please see the Regulations for rules of the aforementioned
items.

The Company has evaluated the design and operating effectiveness of its internal control system
according to the aforesaid Regulations.

Based on the findings of such evaluation, the Company believes that, on December 31, 2022, it has
maintained, in all material respects, an effective internal control system (that includes the
supervision and management of our subsidiaries), to provide reasonable assurance on our
operational effectiveness and efficiency, reliability, timeless, transparency of reporting, and
compliance with applicable rulings, laws and regulations.

This Statement is an integral part of the Company’s annual report for the current period, and
prospectus, and will be made public. Any falsehood, concealment, or other illegality in the content
made public will entail legal liability under Articles 20, 32, 171, and 174 of the Securities and
Exchange Act.

This Statement was approved by the Board of Directors of the Company in their meeting held on
March 15, 2023, with all nine attending directors affirming the content of this Statement.

Wafer Works Corporation

Chairman: Ping-Hai, Chiao OM%\

Manager: Hsien-Yuan, Chang | "“;\-&;‘;v o~
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(2) If a CPA is appointed to review the internal control system, the review report shall

be disclosed:

Not applicable, nothing requires a professional audit of the internal control system

by a CPA.

10. For the most recent year or during the current year up to the date of publication of the annual
report, disclose any sanctions imposed in accordance with the law upon the Company or its
internal personnel, as well as sanctions imposed by the Company upon its internal personnel
for violations of internal control system provisions, and the result of such sanctions that may
have caused significant impact on shareholders’ equity or securities prices, sanction content,
and principal deficiencies, then specify any corrective actions taken: None.

11. Major resolutions of the Shareholders’ Meeting and the Board Meetings in the most recent year
up to the date of publication of the annual report
(1) Important Resolutions of Shareholders’ Meeting and Execution Status

Date Proposal Resolution and execution
June 21, Important resolutions of 2022 General shareholder meeting:
2022

1. Report Items

(1) The Company’s 2021 business report

(2) Audit Committee’ review report of 2021

(3) The Company’s 2021 Directors’ and Employee Remuneration
Distribution Report

(4) Report of Investment in Mainland China

(5) Report of the Company’s issuance of the 7™ unsecured
convertible corporate bonds

2. Ratification Items

(1) Recognition of the Company’s 2021 Business Report and
Financial Statements

(2) Recognition of the Company’s 2021 Earnings Distribution

3. Discussion Items

(1) Discussion of revision of the Company’s “Articles of
Incorporation”

(2) Discussion of revision of the Company’s “Procedures for
Acquisition or Disposal of Assets”

(3) Discussion of revision of the Company’s “Rules and
Procedures of Shareholders’ Meeting

(4) Discussion of the issuance of employee restricted stock
awards for year 2022

(5) Discussion of private placement of securities

(6) Discussion of the Wafer Works (Shanghai) Co., Ltd., a
subsidiary of the company, application for listing on the stock
exchange in mainland China

2. Ratification Items
(1) The resolution was approved.

(2) The resolution was approved, and
the cash dividends of
NTD730,260,425 was
distributed on August 10, 2022.

3. Discussion Items

The resolutions of (1) — (3) were
approved and promulgated
according to the revised terms. And
they were announced on the
Company website.

(4) The resolution was approved and
will be implemented as per the
resolution by the General
shareholder meeting.

(5) The resolution was approved, but,
given that the eligible applicants
have yet to be selected, it has not
been implemented as of the annual
report printing date.

(6) The resolution was approved, and
will be implemented as per the
resolution by the General
shareholder meeting.
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(7) Discussion of the removal of the noncompete clause for
Directors

(7) The resolution was approved, so

— Hsiu-Mei, Liu, director —
Chung-Hou, Tai, independent
director — Feng-I, Lin has been
lifted.

(2) Important Resolutions of the Board of Directors

Date

Resolutions

2022.03.23

1.Approval of the Company’s 2021 Director’s and Employee Remuneration Distribution

Proposal

2.Approval of the Company’s 2021 Business Report and Financial Statements

3.Approval of 2021 Earnings Distribution

4. Approval of the base day to issue new shares for the Company’s issuance of the 7%

unsecured convertible corporate bonds

5. Approval of the Company’s acquisition of no more than 2,600,000 shares of preferred B

stock of its 2" tier subsidiary, Silicon Technology Investment (Cayman) Corp., at

US$4.80 per share for a total acquisition amount of no more than US$12,480,000 through

its subsidiary, Wafer Works Investment Corp.

6. Approval of the Company’s cash capital increase of no more than US$6,680,000 to its

subsidiary Wafer Works Investment Corp.

7. Approval of the issuance of employee restricted stock awards for year 2022.

8. Approval of private placement of securities

9. Approval of the Wafer Works (Shanghai) Co., Ltd., a subsidiary of the company,
application for listing on the stock exchange in mainland China

10.Approval of the issuance of the Company’s 2021 “Internal Control System Statement”

11.Approval of suggestion for the shareholders’ meeting to amend the Company’s Articles
of Incorporation

12.Approval of revision of the Company’s ‘“Procedures for Acquisition or Disposal of
Assets”

13.Approval of revision of the Company’s “Rules and Procedures of Shareholders’ Meeting”

14. Approval of the amendment to the Company’s “Standard Operation Procedures for

Handling Directors’ Requests”

15.Approval of removal of the noncompete clause for directors

16.Approval of removal of non-compete restrictions on managers

17.Approval of matters for convening of General shareholder meeting of this year

2022.05.06

1. Replacement of the CPA in accordance with the Statement on Auditing Standards.

2.Approval of the Company’s 2022Q1 financial statements

3.Approval of 2022 Proposal of Remuneration for Certified Public Accountant

4.Approval of formulation of the Company’s “Internal Control System”, “The preparation of
Financial Reports management measures”, “Property management measures” and “Internal
Control System”

5.Approval of formulation of the Company’s “Rules of Corporate Governance”

6.Approval of formulation of the Company’s “Ethical Corporate Management Best Practice
Principles” and ‘“Procedures for Ethical Management and Guidelines for Conduct”

7.Approval of formulation of the Company’s “Corporate Social Responsibility Principles”

2022.08.04

1.Approval of the Company’s 2022Q2 financial statements

2.Approval of the Company’s 2021 Employee Remuneration Distribution Proposal

3.Approval of the appointment and remuneration of Vice President

4.Approval of the initial investment of no more than NT$4.5 billion for establishing a large
size silicon wafers plant on the Erlin Base land of Central Taiwan Science Park and
purchasing some of machines and equipment, as required for the Company’s mid and long-
term development

2022.08.15

1.Approval of authorizing the chairman to reconcile with United Renewable Energy Co.,
Ltd. for the Solar Power Polycrystalline Silicon Trading Agreement damage compensation

lawsuit within a certain amount
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2022.11.04

1.Approval of the Company’s 2022Q3 financial statements
2.Approval of the application of the Company’s subsidiary, Wafer Works (Shanghai) Corp.
for its flotation on the Sci-Tech innovation board of mainland China’s stock markets and
issuance of commitment items
3.Approval of the employee ownership trust project
4.Approval of the amendment to Company’s “Regulations Governing Its 2022 Issuance of
Restricted Shares for Employees”
5.Approval of formulation of our company’s 2023 Audit Plan
6. Approval of delegating the Land Bank of Taiwan as the lead manager to organize and
sponsor the total syndicated loan of NT$2.8 billion

2022.12.22

1. Approval of the amendment to the Company’s “Regulations Governing Its 2022 Issuance
of Restricted Shares for Employees”
2.Approval of the Company’s 2023 Budget Proposal
3.Approval of the Company’s 2022 Assessment of Independence and Competency of
Certified Public Accountant
4.Approval of the Company’s 2023 authorization of Audit Committee for reviewing the
acquisition or disposal of re-invested enterprises with total amount of equity no more than
NTD500 million
5. Approval of formulation of the Company’s “Procedures for Handling Material
Information and Preventing Insider Trading” and abolishment of the original
“Management Operations for Preventing Insider Trading”

2023.03.15

1.Approval of the Company’s 2022 Director’s and Employee Remuneration Distribution
Proposal

2.Approval of the Company’s 2022 Business Report and Financial Statements

3.Approval of 2022 Earnings Distribution

4.Approval of issuance of employee Restricted Stock Awards for year 2023

5.Approval of the issuance of the Company’s 2022 “Internal Control System Statement"

6.Approval of the suggestion for amendment of our company’s Articles of Incorporation by

the shareholders’ meeting

7. Approval of the head office’s relocation

8.Approval of the application of the Company’s subsidiary, Wafer Works (Shanghai) Corp.
for its flotation on the Sci-Tech innovation board of mainland China’s stock markets and
amendment, adjustment, and addition to commitment items in response to the
requirements of the laws and regulations in the stock listing place

9.Approval of revision of the Company’s “Procedures for Assets Acquisition or Disposal”

10. Approval of formulation of the Company’s “General Policy for Pre-approval of Non-

assurance Services”
11.Approval of removal of the noncompete clause for directors

12.Approval of matters related to the convening of general shareholders’ meeting of this year
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12. Major issues of record or written statements made by any director dissenting to important
resolutions passed by Board of Directors in the most recent year and as of the date of this
annual report was printed: No such situation.

13. A summary of resignations and dismissals, during the current year up to the date of
publication of the annual report of the Company’s Chairman, President, Chief Accounting
Officer, Chief Financial Officer, Chief Internal Auditor, Corporate Governance Officer and
Chief R&D Officer: No such situation.

V. Information on CPA professional fees
1. Audit fees and non-audit fees paid to the certified public accountant, to the accounting
firm of the certified public accountant, and/or to any affiliated enterprise of such

accounting firm and details of non-audit services

Unit: NTD Thousand

Name of . . Auditing |Non-Audit fees
CPA Firm Names of CPA Audit periods fees (Note)

BIS& ] o ing-Piao, Cheng|Chih-Ming, Chang)  2022/01/01
Young -2022/12/31

Note: The non-audit fees mainly includes paid for business registration, tax compliance audit, and disbursement fee, etc.

Total |Remarks

7,667 1,030 8,697

2. When the company changes its accounting firm and the audit fees paid for the fiscal
year in which such change took place are lower than those for the previous fiscal year,
the amounts of the audit fees before and after the change and the reasons shall be
disclosed: None.

3. When the audit fees paid for the current fiscal year are lower than those for the
previous fiscal year by 10 percent or more, the reduction in the amount of audit fees,
reduction percentage, and reason(s) therefor shall be disclosed: None.

VI. Information on replacement of CPA
1. Former CPAs:

In response to the internal re-organization of the certified accounting firm, the CPAs
were changed from Mao-Yi, Hong and Ching-Piao, Cheng to Ching-Piao, Cheng and
Chih-Ming, Chang, started from Q1 of 2022.

2. Successor CPAs:

In response to the internal re-organization of the certified accounting firm, the CPAs
were changed from Mao-Y1i, Hong and Ching-Piao, Cheng to Ching-Piao, Cheng and
Chih-Ming, Chang, started from Q1 of 2022.

3. Reply letter from former CPA with respect to the matters of Article 10 Paragraph 6

Item 1 and Item 2-3 of this standard: None.

VII. Where the Company’s chairperson, general manager, or any managerial officer in charge of
finance or accounting matters has in the most recent year held a position at the accounting
firm of its certified public accountant or at an affiliated enterprise of such accounting firm,
the name and position of the person, and the period during which the position was held: None.

VIII. Changes in shareholding and pledge of Directors, Managers, and major shareholders with
more than 10 percent shareholding during the most recent year as of the date of publication
of the annual report.
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1. Changes in shareholdings and pledge of shares under lien of directors, managerial
officers and major shareholders

Current year up to April 21,

2022 2023
Tide Name Holding Pledged Holding Pledged
increase holding increase holding
increase increase
(decrease) (decrease) (decrease) (decrease)
Chairman Ping-Hai, Chiao 0 0 0 0
Director Nan-Yang, Wu 0 0 0 0
Director Zhen-Tu, Liu 0 0 0 0
Hua Eng Wire & Cable Co., Ltd. 0 0 0 0
. Representative: Hsiu-Mei, Liu
Director (Newly appointed on Feb. 1, 2022) 0 0 0 0
Representative: Min-Shiang, Lin 0 0 0 0
(Discharged on Jan. 10, 2022)
Director Chung-Hou, Tai 0 0 0 0
Hitech Holding (BVI) Corp. 0 0 0 0
Director
Representative: Chun-Lin, Chen 0 0 0 0
Independent .
Director Yong-Song, Tsai 0 0 0 0
Independent .
Director Feng-I, Lin 0 0 0 0
Dhdependent Ipye wai, Chou 0 0 0 0
irector
Manager Hsien-Yuan, Chang 0 0 0 0
Manager Kuang-Chung, Liao 0 0 0 0
Manager Yung-Cheng, Sung 0 0 0 0
Lung-Chih, Lin
Manager (Newly appointed on Aug. 4, 2022) 0 0 0 0
Po-Lin, Tsou
Manager (Newly appointed on Aug. 4, 2022) 0 0 0 0
Wen-Chung, Li
Manager (Resigned on Oct. 20, 2022) 0 0 0 0
Ming-Yi, Chi
Manager (Resigned on Mar. 31, 2022) 0 0 0 0
Manager Wei-Lun, Lin 0 0 0 0
Manager Chia-Yu, Lu 0 0 0 0

2. Counterparty of equity transfer is a relative: None
3. Counterparty of equity pledge is a relative: None
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IX. Information on relationships among the Top 10 shareholders
April 21, 2023 Unit: shares; %

The top 10
shareholders,
Current .
. Shareholdings who are
. shareholding held
Shareholdings through spouses or Note
by spouse & . o
. nominees within the
minors
Name second degree
of kinship
Ratio of Ratio Ratio | Job
Number Number of | Number| of Title .
share- Relation| None
of Shares holdin of Shares | share- |of Shares| share- | (or
& holding holding|Name)
Ping-Hai, Chiao 12,072,954 | 2.23% 10,527 0% 0 0% | None | None | None
Chang Hwa Commercial Bank, Ltd. is
entrusted to take care of the dedicated
account of Yuanta Taiwan High-Yield 8,500,000 | 1.57% i i 0 0% | None | None | None
Leading Company Fund.
Vaguard Emrging Markets Stock
Index Fud, A Series of Vanguard 7,068,103 1.31% - - 0 0% | None | None | None
International Equity Index Funds
Vanguard Total International Stock
Index Fund, a series of Vanguard Star | 6,845,312 1.27% - - 0 0% | None | None | None
Funds
Hua Eng Wire&Cable Co., Ltd. 4,699,013 0.87% - - 0 0% | None | None | None
Hua Eng Wire&Cable Co., Ltd., . c .
Representative: Hung-Jen, Wang Shareholder did not provide information.
BAYVK A3 - Global Investment
Responsibility custody under HSBC 4,430,481 | 0.82% - - 0 0% | None | None | None
Citibank is entrusted to take care of the
dedicated account of DFA Emerging 3,737,544 0.69% - - 0 0% | None | None | None
Markets Core Equity Fund
Green Cove Enterprises Inc. 3,605,462 0.67% - - 0 0% | None | None | None
Green Cove. Enterprlges Inc., Shareholder did not provide information.
Representative: Marrian, Hwang
Hitech Holding (BVI) Corp. 3,545887 | 066% | - | - | 0 | 0% |None| None | None
Hitech Holding (BVI) Corp., . Sy .
Representative: Ko-Pin, Chu Shareholder did not provide information.
Taiwan Life Insurance Co., Ltd. 3,218,000 | 0.59% | - | - | 0 | 0% | None | None | None
Taiwan Life Insurance Co., Ltd., . Cy .
Representative: Cheng, Tai-Ke Shareholder did not provide information.

Note 1: All top 10 shareholders shall be listed. Those who are juridical shareholders shall have the name of juridical shareholder and the
name of its representative listed separately.

Note 2: The shareholding ratio is calculated based on the shares held by the person, his/her spouse or minor children, or through
nominees.

Note 3: The relationship among aforementioned shareholders, including juridical persons and individuals, shall be disclosed in
accordance with the issuer's financial reporting standards.
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X. The total number of shares and total equity stake held in any single enterprise by the
Company, its Directors and Manager and any companies controller either directly or

indirectly by the Company

December 31, 2022; Unit: Share; %

Shareholding of directors,

Shareholding b supervisors, managers or .
Affiliated Company (Note ) the Compzflyy elr)lterprises underg their Total Shareholding
direct or indirect control
Shares % Shares % Shares %
Wafer Works Investment Corp. 66,566,226 100%| 0 0 66,566,226 100%)
Heli-Vantech Corp. 500,000 100%| 0 0 500,000 100%
[Huaxin (Shanghai) Technology Co., Ltd. 0 100%| 0 0 0 100%)

Note: Long-term investment accounted based on equity-method.
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IV. Capital Overview

L. Capital and shares
1. Capitalization
1) Capitalization

April 21,2023/Unit: shares; NTD Thousand

) Authorized capital Paid-in capital Notes
Issuing
Period | Price Property
(NTD)| Shares Amount Shares Amount Source of capital Amount |other than| Other
cash
1997.07 10 500,000 5,000 500,000 5,000/Incorporation 5,0000 None
1997.12 10 80,000,000 800,000[ 76,854,335 768,543|Capital increase by cash 763,543 None Note 1
1998.10 | 10 |200,000.000 2,000,000 126,966,936 1,269,670/ -2Pital increase by cash 400000 None | Note 2
Capitalization of capital reserve 461,127
2000.04 10 | 200,000,000 2,000,000 150,000,000 1,500,000[Capital increase by cash 230,33 None Note 3
2003.08 10 250,000,000, 2,500,000 150,000,000 1,500,000)Authorized capital increase {4 None Note 4
2004.10 10 ] 250,000,000( 2,500,000 154,500,000 1,545,000|Capitalization of capital reserve 45,0000 None Note 5
2005.08 10 ] 250,000,000f 2,500,000 155,474,219 1,554,742|Conversion of CB to shares 9,742 None Note 6
2005.09 10 | 250,000,000 2,500,000 164,077,060[ 1,640,771|Capitalization of retained earnings 86,029] None Note 7
2005.10 10 250,000,000  2,500,000( 171,543,698 1,715,437|Conversion of CB to shares 74,6660 None Note 8
2006.02 10 250,000,000, 2,500,000 172,690,410 1,726,904{Conversion of CB to shares 11,467] None Note 9
2006.04 10 ] 250,000,000f 2,500,000 173,222,696 1,732,227|Conversion of CB to shares 5,323 None Note 10
2006.07 10 | 250,000,000f 2,500,000 178,580,288 1,785,803|Conversion of CB to shares 53,576 None Note 11
2006.10 10 250,000,000, 2,500,000 190,342,415 1,903,424|Capitalization of retained earnings 117,621 None Note 12
2006.11 10 250,000,000,  2,500,000( 194,187,342 1,941,873|Conversion of CB to shares 38,449 None Note 13
2006.12 | 10 | 250,000,000 2,500,000 209,853,913 2,008 539(onversion of CB to shares 6,668 None | Note 14
Capital increase by cash 150,00
2007.04 10 250,000,000 2,500,000 210,601,038 2,106,010[Conversion of CB to shares 7,471 None Note 15
2007.07 10 250,000,000 2,500,000 211,670,560, 2,116,706/Conversion of CB to shares 10,696 None Note 16
2007.09 10 ] 300,000,000 3,000,000 218,800,569  2,188,006/Capitalization of retained earnings 71,30 None Note 17
2007.10 10 | 300,000,000 3,000,000 221,330,854 2,213,309|Conversion of CB to shares 25,303 None Note 18
2008.02 10 | 300,000,000 3,000,000 226,330,854  2,263,309[Capital increase by cash 50,00 None Note 19
2008.02 10 300,000,000, 3,000,000 226,674,145 2,266,741|Conversion of CB to shares 3,432  None Note 20
2008.05 10 | 300,000,000 3,000,000 226,698,791| 2,266,988/Conversion of CB to shares 247 None Note 21
200809 | 10 | 300,000,000 3,000,000 234,536,385 2,343,364 Pitalization of retained carnings 76,035 None | Note 22
Conversion of CB to shares 2,341
2008.12 10 300,000,000, 3,000,000 235,111,566 2,351,116|Conversion of CB to shares 5,752 None Note 23
2009.02 10 300,000,000  3,000,000] 234,761,566]  2,347,616|Cancellation of treasury shares 3,5000 None Note 24
2009.09 10 ] 300,000,000 3,000,000 256,542,450[  2,565,425|Capitalization of retained earnings 217,809 None Note 25
2009.12 10 | 300,000,000 3,000,000 273,542,450,  2,735,425|Capital increase by cash 170,00 None Note 26
2011.09 10 | 400,000,000 4,000,000 281,748,724  2,817,487|Capitalization of retained earnings 82,062 None Note 27
2012.08 10 | 400,000,000 4,000,000 286,795,325  2,867,953[Capitalization of retained earnings 50,466 None Note 28
2013.09 10 ] 400,000,000f 4,000,000 336,795,325 3,367,953|Capital increase by cash 500,0000 None Note 29
2014.10 10 | 400,000,000 4,000,000 335,413,325  3,354,133[Cancellation of treasury shares 13,82 None Note 30
2014.11 10 | 400,000,000f 4,000,000 338,413,325 3,384,133[Issuance of restricted stock awards 30,00 None Note 31
2015.01 10 | 400,000,000f 4,000,000 383,413,325 3,834,133|Capital increase by cash 450,0000 None Note 32
2015.08 10 | 400,000,000f 4,000,000 383,173,325 3,831,733|Cancellation of restricted stock awards 2,400 None Note 33
2016.03 10 | 500,000,000 5,000,000 413,173,325|  4,131,733|Capital increase by cash 300,00 None Note 34
2016.09 10 ] 500,000,000f 5,000,000 413,085,575 4,130,855|Cancellation of restricted stock awards 878 None Note 35
2017.05 10 500,000,000,  5,000,000( 433,784,527 4,337,845|Conversion of CB to shares 206,990, None Note 36
Conversion of CB to shares 148,074
2017.08 10 | 500,000,000 5,000,000, 447,705,419 4,477,054 Cancellation of restricted stock awards 8865 None Note 37
2017.11 10 | 500,000,000 5,000,000 471,615,361| 4,716,154|Conversion of CB to shares 239,10 None Note 38
2018.03 10 | 500,000,000 5,000,000] 480,898,436 4,808,984|Conversion of CB to shares 92,83 None Note 39
2018.06 10 600,000,000]  6,000,000] 510,898,436]  5,108,984|Capital increase by cash 300,0000 None Note 40
2021.10 10 600,000,000  6,000,000] 540,898,436] 5,408,984|Capital increase by cash 300,0000 None Note 41
2022.04 10 ] 600,000,000f 6,000,000 540,933,730, 5,409,337|Conversion of CB to shares 353 None Note 42
2022.07 10 | 700,000,000 7,000,000 540,933,730] 5,409,337|Authorized capital increase | None Note 43
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Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:

Note 7:

Note 8:

Note 9:

Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:

Approval No.:

Ching-(86)-shang-tzu-ti-123700
Ching-(87)-shang-tzu-ti-087133073
(89) Tai-tsai-cheng-(1)-ti-113917
Ching-(92)-shang-tzu-ti-09201237800
Ching-shou-shang-tzu-ti-09301179830
Ching-shou-shang-tzu-ti-09401157440
Ching-shou-shang-tzu-ti-09401181520
Ching-shou-shang-tzu-ti-09401207960

Ching-shou-shang-tzu-ti-09501019030

Note 10: Approval No.: Ching-shou-shang-tzu-ti-09501070270

Note 11

Note 12:

Note 13:

Note 14:

Note 15:

Note 16:

Note 17:

Note 18:

Note 19:

Note 20:

Note 21

Note 22:

: Approval No.:

: Approval No.:

Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:

Approval No.:

Approval No.:

Ching-shou-shang-tzu-ti-09501145790
Ching-shou-shang-tzu-ti-09501228590
Ching-shou-shang-tzu-ti-09501258760
Ching-shou-shang-tzu-ti-09601011260
Ching-shou-shang-tzu-ti-09601079820
Ching-shou-shang-tzu-ti-09601182680
Ching-shou-shang-tzu-ti-09601218610
Ching-shou-shang-tzu-ti-09601255260
Ching-shou-shang-tzu-ti-09701034660
Ching-shou-shang-tzu-ti-09701041500
Ching-shou-shang-tzu-ti-09701131930

Ching-shou-shang-tzu-ti-09701236380

Note 23:
Note 24:
Note 25:
Note 26:
Note 27:
Note 28:
Note 29:
Note 30:
Note 31:
Note 32:
Note 33:
Note 34:
Note 35:
Note 36:
Note 37:
Note 38:
Note 39:
Note 40:
Note 41:
Note 42:

Note 43:
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Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:
Approval No.:

Approval No.:

Ching-shou-shang-tzu-ti-09701313820
Ching-shou-shang-tzu-ti-09801018900
Ching-shou-shang-tzu-ti-09801209250
Ching-shou-shang-tzu-ti-09801294820
Ching-shou-shang-tzu-ti-10001203510
Ching-shou-shang-tzu-ti-10101179620
Ching-shou-shang-tzu-ti-10201188190
Ching-shou-shang-tzu-ti-10301205210
Ching-shou-shang-tzu-ti-10301241970
Ching-shou-shang-tzu-ti-10401003970
Ching-shou-shang-tzu-ti-10401169160
Ching-shou-shang-tzu-ti-10501045020
Ching-shou-shang-tzu-ti-10501212820
Ching-shou-shang-tzu-ti-10601067090
Ching-shou-shang-tzu-ti-10601120240
Ching-shou-shang-tzu-ti-10601158840
Ching-shou-shang-tzu-ti-10701027890
Ching-shou-shang-tzu-ti-10701075970
Ching-shou-shang-tzu-ti-11001197650
Ching-shou-shang-tzu-ti-11101057950

Ching-shou-shang-tzu-ti-11101122780



2) Type of stock
April 21, 2023; Unit: share

Type of stock Authorized share capital Notes
yp Outstanding shares | Unissued shares Total
Common stock 540,933,730 159,066,270 700,000,000 | Listed company’s shares

3) Information for shelf registration: Not applicable.

2. Composition of shareholders
April 21, 2023; Unit: shares, %

» . . Lo Foreign
Compo of Shareholders Govermpent 'Flr?ancl:lal Other juridical Individuals | institutions and Total
Quantity agencies 1nstitutions persons e
individuals
Number of shareholders 1 3 399 127,229 238 127,870
Shareholding (Shares) 14 4,055,000 | 36,600,141 | 432,878,992 | 67,399,583 |540,933,730
Shareholding percentage (%) 0 0.75 6.77 80.02 12.46 100

Note: Publicly listed companies and emerging stock companies shall disclose the ratio of shares held by investors from Mainland
China; investors from Mainland China refer to the people, legal persons, organizations, other institutions, or the companies
in any third area invested by them as stipulated in Article 3 of Measures Governing Investment Permit to the People of
Mainland China.

3.  Distribution of shareholding
(1) Distribution of shareholding
April 21, 2023; Unit: persons; shares; %

Shareholding range Number of shareholders Shareholding Shareholding percentage
1 to 999 40,137 3,648,584 0.67
1,000 to 5,000 71,104 143,808,843 26.59
5,001 to 10,000 9,586 73,226,370 13.54
10,001 to 15,000 2,749 34,308,035 6.34
15,001 to 20,000 1,495 27,419,274 5.07
20,001 to 30,000 1,169 29,346,533 5.43
30,001 to 40,000 511 18,223,160 3.37
40,001 to 50,000 306 14,108,176 2.61
50,001 to 100,000 513 36,060,035 6.67
100,001 to 200,000 162 22,120,404 4.09
200,001 to 400,000 68 18,508,088 342
400,001 to 600,000 19 9,596,509 1.77
600,001 to 800,000 10 7,106,434 1.31
800,001 to 1,000,000 8 7,229,696 1.34
1,000,001 and above 33 96,223,589 17.78
Total 127,870 540,933,730 100.00

(2) Preferred stock: not applicable
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4.  Major shareholders

April 21, 2023; Unit: shares; %

Shares| Shareholding Shareholding
Name percentage
Ping-Hai, Chiao 12,072,954 2.23
Chang Hwa Commercial Bank, Ltd. is entrusted to take
care of the dedicated account of Yuanta Taiwan High-Yield 8,500,000 1.57
Leading Company Fund.
Vanguard Emerging Markets Stock Index Fund, a Series of 7.068.103 131
Vanguard International Equity Index Funds U )
Vanguard Total International Stock Index Fund, a series of 6.845.312 127
Vanguard Star Funds
Hua Eng Wire&Cable Co., Ltd. 4,699,013 0.87
BAYVK A3 - Global Investment Responsibility custody 4.430.481 082
under HSBC
Citibank is entrusted to take care of the dedicated account
of DFA Emerging Markets Core Equity Fund 3,737,544 0.69
Green Cove Enterproses Inc. 3,605,462 0.67
Hitech Holding (BVI) Corp. 3,545,887 0.66
Taiwan Life Insurance Co., Ltd. 3,218,000 0.59

5. Share information for last two years (market price, net value, earnings and dividends

per share)
Unit: NTD; thousand shares
Year As of April 30,
2021 2022 2023
ltem (Note 4)
Market price Highest 89.50 87.80 49.70
per share Lowest 37.60 36.20 40.60
(Note 1) Average 62.64 61.52 46.06
Net value per share Before cliist?ibu.tion 21.19 23.85 24.38
After distribution 19.84 (Note 3) (Note 3)
Weighted average shares 519.592 540.934 540.934
Earnings per share (thousand shares)
Earnings per share 2.02 4.00 0.50
Cash dividends 1.35 (N20.;5603)
Earnings . .
s Stock distribution
Dividends per share dividends Capital
distribution B B
Accumulated undistributed . .
dividend
. Price/Earnings ratio 31.01 15.38
Remm(;‘;gvz‘;“me“ Price/Dividend ratio 46.41 24.61
Cash dividend yield 2.15% 4.06%

Note 1: Referred to OTC website.
Note 2: Price/Earnings Ratio= Average Market Price/Diluted Earnings Per Share;
Price/Dividend Ratio= Average Market Price/Cash Dividends Per Share;
Cash Dividend Yield = Cash Dividends Per Share/Average Market Price
Note 3: The earnings distribution proposal for 2022 has been approved by the Board of Directors’ meeting on March

15, 2023, but it has not yet to be presented for approval at the shareholders’ meeting.

Note 4: Listed net value per share and earnings per share are according to the report reviewed by CPA in the latest

quarter as of the date of the publication of this annual report. Other columns show information for the

current year as of the date of the publication of this annual report.
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6.

1.

8.

Company’s dividend policies and implementation status

(1) Dividend policy

The Company’s dividend policy is based on Articles of Incorporation as:

Under the Company’s Article 29 that, the Company shall allot no less than 5% of
profits as employees’ compensation and no more than 2% of it as the director’s
compensation when the Company makes profits. However, there shall be a certain
amount reserved from the profit in advance to make up for the loss when there is still
accumulating loss of the company.

Employee compensation may be paid in stock or cash, and the recipients may include
employees of affiliated companies who meet certain conditions.

Under Article 29-1, profits shall be used to pay taxes and to utilize for offsetting losses
of the previous years, and then 10% of the remaining profit shall be allotted for a legal
reserve and the special reserve or to reverse special reserve as requested by the
competent authorities when there is any profit generated this year. And then the
remaining profit combines with profit accumulated from previous years can be
distributed. Some of this distributable profit may be preserved according to the
business situation, and the rest shall be subject to the earnings distribution proposal
formulated by the Board of Directors according to this dividend policy to be reported
to the shareholders’ meeting.

The company’s dividend policy is formulated by the Board of Directors, according to
the business and investment plan, capital budget, and the changes of internal and
external conditions. The total amount of distributed dividends shall be no less than
30% of the remaining profit, and the distribution can be paid in cash or stock.
However, the distributed cash dividends shall be greater than 10 % of the total
dividends.

(2) Proposal for dividend distribution in 2023 shareholders’ meeting

The Company’s 2022 earnings distribution was approved on March 15, 2023 by
the Board of Directors, it is proposed to be distributed as cash dividends of
NT$1,352,334,325 (NT$2.5 per share) to shareholders. The proposal will be
submitted to the shareholders' meeting on June 19, 2023 for resolution.

Effect on business performance and EPS of any stock dividend distribution proposed or
adopted at the most recent shareholders’ meeting: Not applicable

Compensation of employees and directors

(1) The percentages or ranges with respect to employee and director compensation,
as set forth in the company’s articles of incorporation:

The Company shall allot at least 5% of profits as compensation for employees
and no more than 2% as compensation for directors when it makes profits.
However, the Company shall reserve profits to compensate the cumulative
losses in advance.
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0.

Employee compensation may be paid in stock or cash, and the recipients may
include employees of affiliated companies who meet certain conditions.

(2) The basis for estimating the amount of compensation of employees and
directors, for calculating the number of shares to be distributed as employee
compensation, and the accounting treatment of any discrepancy between the
actual distributed amount and the estimated figure, for the current period:

1) The basis for estimating the amount of compensation for employees and
directors for the current period: The amount is estimated based on the Company’s
Articles of Incorporation and prior experience.

2) The Basis for calculating the number of shares allotted for stock dividends:
None.

3) The accounting treatment of any discrepancy between the actual distributed
amount and the estimated figure, for the current period:

The amount that differs from the earnings distribution proposal reported in the
shareholders’ meeting shall be subject to the change of accounting estimation
and classified as the profit and loss of the following year, which does not
affect the approved financial report.

3. Distribution of compensation of employees and directors approved in the Board
of Directors meetings.

(1) The amount of distribution of compensation for employees and directors
distributed in cash or stock:

The board meeting on March 15, 2023 approved that NTD 150 million
of employee compensation and NTD 10.5 million of director
compensation in 2022 were distributed in cash, which was consistent
with the estimated amount in the 2022 financial statement.

(2) The amount of any employee compensation distributed in stocks, and the
size of that amount as a percentage of the sum of the after-tax net income
stated in the parent company only financial reports for the current period
and total employee compensation: not applicable.

4. The actual distribution of employees’ remuneration and directors’
remuneration in the previous year (including the number of shares allocated,
the amount of shares and the share price), and differences, the reasons and

treatment when it is different from recognized employees’ remuneration and
directors’ remuneration:

According to the resolution of the Board of Directors on March 23, 2022, for
the annual earnings of 2021, NTD 75 million of the profit was allocated to
employees as cash compensation and NTD 8.4 million to directors as
compensation. The actual distribution of compensation of employees and
directors was in line with the resolution of the Board of Directors.

Status of repurchase of company shares: None
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II.  Status of issuance of corporate bond

1. Status of issuance of corporate bond:
Type of corporate bond The 7% .domestic unsecured
convertible corporate bonds
Issuance date July 27, 2021
Denomination NTD 100,000
Issuance and trading location Taiwan
Offering price Issued by par value
Total amount NTD 300,000,000
Coupon rate coupon rate 0%
. 5 years
Tenure & maturity date Date maturec}il: July 27, 2026
Guarantor None
Trustee Land Bank of Taiwan
Underwriter 960T Fubon Securities Co., Ltd.
Legal counsel Handsome Attorneys-at-Law
Auditor Ernst & Young
Except for conversion according to the
Repayment con'velrsion method or rfed(.emptionl, the
principal shall be repaid in cash in a
one-off payment upon maturity.
Outstanding NTD300,000,000
Redemption or Early Repayment Clause Omit
Covenants Omit
Credit Rating (Agent, Date and Result) None
. Amount of converted or exchanged
ng)erf dlillo%lclltesr;)f common shar.es, .GDRs or other securities NTD2,400,000
as of the publication of the Annual Report.
Conversion Right Omit
Dilution Effect and Other Adverse Effects on Existing
None
Shareholders
Custodian None

2. Information of convertible bond

Information of convertible bond

Type of Convertible Bond

The 7th domestic unsecured convertible corporate bonds

Year 2022 As of April 30, 2023
Item
_ Highest 154.00 99.90
Market price of Lowest 91.00 94.80
conversion
Average 100.72 97.44

Conversion price

From August 15, 2021, the conversion price will be adjusted from
NT$70.00 to NT$68.90;

From July 25, 2022, the conversion price will be adjusted from
NT$68.90 to NT$66.20.

Issuance date and conversion price at the issuance

Issuance Date: July 27, 2021
Conversion price at the issuance: NT$70

Method to fulfill the conversion obligation

Issuance of new shares

I1I. Status of preferred share: None
IV.
V.

VL
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Status of issuance of overseas depository receipt: None
Status of issuance of employee share subscription warrants: None

Status of issuance of new employee restricted award: None




VII.  Status of issuance of new shares in connection with mergers or acquisitions: None
VIII. Implementation of capital allocation plans

(1) Content of plan
The previous issuance or private placement of securities has not yet been completed,
or completed within the last three years, but the benefits of the plan have not yet
materialized as of the date of publication of the annual report: None.

(2) Implementation status: Not applicable
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V. Operation Overview
I. Business category
1. Business scope
(1) Main business content

1) R&D, design, fabrication, import, and agency sales of semiconductor and its
materials.

2) Design, processing, import and export sales, and after-sales services of
semiconductor silicon wafer materials and wafer processing equipment and
components.

3) Technology transfer and consulting business with respect to all aforementioned
products.

4) All business activities that are not prohibited or restricted by laws, except for
those that are subject to special approval.

(2) Proportion of operation

Unit: NTD thousand

Operation ratio of 2022
Product/ Year -
Amount Ratio (%)
Semiconductor products 12,644,318 99.74
Others 33,113 0.26
Total 12,677,431 100.00]

(3) Products
1) Semiconductor silicon ingot

2) Semiconductor silicon wafers (single-side polished wafer and double-side
polished wafer)

3) SOI wafer

(4) New products and services in planning and development

1) 12-inch low resistivity silicon wafer technology

2) 12-inch low COP silicon wafer technology

3) 8-inch ultra-low resistivity silicon polished wafer technology
4) 8-inch ultra-low resistivity crystal growth technology

5) Development of AI/AOI Big Data automatic measurement system

2. Industry Overview
1) Current status and development of the semiconductor industry

The on-going Russo-Ukrainian war and China’s lockdown policy have exacerbated the
problems which the industry is facing in supply chain management. Compounded by increased
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interest rates and worsening inflation, the overall global economic performance in 2022 was
unsatisfactory, and this slowdown is expected to continue until 2023. World Semiconductor
Trade Statistics (WSTS) revised downwards that the YoY growth rate of global semiconductor
market would be 4.4% in 2022, which equaled to a market scale of US$580.1 billion. The first
to bear the brunt was the memory industry, with annual output value declining by 12.6%.
Adversely affected by market cycles and macroeconomics in the second half year, consumers
postponed their purchases of consumer electronic products. Thus, sales of memory products
slowed and the price was volatile. Compounding matters, most major memory manufacturers
are located in Asia, so the decline was reflected in the memory sector and the Asia-Pacific
region. At the same time, WSTS estimated that the YoY growth rate in 2023 will decline to -
4.1%, which equaled to a market scale of US$556.5 billion. Aside from analog IC, the overall
IC industry and the World Fab Forecast (WFF) published by SEMI have echoed each other that
the bullwhip effect is brewing and the industry will undergo the trough cycle in 2023. The total
global front-end fab equipment spending in 2023 is expected to decline by 22%, from an all-
time high of US$98 billion in 2022 to US$76 billion. It is anticipated that, in 2024, the sectors
catering to cars, computing, and emerging applications will rebound by 21% to return to the
main threshold of US$92 billion and continue their long-term growth).

Forecast of Revenues and YoY Growths of Global Semiconductor Markets

WSTS Forecast Summary
Fall 2022 Amounts in US$M Year on Year Growth in %
2021 2022 2023 2021 | 2022 |
Americas 121,481 142,138 143,278 274 17.0 0.8
Europe 47,757 53,774 54,006 27.3 12.6 0.4
Japan 43,687 48,064 48,280 19.8 10.0 0.4
Asia Pacific 342967 336,151 311,005 26.5 -2.0 -7.5
Total World - $M 555,603] 580,126| 556,568 26.2 4.4 4.1
Discrete Semiconductors 30,337 34,098 35,060 274 12.4 2.8
Optoelectronics 43.404]  43777] 45,381 7.4 0.9 3.7
Sensors 19,149 22,262 23,086 28.0 16.3 3.7
Integrated Circuits 463,002] 479,988 453,041 28.2 3.7 -5.6
Analog 4.1 89,554 90,952 33.1 20.8 1.6
Micro 80,221 78,790 75,273 15.1 -1.8 4.5
Logic 154,837 177,238] 175.191 30.8 14.5 -1.2
Memory 153.83 134.407) 111.624 30.9 -12.6 -17.0
Total Products - $M 555892 580,126] 556,568 26.2 4.4 -4.1

Note: Numbers in the table are rounded to whole millions of dollars, which may cause totals by region and
totals by product group to differ slightly.

Source: World Semiconductor Trade Statistics (WSTS) 11/2022

According to the survey conducted by TrendForce, the total global vehicle sales in 2022 were
81.05 million units, virtually equal to the volume sold in 2021. The short supply of auto chips
along with logistics problems prevented the supply from promptly meeting the demand.
According to estimates, the 2023 growth trend will likely rebound to 84.1 million units,
representing an annual increase of 3.8%. From the perspective of regional markets, China has
continued to be the champion of car sales, followed by the U.S. According to the research

conducted by sales trackers LMC Automotive and EV-Volumes, the sales of global XEV (battery

electric vehicle and hybrid electric vehicles) are approaching 8 million units, representing an

annual increase of nearly 70% and accounting for about 10% of global new car sales. With the
prevalence of net zero awareness, battery electric vehicles equipped with net zero characteristics
will continue to increase and show significance among sales ratios. Despite the economic

downswing, China’s car market has shown no sign of declining. Tesla, the giant leader of battery

electric vehicles, launched a price war at the end of 2022 in an attempt to seize the market share.
In order to cut costs, Tesla announced a reduction of up to 75% of the use of SiC, a third
semiconductor category, on its investor day. Some experts consider Si-based material to have
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comparative advantage in the XEV market. The possibility for Tesla to replace SiC with Si-based
material has not been ruled out.

95

91

8%

2018 2019 2020 2021 2022 2023(E)

Source: TrendForce, Feb., 2023 = ., ====TYoY
Source: TrendForce, 02/2023. Unit: million units.

The graphics processing unit (GPU) giant NVIDIA rolled out its new computing platform,
while accelerating development in the sectors of artificial intelligence (Al), high performance
computing (HPC), and quantum computing. Advanced computing capability sustains the
existence of ChatGPT, which has enabled Al to take a great leap from a single data pattern to a
social interaction model. The director of the Industry, Science and Technology International
Strategy Center (ISTI) of ITRI is also convinced that the combination of creator economy and
generative Al is an important engine to commercialize the metaverse. According to IDC’s
analysis, the annual global Al overall market revenue (including software, hardware, and
services) in 2021 topped US$316.9 billion, and revenue is expected to exceed US$700 billion
in 2025. While confronting the largest single-quarter loss in years, memory manufacturer
Micron also saw the potential opportunity brought by the rise of generative Al. Relevant
applications require lots of memory chips to operate. The future new demand is bound to
increase, which will further invigorate market recovery.

5 958
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Source: IDC, summarized by ITRI, 2022. Unit: hundred million USD.

To assist the growth of the computing platform, reinforce current 5G penetration and
future 6G development, and even deal with military conflicts, low earth orbit satellite (LEOS)
has reemerged as a focal topic of discussion. While the Russian army bombarded Ukrainian
base stations and cables, LEOS turned out to be a clincher for the Ukrainian army to maintain
communications. Many countries around the world have aggressively developed LEOS-related
technologies. According to statistics released by the Satellite Industry Association, the global
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space economies of scale topped US$371.3 billion in 2020. It is estimated that the global space
economies of scale will reach US$1 trillion by 2040, and the satellite industry will account for
up to 88%, or US$925.2 billion. Apart from this, unmanned aerial vehicles (UAVs) were, for
the first time, assigned to military tasks, such as patrol and reconnaissance in the war. These
applications not only expand business opportunities for military chips, but also make UAV
combat a future war trend. Taiwan has invested more than NT$20 billion in establishing a UAV
national team to aggressively develop the military and civil dual-use UAV industry.

B internet

Source: Satellite Industry Association, Morgan Stanley Research, Thomson Reuters, 2021 (*2040 estimates)

2) Correlation among upstream, midstream, and downstream of semiconductor industry

Upstream 1 Midstream , Lowstream
1 ] 1
CAD Design Mask Fabrication Packagingand Channel |
CAE ’ ’ o P testing
— ] |
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Materials peis
Wafer ] l
Lowresistivity Production Chemicals Production Chemicals Substrate
silicon detection detection
substrate equipment equipment
Highresistivity
silicon
substrate
(Crystal growth, wafer slicing, polishing)

Data source: ITRI IT IS project; summarized by Wafer Works (3/2016)

3) Trends of end applications and product development

To continue the analysis of WSTS, the fields of discretes, sensors, analog IC, etc. maintained
their growth trends in 2022. The growth was even slightly higher than previous estimates and
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relevant to the positive growth of XEV related demands. The global automotive industry continues
to develop toward two major trends of electrification and intelligentization. The policy of banning
the sale of internal combustion engine vehicles (ICEV) urges international vehicle makers to
actively switch to the development and production of electric vehicles. It is estimated by
DIGITIMES Research that the global penetration rate of electric vehicles will surpass 32.8% in
2025. The most critical core technologies of electric vehicles are the three electricity (battery,
motor, and electronic control) systems, which will lead to rather significant business opportunities.
Battery management systems (BMS), on board charger (OBC), charging guns/piles, inverter,
converter and sensors etc., and all required electronic components and Si-based devices (including
power MOSFET, IGBT, Super Junction, sensor, analog IC) and compound semiconductors (SiC
and GaN). Lightly and heavily doped wafers have benefited at the same time. Major international
IDM manufacturers have even more aggressively signed 12 inch long-term agreements (LTA)
with Wafer Works to ensure sufficient supply.

After heated discussions arising from ChatBot ChatGPT, the surge in the number of users can
be expected. As a result, the demand for installation of advanced servers with high speed networks
and hardware of cloud AI has significantly increased, prompting demand for high performance
central processing unit (CPU), GPU, field programmable gate array (FPGA), and application
specific integrated circuit (ASIC), and the demand has even been extended to memory products.
At the same time, the sales momentum of the cloud edge Al device has also been fostered. As
indicated in TrendForce’s research, the ratio of the ASIC market size in 2026 will rise to 26%.
The largest growth will facilitate ASIC’s market share, which will cover communication
requirements such as telecommunications and EOS in addition to generative Al. Nevertheless,
ASIC is mostly the 12-inch equipped with 3-7 nm advanced processing technology. It is
anticipated that 12-inch production lines will successively open and gradually penetrate the
market, and the converters used by cloud edge Al devices will reflect the demand for heavily
doped wafers.

100%
75%
I e
S0% CPU | [ell] BFPGA ASIC
25% . . .
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Source: TrendForce, 09/2022

The mmWave chip manufacturing technology used by Radar and LESO is similar to that
used by 5G, and the demand driven by UAYV is slightly similar to that of xEV. However, driverless
vehicles rely more heavily on the assistance of image sensors and data transmission devices. It is
bound to drive the demands for RF front end module, RF devices for antenna modules, RF-SOI
and GaN wafers. PMIC, power MOSFET devices fabricate on heavily doped wafers. The demand
will continue to grow. However, likewise, the advanced CIS market also relies on and benefits
from stable mass production of the 12-inch production line.
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The increase in high performance, high speed computing platforms and XxEV highlights the
two major issues of energy conversion efficiency and energy loss. Therefore, the wide band gap
semiconductors with high energy efficiency and low loss grab lots of limelight. While introducing
resources to develop compound semiconductors, major manufacturers also continue to refine their
Si wafer processing capacity and develop new processing technology to overcome the limitations
of Si-based semiconductors. With a rich experience of 25 years in silicon manufacturing, homo-
and hetero-epitaxy, the recent GaN Epi outcome not only showcases Wafer Works’ silicon
material strength, but also expands the dimensions of material application.

The multiplied push of emerging technologies, such as the aforementioned xEV, Al, and
communication technologies, is certain to trigger new demand for relevant electronic components,
which will further reinforce the demand for fab production capacity, positively prompt the
consumption of silicon chips, and further invigorate the beneficial development of the silicon
industry. Although less 8-inch machine equipment is available on the market, according to
SEMTI’s statistics, the number of 8-inch fabs has slightly increased. From 2021 to 2025, the
production capacity of automotive and power semiconductor fabs is expected to take the lead with
a growth of 58%, followed by MEMS growing 21% and analog IC growing 14%. Thus, the
demand for corresponding lightly and heavily doped wafers results in the fact that 8-inch
production capacity utilization rates have been 90%-95% for an extended period of time. With the
tight supply of the supply chain and intensified scope and depth of end product applications, the
overall demand for silicon crystal materials has shown stable growth, and customers’ intention to
launch medium and large size products has been gradually brought to light. As analyzed by SEMI,
from 2022 to 2026, the production capacity of analog IC and discrete has taken the lead with a
compound annual growth of 30%, followed by foundry growing 12% and optical devices growing
6%. The existing 12-inch production line of Wafer Works has also benefited from orders of
discretes, which have fully loaded the production capacity. nevertheless, Longtan Plant and Erlin
Plant will gradually make up for the strong demand gap in the future.

Total 200mm Fab Capacity and Fab Count

Capacity (Front End, Excluding Fab/EPI)
in 200mm WPM Fab Count
thousand == 200mm Capacity =—Fab Count 218
217 220
214 215
7,000 211
6,000
200
5,000 190
4,000 ‘ 180
2018 2019 2020 2021 2022 € 2023 F 2024 F 2025 F

Source: 200mm Fab Outlook to 2025, 3Q22 Update, Published by SEMI
Source: SEMI 200mm Fab Outlook to 2025, Q3/2022

4) Horizontal competition

According to the statistics, the global market ranking of silicon wafer makers remains for
years, with Shin-Etsu (Japan), Sumco (Japan), Global Wafers (Taiwan), and Siltronic AG
(Germany) ranked top five. Wafer Works is ranked 6th in the global market.

As for the shipment of ultra-low resistance heavily doped silicon wafers for power
semiconductor devices, Wafer Works is ranked 2nd in the world, maintaining its position as the
No. 1 maker of 8-inch red phosphorus doped wafers in the world. This is an indication of
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superior competitiveness and the leading position of Wafer Works in this field. In addition to
speeding up the debottlenecking of production capacity in Longtan Plant, 8 inch capacity
increased by about 10% and 12 inch sample delivered in end of 2022. The plan to expand current
factory buildings is scheduled to be completed by the end of 2023, so the total production output
is expected to be increased after all the production capacities are fully launched, which shall
increase the market share of the Company.

Global Market Share of Silicon Wafer Makers in 2021

Wafer Works Other
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SK Siltron
11%

Siltronic ;5’

Global Wafers
17%
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25%

= Shin-Etsu = SUMCO Global Wafers = Siltronic SK Siltron Wafer Works = Other

Data source: Omdia (Q1/2021)

3. Technology and R&D overview

1) R&D expenses in the most recent year and as of the date of publication of annual

report
Unit: NTD Thousand
Item/Year 2022 2023Q1
R&D expenses 838,440 241,265
Net operating income 12,677,431 2,705,087
R&D expenses as a percentage of net revenue (%) 6.61% 8.92%

2) Technologies or products successfully developed in the most recent year and as of
the date of publication of annual report

A. 8-inch ultra-low resistivity silicon wafer (P-type and N-type)
8-inch lightly doped low COP silicon wafer

6-inch/8-inch double-side polished silicon wafer

8-inch multi-element doped silicon wafer

6-inch/8-inch SOI wafer

8-inch ultra-low COP polished silicon wafer technology

12-inch epitaxial technology

T 0 mm U 0w

12-inch ultra-low resistivity silicon wafer technology
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3) Annual R&D plan, current progress, R&D expenses needed to be reinvested, and
expected time to begin mass production

Unit: NTD thousand

Expected
completion of Expected expenses to
Product or Technology technology Current progress be reinvested

development
Eizhfofgglyl low resistivity silicon wafer December 2023 80% completed 76,500
g; é:?eccigglrsgw resistivity polished silicon December 2023 95% completed 7,500
(3) Project development related to the application
of image sensing device CIS epitaxial material December 2023 80% completed 33,000
(4) SOI epitaxial technology December 2023[ 90% completed 7,600
Sghi-(l)rllglglyultra-low resistivity crystal growth December 2023 60% completed 53.000
(6) Development of AI/AO Big Data automatic December 2023 60% completed 26.000)
measurement system
ggh]?lz\llsg;pgfrg:hfl Z‘;it;t:(l; silicon wafer December 2023 55% completed 51,500

4) Major factors affecting the future success of R&D

A. Establishment of R&D basic knowledge and protection of core technology
capability

B. Cultivation of talents with critical technologies and retention of talents with
unique expertise

C. Judgment of mid-to-long-term market with persistence of technology
development roadmap

D. Technological improvement and collaboration of R&D strategic partners
E. Competitors get a head start through M&A or technology purchase
F. Accumulation and inheritance of R&D results and critical knowledge
4. Long-term and short-term business development plans
1. Short-term development plan

(1) Objective: To become the world’s leading silicon wafer material products maker,
focusing on niche products such as Power Discrete, Power Management IC,
Analog IC & MEMS, and SOI.

(2) Development strategies:

A. Active deployment of production capacity. The 8-inch production capacity
of Longtan Plant will be enhanced by debottlenecking, and the production
capacities of the Zhengzhou Plant and the new Shanghai Plant will continue
to be enhanced to meet the customers’ demands and to improve the market
share.

B. Investment in R&D and mass production of 12-inch ultra-low resistive
technology on the basis of 8-inch technology.

74



C. Active exploration of market share of P-type products to meet the need of
customers.

D. Consolidating the field of the discrete devices with the continuous
development of major international customers in the markets of Europe, the
US, Japan, and China.

E. Penetration into the BSI CIS niche market through the development of high-
end silicon substrate to create high-value-added products.

F. Urging customers to complete the certification process in all plants of the
Group for the purpose of flexible scheduling of production capacity so that
the Company can arrange the optimal production to reduce production cost.

2. Long-term development plan

(1) Objective: To become the customer-centered silicon wafer supplier with total
solutions.

(2) Development strategies:

A. Achieve the objective of process optimization through a unique production
process flow and quality management system in order to improve production
yield and quality stability.

B. Development of wafer materials and technologies with high energy saving
efficiency in response to the trend of energy saving and environmental
protection.

C. Enhance technology capability and develop, cultivate and produce high-
quality products.

D. Leading the development of markets in China in conjunction with local
resources and high market growth potential in order to seize business
opportunities of local supply chains.

E. Close cooperation with world-class manufacturers to become their strategic
partners and to increase the global market share.

F. Continue to focus on market trends and develop products for RF applications
to strengthen the product lines.

II. Market and product sales overview
1. Market analysis

(1) Sales (supply) areas of major products (services)
Unit: NTD thousand

Region 2021 2022
Amount % Amount %
Taiwan 3,002,631 29.0% 3,752,956 29.6%
Mainland China (Including Hong Kong) 3,544,739 34.3% 3,547,828 28.0%
USA 1,251,464 12.1% 1,770,377 14.0%
Other countries 2,542,442 24.6% 3,606,270 28.4%
Total 10,341,276 100.0% 12,677,431 100.0%

Data source: Wafer Works Corporation 2023/03

75



(2) Market share
According to global shipment data of silicon wafers in 2022 provided by SEMI, among all
shipments of polished wafers by Wafer Works in 2022, 4-inch wafers account for 36.3% of
the global market, 5-inch wafers account for 27.9% of the global market, 6-inch wafers account
for 9.1% of the global market, and 8-inch wafers account for 6.6% of the global market,

indicating stable or growing trends of the market shares of various products.
Market Shares of the Products of Wafer Works in 2022
Unit: 1000 wafers/year

4-inch 5-inch 6-inch 8-inch
Global shipment of polished wafers 1,555 2,686 24,435 52,596
Shipment of polished wafers by Wafer Works 565 750 2,227 3,460
Market share of global polished wafers by Wafer 36.33% 27.92% 911% 6.58%
\Works (%)

Note: the data source of “Global shipment of wafers” is from SEMI, and the scope of statistics covers all major silicon wafer

producers listed on SMG (Silicon Manufacturers' Group), so it may not totally reflect the actual market status of wafers of 6
inches or less.

(3) Future supply-demand status and growth potential of the market

According to the statistics of SEMI, the total global shipment area of semiconductor silicon
wafers in 2022 has exceeded 2021 and reached 14,713 million square inches (MSI), indicating
strong demands for 12-inch and 8-inch wafers. The total revenue reaches US$138 hundred
million, with a YoY growth of 9.5%, breaking the historical records. Given the fact that the
macroeconomic conditions are full of challenges, the global shipment of silicon wafers in 2023
is expected to decline to 146 hundred MSI. Silicon wafer makers have reduced their production
in the first half of 2023 trying to balance their inventories to a healthy level. The demand in
the end markets, such as personal computers and smart phones, is sluggish. However, as driven
by the strong demand for data centers and automotive and industrial applications, a rebound
of 6.54% to 15,555 MSI is expected for 2024, and a further rebound of 6.01% to 16,489 MSI
is anticipated for 2025.

As indicated by SEMI, China’s 8-inch wafer production capacity will lead the world by
growing 66% in 2025, followed by Southeast Asia with a growth of 35%. The Americas and
Taiwan will grow 11% respectively. For 12-inch wafers, China will expand its wafer
production capacity and increase its annual production to 25% in 2026, whereas Korea and
Taiwan will decline to 23% and 21% respectively. As for Europe, the U.S., and the Middle
East, as benefited by the strong demand for automotive chips and promotion of government
chips acts, their global shares will rise year by year from 2022 to 2026; among them, the U.S.
will slightly increase to 9%. China has been dedicated to developing its domestic chips, and
the illustrious outcome will come around in 2026. By then, China will have the largest
production capacity in 8-inch and 12-inch wafers throughout the world. Its total production
capacity of 8-inch and 12-inch wafers will account for 21% and 25% of the world’s total
production capacity respectively. Wafer Works’ production has been deployed across the strait,
so as to minimize the impact of localization on the supply chain.

As driven by the demand for XEV and data communications, the original 8-inch
mainstream products CIS, PMIC, and discrete (MOSFET, IGBT) have become short in supply,
and some 12-inch foundry utilization ratios have been reduced. As such, R&D production
capacity has been reallocated to reduce the time spent for process conversion and
authentication, and the 12-inch products revised by the IC design company have successively
passed the authentication. These measures have quickly alleviated the short supply of relevant
chips.
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The semiconductor industry has been in a downswing since the second half of 2022, so
supply chain adjustment has also extended to the upstream silicon wafer industry. The industry
commonly anticipates that the inventory adjustment will continue in the first half of 2023 and
the market is still consolidated in a trough, but the market is expected to bottom out and
rebound in the third quarter. Thus, 2023 will see many challenges and opportunities.

Statistics and Future Forecast of 2022 Global Silicon Wafer Shipment Area
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(4) Competitive niche

D

2)

Localization advantage

Wafer Works is possessing a superior localization advantage in the
competition among silicon wafer suppliers all over the world. The total output of
professional wafer foundries of semiconductor industries in Taiwan and
Mainland China has accounted for more than 70% of the global market share.
The two major production sites (Yangmei Plant and Longtan Plant) of Wafer
Works in Taoyuan, Taiwan are less than 1 hour away from professional wafer
foundries or other IDM plants, so the Company can be the excellent partners for
customers by quickly delivering the silicon wafer products to customers. In
Mainland China, there are several subsidiaries of Wafer Works, such as Wafer
Works (Shanghai) Co., Ltd. and Wafer Works Epitaxial Corp., to instantly
provide semiconductor manufacturers in Mainland China with various services;
take Zhengzhou Plant as an example, after it was put in production in 2019, it
has truly demonstrated the benefit of “local production and local supply” and
timely seized the business opportunity of local supply chain of semiconductor
industry in China, and it has continued to expand the market share of Wafer
Works.

Independent R&D and market development capabilities

Along with the trend of lighter, thinner, shorter, and smaller end consumer
electronics products, manufacturers continue to introduce products featuring
better power saving, low power consumption, and fast data transmission to meet
consumer needs. Semiconductor material providers must also provide silicon
substrates meeting future trends to help device makers achieve optimal
performance. Wafer Works is equipped with unique and independent production
capability and over 20 years of production and management experience to meet
customers’ needs.



In addition to the dedication to enhancing its technology and quality of low
resistivity silicon wafer products, Wafer Works began to provide customers with
P-type substrates for Logic/Analog IC and PMIC with comparable quality and
technology to international manufacturers since 2014, which makes us one of the
major suppliers of P-type substrate. In addition, the self-developed SOI chip
introduced in 2017 was well-received among customers, thus laying a solid
foundation for entering the MEMS market and taking an official step toward the
RF market. The Company has been dedicated to the development of high-end P-
type substrates for CIS (CMOS Image Sensor) optical sensing devices and high-
end power management devices (i.e. PMIC) in recent years. This product has
been qualified and trial production by several customers.

3) Global product services

Wafer Works has maintained a good partnership with international top -
notch wafer foundries and IDMs. With the rapid changes in global silicon wafer
end product applications, Wafer Works has been devoted to the cultivation of
customer relationships since its inception in 1997 in order to develop new silicon
wafer products in response to different customers’ needs. So far Wafer Works
has become one of the major silicon wafer product suppliers for international tier
one wafer foundries and IDMs. The end product applications of Wafer Works
silicon wafer material range from discrete devices, power management devices,
and analog ICs, to MEMS, proving that Wafer Works is capable of meeting the
needs of different customers. The customers of Wafer Works are spread all over
the world, and the Company has professional sales teams in the US, Europe, Asia,
and Greater China to serve customers in different fields. Currently, the Company
has established a close strategic partnership with international customers so that
the shipment and technology enhancement of the Group can grow with customers
to achieve a win-win situation.

(5) Advantage, disadvantage factors, and response measures of the development
prospect

1) Advantage factors

A. The main product of Wafer Works is the low resistivity heavily doped silicon
wafers for power management IC and discrete power devices, which is the
essential and critical material for this energy-saving trend. Power
management IC is capable of enhancing power conversion efficiency and
increasing the service life of the end device. The emergence of hand-carry
and wearable devices will drive the demand for power management devices.

B. Wafer Works possesses the independent technologies of producing N-type
ultra-low resistivity silicon wafers and P-type silicon wafers to meet the
trends of future development of power management IC, discrete power
devices, and CIS (CMOS Image Sensor).

C. Long-term cooperation with international tier one IDMs in the US and
Europe, being in line with international standards, understanding the design
of the most advanced semiconductor in the world, and sales worldwide with
its own brand of "Wafer Works".

D. The semiconductor industry will continue to grow in the future, so the

demand for 8-inch wafers is expected to remain strong. And the increase of
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subsidies for high-tech industries such as the semiconductor industry in
China’s 14™ Five-Year Plan is bound to further boost the demand for silicon
wafers.

E. The center of a global semiconductor products is located in Asia, and the
significance of wafer foundries in Greater China continues to grow. The
Headquarters of Wafer Works is located in Taiwan, and the Company has the
most advanced production sites on both sides of the Taiwan Strait, granting
the Company an excellent geographical advantage.

2) Disadvantage factors and response measures

A.Rapid change of market demand and shortened delivery required by
customers

RCSpOIlSC measures:

(D Full control of customer demand and weekly production-sales
coordination for adjustment of production capacity to meet the
customer’s delivery requirement.

@ Process improvement to enhance quality and yield.

B. Turbulent international situation, development of the COVID-19 epidemic,
and regional trade conflict resulted from geopolitics

RCSPOHSC measures:

(D Arrange global customer and business layout to reduce the impacts of
regional trade frictions.

@ Set up production sites in multiple regions for flexible production
schedules to reduce possible epidemic impacts.

C. For the product with small-volume and multiple diverse, the enhancement of
production efficiency can be limited

RCSPOHSC measures:

(D Automation of production management, strengthening of production-
sales coordination, and flexible production adjustment.

(@ Concentrated production in batches to increase the delivery rate to meet
customer needs.

D. Gross margin rate performance is limited by the factors of product mix,
interest rate trend, and production cost

RCSpOIlSC measures:

(D Proper price adjustment according to the market supply-demand status
to implement the market mechanism.

@ Development of cost advantage polysilicon material sources.

(® Continuous process improvement and expansion of large-scale
production lines to reduce production costs.

@ Development of niche products to enhance the added value.
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E. New competitors from Mainland China

RCSpOIlSC measures:

(D Continuous improvement of technology R&D and patent layout to raise
the technology barrier.

@ Continuous enhancement of quality and yield to secure market position.

(3 Maintaining cooperation with major international manufacturers to
improve the technology.

@ Development of new generation power semiconductor materials (SiC,
GaN)

2. Important applications and production processes of the main product

(1) Important applications of the main product

Product Name Important Applications

Silicon wafer is the most important raw material for semiconductor industry.
Through proper design and processing (such as diffusion, etching, and
developing), it can be made into various electronic devices, including various|
memories, analog IC, power devices, and MEMS devices. These electronic
devices are widely used in daily life, such as microprocessor, power
imanagement IC, LED Driver IC, CCD, and CIS.

Semiconductor
grade silicon wafer
and silicon ingot

(2) Production process
Semiconductor product
Crystal Growth can create the most important raw material for the semiconductor
industry. Through proper design and processing such as slicing, chamfering, grinding,
etching, polishing, cleaning, inspection, packing and shipping.

3. Supply status of main raw materials

Main raw material Supplier Supply status
Polysilicon World renowned maker Good
Grinding powder and slurry World renowned maker Good
Crucible World renowned maker Good

4. Names of customers with more than 10% of total purchase (sales) in either of the last
two years, the percentage of these purchases (sales) amounts, and the reasons for
changes in them

(1) The information of major suppliers accounting for more than 10% of total
procurement in either of the last two years

Unit: NTD thousand

2021 2022 As of Q1 of 2023
Percentzlige tto Relation Pe{:rcen(t'ilge tto Relation Percentage ?f Tletf Relation &
Item Name Amount | 2PN 1o Wafer Name Amount | 2Pnuaine to Wafer Name Amount | Procurementas o cation to
procurement procurement Q1 of the current | Wafer Works
Works Works
(%) (%) year (%)
1 A 473,989 13.46%| None A 278,135 6.95% None A 29,794 3.75% None
2 Other 3,046,486 86.54%| None Other 3,724,528 93.05%| None Other 764,298 96.25%) None
Net purchase| 3,520,475 100.00% — Net purchase | 4,022,663 100.00% — Net purchase| 794,092 100.00% —

The change of the major supplier A is mainly because the market situation is still in
the consolidation period and the inventory is being digested. The change is
reasonable.
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(2) The information of major customers accounting for more than 10% of total sales in
either of the last two years

Unit: NTD thousand

2021 2022 As of Q1 of 2023
Percentage to . Percentage to . Percentage to .
fem Name Amount annual net Relation to Name Amount annual net Relation to Name Amount annual net Relation to
Wafer Works Wafer Works Wafer Works
sales (%) sales (%) sales (%)
1 B 1,106,825 10.70 None B 1,925,335 15.19 None B 369,714 13.68 None
2 Other 9,234,451 89.30) None Other 10,752,096} 84.81 None Other 2,335,373 86.32) None
Net sales| 10,341,276 100.00] — Net sales| 12,677,431 100.00] — Net sales| 2,705,087 100.00] —
5. Production volume and value in the last two years
Unit: NTD thousand; 1,000 pieces
N 2021 2022
[Production volume and amount . . . .
Capacity | Quantity Amount | Capacity | Quantity Amount
Main products
Semiconductor products 14,941 14,081 7,300,394 17,300 14,516 7,637,040
Other ] ] _ _ ; _
Total - - 7,300,394 . - 7,637,040

III.

Note 1: The production capacity refers to the total production volume under normal operation based on existing production
equipment after evaluation of all factors such as necessary operation suspension and holidays.
Note 2: If the production of each product is substitutable, the production capacity may be calculated on a consolidated basis

with an explanation in the attachment.
Note 3: The production capacity and production volume of semiconductor products are equivalent production units of 6-

inch products.

The production amount and production capacities of the Company and subsidiaries have
been showing a growing trend mainly due to the factors of production process
optimization and skilled personnel operation.

6. Sales volumes and value over the recent most two years
Unit: NTD thousand, 1,000 pieces
Year 2021 2022
Sales volume and amount Domestic Export Domestic Export

W Quantity | Amount |Quantity| Amount |Quantity| Amount | Quantity | Amount
Semiconductor products 7,080 4,685,951 7,987 5,653,464 4,892 3,743,024 9,670] 8,901,294
Other — 1,861 — — — 9,931 — 23,182
Total —| 4,687,812 —| 5,653,464 —| 3,752,955 —| 8,924,476

Note 1: The sales volume of semiconductor products is equivalent to the sales volume of 6-inch products.

Note 2: Other types of products include backing material and solar energy materials.

The changes in the product-specific sales volumes and values of the Company and
subsidiaries resulted from the changes in market demand. The increase in sales volume
in recent years is mainly due to proper domestic and international marketing strategies.

Information of employees in the last two years and as of the date of publication of the

annual report

Year 2021 2022 April 30, 2023
Managers 572 673 658
Number of R&D technicians 533 488 501
employees Operators 1,102 1,101 1,042
Total 2,207 2,262 2,201
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IV.

Year 2021 2022 April 30, 2023
Average age 36.4 36.4 37.4
Average years of service 4.4 4.7 5.2
PhD 0.3 0.5 0.3
o Master's 5.6 8.8 5.6
Eéﬂéﬁf;:’?o/:’)f Bachelor's 514 534 542
Senior high school 24.2 28.7 28.7
Below senior high school 18.5 8.6 11.2

Information of environmental protection expenditures

1.

Losses (including compensation and the violation of environmental protection laws and
regulations indicated in the environmental protection audit) suffered by the Company
due to environmental pollution in the recent year and up to the date of publication of the
annual report, the total amount of penalty fine, and the future response measures
(including improvement measures) and possible expenditures (including the possible
loss due to failure in taking responsive measure, the estimated amount of penalty fine
and compensation. If it cannot be reasonably estimated, the fact of failure in reasonable
estimation shall be explained): in 2022 the Company did not suffer any loss due to
environmental pollution or the violation of environmental protection laws and
regulations indicated in the audit.

Environmental management and occupational safety and health
(1) Environmental management

The company emphasizes various pollution prevention and control works. In
order to reduce the environmental impact, the Company has invested a huge amount
of budget in pollution prevention and control facilities, dedicated personnel and
acquisition of relevant licenses so that they can be in charge of various pollution
prevention and control facilities. The company will continue to be certified by the
ISO-14001 environmental management system every year to make the Company
more systematic and sustainable in management and improvement.

1) Based on fulfillment of the responsibility of sustainable environmental
protection, the Company conducts [ISO14064 greenhouse gas check every year,
including a series of activities of scoping, identification of emission sources,
quality management of activity data, inventory of emissions, and internal audit.
The verification is completed through the third-party verification institution, and
the registration on the greenhouse gas registration platform EPA is completed
every year.

2) Supports by the management level, the Company continues to set annual
environmental protection targets of carbon reduction, water saving, and emission
reduction to constantly move towards the visions of environmental protection,
continuous improvement, and sustainable operation.

(2) Occupational safety and health

Through the ISO45001 occupational safety and health management system, the
Company has further strengthened workplace safety mechanisms and established
good communication channels, enhancing the interactions among employees and
stakeholders. The specific implementation measures as shown below:
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1)

2)

3)

4)

5)

6)

7

8)

General safety and health training and hazardous substances general educational
training will be implemented in advance for new employees and employees of
job transfer.

Personal safety protection equipment shall be prepared according to the
characteristics of the operation site, and the wearing of such equipment shall be
mandatory for employees. And there shall be an enhanced audit on this
requirement.

Enhancement of emergency response educational training and drills and
continuous improvement and implementation of emergency response drills,
including quick response to accidents, disaster recovery, and the emergency
response procedures for potential disaster.

Implementation of management, safety and health educational training,
construction application, application for dangerous operation, and provide hazard
notice before the operation for contractors with irregular construction audits in
order to ensure the operation safety.

The operation environment test will be implemented once every six months, and
the result must be in compliance with laws and regulations to ensure the health
of employees.

Annual occupational disaster prevention plan shall be formulated along with the
detailed implementation plan, and it shall be surely implemented according to
the schedule and content of the such plan. And there shall be an audit system to
figure out the implementation deficiency for plan modification.

The automatic inspection shall be implemented to discover potential hazards and
to carry out improvements.

The environment, safety and health risks of new chemical substances shall be
evaluated before use, and it must be ensured that these risks are under effective
control through construction protection, personal protective gear, and safe
operation educational training.

(3) Track record of environment, safety and health management system certification

ISO 14001 UL
ISO 45001 UL
ISO 50001 SGS

CERTIFICATE & CERTIFICATE &%




Waste management

The Company adheres to the recycling model of a circular economy. For the purpose of
reduction of waste management sources and circular economy, the Company conducted
BS8001 circular economy certification in 2021 and achieved the business model maturity:
optimization (Certification institute: SGS). The Company will continue to dedicate the
effort to waste reduction and recycling.

Wafer Works already has complete waste disposal and recycling mechanism in place.
General wastes are moved by qualified garbage collectors to the incinerators designated
by the government. The industrial wastes are classified and collected before being
handed over to local qualified waste disposal service providers. The waste disposal
methods of Wafer Works can be divided into resource waste, general industrial waste,
resource waste is to be incinerated, and general industrial waste to be recycled. The
generation of various wastes in 2021-2022 is as shown in the table below:

Year Total gen.eration of Total genf:ration of
wastes in 2021 wastes in 2022
Type Weight (ton/year) Weight (ton/year)
Resource waste 160.86 156.99
General 1I}dustr1al waste 192.82 271.26
(Incinerated)
General industrial waste 3.162.234 3.020.97
(Recycled)
Hazardous industrial waste 52.49 63.13

Total 3,568.40 3,512.35

In 2022, hazardous industrial wastes(chemical empty barrel) were disposed based on the
cooperation with waste disposal service providers through the recycling and reclamation
procedure of cleaning— neutralization— testing— qualification— shattering —
plastics before getting approval of individual case of recycling by competent authority;
as shown in the figure below, the recycled and reused wastes of Wafer Works account
for 86% of all general industrial wastes.

2022Q1-Q4 Recycle

4%

Incinerated
10%

waste recycled
86%

= Recycle = Incinerated waste recycled =
Green energy construction equipment

The Company’s construction of solar energy equipment has been split into two phases.

Procurement is currently underway for the first phase, and the estimated total capacity

of units purchased during this phase is 482.825 kWh, with installation expected to be
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completed by the end of 2023. This will make it possible to achieve sustainable,
environmentally-friendly operations via green energy.

5. Disclosure of relevant information under the structure of Task Force on Climate-related
Financial Disclosures (TCFD)

TCFD relevant information has been assessed for short, mid, and long-term risks and
opportunities, and the report has been prepared. The verification is expected to be
completed in December 2023 via a third-party verification agency.

V.  Labor-management relationship

1. Various welfare measures, further education, training, and retirement system for
employees and the implementation status, labor-management agreements, and various
employee rights and interests protection measures of the Company:

(1) Complete and diversified welfare system

Adhering to the belief that employees are important assets, Wafer Works has
planned complete and diversified welfare to attract and retain outstanding
talents.

1) Flexible working hours

2) Extra annual leave for new employee
3) Stock award for employee

4) Festival bonus

5) Cash remuneration for employees (employee bonus)
6) Retaintion program

7) Gift voucher

8) Employee medical office

9) Meal allowance

10) Comprehensive well-being

11) Year-end party

12) Group insurance (life insurance, injury insurance, accident insurance,
medical insurance, hospitalization, cancer insurance, and occupational
disaster); dependents' preferential insurance plan at own choice

13) Employee entertainment facilities
14) Employee Stock Ownership Trust
(2) Advanced study and training

The Company highly values talent training and regards talents as important assets of
the Company. In order to enable employees at all levels to fully understand the
content and professional knowledge of the tasks undertaken and to continue
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absorbing new knowledge, enriching skills, improving work performance and
quality, and then increasing productivity capacity and strengthening the ability to
prevent occupational disasters, the company has established training management
measures and language proficiency training to enhance the competitiveness. The
training expenses in 2022 totaled NT$750,000 proximately.

The training types are divided into:
Newcomer training

Core technology

Professional capabilities of divisions
Certification/multi-skilled worker
Quality and efficiency

Leadership and management
General knowledge

Qammouawy

The 2022 training results are:

Name of course Ng(r)?ll;:;s()f Total participants | Total hours (E?lf]a)l ;T (E)lfsnasr?;)
Newcomer training 25 3,272 5,265.5
Core technology 13 2,061 1,935
Profession'all c'apabilities of 99 1,096 2374
divisions
Certification/multiple skills 49 432 1,380 750
Quality and efficiency 27 4,126 2,945.5
Leadership and management 9 260 597.5
Core general knowledge 17 4,826 3,926
Total 239 16,073 18,424

(3) Retirement system

The Company has reserved the pension fund to the designated account of Bank
of Taiwan according to the Labor Standards Act, and set up Labor Pension Reserve
Supervisory Committee in 1999 based on the approval by Letter 88-Fu-lao-tung-tzu-
ti-055925 of Taoyuan County Government every month since 1999 to be used for
employee retirement matters; starting from July 1, 2005, the Company allocated 6%
of monthly salary to individual account for every employee at Bureau of Labor
Insurance according to the Regulations of New Labor Pension System. The
retirement policies for employees of foreign subsidiaries shall be subject to local
laws and regulations.

(4) Labor-management agreement and various measures for employees’ rights and
interests

Since the founding of the Company, the labor-management relationship has
always been harmonious, and the rights and interests and obligations of both parties
have been subject to the Company’s work rules and the implementation of
management rules by regular labor relationship meetings. The labor relationship
meeting has been convened every quarter to ensure the rights and interests of
employees. A total of 5 labor-management meetings were convened in 2022 for
discussion of major labor issues and the election for annual model labor, and a total
of 15 model labors were elected in 2022.

Regardless no union is formed in the Company, the labor and management
representatives have been actively participating, discussing, and negotiating
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adjustment of overall labor conditions, system advocacy, and mutual benefits of
labor and management of the company, so there has not been any labor dispute.
However, if there is any major operational change that could affect employees, a
prior notice will be issued to all employees in accordance with the Labor Standards
Act.

The losses suffered from labor disputes in 2022 and up to the date of publication of the
annual report (including the violation of the Labor Standards Act during labor inspection,
where the date and memo number of punishment, violation by clause of law or regulation
and its content, and reasons for punishment), and the disclosure of current and future
possible estimated amount and corrective actions. If it cannot be reasonably estimated,
the facts to address the issues shall be explained:

The company has established a complete management system with open-
communication channels so that the labor relationship has been harmonious and no
major labor disputes occurred.

Employee Code of Conduct

(1) The Company has formulated “RBA code of Ethics and Management Rules” to serve
as the criteria for the code of conduct for all employees in Wafer Works. The
Company is committed to assure company governance with high ethical standards,
engage in business activities in accordance with the principles of fairness, honesty,
trustworthiness and transparency, enhance the behavioral competence of all
employees, regulating employees’ professional capabilities and moral judgment
during a business performance in order to maintain the Company’s assets, rights and
interests, and image; it is also required that employees are obliged to create
maximum benefits for the Company within the legal scope, and also responsible for
damage or loss. They shall jointly maintain the Company’s reputation in order to win
over the respect and trust of customers, suppliers, and industry in order to ensure the
Company’s sustainable operation and development. The main content of this
regulation includes:

1) Principle of integrity: faithfully performing the tasks assigned by the Company
with integrity as the highest ethical standard.

2) Respect for individuals and customers: respect and strictly protect individual and
customers’ privacy, and fair treatment for customers.

3) Avoidance of conflicts of interests: details of the involvement of activities with
potential conflicts of the Company’s interest shall be disclosed to Chairman and
President for approval and reported to the Audit Office in advance.

4) Gifts and business entertainment: all employees and their families are not
allowed to accept gifts (except for weddings and funerals) or kickbacks or other
unlawful interests from customers and suppliers.

5) Facilitating payment: the Company cannot offer or promise any facilitation
payment.

87



6) Complete, adequate, accurate and timely disclosure of understandable
information.

7) Reporting, Protection and be waived: Any violation of government laws and
regulations, code of ethics or fraud should be reported to the appropriate person
by name and email.

8) Corporate social responsibility: the Company shall fulfill the corporate social
responsibility and protect the rights and interests of employees.

(2) In addition to officially announcement by the ISO document system of the Group,
RBA code of Ethics and Management Rules will also be actively advocated to all
employees to assure that they will all comply with these codes by clearly
understandings of the code of conduct.

(3) In addition to let employees aware of and comply with this regulation, any behavior
worthy of encouragement or punishment shall be subject to the Company’s reward
and punishment management measures.

Human rights policy

For the purposes of fulfilling corporate social responsibility, protecting basic human
rights of the entire staff, customers, and stakeholders, and being in compliance with the
principles promulgated in the international human rights conventions such as “United
Nations Universal Declaration of Human Rights”, “United Nations Guiding Principles on
Business and Human Right”, “United Nations Global Compact”, “United Nations
International Labour Organization”, and “Code of Conduct of Responsible Business
Alliance”, and respecting internationally recognized basic human rights (including
freedom of association, caring for disadvantaged groups, banning child labor, eliminating
all forms of forced labor, and eliminating employment discrimination), the Company has
formulated the “Employee Appointment Management Measures”, complied with local
labor laws and regulations, and implemented relevant training courses for all employees
in order to enhance their awareness of human rights.

The Company proposed the “RBA Human Resource Policy” with respect to “Human
Rights” of “Inclusive Workplace”. Under the core value of “Commitment”, the Company
regards employees as the most important assets and the Company provides meaningful
work, safety and health workplace with superior salaries and welfare; meanwhile, the
Company organizes regular “Sexual Harassment and Bullying Prevention” courses. In
the future, the Company will further implement the Company’s “Human Rights Policy”
in accordance with the aforementioned international human rights standards.

(1) Compliance with domestic labor laws and regulations, international human rights
and labor standards, and RBA code of conduct to protect the rights and interests
of employees.

(2) Ban the use of child labor and establish protective measures against misuse of
child labor.

(3) Meet the regulations on working hours and wages: provide wages and welfare,
which meet the laws and regulations while sticking to the working hour
management standards. All overtime work must be voluntary.

(4) Provide employees with a safe, healthy, and comfortable workplace to promote
healthy physical and mental development.
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(5) No forced labor. All laborers retain the right to resign or terminate their labor
contracts at any time. They must be treated humanely, instead of being punished
harshly.

(6) There must not be any discrimination or harassment based on to race, color, class,
language, ideology, religion, party affiliation, group background, veteran status,
place of origin, place of birth, gender, sexual orientation, gender identity and
expression, age, marriage, appearance, facial features, pregnancy, disability
status, or protected genetic information...etc.

(7) Respect for employees’ rights of collective bargaining, freedom of association,
and participation in various peaceful assemblies.

(8) Provide professional knowledge and skills required by all job positions in order to
strengthen organizational competitiveness and to improve career development.

VI. Cyber security management

1. Information security management structure, security policy, implementation and
resource planning.

(1) Information security risk management structure

Established the Information Security Committee chaired by President. The
committee members including top supervisors of all divisions periodically review
and improve the information security protection to carry out internal audit and
external assessment, and report to the Audit Committee and the Board of Directors.

(2) Information security policy

Information Security Policy has published in accordance with the regulation of the
Information Security Management System (ISMS). The Information Technology
Division is in charge of the risk assessment and protection enhancement, work with
relevant divisions for security required issues, organize training courses and
broadcast information security policy on computer login screen to improve
employees’ awareness of information security.

(3) Implementation

1) Information security policy is continuously improving, especially emergency
reporting and handling procedures.

2) Implemented information security protection technology and control
mechanisms, including:

A. Periodic information assets inventory and information security vulnerability
risk assessment.

B. Use the next generation firewall to strengthen the access control and to
prevent viruses from spreading across internal and external networks and
across factories and regions.

C. Strengthen the update of anti-virus software and computer virus scan
mechanism.

D. Implemented Data Loss Prevention tools to manage and control classified
documents and data security.
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E. Implemented Mailgates BEC (Business Email Compromise) tools to prevent
malicious attack from email social engineering and phishing website.

F. Established operation technology security mechanism to prevent the
malicious virus attack from incoming or repairing equipment by vendor
certificate contract and virus scan procedure.

G. Established critical system backup and dual-backup control mechanisms to
reduce the risk and threat of operation interruption.

3) Assurance of confidentiality, integrity and availability of the core business and
important information assets including trade secrets, customers’ confidential
information, supplier contract terms, and personal information of employees
and shareholders.

4) Utilize the PDCA method to continuously review and enhance information
security protection effectiveness, and reporting to the Information Security
Committee.

P (Plan): formulate information security risk assessment and improvement plan.

D (Do): strengthen defense technology, including network, system, account
permission, email, confidential and personal information, and data
center access control and physical security.

C (Check): conduct various drills of attack simulations to test employees’
information security alertness, and to monitor, assess, and inspect
information security weakness for improvement.

A (Action): advocate information security, report and handle violations of
information security, implement various improvement action
plans, and evaluate continuous improvement.

Resources planning

(1) Preparation of information security special budget plan of dedicated information
security manpower, professional skill training, assessment of purchase of
innovative technical tools, information security consulting, health examination
and risk assessment, and enhancement of information security protective
capability.

(2) Plan for acquiring ISO/IEC 27001 international information security
management system certification, and establish a complete Information Security
Management System (ISMS) in accordance with “Information and

Communication Security Control Guidelines for Publicly Listed Company” and
“SEMI Wafer Equipment Information Security Standard”.

(3) Join the membership of the Taiwan Computer Emergency Response
Team/Coordination Center (TWCERT/CC) and Science Park - Information
Sharing and Analysis Center (SP-ISAC) for effectively reception and
transmission of information security information, consultation and coordination
of information security, and enhancement of resources supporting the crisis
management of abnormal event.

The losses, possible impacts, and responsive measures resulting from major
information and communication security events in the most recent year and up to the
date of publication of the annual report shall be specified. If they cannot be reasonably
estimated, the fact that it cannot be reasonably estimated shall be explained.
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There has not been any major information and communication security event in the
most recent year and up to the date of publication of the annual report. However, the
Company still prepare proper budget to strengthen information security technology and
to enhance protective capability in order to reduce the risk of attack by malicious
software.

VII. Important agreements: supply and sales contracts, technical cooperation contracts,
construction contracts, long-term loan contracts, and other important contracts which could
affect shareholders’ rights and interests that are valid up to the date of publication of the annual
report and will expire in the most recent years.

Nature of contract Litigant Commencing and expired dates Main contents Restriction
Supplier contract E 2022.07.01-2025.06.30 On-site gas supply None
Sales contract D 2018.01.01-2023.12.31 Product sales None
Long-term loan | Land Bank of | >, 15 55 5027.12.26 Joint bank credit granting (Note)
contract Taiwan

Note: (1) The Company signed the joint credit extension contract with Land Bank of Taiwan and 9 other banks on
December 26, 2022 to acquire the loan commitment of NTD3,360,000 thousand; according to the contract,
the Company shall maintain a specific current ratio, debt ratio, interest coverage ratio and a certain amount
of net worth in the annual consolidated financial statement during the loan period.

(2) The use periods of various credits of such credit extension: the credit extension A starts from the date of
signing of credit extension contract and ends three months later, and the credit extension B is valid 5 years
from the date of first use.
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years

VI. Financial Status
L Condensed balance sheets and statements of comprehensive income for the most recent five

1. Condensed balance sheet —Consolidated (Based on IFRSs)

Unit: NTD thousand

Year Financial information for the most recent five years Financial
information

Item 2018 2019 2020 2021 2022 of March

31,2023
Current assets 9,114,948 9,575,144 8,474,544 11,746,265 11,659,929| 11,116,167
Property, plant and equipment 8,345,116 10,066,137 13,184,391] 13,402,062 15,310,321| 15,392,192
Intangible assets 6,689 25,078 51,542 49,357 56,389 57,946
Other assets 2,017,350 2,600,905 1,783,415 2,160,013 1,741,804 1,935,133
Total assets 19,484,103 22,267,264 23,493,892 27,357,697 28,768,443| 28,501,438
Current Before distribution 3,207,686] 3,991,229  4,794,576| 4,943,226 4,913,482 3,970,747
liabilities After distribution 4,484,932 4,910,846, 5,356,564 5,673,487 (Note 1) (Note 1)
Non-current liabilities 3,438,563] 5,298,085 5,645,808 5,733,269 5,138,717 5,378,518
Total Before distribution 6,646,249  9,289,314] 10,440,384 10,676,495 10,052,199 9,349,265
liabilities After distribution 7,923,495 10,208,931] 11,002,372] 11,406,756 (Note 1)  (Note 1)
Equity attributable to stockholders | g 396 675l 9 281 016 9,085451] 11,460,030 12,898,953 13,190,343

of the parent

Share capital 5,108,984 5,108,984 5,108,984  5,409,336] 5,409,336 5,409,336
Capital surplus 2,541,916] 2,641,147 2,641,147 4,147,189 4,074,419 4,074,419
Retained Before distribution 2,174,242] 2,124,465  1,719,213]  2,229,962] 3,680,656 3,950,897
earnings After distribution 896,996 1,204,848 1,157,225 1,499,701 (Note 1)) (Note 1)
Other components of equity (428,317)]  (593,580)  (383,893)]  (326,457)]  (265,458) (244,309)
Treasury stock — — — — — —
Non-controlling interest 3,441,029 3,696,934 3,968,057 5,221,172  5,817,291] 5,961,830
Total Equity Before distribution | 12,837,854 12,977,950, 13,053,508 16,681,202 18,716,244 19,152,173
After distribution 11,560,608 12,058,333] 12,491,520 15,950,941 (Note 1)l (Note 1)

Data Source: Financial reports are audited or reviewed by the CPA.
Note 1: The earnings distribution for 2022 has not yet been approved by the shareholders’ meeting, therefore the

figures after distribution are not listed.
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2. Condensed income statements — Consolidated (Based on IFRSs)

Unit: NTD thousand

Year| Financial information for the most recent five years Financial
[tem ) )
information
2018 2019 2020 2021 2022 of March 31,
2023

Operating revenues 9,205,258 7,676,573 7,421,529 10,341,276 12,677,431 2,705,087
Gross profit 3,415,471 2,662,347 2,013,886 3,618,280 5,166,815 989,516
Operating income 2,239,147, 1,304,994 734,327, 1,989,504 3,333,754 521,001
Non-operating incomes and 137,313 244,767 197,224 (120,592) 372,628 (29,748)
expenses
Income before income tax 2,376,460 1,549,761 931,551 1,868,912 3,706,382 491,253
fncome from continued 2274235 1316154 690966 1541477 3.003291 373638
operations
Gain (Loss) from discontinued . . . . . .
operations
Net income 2,274,235 1,316,154 690,966 1,541,477] 3,003,291 373,638
8;2‘3 comprehensive income 278832 (317,702 267,237 58,5200 165916 49,225
Total comprehensive income 1,995,403 998,452 958,203 1,599,997 3,169,207, 422,863
et income attributable to 1,908,851 12322011 518718 1050572 2164939 270241
stockholders of the parent
et income attributable to non- 365,384 83953 172248 490905 838352 103,397
controlling interests
Total comprehensive income
attributable to stockholders of the 1,710,553 1,062,206 724,052 1,130,173 2,241,954 291,390
parent
[Total comprehensive income
attributable to non-controlling 284,850 (63,754) 234,151 469,824 927,253 131,473
interests
Earnings Per Share (in NTD) 3.80) 2.41 1.02] 2.02 4.00 0.50]

Data Source: Financial reports audited and attested or reviewed by CPA.
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3. Condensed balance sheet —parent company only (Based on IFRSs)

Unit: NTD thousand

Year Financial information for the most recent five years . Financigl
information
llem 2018 2019 2020 2021 2022 | hgagzcg 3L,
Current assets 5,814,924 5,458,871 4,607,758 6,779,543 6,540,241
Property, plant and equipment 3,920,719 3,812,595 3,845,943 3,885,107 5,082,672
Intangible assets 352 6,393 6,667 6,098 10,956
Other assets 4,446,160 4,251,760 4,501,721 5,404,431 6,028,627
Total assets 14,182,155 13,529,619 12,962,089 16,075,179 17,662,496
Current IBefore distribution 2,341,460, 2,129,682 1,609,889 1,915,048 2,772,862,
liabilities After distribution 3,618,706 3,049,299 2,171,877 2,645,309 (Note 1)
Non-current liabilities 2,443,870 2,118,921 2,266,749 2,700,101 1,990,681
IBefore distribution 4,785,330 4,248,603 3,876,638 4,615,149 4,763,543

Total liabilities - e ribution 6,062,576 5,168,220 4,438,626 5,345,410 (Note 1)
Equity attributable to stockholders of 9,396,825 9,281,016 9,085,451 11,460,030 12,898,953
the parent Not
Share capital 5,108,984 5,108,984 5,108,984 5,409,336 5,409,336| applicable
Capital surplus 2,541,916] 2,641,147 2,641,147 4,147,189 4,074,419
IRetained Before distribution 2,174,242 2,124,465 1,719,213 2,229,962 3,680,656,
earnings After distribution 896,996 1,204,848 1,157,225 1,499,701 (Note 1)
Other components of equity (428,317) (593,580) (383,893)[ (326,457) (265,458)
Treasury stock — — — — —
Non-controlling interest — — — — —

) Before distribution 9,396,825 9,281,016 9,085,451 11,460,030 12,898,953
Total Equity  F o fistribution 8,119,579 8,361,399  8,523.463| 10,729,769 (Note 1)

Data Source: Financial reports are audited by the CPA.
Note 1: The earnings distribution for 2022 has not yet been approved by the shareholders’ meeting, therefore the

figures after distribution are not listed.
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4. Condensed income statements — parent company only (Based on IFRSs)

Unit: NTD thousand
Year Financial information for the most recent five years Financial
information of]
[tem 2018 2019 2020 2021 2022 March 31,
2023
Operating revenues 7,597,267 6,820,930 5,135,703 5,910,694 6,614,737
Gross profit (Note 1) 2,185,143 1,975,672 987,801 1,405,960, 2,438,237
Operating income 1,731,063 1,517,153 479,119 762,999 1,644,953
Non-operating incomes and 203,681 (150,477) 138,398 441,573 1,035,667
expenses
Income before income tax 1,934,744 1,366,676 617,517, 1,204,572 2,680,620,
fncome from continued 1908851 1232201 518718 1050572 2,164,939
operations
Gain (Loss) from discontinued . . . . .
operations
Net income 1,908,851 1,232,201] 518,718 1,050,572 2,164,939
83;:; comprehensive income (198,298)  (169,995) 205,334 79,601 77015 Not
Total comprehensive income 1,710,553 1,062,206, 724,052 1,130,173 2,241,954 applicable
et income attributable to 1,908,851 1,232,201 518718 1,050,572 2,164,939
stockholders of the parent
Net income attributable to non- . . . . .
controlling interests
Total comprehensive income
(loss) attributable to 1,710,553 1,062,206 724,052, 1,130,173 2,241,954
stockholders of the parent
Total comprehensive income
(loss) attributable to non- - - - - -
controlling interests
[Earnings Per Share (in NTD) 3.80 2.41 1.02) 2.02 4.00

Data Source: Financial reports are audited by the CPA.
Note 1: Gross profit is including realized (unrealized) gross profit(loss) from sales.
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5.

Names and opinions of external auditors in the most recent five years

Year Accounting Firm Names of CPAs Audit opinions
. . . |[Unqualified opinion-adopting the
2018 Ernst & Young Ii/s[laa(;)__gimﬁ’o];o’ audit reports of other CPAs with
’ & distinguished responsibilities
. . . |[Unqualified opinion-adopting the
2019 Ernst & Young };/S[fs__gihlﬁ’o]ao, audit reports of other CPAs with
’ & distinguished responsibilities
A . |[Unqualified opinion-adopting the
2020 Ernst & Young Ii/sllaa:))_gihlll_ll’o];o’ audit reports of other CPAs with
’ & distinguished responsibilities
. . |Unqualified opinion-adopting the
2021 Ernst & Young Cﬁ;{r?o__; ;;OHEI;‘; audit reports of other CPAs with
& ’ £ distinguished responsibilities
. . _ |Unqualified opinion-adopting the
2022 Ernst & Young Ching-Piao, Cheng; audit reports of other CPAs with

Chih-Ming, Chang

distinguished responsibilities
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II.  Financial analysis for the most recent five fiscal years
1. Consolidated Financial Analysis-Based on IFRSs

Year As of
Financial analysis for the most recent five years (Note 1)| March 31,
2023
Analytical items (note 2) 2018 2019 2020 2021 2022
. . Debt Ratio (%) 34.11 41.72 44.44 39.03 34.94 32.80
Financial Rafo of L " T
Struct atio of Long-term Capital to
ructure Property, Plant and Equipment (%) 195.04| 181.56 141.83 167.25 155.81 159.37
Current Ratio (%) 284.16|  239.90 176.75 237.62 237.30 279.95
Solvency  |Quick Ratio (%) 212.02| 180.64 123.60 182.78 167.54 192.34
Times Interest Earned (Times) 21.93 13.27 5.95 11.45 15.20 8.89
A.ccounts receivable turnover 457 384 3.99 4.44 438 462
(times)
Average Collection Days 80 95 91 82 75 79
Operating ~ |Inventory Turnover (times) 3.27 2.44 2.44 2.54 248 1.99
Performance |Accounts payable turnover (times) 7.42 6.70 9.30 11.02 10.17 9.58
Average Days of Sale 112 150 150 144 147 183
Property, Plant and Equipment 1260 083 064 078 0.8 0.70
Turnover (times)
Total Asset Turnover (times) 0.52 0.37 0.32 0.41 0.45 0.38
Return on Total Assets (%) 13.33 6.79 3.68 6.63 11.45 5.91
Return on Equity (%) 20.06 10.20 5.31 10.37 16.97 7.89
Profitability |1"¢;t2X Income to Paid-in Capital 4652 3033|1823 3455|6852 3633
Ratio (%)
Profit Ratio (%) 24.71 17.15 9.31 14.91 23.69 13.81
Earnings per share (in NTD) 3.80 241 1.02 2.02 4.00 0.50
Cash Flow Ratio (%) 78.60 56.38 35.57 54.26 107.46 61.93
Cash Flow |Cash Flow Adequacy Ratio (%) 107.47 76.74 62.86 62.41 69.98 72.97
Cash Reinvestment Ratio (%) 9.16 3.51 2.70 6.31 12.46 6.55
Operating Leverage 1.46 1.79 2.56 1.68 1.48 1.78
Leverage - -
Financial Leverage 1.05 1.11 1.34 1.10 1.08 1.14

Comments of financial ratio difference exceeding 20% for the last two years:

The changes in various financial ratios of more than 20% in the last two years as explained below:
1. Times Interest Earned (times): the increase was mainly due to the semiconductor industry experienced a phenomenal up|
cycle in 2022, led to the increase in revenue and operating gross profit, and the increase in net profit before tax compared|

with 2021.

2. Increase in Increase in profitability related ratios: the increase was mainly due to increase in operating gross profit and
operating profit due to the semiconductor industry experienced a phenomenal up cycle in 2022, and the increase in pre-
tax and after-tax net profit, resulting in increase in various profitability indicators.

3. Cash flow ratio and Cash reinvestment ratio: because of the revenue growth in 2022, resulting in the relative pre-tax profif
increased. And the amount of net cash inflow from operation increased, resulting in a increase in the cash flow ratio and
cash flow reinvestment ratio.

Note 1: Financial information audited and attested or reviewed by CPA
Note 2: The calculation formulas of the analysis items are as below.
1. Financial Structure:

(1) Debt Ratio = Total Liabilities / Total Assets

(2) Ratio of Long-term Capital to Property, Plant and Equipment = (Total Equity + Non-Current Liabilities) /
Net of Property, Plant and Equipment

2. Solvency:

(1) Current Ratio = Current Assets / Current Liabilities

(2) Quick Ratio = (Current Assets — Inventories — Prepaid Expenses) / Current Liabilities

97



(3) Times Interest Earned = Income Before Income Tax and Interest Expenses / Current Interest Expenses
3. Operating performance:

(1) Accounts Receivables (including accounts receivable and operating notes receivable) Turnover (times) =
Net Sales / Average Accounts Receivables each period (included accounts receivable and operating notes
receivable)

(2) Average Collection Days for Receivables = 365 / Account payable turnover (times)
(3) Inventory Turnover (times) = Cost of Sale/ Average Inventory

(4) Accounts Payable (included accounts payable and operating notes receivable) Turnover (times) = Cost of
goods sold/ Average Accounts Payable for each period (included accounts payable and operating notes
payable)

(5) Average Days of Sales = 365 / Inventory Turnover (times)
(6) Property, Plant and Equipment Turnover Rate = Net Sales / Net Average of Property, Plant and Equipment
(7) Total Asset Turnover (times) = Net Sales / Average of Total Assets

4. Profitability:

(1) Return on Total Assets = [Net Income after tax + Interest Expenses x (1 — Tax Rate)] / Average Total
Assets

(2) Return on Equity = Net Income after tax / Average Total Equity
(3) Net margin = Net Income after tax / Net Sales

(4) Earnings per Share = (Net Income Attributable to Owners —Preferred Shares Dividends) / Weighted
Average Outstanding Shares

5. Cash Flow:
(1) Cash Flow Ratio = Net Cash Flow from Operating Activities / Current Liabilities

(2) Cash Flow Adequacy Ratio = Net Cash Flow from Operating Activities for the Recent Five Years / for
Recent Five Years (Capital Expenditures + Increase in Inventory + Cash Dividend)

(3) Cash Flow Reinvestment Ratio = (Net Cash Flow from Operating Activities — Cash Dividend) / (Gross
Property, Plant and Equipment + Long-term Investment + Other Non-current Assets + Working Capital)

6. Leverage:
(1) Operating Leverage = (Net Sales— Variable Operating Costs and Expenses) / Operating Income

(2) Financial Leverage = Operating Income / (Operating Income — Interest Expenses)
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2. Parent only financial analysis-Based on IFRS

Year |Financial analysis for the most recent five years (Note 1)
Analytical items (note 2) 2018 2019 2020 2021 2022
. . . |Debt Ratio (%) 33.74 31.40 2991 28.71 26.97
el SF Long-term Capital to Property, Plant
Structure [Ratto of Long-term Eapital to Froperty, Plan 302000 299.011 29517 36447 292.95
and Equipment (%)
Current Ratio (%) 248.35(  256.32 286.22  354.01] 235.87
Solvency |Quick Ratio (%) 198.58 187.40, 200.28|  280.23] 166.86
Times Interest Earned (times) 37.20 23.46 16.60 34.51 51.22
Accounts receivable turnover (times) 4.71 4.18 3.90 4.26 4.77
IAverage Collection Days for Receivables 77 87 94 86, 77
. |[Inventory Turnover (times) 5.69 4.15 3.36 3.27 2.58
Operating ;
Performanceiccount payable turnover (times) 4.89 4.67 6.55 9.12 8.83
IAverage Days of Sale 64 88 109, 112 141
P?operty, Plant and Equipment Turnover 1.99 176 134 1.53 1.48
(times)
Total Asset Turnover (times) 0.58 0.49 0.39 0.41 0.39
Return on Total Assets (%) 15.01 9.24 4.16 7.43 13.09
Return on Equity (%) 23.74 13.19 5.65 10.23 17.78
Profitability [Pre-tax Income to Paid-in Capital Ratio (%) 37.87 26.75 12.09, 22.27 49.56
Net margin (%) 25.13 18.06 10.10 17.77 32.73
Earnings per share (in NTD) 3.80 2.41 1.02 2.02 4.00
Cash Flow Ratio (%) 69.92 103.94 66.24 75.32 70.05
Cash Flow |Cash Flow Adequacy Ratio (%) 187.08 138.09 126.02 118.55 95.84]
Cash Reinvestment Ratio (%) 8.04 5.18 0.79 3.36 4.32
Operating Leverage 1.30 1.40 2.16 1.79 1.33
Leverage — -
Financial Leverage 1.03 1.04 1.09 1.05 1.03

Comments of financial ratio difference exceeding 20% for the last two years:
The changes in various financial ratios of more than 20% in the last two years as explained below:
. Ratio of Long-term Capital to Property, Plant and Equipment: the company purchased equipment to support the

1

. Current ratio, quick ratio: because of the revenue growth in 2022, resulting in the relative pre-tax profit increased,|

. Times Interest Earned (Times): the increase was mainly due to the semiconductor industry experienced a

. Inventory turnover (times) and day's sales in inventory: it is mainly due to the increase in inventory in 2022,

. Increase in Increase in profitability related ratios: The increase was mainly due to increase in operating gross profif

. Cash reinvestment ratio: compared to 2021, the increased net cash inflow from business activities and working

. Operating leverage: due to the increase of operating income, resulting from the rising gross margin and well

demand in 2022, has decreased the ratio of Long-term Capital to Property, Plant and Equipment as compared to
2021.

and the current income tax liabilities also increased, has decreased the ratio of current ratio and quick ratio as
compared to 2021.

phenomenal up cycle in 2022, led to the increase in revenue and operating gross profit, and the increase in net profif
before tax compared with 2021.

resulting in lower turnover and the day's sales in inventory increased.

and operating profit due to the semiconductor industry experienced a phenomenal up cycle in 2022, and the increase
in pre-tax and after-tax net profit, resulting in increase in various profitability indicators.

capital in 2022 have resulted in an increased cash reinvestment ratio.

controlled operating expenses in 2022, has decreased the operating leverage.

Note 1: Financial information audited and attested by CPAs.
Note 2: The calculation formulas are based on the descriptions in the Note2 in 7. (1) Consolidated Financial
Analysis-Based on IFRSs.
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III.  Audit Committee’s review report of the financial report of the most recent year

Wafer Works Corporation
Audit Committee’s Review Report

The 2022 Business Report, the financial report (including individual and
consolidated financial report) certified by certified public accountants Ching-Piao,
Cheng and Chih-Ming, Chang of Ernst & Young, and the earnings distribution
proposal prepared by the Board of Directors have been audited by the Audit
Committee to be in compliance with laws and regulations and found the same have
been complied with. Thus, a report is hereby reported to the shareholders as described
above in compliance with Article 14-4 of the Securities and Exchange Act and the
Company’s relevant regulations.

This report will be effective under the approval of your excellency
to

2023 Annual shareholder meeting of Wafer Works Corporation

Audit Committee of Wafer Works Corporation

Independent Director: Feng-I, Lin ﬁ V{%L

Independent Director: Yong-Song, Tsai m“ /g“'f 7;“‘

Independent Director: De-Wai, Chou W %I/ﬂ/\/

March 15, 2023
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IV.  Recent Year's Financial Reports

English Translation of Financial Statements and a Report 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-company-only balance sheets of Wafer Works Corp. (the
“Company”) as of December 31, 2022 and 2021, and the related parent-company-only statements of
comprehensive income, changes in equity and cash flows for the years then ended, and notes to the
parent-company-only financial statements, including the summary of significant accounting policies
(together “the parent-company-only financial statements”).

In our opinion, based on the results of our audits and the reports of other auditors (please refer to the
Other Matter — Making Reference to the Audit of a Component Auditor section of our report), the
parent-company-only financial statements referred to above present fairly, in all material respects, the
parent-company-only financial position of the Company as of December 31, 2022 and 2021, and their
parent-company-only financial performance and cash flows for the years then ended, in conformity
with the requirements of the Regulations Governing the Preparation of Financial Reports by Securities
Issuers.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and the Standards on Auditing of the Republic
of China. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Parent-Company-Only Financial Statements section of our report.
We are independent of the Company in accordance with the Norm of Professional Ethics for Certified
Public Accountant of the Republic of China (the “Norm”), and we have fulfilled our other ethical
responsibilities in accordance with the Norm. Based on our audits and the reports of other auditors,
we believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of parent-company-only financial statements for the year ended December 31, 2022. These
matters were addressed in the context of our audit of the parent-company-only financial statements
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters.

Revenue Recognition

We determine that revenue recognition is one of the key audit matters. The Company’s revenue
amounting to NT$6,614,737 thousand for the year ended December 31, 2022 is a significant account
to the Company’s financial statements. The Company has conducted these sale activities in multi-
marketplace, including Taiwan, China, Asia, Europe, etc. Furthermore, the timing of fulfilling
performance obligation needs to be determined based on varieties of sale terms and conditions
enacted in the main sale contracts or sale orders. Our audit procedures therefore include, but not limit
to, evaluating the properness of accounting policy for revenue recognition, assessing and testing the
effectiveness of relevant internal controls related to revenue recognition, sampling-test of details,
including obtaining major sale orders or agreements to inspect the terms and conditions, checking the
consistency of the fulfillment timing, and performance obligation for revenue recognition with sale
agreement or orders, performing analytical review procedures on monthly sale revenues, executing
sale cut-off tests, etc. We have also evaluated the appropriateness of the related disclosure in Notes 4
and 6 to the parent-company-only financial statements.
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Provision against inventory

We determine that provision against inventory is also one of the key audit matters. The Company’s
inventory in amount of NT$1,654,778 thousand, representing 9% of parent-company-only total assets,
as of December 31, 2022 is significant to the Company’s financial statements. Due to material price
being influenced by market demand and supply, the prices of inventory tend to change rapidly. The
determination of inventory’s net realizable value involved the significant judgement from
management. We decide it to be one of our key audit matters and our audit procedures therefore have
been prescribed to include, but not limit to, assessing the appropriateness of the Company’s inventory
provision policy (including how the management estimates the net realizable value of inventory in
considering of expecting demand and market values), testing the effectiveness of internal control
system and execution regarding inventory management, evaluating the accuracy of the inventory’s
net realizable value applied by management (including sale price), test samples, etc. Also, we have
evaluated the appropriateness of the related disclosure in Notes 5 and 6 to the parent-company-only
financial statements.

Other Matter — Making Reference to the Audit of a Component Auditor

We did not audit the financial statements of Helitek Company Ltd., an indirectly invested associate
accounted for under the equity method by the Company. The financial statements of Helitek Company
Ltd. as of December 31, 2022 and 2021, and for the years then ended were audited by other auditors,
whose reports thereon have been furnished to us. Our audit, insofar as it related to the investment in
the associate accounted for under the equity method amounting to NT$190,540 thousand and
NT$156,379 thousand as of December 31, 2022 and 2021 representing 1.08% and 0.97% of the
Company’s total assets, the related shares of income before tax from the associate under the equity
method for the years then ended amounting to NT$16,541 thousand and NT$13,169 thousand
representing 0.62% and 1.09% of the Company’s income before tax, are based solely on the audit
reports of other auditors.
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Responsibilities of Management and Those Charged with Governance for the Parent-Company-
Only Financial Statements

Management is responsible for the preparation and fair presentation of the parent-company-only
financial statements in accordance with the requirements of the Regulations Governing the Preparation
of Financial Reports by Securities Issuers and International Financial Reporting Standards,
International Accounting Standards, Interpretations developed by the International Financial Reporting
Interpretations Committee or the former Standing Interpretations Committee as endorsed by Financial
Supervisory Commission of the Republic of China and for such internal control as management
determines is necessary to enable the preparation of parent-company-only financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the parent-company-only financial statements, management is responsible for assessing
the ability to continue as a going concern of the Company, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either intends to
liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance, including audit committee, 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 assurance about whether the parent-company-only financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with the Standards on Auditing of the Republic
of China will always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these parent-company-only
financial statements.
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As part of an audit in accordance with the Standards on Auditing of the Republic of China, we
exercise professional judgment and maintain professional skepticism throughout the audit. We also:

1. Identify and assess the risks of material misstatement of the parent-company-only financial
statements, whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the internal control of the Company.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

4. Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the ability to continue as a going concern of the
Company. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

5. Evaluate the overall presentation, structure and content of the parent-company-only financial
statements, including the accompanying notes, and whether the parent-company-only financial
statements represent the underlying transactions and events in a manner that achieves fair
presentation.

6. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the parent-company-only
financial statements. We are responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of 2022 parent-company-only financial statements and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

/s/Cheng, Ching-Piao
/s/Chang, Chih-Ming
Ernst & Young
March 15, 2023
Taipei, Taiwan,

Republic of China

Notices to Readers

The accompanying parent-company-only financial statements are intended only to present the parent-company-only
financial position, results of operations and cash flows in accordance with accounting principles and practices generally
accepted in the Republic of China on Taiwan and not those of any other jurisdictions. The standards, procedures and
practices to audit such consolidated financial statements are those generally accepted and applied in the Republic of

China on Taiwan.

Accordingly, the accompanying parent-company-only financial statements and report of independent accountants are not
intended for use by those who are not informed about the accounting principles or auditing standards generally accepted
in the Republic of China, and their applications in practice. As the financial statements are the responsibility of the
management, Ernst & Young cannot accept any liability for the use of, or reliance on, the English translation or for any

errors or misunderstandings that may derive from the translation.
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English Translation of Parent-Company-Only Financial Statements Originally Issued in Chinese
Wafer Works Corp.
Parent-Company-Only Balance Sheets
As of December 31, 2022 and 2021

(Amounts Expressed in Thousands of New Taiwan Dollars)

Assets 2022 2021
Code Accounts Notes Amount % Amount %
Current assets
1100 Cash and cash equivalents 4,6(1) $3,236,935 19 $3,862,033 25
1136 Financial assets measured at amortized cost 4,6(3), 8 14,695 - 7,006 -
1170 Accounts receivable, net 4, 6(4) 724,962 4 781,606 5
1180 Accounts receivable - related parties, net 4,6(4),7 556,484 3 620,522 4
1200 Other receivables 42,701 - 22,754 -
1210 Other receivables - related parties 7 49,449 - 70,930 -
1310 Inventories, net 4, 6(5) 1,654,778 9 1,197,880 7
1410 Prepayments 258,556 1 215,131 1
1470 Other current assets 1,681 - 1,681 -
11XX Total current assets 6,540,241 36 6,779,543 42
Non-current assets
1510 Financial assets at fair value through profit or loss 4, 6(2), 6(12) 119 - 2,113 -
1536 Financial assets carried at amortized cost 4,6(3), 8 21,967 - 9,967 -
1551 Investment accounted for under equity method 4, 6(6) 5,445,848 32 4,767,126 31
1600 Property, plant and equipment, net 4,6(7),7,8,9 5,082,672 29 3,885,107 24
1755 Right-of-use asset 4, 6(19) 230,575 2 48,469 -
1780 Intangible assets, net 4, 6(8) 10,956 - 6,098 -
1840 Deferred tax assets 4, 6(23) 37,873 - 37,873 -
1915 Prepayment for equipment 171,501 1 215,565 1
1920 Refundable deposits 8 71,840 - 26,845 -
1990 Other non-current assets 7,9 48,904 - 296,473 2
15XX Total non-current assets 11,122,255 64 9,295,636 58
1IXXX [Total Assets $17,662,496 100 $16,075,179 100
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English Translation of Parent-Company-Only Financial Statements Originally Issued in Chinese
Wafer Works Corp.
Parent-Company-Only Balance Sheets (Continued)
As of December 31, 2022 and 2021
(Amounts Expressed in Thousands of New Taiwan Dollars)

Liabilities and Equity 2022 2021
Code Accounts Notes Amount % Amount %

Current liabilities
2100 Short-term loans 6(9) $513,372 3 $291,083 2
2130 Contract liability 4,6(17) 44 - 4,483 -
2170 Accounts payable 413,380 2 361,704 2
2180 Accounts payable - related parties 7 27,316 - 142,564 1
2200 Other payables 6(10) 900,149 5 729,749 5
2220 Other payables - related parties 7 469 - 3,282 -
2230 Current income tax liabilities 4 572,408 3 189,489 1
2281 Lease liabilities 4, 6(19) 14,312 - 5,681 -
2322 Current portion of long-term loans 6(13), 8 329,507 2 184,794 1
2399 Other current liabilities 6(11) 1,905 2,219 -
21XX Total current liabilities 2,772,862 15 1,915,048 12

Non-current liabilities
2527 Contract liability 4, 6(17) 177,430 1 699,478 4
2530 Bonds payable 4,6(12) 288,510 2 284,385 2
2540 Long-term loans 6(13), 8 1,207,199 8 1,522,917 10
2581 Lease liabilities 4, 6(19) 218,359 1 43,956 -
2630 Long-term deferred revenue 6(11) 2,724 - 3,098 -
2640 Accrued pension liabilities 4,6(14) 29,694 50,276 -
2645 Deposits received 66,765 - 95,991 1
25XX Total non-current liabilities 1,990,681 12 2,700,101 17
2XXX |Total liabilities 4,763,543 27 4,615,149 29
3100 |Capital 6(15)
3110 Common stock 5,409,336 31 5,408,984 34
3130 Bond conversion entitlement certificates - - 352 -
3200 |[Capital surplus 6(15) 4,074,419 23 4,147,189 26
3300 [Retained earnings 6(15)
3310 Legal reserve 500,513 3 393,239 2
3320 Special reserve 326,457 2 383,893 2
3350 Unappropriated earnings 2,853,686 16 1,452,830 9
3400 |Other components of equity (265,458) (2) (326,457) (2)
3XXX |Total equity 12,898,953 73 11,460,030 71

Total liabilities and equity $17,662,496 100 $16,075,179 100

(The accompanying notes are an integral part of the parent-company-only financial statements.)
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Parent-Company-Only Statements of Comprehensive Income

Wafer Works Corp.

For the Years Ended December 31, 2022 and 2021
(Amounts Expressed in Thousands of New Taiwan Dollars, Except Earnings Per Share)

2022 2021
Code Accounts Notes Amount % Amount %
4000 |Operating revenues 4,6(17),7 $6,614,737 100 $5,910,694 100
5000 |Operating costs 7 (4,171,500) (63) (4,514,734) (76)
5900 |Gross profit from operations 2,443,237 37 1,395,960 24
5930 |Unrealized gross profit (loss) from sales (5,000) - 10,000 -
5950 |Gross profit from operations 2,438,237 37 1,405,960 24
6000 |Operating expenses
6100 Selling (207,854) 3 (195,055) 3)
6200 General and administrative (319,212) (5) (293,109) (5)
6300 Research and development (267,632) 4) (154,797) 3)
6450 Expected credit gains (losses) 4,6(18) 1,414 - - -
Operating expenses total (793,284) (12) (642,961) (11)
6900 |Operating income 1,644,953 25 762,999 13
7000 |Non-operating income and expenses
7100 Interest income 6(21) 18,625 - 5,214 -
7010 Other income 6(21) 5,557 - 13,933 -
7020 Other gains and losses 6(21), 7 482,312 7 (15,640) -
7050 Finance costs 6(21) (53,373) 1) (35,946) (1)
7060 Share of profit or loss of subsidiaries, associates and joint ventures 4, 6(6) 582,546 9 474,012 8
Non-operating income and expense total 1,035,667 15 441,573 7
7900 |Income before income tax 2,680,620 40 1,204,572 20
7950  |Income tax benefit 4,6(23) (515,681) ()] (154,000) 2
8200 [Netincome 2,164,939 33 1,050,572 18
8300 |Other comprehensive income (loss) 6(22)
8310 |ltem that not be reclassified subsequently to profit or loss
8311 Actuarial gain (loss) on defined benefit plans 16,016 - 4,613 -
8316 Unrealized gains or losses on financial assets (51,819) (1) 105,861 2
at fair value through other comprehensive income
8360 |ltems that may be reclassified subsequently to profit or loss
8370 Share of other comprehensive income (loss) of subsidiaries, associates and joint ventures 112,818 2 (30,873) (1)
Total other comprehensive income, net of tax 77,015 1 79,601 1
8500 |Total comprehensive income (loss) $2,241,954 34 $1,130,173 19
9750  |Earnings per share - basic (in NT$) 6(24) $4.00 $2.02
9850  |Earnings per share - diluted (in NT$) 6(24) $3.95 $2.01

(The accompanying notes are an integral part of the parent-company-only financial statements.)
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Wafer Works Corp.
Parent-Company-Only Statements of Changes in Equity
For the Years Ended December 31, 2022 and 2021

(Amounts Expressed in Thousands of New Taiwan Dollars)

Capital Retained Earnings Other Components of equity
Bond Unrealized gain or loss on
conversion Exchange differences financial assets at fair value
entitlement Special Unappropriated arising on translation of through other comprehensive Total
Common stock certificates Capital Surplus Legal Reserve Reserve Earnings foreign operations income (loss) Equity
Code Items 3100 3130 3200 3310 3320 3350 3410 3420 3XXX
Al |[Balance as of January 1, 2021 $5,108,984 $- $2,641,147 $341,802 $593,580 $783,831 $(272,372) $(111,521) $9,085,451
Appropriation and distribution of 2020 earnings:
Bl Legal reserve 51,437 (51,437) -
B3 Special reserve (209,687) 209,687 -
B5 Cash dividends - common shares (561,988) (561,988)
C5  |Equity component of convertible bonds issued by the Company 12,787 12,787
C7 |Changes in subsidiaries, associates, and joint ventures accounted for 212,446 212,446
under equity method
D1  [Netincome for 2021 1,050,572 1,050,572
D3  |Other comprehensive income (loss) for 2021 4,613 (30,873) 105,861 79,601
D5  [Total comprehensive income (loss) - - - - - 1,055,185 (30,873) 105,861 1,130,173
E1  |lssuance of common stock for cash 300,000 1,255,255 1,555,255
11 [Conversion of convertible bonds 352 1,938 2,290
N1 |Share-based payment transaction 23,616 23,616
Q1 |Proceeds from disposal of equity instruments measured 17,552 (17,552) -
at fair value through other comprehensive income
Z1  |Balance as of December 31, 2021 5,408,984 352 4,147,189 393,239 383,893 1,452,830 (303,245) (23,212) 11,460,030
Appropriation and distribution of 2021 earnings:
Bl Legal reserve 107,274 (107,274) -
B3 Special reserve (57,436) 57,436 -
B5 Cash dividends - common shares (730,261) (730,261)
D1  [Netincome for 2022 2,164,939 2,164,939
D3 |Other comprehensive income (loss) for 2022 16,016 112,818 (51,819) 77,015
D5  [Total comprehensive income (loss) - - - - - 2,180,955 112,818 (51,819) 2,241,954
11 [Conversion of convertible bonds 352 (352) -
M5 |Difference between consideration given / received and carrying (72,770) (72,770)
amount of interest in subsidiaries acquired / disposed of
Z1  |Balance as of December 31, 2022 $5,409,336 $- $4,074,419 $500,513 $326,457 $2,853,686 $(190,427) $(75,031) $12,898,953

(The accompanying notes are an integral part of the parent-company-only financial statements.)
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Wafer Works Corp.

Parent-Company-Only Statements of Cash Flows
For the Years Ended December 31, 2022 and 2021
(Amounts Expressed in Thousands of New Taiwan Dollars)

Code Items 2022 2021 Code Items 2022 2021
AAAA [Cash flows from operating activities: BBBB [Cash flows from investing activities:
A10000 | Net income before tax $2,680,620 $1,204,572 | B00040 | Disposal (acquisition) of financial assets at amortised cost (19,689) 3)
A20000 | Adjustments: B01800 | Acquisition of investment accounted for under equity method (112,947) -
A20010 | Profit or loss not effecting cash flows: B02700 |  Acquisition of property, plant and equipment (1,661,103) (683,810)
A20400 Net loss (gain) of financial assets (liabilities) at fair value through profit or loss 1,994 (682) | B02800 | Proceeds from disposal of property, plant and equipment 218 7,888
A21200 Interest income (18,625) (5,214) | B03700 | Decrease (increase) in refundable deposits (44,995) 127
A20900 Interest expense 53,373 35,946 | B04500 |  Acquisition of intangible assets (9,385) (5,046)
A20100 Depreciation 531,141 605,406 | BBBB Net cash provided by (used in) investing activities (1,847,901) (680,844)
A20200 Amortization 4,527 5,615
A20300 Expected credit losses (gain on recovery) (1,414) -
A21900 Cost of share based payment - 23,616
A22400 Share of profit or loss of subsidiaries, associates and joint ventures (582,546) (474,012)
A22500 Gain on disposal of property, plant and equipment 2,154 126,820 | CCCC [Cash flows from financing activities:
A23100 Gain from disposal of investments - (618) | 00100 | Increase in (repayment of) short-term loans 222,289 (213,256)
A23700 Impairment loss on non-financial assets (2,196) (129,993) | C01200 | Issuance of convertible bonds - 296,434
A24000 Unrealized (gains) losses 5,000 (10,000) | C01600 Increase in long-term loans 35,200 97,700
A29900 Loss (gain) on government grants (769) (550) | €01700 | Repayment of long-term loans (206,800) (5,800)
A29900 Recognition of long-term prepayments for materials to loss 183,302 - C03000 Increase in guarantee deposits received (29,226) 79,515
A29900 Recognition of Contract liabilities to income (433,826) - | C04020 | Payments of lease liabilities (10,651) (6,846)
A30000 | Changes in operating assets and liabilities: C04500 | Payment of cash dividends (730,261) (561,988)
A31115 Financial assets at fair value through profit or loss - 9,618 | C04600 | cCapital increase by cash - 1,555,255
A31150 Accounts receivable 58,058 (227,257)
A31160 Accounts receivable - related parties 64,038 22,998 | C€ccC Net cash provided by (used in) financing activities (719,449) 1,241,014
A31180 Other receivable (18,877) 2,956
A31190 Other receivable - related parties 21,481 51,450
A31200 Inventories (456,898) (373)
A31230 Prepayment 20,842 (48,901) | EEEE  [Net Increase (decrease) in cash and cash equivalents (625,098) 2,002,543
A31240 Other current assets - 1,456 | E00100 (Cashand cash equivalents at beginning of period 3,862,033 1,859,490
A32125 Contract liabilities (92,661) 175,379 | E00200 |Cashand cash equivalents at end of period $3,236,935 $3,862,033
A32150 Accounts payable 51,676 3,445
A32160 Accounts payable - related parties (115,248) 15,145
A32180 Other payable 152,949 137,949
A32190 Other payable - related parties (2,813) 2,831
A32230 Other current liabilities (417) (582)
A32240 Net defined benefit liability (4,566) (3,999)
A33000 Cash generated from operations 2,100,299 1,523,021
A33100 Interest received 17,555 4,709
A33300 Interest paid (42,840) (32,548)
A33500 Income tax paid (132,762) (52,809)
AAAA Net cash provided by (used in) operating activities 1,942,252 1,442,373

(The accompanying notes are an integral part of the parent-company-only financial statements.)
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WAFER WORKS CORPORATION
Notes to the Parent-Company-Only Financial Statements
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

1. History and organization

Wafer Works Corp. (the “Company”) was incorporated on July 24, 1997. The Company’s major
business activities are as follows:

(1)R&D, design, manufacturing, trading or the distribution of semiconductor materials;

(2)R&D, design, manufacturing, trading, and the processing of semiconductor wafer and one-step
service;

(3)Technique transfer and consulting business for above items.

The Company’s common shares were publicly listed on the Taiwan Gre Tai Securities Market on
May 13, 2002. The Company’s registered office is at No.1, Pingguo Rd., Yang Mei Dist, Taoyuan
City, Taiwan, R.O.C. The Company’s main business address is at No.100, Longyuan 1st Rd.,
Longtan Science Park, Taoyuan City, Taiwan, R.O.C.

2. Date and procedures of authorization of financial statements for issue

The financial statements of the Company were authorized to be issued in accordance with a
resolution of the Board of Directors’ meeting on March 15, 2023.

3. Newly issued or revised standards and interpretation

(1) Changes in accounting policies resulting from applying for the first time certain standards and
amendments

The Company applied for the first time International Financial Reporting Standards,
International Accounting Standards, and Interpretations issued, revised or amended which are
recognized by Financial Supervisory Commission (“FSC”) and become effective for annual
periods beginning on or after January 1, 2022. The adoption of these new standards and
amendments had no material impact on the Company.
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(2) Standards or interpretations issued, revised or amended, by International Accounting
Standards Board (“IASB”) which are endorsed by FSC, but not yet adopted by the Company
as at the end of the reporting period are listed below.

Effective Date
Items | New, Revised or Amended Standards and Interpretations issued by IASB
a Disclosure Initiative — Accounting Policies — Amendmentsto | January 1, 2023
IAS 1
b Definition of Accounting Estimates — Amendments to IAS 8 | January 1, 2023
c Deferred Tax related to Assets and Liabilities arising from a | January 1, 2023
Single Transaction — Amendments to IAS 12

(A) Disclosure Initiative — Accounting Policies — Amendments to IAS 1

The amendments improve accounting policy disclosures that to provide more useful
information to investors and other primary users of the financial statements.

(B) Definition of Accounting Estimates — Amendments to IAS 8

The amendments introduce the definition of accounting estimates and included other
amendments to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
to help companies distinguish changes in accounting estimates from changes in
accounting policies.

(C) Deferred Tax related to Assets and Liabilities arising from a Single Transaction —
Amendments to IAS 12

The amendments narrow the scope of the recognition exemption in paragraphs 15 and 24
of IAS 12 so that it no longer applies to transactions that, on initial recognition, give rise
to equal taxable and deductible temporary differences.

The abovementioned standards and interpretations were issued by IASB and endorsed by FSC

so that they are applicable for annual period beginning on or after January 1, 2023. The
Company assesses all standards and interpretations have no material impact on the Company.

113



English Translation of Parent-Company-Only Financial Statements and Footnotes Originally Issued in Chinese
WAFER WORKS CORPORATION
Notes to the Parent-Company-Only Financial Statements
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

(3) Standards or interpretations issued, revised or amended, by IASB which are not endorsed by
FSC, and not yet adopted by the Company as at the end of the reporting period are listed
below.

Effective Date
Items | New, Revised or Amended Standards and Interpretations issued by IASB
a IFRS 10 “Consolidated Financial Statements” and IAS 28 | To be determined
“Investments in Associates and Joint Ventures” — Sale or | 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 Non-current — | January 1, 2024
Amendments to IAS 1

d Lease Liability in a Sale and Leaseback — Amendments to | January 1, 2024
IFRS 16

e Non-current Liabilities with Covenants — Amendments to | January 1, 2024
IAS 1

(A)IFRS 10 “Consolidated Financial Statements” and IAS 28 “Investments in Associates and
Joint Ventures” — Sale or Contribution of Assets between an Investor and its Associate or
Joint Ventures

The amendments address the inconsistency between the requirements in IFRS 10
Consolidated Financial Statements and IAS 28 Investments in Associates and Joint
Ventures, in dealing with the loss of control of a subsidiary that is contributed to an
associate or a joint venture. IAS 28 restricts gains and losses arising from contributions of
non-monetary assets to an associate or a joint venture to the extent of the interest
attributable to the other equity holders in the associate or joint ventures. IFRS 10 requires
full profit or loss recognition on the loss of control of the subsidiary. IAS 28 was amended
so that the gain or loss resulting from the sale or contribution of assets that constitute a
business as defined in IFRS 3 between an investor and its associate or joint venture is
recognized in full.

IFRS 10 was also amended so that the gains or loss resulting from the sale or contribution
of a subsidiary that does not constitute a business as defined in IFRS 3 between an investor
and its associate or joint venture is recognized only to the extent of the unrelated investors’
interests in the associate or joint venture.
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(B) IFRS 17 “Insurance Contracts”

IFRS 17 provides a comprehensive model for insurance contracts, covering all relevant
accounting aspects (including recognition, measurement, presentation and disclosure
requirements). The core of IFRS 17 is the General (building block) Model, under this
model, on initial recognition, an entity shall measure a group of insurance contracts at the
total of the fulfilment cash flows and the contractual service margin. The carrying amount
of a group of insurance contracts at the end of each reporting period shall be the sum of
the liability for remaining coverage and the liability for incurred claims.

Other than the General Model, the standard also provides a specific adaptation for
contracts with direct participation features (the Variable Fee Approach) and a simplified
approach (Premium Allocation Approach) mainly for short-duration contracts.

IFRS 17 was issued in May 2017 and it was amended in 2020 and 2021. The amendments
include deferral of the date of initial application of IFRS 17 by two years to annual
beginning on or after January 1, 2023 (from the original effective date of January 1, 2021);
provide additional transition reliefs; simplify some requirements to reduce the costs of
applying IFRS 17 and revise some requirements to make the results easier to explain. IFRS
17 replaces an interim Standard — IFRS 4 Insurance Contracts — from annual reporting
periods beginning on or after January 1, 2023.

(C) Classification of Liabilities as Current or Non-current — Amendments to IAS 1
These are the amendments to paragraphs 69-76 of IAS 1 Presentation of Financial
statements and the amended paragraphs related to the classification of liabilities as current
or non-current.

(D) Lease Liability in a Sale and Leaseback — Amendments to IFRS 16

The amendments add seller-lessees additional requirements for the sale and leaseback
transactions in IFRS 16, thereby supporting the consistent application of the standard.
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(E) Non-current Liabilities with Covenants — Amendments to IAS 1

The amendments improved the information companies provide about long-term debt with
covenants. The amendments specify that covenants to be complied within twelve months
after the reporting period do not affect the classification of debt as current or non-current
at the end of the reporting period.

The abovementioned standards and interpretations issued by IASB have not yet endorsed by
FSC at the date when the Company’s financial statements were authorized for issue, the local
effective dates are to be determined by FSC. The Company assesses all standards and
interpretations have no material impact on the Company.

4. Summary of significant accounting policies

(1)Statement of compliance

The Company’s parent-company-only financial statements as of and for the years ended
December 31, 2022 and 2021 were prepared in accordance with Regulations Governing the

Preparation of Financial Reports by Securities Issuers (Regulations).

(2)Basis of preparation

The Company prepared parent-company-only financial statements in accordance with Article
21 of the Regulations, which provided that the profit or loss and other comprehensive income
for the period presented in the parent-company-only financial statements shall be the same as
the profit or loss and other comprehensive income attributable to stockholders of the parent
presented in the consolidated financial statements for the period, and the total equity presented
in the parent-company-only financial statements shall be the same as the equity attributable to
the parent company presented in the consolidated financial statements. Therefore, the Company
accounted for its investments in subsidiaries using equity method and, accordingly, made

necessary adjustments.

The parent-company-only financial statements have been prepared on a historical cost basis,
except for financial instruments that have been measured at fair value. The parent-company-
only financial statements are expressed in thousands of New Taiwan Dollars (“NT$”) unless

otherwise stated.
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(3)Foreign currency transactions

The Company’s parent-company-only financial statements are presented in its functional
currency, New Taiwan Dollars (NTD). Items included in the parent-company-only financial

statements are measured using that functional currency.

Transactions in foreign currencies are initially recorded by the Company at functional currency
rates prevailing at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the functional currency closing rate of exchange ruling at
the reporting date. Non-monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value is determined. Non-monetary
items that are measured at historical cost in a foreign currency are translated using the exchange
rates as at the dates of the initial transactions.

All exchange differences arising on the settlement of monetary items or on translating monetary
items are taken to profit or loss in the period in which they arise except for the following:

(a)Exchange differences arising from foreign currency borrowings for an acquisition of a
qualifying asset to the extent that they are regarded as an adjustment to interest costs are
included in the borrowing costs that are eligible for capitalization.

(b)Foreign currency items within the scope of IFRS 9 Financial Instruments are accounted for
based on the accounting policy for financial instrument.

(c)Exchange differences arising on a monetary item that forms part of a reporting entity’s net
investment in a foreign operation is recognized initially in other comprehensive income and
reclassified from equity to profit or loss on disposal of the net investment.

When a gain or loss on a non-monetary item is recognized in other comprehensive income, any
exchange component of that gain or loss is recognized in other comprehensive income. When
a gain or loss on a non-monetary item is recognized in profit or loss, any exchange component
of that gain or loss is recognized in profit or loss.
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(4)Translation of financial statements in foreign currency

The assets and liabilities of foreign operations are translated into NTD at the closing rate of
exchange prevailing at the reporting date and the income and expenses are translated at an
average exchange rate for the period. The exchange differences arising on the translation are
recognized in other comprehensive income. On disposal of a foreign operation, the cumulative
amount of the exchange differences relating to that foreign operation, recognized in other
comprehensive income and accumulated in the separate component of equity, is reclassified
from equity to profit or loss when the gain or loss on disposal is recognized. The following are
accounted for as disposals even if an interest in the foreign operation is retained by the
Company: the loss of control over a foreign operation, the loss of significant influence over a
foreign operation, or the loss of joint control over a foreign operation.

On the partial disposal of a subsidiary that includes a foreign operation that does not result in a
loss of control, the proportionate share of the cumulative amount of the exchange differences
recognized in other comprehensive income is re-attributed to the non-controlling interests in
that foreign operation. In partial disposal of an associate or jointly controlled entity that includes
a foreign operation that does not result in a loss of significant influence or joint control, only
the proportionate share of the cumulative amount of the exchange differences recognized in
other comprehensive income is reclassified to profit or loss.

(5)Current and non-current distinction for assets and liabilities
An asset is classified as current when:
(a) The Company expects to realize the asset, or intends to sell or consume it, in its normal
operating cycle
(b) The Company holds the asset primarily for the purpose of trading
(c) The Company expects to realize the asset within twelve months after the reporting period
(d) The asset is cash or cash equivalent unless the asset is restricted from being exchanged or

used to settle a liability for at least twelve months after the reporting period.

All other assets are classified as non-current.
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A liability is classified as current when:

(a) The Company expects to settle the liability in its normal operating cycle

(b) The Company holds the liability primarily for the purpose of trading

(c) The liability is due to be settled within twelve months after the reporting period

(d) The Company does not have an unconditional right to defer settlement of the liability for at
least twelve months after the reporting period. Terms of a liability that could, at the option
of the counterparty, result in its settlement by the issue 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 hand, demand deposits and short-term, highly
liquid time deposits (including ones that have maturity within 3 months) or investments that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value.

(7)Financial instruments

Financial assets and financial liabilities are recognized when the Company becomes a party to
the contractual provisions of the instrument.

The Company determines the classification of its financial assets at initial recognition. In
accordance with IFRS 9 and the Regulations, financial assets of the Company are classified as
financial assets at fair value through profit or loss, financial assets at fair value through other
comprehensive income, financial assets measured at amortized cost and notes, accounts and
other receivables. All financial assets are recognized initially at fair value plus, in the case of
investments not at fair value through profit or loss, directly attributable costs. Financial assets
carried at fair value through profit or loss are initially 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 or sales of financial assets on the trade
date.
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The Company classified financial assets as subsequently measured at amortized cost, fair
value through other comprehensive income or fair value through profit or loss considering
both factors below:

(a) The Company’s business model for managing the financial assets and
(b) The contractual cash flow characteristics of the financial asset.

Financial assets measured at amortized cost

A financial asset is measured at amortized cost if both of the following conditions are met
and presented as note receivables, trade receivables financial assets measured at amortized
cost and other receivables etc., on balance sheet as at the reporting date:

(@) The financial asset is held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows and

(b) The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

Such financial assets are subsequently measured at amortized cost (the amount at which the
financial asset is measured at initial recognition minus the principal repayments, plus or
minus the cumulative amortization using the effective interest method of any difference
between the initial amount and the maturity amount and adjusted for any loss allowance)
and is not part of a hedging relationship. A gain or loss is recognized in profit or loss when
the financial asset is derecognized, through the amortization process or in order to recognize
the impairment gains or losses.

Interest revenue is calculated by using the effective interest method. This is calculated by
applying the effective interest rate to the gross carrying amount of a financial asset except
for:

(a) Purchased or originated credit-impaired financial assets. For those financial assets, the

Company applies the credit-adjusted effective interest rate to the amortized cost of the
financial asset from initial recognition.
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(b) Financial assets that are not purchased or originated credit-impaired financial assets but
subsequently have become credit-impaired financial assets. For those financial assets,
the Company applies the effective interest rate to the amortized cost of the financial asset
in subsequent reporting periods.

Financial asset measured at fair value through other comprehensive income

A financial asset is measured at fair value through other comprehensive income if both of
the following conditions are met:

(a) The financial asset is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets and

(b) The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding

Recognition of gain or loss on a financial asset measured at fair value through other
comprehensive income are described as below:

(@) A gain or loss on a financial asset measured at fair value through other comprehensive
income recognized in other comprehensive income, except for impairment gains or
losses and foreign exchange gains and losses, until the financial asset is derecognized or
reclassified.

(b) When the financial asset is derecognized the cumulative gain or loss previously
recognized in other comprehensive income is reclassified from equity to profit or loss as
a reclassification adjustment.

(c) Interest revenue is calculated by using the effective interest method. This is calculated
by applying the effective interest rate to the gross carrying amount of a financial asset
except for:

I.Purchased or originated credit-impaired financial assets. For those financial assets, the

Company applies the credit-adjusted effective interest rate to the amortized cost of the
financial asset from initial recognition.
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I1.Financial assets that are not purchased or originated credit-impaired financial assets
but subsequently have become credit-impaired financial assets. For those financial
assets, the Company applies the effective interest rate to the amortized cost of the
financial asset in subsequent reporting periods.

Besides, for certain equity investments within the scope of IFRS 9 that is neither held for
trading nor contingent consideration recognized by an acquirer in a business combination to
which IFRS 3 applies, the Company made an irrevocable election to present the changes of
the fair value in other comprehensive income at initial recognition. Amounts presented in
other comprehensive income shall not be subsequently transferred to profit or loss (when
disposal of such equity instrument, its cumulated amount included in other components of
equity is transferred directly to the retained earnings) and these investments should be
presented as financial assets measured at fair value through other comprehensive income on
the balance sheet. Dividends on such investment are recognized in profit or loss unless the
dividends clearly represents a recovery of part of the cost of investment.

Financial asset measured at fair value through profit or loss

Financial assets were classified as measured at amortized cost or measured at fair value
through other comprehensive income based on aforementioned criteria. All other financial
assets were measured at fair value through profit or loss and presented on the balance sheet
as financial assets measured at fair value through profit or loss.

Such financial assets are measured at fair value, the gains or losses resulting from
remeasurement is recognized in profit or loss which includes any dividend or interest
received on such financial assets.

B. Impairment of financial assets

The Company is recognized a loss allowance for expected credit losses on debt instrument
investments measured at fair value through other comprehensive income and financial asset
measured at amortized cost. The loss allowance on debt instrument investments measured at
fair value through other comprehensive income is recognized in other comprehensive
income and not reduce the carrying amount in the statement of financial position.
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The Company measures expected credit losses of a financial instrument in a way that
reflects:

(&) An unbiased and probability-weighted amount that is determined by evaluating a range
of possible outcomes;

(b) The time value of money; and

(c) Reasonable and supportable information that is available without undue cost or effort at
the reporting date about past events, current conditions and forecasts of future economic
conditions.

The loss allowance is measures as follows:

(a) Atanamount equal to 12-month expected credit losses: the credit risk on a financial asset
has not increased significantly since initial recognition or the financial asset is
determined to have low credit risk at the reporting date. In addition, the Company
measures the loss allowance for a financial asset at an amount equal to lifetime expected
credit losses in the previous reporting period, but determines at the current reporting date
that condition is no longer met.

(b) At an amount equal to the lifetime expected credit losses: the credit risk on a financial
asset has increased significantly since initial recognition or financial asset that is
purchased or originated credit-impaired financial asset.

(c) For trade receivables or contract assets arising from transactions within the scope of IFRS
15, the Company measures the loss allowance at an amount equal to lifetime expected
credit losses.

(d) For lease receivables arising from transactions within the scope of IFRS 16, the Company
measures the loss allowance at an amount equal to lifetime expected credit losses.

At each reporting date, the Company needs to assess whether the credit risk on a financial
asset has been increased significantly since initial recognition by comparing the risk of a
default occurring at the reporting date and the risk of default occurring at initial recognition.
Please refer to Note 12 for further details on credit risk.
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C. Derecognition of financial assets
Financial asset is derecognized when:

(&) The rights to receive cash flows from the asset have expired

(b) The Company has transferred the asset and substantially all the risks and rewards of the
asset have been transferred

(c) The Company has neither transferred nor retained substantially all the risks and rewards
of the asset, but has transferred control of the asset.

On derecognition of a financial asset in its entirety, the difference between the carrying
amount and the consideration received or receivable including any cumulative gain or loss
that had been recognized in other comprehensive income, is recognized in profit or loss.

D. Financial liabilities and equity

Classification between liabilities or equity

The Company classifies the instrument issued as a financial liability or an equity instrument
in accordance with the substance of the contractual arrangement and the definitions of a
financial liability, and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an
entity after deducting all of its liabilities. The transaction costs of an equity transaction are
accounted for as a deduction from equity (net of any related income tax benefit) to the extent
they are incremental costs directly attributable to the equity transaction that otherwise would
have been avoided.

Compound instruments

The Company evaluates the terms of the convertible bonds issued to determine whether it
contains both a liability and an equity component. Furthermore, the Company assesses if
the economic characteristics and risks of the put and call options contained in the convertible
bonds are closely related to the economic characteristics and risk of the host contract before
separating the equity element.
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For the liability component excluding the derivatives, its fair value is determined based on
the rate of interest applied at that time by the market to instruments of comparable credit
status. The liability component is classified as a financial liability measured at amortized
cost before the instrument is converted or settled.

For the embedded derivative that is not closely related to the host contract (for example, if
the exercise price of the embedded call or put option is not approximately equal on each
exercise date to the amortized cost of the host debt instrument), it is classified as a liability
component and subsequently measured at fair value through profit or loss unless it qualifies
for an equity component. The equity component is assigned the residual amount after
deducting from the fair value of the instrument as a whole the amount separately determined
for the liability component. Its carrying amount is not remeasured in the subsequent
accounting periods. If the convertible bond issued does not have an equity component, it is
accounted for as a hybrid instrument in accordance with the requirements under IFRS 9
Financial Instruments.

Transaction costs are apportioned between the liability and equity components of the
convertible bond based on the allocation of proceeds to the liability and equity components

when the instruments are initially recognized.

On conversion of a convertible bond before maturity, the carrying amount of the liability
component being the amortized cost at the date of conversion is transferred to equity.

Financial liabilities

Financial liabilities within the scope of IFRS 9 Financial Instruments are classified as
financial liabilities at fair value through profit or loss or financial liabilities measured at
amortized cost upon initial recognition.
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Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for
trading and financial liabilities designated as at fair value through profit or loss. A financial
liability is classified as held for trading if:

(a) It is acquired or incurred principally for the purpose of selling or repurchasing it in the
near term;

(b) On initial recognition it is part of a portfolio of identified financial instruments that are
managed together and for which there is evidence of a recent actual pattern of short-term
profit-taking; or

(c) It is a derivative (except for a derivative that is a financial guarantee contract or a
designated and effective hedging instrument).

If a contract contains one or more embedded derivatives, the entire hybrid (combined)
contract may be designated as a financial liability at fair value through profit or loss; or a
financial liability may be designated as at fair value through profit or loss when doing so
results in more relevant information, because either:

(a) It eliminates or significantly reduces a measurement or recognition inconsistency; or

(b) A group of financial liabilities or financial assets and financial liabilities is managed and
its performance is evaluated on a fair value basis, in accordance with a documented risk
management or investment strategy, and information about the Company is provided
internally on that basis to the key management personnel.

Gains or losses on the subsequent measurement of liabilities at fair value through profit or
loss including interest paid are recognized in profit or loss.

Financial liabilities at amortized cost

Financial liabilities measured at amortized cost include interest bearing loans and
borrowings that are subsequently measured using the effective interest rate method after
initial recognition. Gains and losses are recognized in profit or loss when the liabilities are
derecognized as well as through the effective interest rate method amortization process.
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Amortized cost is calculated by taking into account any discount or premium on acquisition
and fees or transaction costs.

Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified
(whether or not attributable to the financial difficulty of the debtor), such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a
new liability, and the difference in the respective carrying amounts and the consideration
paid, including any non-cash assets transferred or liabilities assumed, is recognized in profit
or loss.

E. Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the balance
sheet if, and only if, there is a currently enforceable legal right to offset the recognized
amounts and there is an intention to settle on 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 received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

(@) In the principal market for the asset or liability, or

(b) In the absence of a principal market, in the most advantageous market for the asset or

liability

The principal or the most advantageous market must be accessible to by the Company.
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The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market participants
in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s
ability to generate economic benefits by using the asset in its highest and best use or by selling
it to another market participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant
observable inputs and minimizing the use of unobservable inputs.

(9)Inventories

Inventories are valued at lower of cost and net realizable value item by item.

Costs incurred in bringing each inventory to its present location and condition are accounted
for as follows:

Raw materials —By actual purchase cost with weighted average method.

Finished goods and work in progress — Cost of direct materials and labor and a proportion of
manufacturing overheads based on normal operating
capacity but excluding borrowing costs, using
weighted average method.

Net realizable value is the estimated selling price in the ordinary course of business, less
estimated costs of completion and the estimated costs necessary to make the sale.

Rending of service is accounted in accordance with IFRS 15 but not within the scoping of
inventories.
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(10) Investments accounted for using the equity method

The Company accounted for its investments in subsidiaries using equity method and made
necessary adjustments in accordance with Article 21 of the Regulations. Such adjustments
were made after the Company considered the different accounting treatments to account for
its investments in subsidiaries in the consolidated financial statements under IFRS 10
“Consolidated Financial Statements” and the different IFRSs adopted from different reporting
entity’s perspectives, and the Company recorded such adjustments by crediting or debiting to
investments accounted for under the equity method, share of profit or loss of subsidiaries,
associates and joint ventures and share of other comprehensive income of subsidiaries,

associates and joint ventures.

The Company’s investment in its associate is accounted for using the equity method other than
those that meet the criteria to be classified as held for sale. An associate is an entity over
which the Company has significant influence. A joint venture is a type of joint arrangement
whereby the parties that have joint control of the arrangement have rights to the net assets of

the joint venture.

Under the equity method, the investment in the associate or investment in a joint venture is
carried in the balance sheet at cost and adjusted thereafter for the post-acquisition change in
the Company’s share of net assets of the associate or joint venture. After the interest in the
associate or joint venture is reduced to zero, additional losses are provided for, and a liability
is recognized, only to the extent that the Company has incurred legal or constructive
obligations or made payments on behalf of the associate or joint venture. Unrealized gains and
losses resulting from transactions between the Company and the associate or joint venture are

eliminated to the extent of the Company’s related interest in the associate or joint venture.

When changes in the net assets of an associate or a joint venture occur and not those that are
recognized in profit or loss or other comprehensive income and do not affects the Company’s
percentage of ownership interests in the associate or joint venture, the Company recognizes
such changes in equity based on its percentage of ownership interests. The resulting capital
surplus recognized will be reclassified to profit or loss at the time of disposing the associate

or joint venture on a prorate basis.
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When the associate or joint venture issues new stock, and the Company’s interest in an
associate or a joint venture is reduced or increased as the Company fails to acquire shares
newly issued in the associate or joint venture proportionately to its original ownership interest,
the increase or decrease in the interest in the associate or joint venture is recognized in
Additional Paid in Capital and Investment accounted for using the equity method. When the
interest in the associate or joint venture is reduced, the cumulative amounts previously
recognized in other comprehensive income are reclassified to profit or loss or other appropriate
items. The aforementioned capital surplus recognized is reclassified to profit or loss on a pro

rata basis when the Company disposes the associate or joint venture.

The financial statements of the associate or joint venture are prepared for the same reporting
period as the Company. Where necessary, adjustments are made to bring the accounting

policies in line with those of the Company.

The Company determines at each reporting date whether there is any objective evidence that
the investment in the associate or an investment in a joint venture is impaired in accordance
with TAS 28 Investments in Associates and Joint Ventures. If this is the case the Company
calculates the amount of impairment as the difference between the recoverable amount of the
associate or joint venture and its carrying value and recognizes the amount in the ‘share of
profit or loss of an associate’ in the statement of comprehensive income in accordance with
IAS 36 Impairment of Assets. In determining the value in use of the investment, the Company

estimates:

(a)Its share of the present value of the estimated future cash flows expected to be generated by
the associate or joint venture, including the cash flows from the operations of the associate
and the proceeds on the ultimate disposal of the investment; or

(b) The present value of the estimated future cash flows expected to arise from dividends to be

received from the investment and from its ultimate disposal.

Because goodwill that forms part of the carrying amount of an investment in an associate or
an investment in a joint venture is not separately recognized, it is not tested for impairment
separately by applying the requirements for impairment testing goodwill in [AS 36 Impairment
of Assets.
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Upon loss of significant influence over the associate or joint venture, the Company measures
and recognizes any retaining investment at its fair value. Any difference between the carrying
amount of the associate or joint venture upon loss of significant influence and the fair value of
the retaining investment and proceeds from disposal is recognized in profit or loss.
Furthermore, if an investment in an associate becomes an investment in a joint venture or an
investment in a joint venture becomes an investment in an associate, the entity continues to

apply the equity method and does not remeasure the retained interest.

(11) Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and
accumulated impairment losses, if any. Such cost includes the cost of dismantling and
removing the item and restoring the site on which it is located and borrowing costs for
construction in progress if the recognition criteria are met. Each part of an item of property,
plant and equipment with a cost that is significant in relation to the total cost of the item is
depreciated separately. When significant parts of property, plant and equipment are required
to be replaced in intervals, the Company recognized such parts as individual assets with
specific useful lives and depreciation, respectively. The carrying amount of those parts that
are replaced is derecognized in accordance with the derecognition provisions of IAS 16
Property, plant and equipment. When a major inspection is performed, its cost is recognized
in the carrying amount of the plant and equipment as a replacement if the recognition criteria
are satisfied. All other repair and maintenance costs are recognized in profit or loss as incurred.

Depreciation is calculated on a straight-line basis over 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 any significant part initially recognized is
derecognized upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss arising on derecognition of the asset is recognized in profit or loss.
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The property, plant and equipment’s residual values, useful lives and methods of depreciation
are reviewed at each financial year. If the expected values differ from the estimates, the
differences are recorded as a change in accounting estimate.

(12) Leases

The Company assesses whether the contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration. To assess whether a contract conveys the right to control
the use of an identified asset for a period of time, the Company assesses whether, throughout
the period of use, has both of the following:

A.the right to obtain substantially all of the economic benefits from use of the identified asset;
and
B.the right to direct the use of the identified asset.

For a contract that is, or contains, a lease, the Company accounts for each lease component
within the contract as a lease separately from non-lease components of the contract. For a
contract that contains a lease component and one or more additional lease or non-lease
components, the Company allocates the consideration in the contract to each lease component
on the basis of the relative stand-alone price of the lease component and the aggregate stand-
alone price of the non-lease components. The relative stand-alone price of lease and non-lease
components shall be determined on the basis of the price the lessor, or a similar supplier,
would charge the Company for that component, or a similar component, separately. If an
observable stand-alone price is not readily available, the Company estimates the stand-alone
price, maximizing the use of observable information.

Company as a lessee

Except for leases that meet and elect short-term leases or leases of low-value assets, the
Company recognizes right-of-use asset and lease liability for all leases which the Company is
the lessee of those lease contracts.
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At the commencement date, the Company measures the lease liability at the present value of
the lease payments that are not paid at that date. The lease payments are discounted using the
interest rate implicit in the lease, if that rate can be readily determined. If that rate cannot be
readily determined, the Company uses its incremental borrowing rate. At the commencement
date, the lease payments included in the measurement of the lease liability comprise the
following payments for the right to use the underlying asset during the lease term that are not
paid at the commencement date:

A fixed payments (including in-substance fixed payments), less any lease incentives
receivable;

B.variable lease payments that depend on an index or a rate, initially measured using the
index or rate as at the commencement date;

C.amounts expected to be payable by the lessee under residual value guarantees;

D.the exercise price of a purchase option if the Company is reasonably certain to exercise
that option; and

E.payments of penalties for terminating the lease, if the lease term reflects the lessee
exercising an option to terminate the lease.

After the commencement date, the Company measures the lease liability on an amortised cost
basis, which increases the carrying amount to reflect interest on the lease liability by using an
effective interest method; and reduces the carrying amount to reflect the lease payments made.

At the commencement date, the Company measures the right-of-use asset at cost. The cost of
the right-of-use asset comprises:

A.the amount of the initial measurement of the lease liability;

B.any lease payments made at or before the commencement date, less any lease incentives
received;

C.any initial direct costs incurred by the lessee; and

D.an estimate of costs to be incurred by the lessee in dismantling and removing the underlying
asset, restoring the site on which it is located or restoring the underlying asset to the
condition required by the terms and conditions of the lease.

For subsequent measurement of the right-of-use asset, the Company measures the right-of-use
asset at cost less any accumulated depreciation and any accumulated impairment losses. That
is, the Company measures the right-of-use applying a cost model.
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If the lease transfers ownership of the underlying asset to the Company by the end of the lease
term or if the cost of the right-of-use asset reflects that the Company will exercise a purchase
option, the Company depreciates the right-of-use asset from the commencement date to the
end of the useful life of the underlying asset. Otherwise, the Company depreciates the right-
of-use asset from the commencement date to the earlier of the end of the useful life of the
right-of-use asset or the end of the lease term.

The Company applies IAS 36 “Impairment of Assets” to determine whether the right-of-use
asset is impaired and to account for any impairment loss identified.

Except for those leases that the Company accounted for as short-term leases or leases of low-
value assets, the Company presents right-of-use assets and lease liabilities in the balance sheet
and separately presents lease-related interest expense and depreciation charge in the
statements comprehensive income.

For short-term leases or leases of low-value assets, the Company elects to recognize the lease
payments associated with those leases as an expense on either a straight-line basis over the
lease term or another systematic basis.

For the rent concession arising as a direct consequence of the covid-19 pandemic, the
Company elected not to assess whether it is a lease modification but accounted it as a variable
lease payment. The Company applied the practical expedient to all rent concessions that meet

the conditions for it.

(13) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired in a business combination is its fair value as at the date of
acquisition. Following initial recognition, intangible assets are carried at cost less any
accumulated amortization and accumulated impairment losses, if any. Internally generated
intangible assets, excluding capitalized development costs, are not capitalized and expenditure
is reflected in profit or loss for the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite.
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Intangible assets with finite lives are amortized over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The
amortization period and the amortization method for an intangible asset with a finite useful
life is reviewed at least at the end of each financial year. Changes in the expected useful life
or the expected pattern of consumption of future economic benefits embodied in the asset is
accounted for by changing the amortization period or method, as appropriate, and are treated
as changes in accounting estimates.

Intangible assets with indefinite useful lives are not amortized, but are tested for impairment
annually, either individually or at the cash-generating unit level. The assessment of indefinite
life is reviewed annually to determine whether the indefinite life continues to be supportable.
If not, the change in useful life from indefinite to finite is made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset and are

recognized in profit or loss when the asset is derecognized.

Computer software

The cost of computer software is amortized on a straight-line basis over the estimated useful
life (2 to 3 years).

A summary of the policies applied to the Company’s intangible assets is as follows:

Computer software

Useful lives Limited
Amortization method used Amortized on a straight-line basis over the estimated
useful life

Internally generated or acquired Acquired
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(14) Impairment of non-financial assets

The Company assesses at the end of each reporting period whether there is any indication that
an asset in the scope of IAS 36 Impairment of Assets may be impaired. If any such indication
exists, or when annual impairment testing for an asset is required, the Company estimates the
asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-
generating unit’s (“CGU”) fair value less costs to sell and its value in use and is determined
for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets. Where the carrying amount of an
asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written
down to its recoverable amount.

For assets excluding goodwill, an assessment is made at each reporting date as to whether
there is any indication that previously recognized impairment losses may no longer exist or
may have decreased. If such indication exists, the Company estimates the asset’s or cash-
generating unit’s recoverable amount. A previously recognized impairment loss is reversed
only if there has been an increase in the estimated service potential of an asset which in turn
increases the recoverable amount. However, the reversal is limited so that the carrying amount
of the asset does not exceed its recoverable amount, nor exceed the carrying amount that
would have been determined, net of depreciation, had no impairment loss been recognized for
the asset in prior years.

A cash generating unit, or groups of cash-generating units, to which goodwill has been
allocated is tested for impairment annually at the same time, irrespective of whether there is
any indication of impairment. If an impairment loss is to be recognized, it is first allocated to
reduce the carrying amount of any goodwill allocated to the cash generating unit (group of
units), then to the other assets of the unit (group of units) pro rata on the basis of the carrying
amount of each asset in the unit (group of units). Impairment losses relating to goodwill

cannot be reversed in future periods for any reason.

An impairment loss of continuing operations or a reversal of such impairment loss is
recognized in profit or loss.

136



English Translation of Parent-Company-Only Financial Statements and Footnotes Originally Issued in Chinese
WAFER WORKS CORPORATION
Notes to the Parent-Company-Only Financial Statements
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

(15)Revenue recognition

The Company’s revenue arising from contracts with customers are primarily related to sale of
goods and rendering of services. The accounting policies are explained as follow:

Sale of goods

The Company mainly manufactures and sells of its products. Sales are recognized when
control of the goods is transferred to the customer and the goods are delivered to the customers.
The main product of the Company is Poly-Silicon and revenue is recognized based on the
consideration stated in the contract. The remaining sales transactions are usually accompanied
by volume discounts (based on the accumulated total sales amount for a specified period).
Therefore, revenue from these sales is recognized based on the price specified in the contract,
net of the estimated volume discounts. Accumulated experience is used to estimate and
provide for the discounts, using the expected value method. Revenue is only recognized to the
extent that it is highly probable that a significant reversal in the amount of cumulative revenue
recognized will not occur when the uncertainty associated with the variable consideration is
subsequently resolved. During the period specified in the contract, refund liability is
recognized for the products expected to be returned.

The credit period of the Company’s sale of goods is from 60 to 90 days. For most of the
contracts, when the Company transfers the goods to customers and has a right to an amount
of consideration that is unconditional, these contracts are recognized as trade receivables. The
Company usually collects the payments shortly after transfer of goods to customers therefore
there is no significant financing component to the contract. For some of the contracts, the
Company has transferred the goods to customers but does not has a right to an amount of
consideration that is unconditional, these contacts should be presented as contract assets.
Besides, in accordance with IFRS 9, the Company measures the loss allowance for a contract
asset at an amount equal to the lifetime expected credit losses.

(16) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset
that necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalized as part of the cost of the respective assets. All other borrowing costs are expensed
in the period they occur. Borrowing costs consist of interest 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 is reasonable assurance that the grant will be
received and all attached conditions will be complied with. Where the grant relates to an asset,
it is recognized as deferred income and released to income in equal amounts over the expected
useful life of the related asset. When the grant relates to an expense item, it is recognized as
income over the period necessary to match the grant on a systematic basis to the costs that it
is intended to compensate.

Where the Company receives non-monetary grants, the asset and the grant are recorded gross
at nominal amounts and released to the statement of comprehensive income over the expected
useful life and pattern of consumption of the benefit of the underlying asset by equal annual
installments. Where loans or similar assistance are provided by governments or related
institutions with an interest rate below the current applicable market rate, the effect of this

favorable interest is regarded as additional government grant.

(18) Post-employment benefits

All regular employees of the Company are entitled to a pension plan that is managed by an
independently administered pension fund committee. Fund assets are deposited under the
committee’s name in the specific bank account and hence, not associated with the Company.
Therefore fund assets are not included in the Company’s consolidated financial statements.
Pension benefits for employees of the overseas subsidiaries and the branches are provided in
accordance with the respective local regulations.

For the defined contribution plan, the Company will make a monthly contribution of no less
than 6% of the monthly wages of the employees subject to the plan. The Company recognizes
expenses for the defined contribution plan in the period in which the contribution becomes
due.
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Post-employment benefit plan that is classified as a defined benefit plan uses the Projected
Unit Credit Method to measure its obligations and costs based on actuarial assumptions. Re-
measurements, comprising of the effect of the actuarial gains and losses, the effect of the asset
ceiling (excluding net interest) and the return on plan assets, excluding net interest, are
recognized as other comprehensive income with a corresponding debit or credit to retained
earnings in the period in which they occur. Past service costs are recognized in profit or loss
on the earlier of:

(@) the date of the plan amendment or curtailment, and
(b) the date that the Company recognizes restructuring-related costs

Net interest is calculated by applying the discount rate to the net defined benefit liability or
asset, both as determined at the start of the annual reporting period, taking account of any
changes in the net defined benefit liability (asset) during the period as a result of contribution
and benefit payment.

(19) Share-based payment transactions

The cost of equity-settled transactions between the Company and its subsidiaries is recognized
based on the fair value of the equity instruments granted. The fair value of the equity
instruments is determined by using an appropriate pricing model.

The cost of equity-settled transactions is recognized, together with a corresponding increase
in other capital reserves in equity, over the period in which the performance and/or service
conditions are fulfilled. The cumulative expense recognized for equity-settled transactions at
each reporting date until the vesting date reflects the extent to which the vesting period has
expired and the Company’s best estimate of the number of equity instruments that will
ultimately vest. The income statement expense or credit for a period represents the movement
in cumulative expense recognized as at the beginning and end of that period.

No expense is recognized for awards that do not ultimately vest, except for equity-settled
transactions where vesting is conditional upon a market or non-vesting condition, which are
treated as vesting irrespective of whether or not the market or non-vesting condition is
satisfied, provided that all other performance and/or service conditions are satisfied.
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Where the terms of an equity-settled transaction award are modified, the minimum expense
recognized is the expense as if the terms had not been modified, if the original terms of the
award are met. An additional expense is recognized for any modification that increases the
total fair value of the share-based payment transaction, or is otherwise beneficial to the
employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it vested on the date of
cancellation, and any expense not yet recognized for the award is recognized immediately.
This includes any award where non-vesting conditions within the control of either the entity
or the employee are not met. However, if a new award is substituted for the cancelled award,
and designated as a replacement award on the date that it is granted, the cancelled and new
awards are treated as if they were a modification of the original award, as described in the
previous paragraph.

The dilutive effect of outstanding options is reflected as additional share dilution in the
computation of diluted earnings per share.

The cost of restricted stocks issued is recognized as salary expense based on the fair value of
the equity instruments on the grant date, together with a corresponding increase in other capital
reserves in equity, over the vesting period. The Company recognized unearned employee
salary which is a transitional contra equity account; the balance in the account will be
recognized as salary expense over the passage of vesting period.

(20) Income taxes

Income tax expense (benefit) is the aggregate amount included in the determination of profit
or loss for the period in respect of current tax and deferred tax.

Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities, using the tax rates
and tax laws that have been enacted or substantively enacted by the end of the reporting period.
Current income tax relating to items recognized in other comprehensive income or directly in
equity is recognized in other comprehensive income or equity and not in profit or loss.
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The income tax for undistributed earnings is recognized as income tax expense in the

subsequent year when the distribution proposal is approved by the Shareholders’ meeting.

Deferred income tax

Deferred income tax is a temporary difference between the tax bases of assets and liabilities
and their carrying amounts in balance sheet at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

Where the deferred tax liability arises from the initial recognition of goodwill or of an asset
or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss

. In respect of taxable temporary differences associated with investments in subsidiaries,

associates and interests in joint arrangements, where the timing of the reversal of the
temporary differences can be controlled and it is probable that the temporary differences
will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, carry forward of
unused tax credits and unused tax losses, to the extent that it is probable that taxable profit
will be available against which the deductible temporary differences, and the carry forward of
unused tax credits and unused tax losses can be utilized, except:

Where the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss

. In respect of deductible temporary differences associated with investments in subsidiaries,

associates and interests in joint arrangements, deferred tax assets are recognized only to the
extent that it is probable that the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary differences can be utilized.
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Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realized or the liability is settled, based on tax rates and tax laws
that have been enacted or substantively enacted at the reporting date. The measurement of
deferred tax assets and liabilities reflects the tax consequences that would follow from the
manner in which the Company expects, at the end of the reporting period, to recover or settle

the carrying amount of its assets and liabilities.

Deferred tax relating to items recognized outside profit or loss is recognized outside profit or
loss. Deferred tax items are recognized in correlation to the underlying transaction either in
other comprehensive income or directly in equity. Deferred tax assets are reassessed at each

reporting date and are recognized according.
Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists
to set off current income tax assets against current income tax liabilities and the deferred taxes

relate to the same taxable entity and the same taxation authority.

5. Significant accounting judgments, estimates and assumptions

The preparation of the Company’s parent-company-only financial statements require
management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of
the reporting period. However, uncertainty about these assumption and estimate could result in
outcomes that require a material adjustment to the carrying amount of the asset or liability affected
in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are discussed below.
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(a)Fair value of financial instruments

Where the fair values of financial assets and financial liabilities recorded in the balance sheet
cannot be derived from active markets, they are determined using valuation techniques
including income approach (for example, the discounted cash flows model) or the market
approach. Changes in assumptions about these factors could affect the reported fair value of the
financial instruments. Please refer to Note 12 for more details.

(b)Accounts receivables—estimation of impairment loss

The Company estimates the impairment loss of accounts receivables at an amount equal to
lifetime expected credit losses. The credit loss is the present value of the difference between the
contractual cash flows that are due under the contract (carrying amount) and the cash flows that
expects to receive (evaluate forward looking information). However, as the impact from the
discounting of short-term receivables is not material, the credit loss is measured by the
undiscounted cash flows. Where the actual future cash flows are lower than expected, a material
impairment loss may arise. Please refer to Note 6 for more details.

(c)Inventory

Estimates of net realizable value of inventories take into consideration that inventories may be
damaged, become wholly or partially obsolete, or their selling prices have declined. The
estimates are based on the most reliable evidence available 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 plan and the present value of the defined benefit
obligation are determined using actuarial valuations. An actuarial valuation involves making
various assumptions, including the change in the discount rate and expected salary level. The
assumptions used for measuring pension cost and defined benefit obligation are disclosed in
Note 6.
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(e)Onerous contract

An onerous contract is defined as a contract in which the unavoidable costs of meeting the
obligations under the contract exceed the economic benefits expected to be received under it.
The Company makes provisions for onerous contracts based on the unavoidable costs under a
contract. Any changes in the contracts may influence the provision.

(FHIncome tax

Uncertainties exist with respect to the interpretation of complex tax regulations and the amount
and timing of future taxable income. Given the wide range of international business
relationships and the long-term nature and complexity of existing contractual agreements,
differences arising between the actual results and the assumptions made, or future changes to
such assumptions, could necessitate future adjustments to tax income and expense already
recorded. The Company establishes provisions, based on reasonable estimates, for possible
consequences of audits by the tax authorities of the respective counties in which it operates. The
amount of such provisions is based on various factors, such as experience of previous tax audits
and differing interpretations of tax regulations by the taxable entity and the responsible tax
authority. Such differences of interpretation may arise on a wide variety of issues depending on
the conditions prevailing in the respective company's domicile.

Deferred tax assets are recognized for all carry forward of unused tax losses and unused tax
credits and deductible temporary differences to the extent that it is probable that taxable profit
will be available or there are sufficient taxable temporary differences against which the unused
tax losses, unused tax credits or deductible temporary differences can be utilized. The amount
of deferred tax assets determined to be recognized is based upon the likely timing and the level
of future taxable profits and taxable temporary differences together with future tax planning
strategies.
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6. Contents of significant accounts

(1)Cash and cash equivalents

As of December 31,

2022 2021
Cash on hand $265 $265
Checking and savings 1,115,281 1,551,768
Time deposits 2,061,389 2,200,000
Resale agreements collateralized by corporate bonds 60,000 110,000
Total $3,236,935 $3,862,033

(2)Financial assets at fair value through profit or loss

As of December 31,

2022 2021
Mandatorily measured at fair value through profit

or loss:

Embedded derivatives $119 $2,113
Current $- $-
Non-current 119 2,113
Total $119 $2,113

Financial assets at fair value through profit or loss were not pledged.

(3)Financial assets measured at amortized cost

As of December 31,

2022 2021
Certificate of deposit — restricted $36,662 $16,973
Current $14,695 $7,006
Non-current 21,967 9,967
Total $36,662 $16,973
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The Company classified certain financial assets as financial assets measured at amortized cost.
Please refer to Note 8 for more details on financial assets measured at amortized cost under
pledge.

(4)Accounts receivable and accounts receivable - related parties, net

(a)Accounts receivable, net:

As of December 31,
2022 2021

Accounts receivable, gross $725,955 $870,279
Less: loss allowance (993) (88,673)

Net of allowances 724,962 781,606
Accounts receivable - related parties, gross 556,484 620,522
Less: loss allowance - -

Net of allowances 556,484 620,522
Total accounts receivable, net $1,281,446 $1,402,128

(b)Accounts receivable were not pledged.

(c)Accounts receivable are generally on 60 to 90 day terms. The total carrying amount for the
years ended December 31, 2022 and 2021, are NT$1,282,439 thousand and NT$1,490,801
thousand, respectively. Please refer to Note 6(18) for more details on loss allowance of
accounts receivable for year ended December 31, 2022 and 2021. Please refer to Note 12 for
more details on credit risk management.
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(5)Inventories

(a)Inventories consist of the following:

As of December 31,

2022 2021
Raw materials $332,903 $300,422
Supplies & parts 466,221 244,082
Work in progress 652,260 552,163
Finished goods 203,394 101,213
Total $1,654,778 $1,197,880

(b)The cost of inventories recognized in expenses amounted to NT$4,171,500 thousand and
NT$4,514,734 thousand for the years ended December 31, 2022 and 2021 respectively. The
following losses were included in cost of sales :

For the year ended December 31,

Item 2022 2021
Loss (gain) from inventory market decline $30,000 $(13,415)
Loss from inventory write-off obsolescence 2,866 4,099
Total $32,866 $(9,316)

The Company recognized gains on recovery of inventory market decline because some of the
inventories previously provided with market loss or obsolescence were disposed.

(c)Inventories were not pledged.
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(6)Investments accounted for under the equity method

As of December 31,
2022 2021
Percentage Percentage
of of

Investee companies Amount  Ownership  Amount Ownership
Investments in subsidiaries:
Wafer Works Investment Corp. $5,509,855 100% $4,716,573 100%
Heli-Vantech Corp. 4,159 100% 4,325 100%
Huaxin (Shanghai) Technology Co. Ltd (68,166) 100% 46,228 100%
Total $5,445,848 $4,767,126

A. Investments in subsidiaries were present in the parent-company-only financial statements
under the caption of investments accounted for under equity method or credit for investment
accounted for the equity method. Valuation adjustment is made if deemed necessary.

B. The Company’s investments accounted for under the equity method were not pledged.

(7)Property, plant and equipment

As of December 31,
2022 2021
Owner occupied property, plant and equipment $5,082,672 $3,885,107
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A. Property, plant and equipment for own-use

Cost:

As of January 1, 2022
Additions

Disposals

Other changes

As of December 31, 2022

Depreciation and impairment:
As of January 1, 2022
Depreciation

Reversal of impairment losses
Disposals

As of December 31, 2022

Cost:

As of January 1, 2021
Additions

Disposals

Other changes

As of December 31, 2021

Depreciation and impairment:
As of January 1, 2021
Depreciation

Impairment losses

Disposals

As of December 31, 2021

Construction in

progress and
equipment
Office Other awaiting
Land Buildings Machinery ~ Transportation equipment  equipment  examination Total
$259,131 $1,479,099 $8,572,906 $10,747 $164,531 $245,709 $403,089  $11,135,212
- - - - - - 1,719,670 1,719,670
- - (77,447) (899) (2,947) (676) - (81,969)
- - 613,140 265 28,776 21,792 (663,973) -
$259,131 $1,479,099  $9,108,599 $10,113 $190,360  $266,825 $1,458,786  $12,772,913
$-  $423,632  $6,512,476 $10,108  $142,373  $161,516 $- $7,250,105
- 37,600 456,995 262 13,923 13,149 - 521,929
- - (2,196) - - - - (2,196)
- - (75,076) (899) (2,947) (675) - (79,597)
$-  $461,232  $6,892,199 $9,471  $153,349  $173,990 $- $7,690,241
$259,131 $1,478,801 $8,421,132 $10,407 $185,061 $197,717 $417,457  $10,969,706
- - - - - - 643,227 643,227
- - (417,538) - (25,259)  (32,924) (2,000) (477,721)
- 298 569,312 340 4,729 80,916 (655,595) -
$259,131 $1,479,099 $8,572,906 $10,747 $164,531 $245,709 $403,089  $11,135,212
$-  $383,466 $6,387,006 $9,881 $155,557 $187,853 $- $7,123,763
- 40,166 541,381 227 12,075 5,499 - 599,348
- - (129,993) - - - - (129,993)
- - (285,918) - (25,259) (31,836) - (343,013)
$-  $423,632 $6,512,476 $10,108 $142,373 $161,516 $- $7,250,105
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Construction in

progress and
equipment
Office Other awaiting
Land Buildings Machinery ~ Transportation equipment  equipment  examination Total
Net carrying amount as of:
December 31, 2022 $259,131 $1,017,867  $2,216,400 $642 $37,011 $92,835 $1,458,786 $5,082,672
December 31, 2021 $259,131 $1,055,467  $2,060,430 $639 $22,158 $84,193 $403,089 $3,885,107

B. For the year ended December 31, 2022 and 2021, the NT$ 2,196 thousand and NT$129,993
thousand gain on reversal of impairment loss represented the sold of certain property, plant
and equipment in the company, respectively. This has been recognized in the statement of
comprehensive incomes.

C. Please refer to Note 8 for more details on property, plant and equipment under pledge.

D. Significant components of PPE are depreciation over their useful lives.

(8)Intangible assets

Computer software

Cost:

As of January 1, 2022 $10,561

Additions — acquired separately 9,385

Derecognized upon retirement (3,656)
As of December 31, 2022 $16,290

As of January 1, 2021 $15,082

Additions — acquired separately 5,046

Derecognized upon retirement (9,567)
As of December 31, 2021 $10,561
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Computer software

Amortization and Impairment:

As of January 1, 2022 $4,463
Amortization 4,527
Derecognized upon retirement (3,656)
As of December 31, 2022 $5,334
As of January 1, 2021 $8,415
Amortization 5,615
Derecognized upon retirement (9,567)
As of December 31, 2021 $4,463

Carrying amount, net:
As of December 31, 2022 $10,956

As of December 31, 2021 $6,098

Amortization expense of intangible assets under the statement of comprehensive income:

For the year ended
December 31,

2022 2021
Operating costs $103 $765
General and administrative 4,159 4,585
Research and development 265 265
Total $4,527 $5,615
(9)Short-term loans
As of December 31,
Interest Rate (%) 2022 2021

Unsecured financial structure loans  4.9894%~5.9725% $513,372 $291,083

The Company’s unused short-term lines of credits amounted to NT$ 3,177,818 thousand and
NT$3,338,917 thousand as of December 31, 2022 and 2021 respectively.
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(10)Other payables

As of December 31,
2022 2021
Accrued expense $676,483 $523,534
Payable on equipment 219,878 205,375
Accrued interest payable 3,788 840
Total $900,149 $729,749
(11)Other current liabilities
A. Details of other current liabilities
As of December 31,
2022 2021
Other current liabilities $1,089 $1,506
Deferred government grants income 816 713
Total $1,905 $2,219

B. The changes in the Company’s balances of deferred government grants income for the
year ended December 31, 2022 and 2021 are as follows:

For the year ended
December 31,

2022 2021

Beginning balance $3,811 $2,446
Received during the period 498 1,915
Released to the statement of comprehensive

income (769) (550)
Ending Balance $3,540 $3,811
Current $816 $713
Non-current $2,724 $3,098
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C. Please refer to Note 6(13) for more details on interest rate of deferred government grants
income.

(12)Bonds payable

A. The details of the bonds payable as of December 31, 2022 and 2021 is as follows:

As of December 31,
2022 2021

Liability component:
Principal amount $297,600 $297,600
Less: discounts on bonds payable (9,090) (13,215)
Subtotal 288,510 284,385
Less: current portion - -
Net 288,510 $284,385
Embedded derivative - redemption, put

options $119 $2,113
Equity component - conversion right $12,685 $12,685

For the details of the gain or loss from valuation through profit or loss on embedded
derivative - redemption, put options and the interest expense on the convertible bonds
payable, please refer to Notes 6 (21) to the consolidated financial statement.

B. OnJuly 27, 2021, the Company issued the 7" unsecured domestic convertible bonds. The
terms of the bonds are as follows:

(A)lIssue amount: NT$300,000 thousand
(B)lIssue date: July 27, 2021
(C)lssue price: Issued at par value
(D)Coupon rate: 0%
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(E)Period:

(F)Settlement:

(G)Conversion
period:

(H)Conversion price
and adjustment:

July 27, 2021 to July 27, 2026

The convertible bonds’ holder (hereinafter referred to as
“pbondholders™”) can convert the bond into the Company’s
common stock in accordance with Article 10 of the Company’s
conversion rules. The Company can also recall the bonds before
maturity and buy back the cancellation from bonds dealer in
accordance with Article 18 of the Company’s conversion rules.
Otherwise, the Company will repay the convertible bonds held by
the bondholder in cash at 102.016% of the par value of the bonds
(the actual annual yield is 0.4%) within 15 business days after
maturity date of the convertible bonds.

The bondholders will have the right to convert their bonds at any
time during the conversion period commencing on October 28,
2021 (the 90" day following the closing date) and ending at the
close of business on July 27, 2026 (the maturity date), provided,
however, that the conversion right during any closed period shall
be suspended and the conversion period shall not include any such
closed period, which means (i) the period during which the
Company may be required to close its stock transfer books under
ROC laws and regulations applicable from time to time; (ii) the
period beginning on the 15™ trading day prior to the record date
for the distribution of stock or cash dividends, or subscription of
new shares due to capital increase to the date on (and including)
such record; (iii) the period beginning on the record date of a
capital reduction to one day prior to the trading day on which the
shares of the Company are reissued after such capital reduction ;
(iv) no request for conversion other than the starting date of the
stop of the conversion for the change of stock denomination to the
day before the trading day before the start of the new stock
exchange.

The conversion price was originally at NT$70 per share. The
conversion price will be subject to adjustments upon the
occurrence of certain events set out in the indenture.
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(DRedemption
clauses:

Due to the distribution of cash dividends at NT$1.1 per ordinary
share in 2021, the Company adjusted the conversion price in
accordance with the Company's 7" domestic unsecured
conversion corporate bond issuance and conversion measures.
Therefore, the conversion price was adjusted to NT$68.9 since
August 15, 2021.

Due to the distribution of cash dividends at NT$1.35 per ordinary
share in 2022, the Company adjusted the conversion price in
accordance with the Company's 7" domestic unsecured
conversion corporate bond issuance and conversion measures.
Therefore, the conversion price was adjusted to NT$66.2 since
July 25, 2022.

())The Company may redeem the convertible bonds from the next
day (October 28, 2021) following a three-month period after
the bonds are issued to 40 days before the maturity date (June
17, 2026) if the following terms are met: when the closing price
of the Company’s common shares is 30% above the convertible
price for 30 consecutive trading days, the Company may,
within the following 30 business days (the aforesaid period
shall start from the day the letter is delivered by the Company,
and the expiry date of the period shall be the measurement date
for bond recovery, and the aforesaid period shall not fall in the
period of conversion suspension stated in Article 9 of the
Regulation), send a bond redemption notification letter via
registered mail to the bondholders. (The bondholders list shall
be based on the updated list five business days before sending
the bond redemption notification letter to the bondholders.
Public announcements will be made for bondholders who
acquire the convertible bonds subsequently from transactions
or other reasons). The redemption price would be set at the face
value and the bond is purchased by cash, which would be
announced over the Taipei Exchange. When the Company
executes the recovery request, it shall redeem the outstanding
convertible bonds in cash at the face value within eight
business days after the bond recovery measurement date.
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(i) The Company may redeem the convertible bonds from the next
day (October 28, 2021) following a three-month period after
the bonds are issued to 40 days before the maturity date (June
17, 2026) if the following terms are met: when the total value
of outstanding convertible bonds becomes less than 10% of the
total principal, the Company may, within the following 30
business days (the aforesaid period shall start from the day the
letter is delivered by the Company, and the expiry date of the
period shall be the measurement date for bond recovery, and
the aforesaid period shall not fall in the period of conversion
suspension stated in Article 9 of the Regulation), send a bond
redemption notification letter via registered mail to the
bondholders. (The bondholders list shall be based on the
updated list five business days before sending the bond
redemption notification letter to the bondholders. Public
announcements will be made for bondholders who acquire the
convertible bonds subsequently from transactions or other
reasons). The redemption price would be set at the face value
and the bond is purchased by cash, which would be announced
over the Taipei Exchange. When the Company executes the
recovery request, it shall redeem the outstanding convertible
bonds in cash at the face value within eight business days after
the bond recovery measurement date.
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(i1i) The business day following the base date for the recovery of
the convertible bonds is the Taipei Exchange termination date
for the convertible bonds, and the deadline for the
bondholders to request conversion is the second business day
after the Taipei Exchange termination date, but the
bondholders shall apply to the original trading broker to
convert the convertible bonds into ordinary shares of the
Company one business day after the date of termination of
listing of the convertible bonds. If the bondholder does not
apply for conversion within the aforesaid period, the
Company will redeem the convertible bonds held by such
bondholder at the bond face value. The converted bonds will
be recovered in cash within eight days after the bond recovery
base date. If the aforementioned date is the day when the
Taipei Stock Exchange Market is closed, it will be postponed
to the next business day.

C. The 7" secured convertible bonds in the amount of NT$2,400 thousand have been
converted to 35 thousand common shares as of December 31, 2022. The surplus due to
the conversion amounted to NT$1,938 thousand, recorded under additional paid-in
capital.
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(13)Long-term loans

Details of long-term loan as of December 31 2022 and 2021 are as follows:

Debtor

As of
December
31, 2022

Maturity and Terms

Secured Long-Term Joint
guarantee Loan from Land
Bank of Taiwan and others

Secured Long-Term Loan from
Land Bank of Taiwan

Secured Long-Term Loan from
Land Bank of Taiwan

Credit Long-Term Loan from
Taiwan Cooperative Bank

$1,300,000

90,171

96,491

16,316
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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 1% 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 1t to 4" payments will repay 3% of the
principal each, 5" to 8" payments will be
5% each, 9" to 121" payments will be 7%
each and the remaining principal will be
repaid up at maturity.

Effective July 9, 2020 to June 15, 2027.
Interest payments are due monthly for the
first three years. Principal is prepaid form
the fourth year monthly on the 15" of each
month. Interest will be paid on the 15" of
each month.

Effective June 9, 2021 to June 15, 2027.
Interest payments are due monthly for the
first two years. Principal is prepaid form the
third year monthly on the 15" of each
month. Interest will be paid on the 15" of
each month.

Effective October 19, 2020 to October 19,
2025. The principal will be paid monthly on
the 15" of each month and interest shall be
paid monthly.
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Debtor

As of
December
31, 2022

Maturity and Terms

Credit Long-Term Loan from
Taiwan Cooperative Bank

Credit Long-Term Loan from
Taiwan Cooperative Bank

Total
Less: current portion
Non-current portion

4,948

28,780

1,536,706
(329,507)
$1,207,199.

159

Effective March 10, 2022 to March 10,
2027. The principal will be paid monthly on
the 15" of each month and interest shall be
paid monthly.

Effective May 20, 2022 to May 20, 2027.
Interest payments are due monthly for the
first two years. Principal is prepaid form the
third year monthly on the 15" of each
month. Interest will be paid on the 15" of
each month.
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Debtor

As of
December
31, 2021

Maturity and Terms

Secured Long-Term Joint
guarantee Loan from Land
Bank of Taiwan and others

Secured Long-Term Loan from
Land Bank of Taiwan

Secured Long-Term Loan from
Land Bank of Taiwan

Credit Long-Term Loan from
Taiwan Cooperative Bank

Total
Less: current portion
Non-current portion

$1,500,000

89,721

95,972

22,018

1,707,711
(184,794)
$1,522,917
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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 1% 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 1t to 4" payments will repay 3% of the
principal each, 5" to 8" payments will be
5% each, 9" to 12" payments will be 7%
each and the remaining principal will be
repaid up at maturity.

Effective July 9, 2020 to June 15, 2027.
Interest payments are due monthly for the
first three years. Principal is prepaid form
the fourth year monthly on the 15" of each
month. Interest will be paid on the 15" of
each month.

Effective June 9, 2021 to June 15, 2027.
Interest payments are due monthly for the
first two years. Principal is prepaid form the
third year monthly on the 15" of each
month. Interest will be paid on the 15" of
each month.

Effective October 19, 2020 to October 19,
2025. The principal will be paid monthly on
the 15" of each month and interest shall be
paid monthly.
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(a) Please refer to Note 8 for more detail of assets pledged as collaterals.

(b) As of December 31, 2022 and 2021, the interest rate intervals for long-term loans were
1.33%~2.56% and 0.70%~1.80%, respectively.

(c) The Company received a low-interest government loan from the Ministry of Economic
Affairs in the amounting NT$253,200 thousand with a term of 5~7 years and annual
interest rates of 1.33% payable monthly on the 15" of each month. The government grant
of the low-interest government loan was recorded under other liabilities-deferred
government grants income. The Company shall recognize the government grant income
when it is reasonably assured that the Company meets all the terms of the government
grant agreement.

(d) On December 25, 2019, the Company has entered into a 5-year agreement of syndicated
loans in credit line of NT$3,000,000 thousand, with Land Bank of Taiwan and 7 other
banks for the purpose of settling the unpaid loan balance mentioned above and
replenishing operating capital.

In the event that the Company’s financial statements do not meet with any of the criteria or
restrictions specified, the Company shall improve it in five months starting from April 1 of
the following year on the audited financial fiscal year. The improvement documentation
proposed by the Company shall also be audited by certified public accountants. The Company
will not be treated as a breach of the loan agreement during the period of improvement.

(14)Post-employment benefits

Defined contribution plan

The Company adopt a defined contribution plan in accordance with the Labor Pension Act of
the R.O.C. Under the Labor Pension Act, the Company will make monthly contributions of
no less than 6% of the employees’ monthly wages to the employees’ individual pension
accounts. The Company has made monthly contributions of 6% of each individual employee’s
salaries or wages to employees’ pension accounts.

Expenses under the defined contribution plan for the years ended December 31, 2022 and
2021 are NT$38,819 thousand and NT$35,211 thousand, respectively.
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Defined benefits plan

The Company adopt a defined benefit plan in accordance with the Labor Standards Act of the
R.O.C. The pension benefits are disbursed based on the units of service years and the average
salaries in the last month of the service year. Two units per year are awarded for the first 15
years of services while one unit per year is awarded after the completion of the 15" year. The
total units shall not exceed 45 units. Under the Labor Standards Act, the Company contributes
an amount equivalent to 2% of the employees’ total salaries and wages on a monthly basis to
the pension fund deposited at the Bank of Taiwan in the name of the administered pension
fund committee. Before the end of each year, the Company assesses the balance in the
designated labor pension fund. If the amount is inadequate to pay pensions calculated for
workers retiring in the same year, the Company will make up the difference in one
appropriation before the end of March the following year.

The Ministry of Labor is in charge of establishing and implementing the fund utilization plan
in accordance with the Regulations for Revenues, Expenditures, Safeguard and Utilization of
the Labor Retirement Fund. The pension fund is invested in-house or under mandation, based
on a passive-aggressive investment strategy for long-term profitability. The Ministry of Labor
establishes checks and risk management mechanism based on the assessment of risk factors
including market risk, credit risk and liquidity risk, in order to maintain adequate manager
flexibility to achieve targeted return without over-exposure of risk. With regard to utilization
of the pension fund, the minimum earnings in the annual distributions on the final financial
statement shall not be less than the earnings attainable from the amounts accrued from two-
year time deposits with the interest rates offered by local banks. Treasury Funds can be used
to cover the deficits after the approval of the competent authority. As the Company does not
participate in the operation and management of the pension fund, no disclosure on the fair
value of the plan assets categorized in different classes could be made in accordance with
paragraph 142 of IAS 19. The Company expects to contribute NT$5,081 thousand to its
defined benefit plan during the 12 months beginning after 31 December 2022.

As of December 31, 2022 and 2021, the maturities of the Company’s defined benefit plan
were expected in 2036 and 2037.
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Pension costs recognized in profit or loss for the years ended December 31, 2022 and 2021:

For the year ended December 31,

2022 2021
Current period service costs $129 $132
Net interest of defined benefit 387 253
Previous period service cost - -
Settlement - -
Total $516 $385

Changes in the defined benefit obligation and fair value of plan assets are as follows:

As of
Dec. 31, 2022 Dec. 31,2021 Jan. 1, 2021
Defined benefit obligation $73,454 $86,160 $90,364
Plan assets at fair value (43,760) (35,884) (31,476)
Other non-current liabilities — net defined benefit
liability on the consolidated balance sheets $29,694 $50,276 $58,888
Reconciliation of liability (asset) of the defined benefit plan is as follows:
Present value Net defined
of defined benefit
benefit Fair value of liability
obligation plan assets (asset)
As of January 1, 2021 $90,364 $(31,476) $58,888
Current period service costs 132 - 132
Net interest expense (revenue) 388 (135) 253
Past service cost, gain/loss arising from settlements - - -
Subtotal 520 (135) 385
Remeasurement of net defined benefit liability/asset
Actuarial gains and losses arising from changes
in demographic assumptions 437 - 437
Actuarial gains and losses arising from changes
in financial assumptions (4,630) - (4,630)
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Experience adjustments

Re-measurement on defined benefit assets -

Subtotal
Payments from the plan
Contributions by employer
Effect of exchange rates
As of December 31, 2021
Current period service costs
Net interest of defined benefit

Past service cost, gains and losses arising from

settlements
Subtotal

Remeasurement of net defined benefit
liability(asset):

Actuarial gains and losses arising from changes

in demographic assumptions

Actuarial gains and losses arising from changes

in financial assumptions
Experience adjustments

Re-measurement on defined benefit assets -

Subtotal
Payments from the plan
Contributions by employer
Effect of exchange rates
As of December 31, 2022

Present value Net defined
of defined benefit
benefit Fair value of liability
obligation plan assets (asset)
10 - 10
(430) (430)
(4,183) (430) (4,613)
(541) 541 -
- (4,384) (4,384)
86,160 (35,884) 50,276
129 - 129
663 (276) 387
792 (276) 516
(12,986) - (12,986)
(512) - (512)
(2,518) (2,518)
(13,498) (2,518) (16,016)
- (5,082) (5,082)
$73,454 $(43,760) $29,694
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The following significant actuarial assumptions are used to determine the present value of the
defined benefit obligation:

As of December 31,
2022 2021
Discount rate 1.43% 0.77%
Expected rate of salary increases 2.50% 3.00%

Sensitivity analysis:

Effect on the defined benefit obligation

2022 2021
Increase Decrease Increase Decrease
defined benefit defined benefit defined benefit defined benefit

obligation obligation obligation obligation

Discount rate increase by 0.5% $4,890 $- $6,333 $-
Discount rate decrease by 0.5% - 5,331 - 6,946
Future salary increase by 0.5% 5,246 - 6,754 -
Future salary decrease by 0.5% - 4,864 - 6,231

The sensitivity analyses above are based on a change in a significant assumption (for example:
change in discount rate or future salary), keeping all other assumptions constant. The
sensitivity analyses may not be representative of an actual change in the defined benefit
obligation as it is unlikely that changes in assumptions would occur in isolation of one another.

There was no change in the methods and assumptions used in preparing the sensitivity
analyses compared to the previous period.

(15)Equity
(a)Common stock

As of December 31, 2022 and 2021, the Company’s authorized capital were both
NT$6,000,000 thousand, each share at par of NT$10. The Company’s paid-in capital were
NT$5,409,336 thousand and NT$5,408,984 thousand respectively, divided into 540,933
thousand shares and 540,898 thousand shares, respectively. Each share has one voting right
and a right to receive dividends.
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On May 6, 2021, the Company’s board meeting resolved to increase the capital through an
issuance of 30,000 thousand new shares at a price of NT$52. The application has been
approved by the FSC with Order No. Jin-Guan-Cheng-Fa-Zi-1100352533. The base date
for the cash capital increase was October 13, 2021.

For the year ended December 31, 2021, the 7" unsecured convertible bonds in amount of
NT$2,400 thousand were converted into 35 thousand shares. On March 23, 2022, The
Company’s board of directors resolved the measurement date was on March 24, 2022.

(b)Additional paid-in capital

As of December 31,

2022 2021
Additional paid - in capital $3,065,181  $3,065,181
All changes in interests in subsidiaries 965,314 1,038,084
Stock options — convertible rights 12,685 12,685
Others 31,239 31,239
Total $4,074,419  $4,147,189

According to the Company Act, the capital reserve shall not be used except for making
good the deficit of the Company. When a company incurs no loss, it may distribute the
capital reserves related to the income derived from the issuance of new shares at a premium
or income from endowments received by the company. The distribution could be made
either in cash or in the form of dividend shares to its shareholders in proportion to the
number of shares being held by each of them.

166



English Translation of Parent-Company-Only Financial Statements and Footnotes Originally Issued in Chinese
WAFER WORKS CORPORATION
Notes to the Parent-Company-Only Financial Statements
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

(c)Retained earnings and dividend policies

(1)Distribution of earnings

The Articles of Incorporation, current year’s earnings, if any, shall be distributed in the
following order:

i Payment of all taxes and dues;

il Offset prior years’ operation losses;

iii Set aside 10% of the remaining amount after deducting items (a) and (b) as legal
reserve;

iv. The distribution of the remaining portion, if any, will be recommended by the Board

of Directors and resolved in the shareholders’ meeting.

(2)Dividend policy

The policy of dividend distribution should reflect factors such as the current and future
investment environment, fund requirements, domestic and international competition and
capital budgets, as well as the interest of the shareholders, share bonus equilibrium and
long-term financial planning etc. The Board of Directors shall make the distribution
proposal annually and present it at the shareholders’ meeting for final approval. And by
the Company’s policy, the portion of cash dividend shall not be less than 10% of total
shareholders’ bonus.

(3)Legal reserve

According to the Company Act, the Company has to set aside an amount for legal reserve
from current year’s earnings until such legal reserve reaches the total authorized capital.
The legal reserve can be used to make good the deficit of the Company. When the
Company incurs no loss, it may distribute the portion of legal reserve which exceeds
25% of the paid-in capital either by shares or by cash.
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(4)Special reserve

When the Company distributing distributable earnings, it shall set aside to special
reserve, an amount equal to “other net deductions from sharcholders” equity for the
current fiscal year, provided that if the Company has already set aside special reserve
according to the requirements for the adoption of IFRS, it shall set aside supplemental
special reserve based on the difference between the amount already set aside and other
net deductions from shareholders’ equity. For any subsequent reversal of other net
deductions from shareholders’ equity, the amount reversed may be distributed from the
special reserve.

The FSC issued Order No. Financial-Supervisory-Securities-Corporate-1090150022 on
March 31, 2021, which sets out the following provisions for compliance:

On a public company's first-time adoption of the IFRS, for any unrealized revaluation
gains and cumulative translation adjustments (gains) recorded to shareholders’ equity
that the company elects to transfer to retained earnings by application of the exemption
under IFRS 1, the company shall set aside special reserve. For any subsequent use,
disposal or reclassification of related assets, the company can reverse the special reserve
by proportion and transfer to retained earnings.

As of December 31, 2022 and 2021, special reserve set aside for the first-time adoption
of T-IFRS amounted to NT$175,749 thousand.

The appropriations of earnings for the years 2022 and 2021 were approved through the
Board of Directors’ meetings and shareholders’ meetings held on March 15, 2023 and

June 21, 2022, respectively. The details of the distributions are as follows:

Dividend per share

Appropriation of earnings (in NT$)
2022 2021 2022 2021
Legal reserve $218,096 $107,274
Special reserve (60,999) (57,436)
Common stock —cash
dividend 1,352,334 730,261 $2.5 $1.35
Total $1,509,431 $780,099
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Please refer to 6(20) for detail on employees’ compensation and remuneration to
directors and supervisors.

(16)Share-based payment
Certain employees of the Company are entitled to share-based payment as part of their
remunerations; services are provided by the employees in return for the equity instruments
granted. These plans are accounted for as equity-settled share-based payment transactions.
(@On May 6, 2021, the Company’s board of directors meetings resolved to increase cash
capital. The measurement date was at October 13, 2021 and except for part of new shares

for employees to subscribe it.

(1) The following table contains further details on the aforementioned share-based payment

plan:
For the year ended
December 31, 2021
Number of share Weighted average
outstanding Exercise price per
(in thousand) Share (NT$)
Outstanding at beginning of period - $-
Granted 3,600 52
Exercised (3,600) 52
Outstanding at end of period -
Weighted-average fair value of options
granted during the period (in NT$) $6.56
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(2)The compensation cost was recognized under the fair value method and the Black-
Scholes Option Pricing model was used to estimate the fair value of options granted.
Assumptions used in calculating the fair value are disclosed as follows:

2021.08.17
Stock market price $56
Exercise price $52
Expected volatility (%) 54.85%
Expected life (Years) 0.13 years
Expected dividend yield (%) 0%
Risk-free interest rate (%) 0.099%

The stock market price on the grant date is evaluated by the income method and the
market method.

The expected volatility is based on the Company's stock price over 48 trading days.

(b)In 2021, the compensation cost recognized for the cash increase reserved for employees to
subscribe is NT$23,616 thousand.

(17)Operating revenue

For the year ended
December 31,

Revenue from customer contracts 2022 2021

Sale of goods $6,614,737  $5,910,694
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Analysis of revenue from contracts with customers during the years ended December 31,
2022 and 2021 are as follows:

(a)Disaggregation of revenue

Analysis of revenue from contracts with customers during the years ended December 31,
2022 are as follows:

Semi-conductor

business Solar business Total
Sale of goods $6,614,737 $- $6,614,737
The timing for revenue recognition :
At a point in time $6,614,737 $- $6,614,737

Analysis of revenue from contracts with customers during the years ended December 31,
2021 are as follows:

Semi-conductor

business Solar business Total
Sale of goods $5,910,694 $- $5,910,694
The timing for revenue recognition :
At a point in time $5,910,694 $- $5,910,694
(b)Contract balances
A. Contract liabilities
As of 2022.12.31 2021.12.31 2021.01.01
Sales of goods $177,474 $703,961 $528,582
Current $44 $4,483 $593
Non-current 177,430 699,478 527,989
Total $177,474 $703,961 $528,582
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The changes in the Company’s balances of contract liabilities for the year ended
December 31, 2022 are as follows:

Sales of goods
The opening balance transferred to revenue $(526,487)
Increase in receipts in advance during the period -
(excluding the amount incurred and transferred to
revenue during the period)

The changes in the Company’s balances of contract liabilities for the year ended
December 31, 2021 are as follows:

Sales of goods
The opening balance transferred to revenue $(54,870)
Increase in receipts in advance during the period 230,249
(excluding the amount incurred and transferred to
revenue during the period)

(18)Expected credit losses (gains)

For the year ended December 31,

2022 2021

Operating expenses — Expected credit losses (gains)
Account receivables $(1,414) $-

Please refer to Note 12 for more details on credit risk.
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The Company measures the loss allowance of its accounts receivable at an amount equal to
lifetime expected credit losses. The assessment of the Company’s loss allowance as of
December 31, 2022 and 2021 are as follow:

A. The Company needs to consider the grouping of trade receivables by counter-parties’
credit rating, by geographical region and by industry sector and its loss allowance is
measured by using a provision matrix. Details are as follow:

2022.12.31
Past due
Neither past
due <=90 days 91-120 days 121-180 days 181-365 days >=365 days Total

Gross carrying amount $1,260,013 $22,246 $180 $- $- $-  $1,282,439
Loss ratio 0.06% 1% 5% 10% 50% 100%
Lifetime expected credit
losses (762) (222) 9) - - - (993)
Carrying amount of trade

receivables $1,259,251 $22,024 $171 $- $- $-  $1,281,446

2021.12.31
Past due
Neither past
due <=90 days 91-120 days 121-180 days 181-365 days >=365 days Total

Gross carrying amount $1,357,324 $45,798 $- $- $- $87,679  $1,490,801
Loss ratio 0.04% 1% 5% 10% 50% 100%
Lifetime expected credit
losses (536) (458) - - - (87,679) (88,673)
Carrying amount of trade

receivables $1,356,788 $45,340 $- $- $- $-  $1,402,128
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B. The movement in the provision for impairment of notes receivable and accounts receivable
for the years ended December 31, 2022 and 2021 are as follows:

Account
receivables
Beginning balance as of January 1, 2022 $88,673
Addition (reversal) for the current period (1,414)
Write off for the current period (86,266)
Ending balance as of December 31, 2022 $993
Beginning balance as of January 1, 2021 $88,673
Addition (reversal) for the current period -
Ending balance as of December 31, 2021 $88,673
(19)Leases

(a)Company as a lessee
The Company leases various properties, including real estate such as land. The lease terms

range from 20 years. The Company is not allowed to loan, sublease or sell without obtaining
the consent from the lessors.
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The Company’s leases effect on the financial position, financial performance and cash
flows are as follow:

A. Amounts recognized in the balance sheet

(i)Right-of-use assets

Land

Cost:

2022.01.01 $68,226
Additions 191,318
Transfer -
Disposals -
2022.12.31 $259,544
2021.01.01 $68,226
Additions -
Transfer -
Disposals -
2021.12.31 $68,226
Depreciation and impairment:

2022.01.01 $19,757
Depreciation 9,212
Transfer -
Disposals -
2022.12.31 $28,969
2021.01.01 $13,699
Depreciation 6,058
Transfer -
Disposals -
2021.12.31 $19,757
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Land

Net carrying amount:

2022.12.31 $230,575

2021.12.31 $48,469

(if)Lease liabilities
As of December 31,
2022 2021

Lease liabilities $232,671 $49,637
Current $14,312 $5,681
Non-current 218,359 43,956
Total $232,671 $49,637

Please refer to Note 6(21)(d) for the interest on lease liabilities recognized during the
year ended 31 December 2022 and 2021 and refer to Note 12(5) Liquidity Risk
Management for the maturity analysis for lease liabilities as at December 31, 2022
and 2021.

B. Income and costs relating to leasing activities
For the year ended December 31,

2022 2021
Short-term leased expense (rental expense) $14,992 $16,153

The portfolio of short-term leases of the Company to which it is committed at the end
of the reporting period is dissimilar to the portfolio of short-term leases to which the
short-term lease expenses disclosed above, and the amount of its lease commitments is
NT$0.

C. Cash outflow relating to leasing activities
For the year ended December 31,

2022 2021
Cash outflow relating to leases amount $25,643 $22,999
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(20)Summary of employee benefits, depreciation and amortization by function is as follows:

For the year ended December 31,
2022 2021
Cost of Cost of
goods sold | Operating goods sold | Operating
costs expense Total costs expenses Total

Employee benefits

Salaries & wages $640,481 | $177,400 | $817,881 | $526,717 | $183,959 | $710,676

Labor and health insurance 77,512 14,861 92,373 70,331 13,179 83,510

Pension 31,163 8,172 39,335 28,366 7,230 35,596

Directors’ remuneration - 10,500 10,500 - 8,400 8,400

Other employee benefits 212,345 92,475 304,820 193,575 26,435 220,010
Depreciation 475,573 55,568 531,141 563,444 41,962 605,406
Amortization 103 4,424 4,527 764 4,851 5,615

Note:

1.The headcounts of the Company amounted to 1,244 and 1,150, respectively, as of
December 31, 2022 and 2021. Among the Company’s directors, there were 8 who were
not the employees.

2.Companies who have been listed on Taiwan Stock Exchange or Taiwan Over-The Counter
Securities Exchange should disclose the following information:

(1) Average employee benefits of 2022 and 2021 are NT$1,015 thousand and NT$919
thousand respectively.

(2) Average salaries of 2022 and 2021 are NT$662 thousand and NT$622 thousand
respectively.

(3) Changes in average salaries are 6%.

(4) In accordance with the regulations, the Company has established an audit committee
to replace the supervisor, so the supervisor’s remuneration has not been recognized.

(5) The salary and remuneration policy of the Company:
According to Articles 29 of the Company’s Articles of Incorporation, not lower than
5% of profit of the current year is distributable as employees’ compensation and no
higher than 2% of profit of the current year is distributable as remuneration to
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directors. In addition to the basic salaries, employees’ annual salaries are also adjusted
based on the Company’s performance to motivate and retain outstanding employees.
In addition, according to Articles 25 of the Company’s Articles of Incorporation, the
Company pays remuneration to directors for performing duties whether the Company
makes profit or not. The Company authorizes the Board of Directors to determine the
remunerations which are allocated according to directors performance, level of
contribution referencing the industry standards. In accordance with the regulations,
the compensation committee will make recommendations on directors’ remuneration
and the salaries of managers, then submit the proposal to the Board of Directors for
approval.

According to the resolution, no higher than 2% of profit of the current year is distributable as
remuneration to directors and supervisors and no lower than 5% of profit of the current year
is distributable as employees’ compensation. However, the company’s accumulated losses
shall have been covered. The Company may, by a resolution adopted by a majority vote at a
meeting of Board of Directors attended by two-thirds of the total number of directors, have
the profit distributable as employees’ compensation in the form of shares or in cash; and in
addition thereto a report of such distribution is submitted to the shareholders’ meeting.
Information on the Board of Directors’ resolution regarding the employees’ compensation
and remuneration to directors and supervisors can be obtained from the “Market Observation
Post System” on the website of the TWSE.

Based on profit of the year ended December 31, 2022, the Company estimated the amounts
of the employees’ compensation and remuneration to directors and supervisors for the year
ended December 31, 2022 to be 5.28% of profit of the current year and 0.37% of profit of the
current year, respectively, recognized as employee benefits expense. As such, employees’
compensation and remuneration to directors and supervisors for the year ended December
31, 2022 amounted to NT$150,000 thousand and NT$10,500 thousand, respectively. The
Company estimated the amounts of the employees’ compensation and remuneration to
directors and supervisors for the year ended December 31, 2021 to be 5.82% of profit of the
current year and 0.65% of profit of the current year, respectively, recognized as employee
benefits expense. Employees’ compensation and remuneration to directors and supervisors
for the year ended December 31, 2021 amount to NT$75,000 thousand and NT$8,400
thousand, respectively.
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The Company’s Board has determined the employees’ compensation and directors’
remuneration, all in cash, to be NT$150,000 thousand and NT$10,500 thousand, respectively,
in a meeting held on March 15, 2023. No differences exist between the estimated amount and
the actual distribution of the employee bonuses and remuneration to directors for the year
ended December 31, 2022.

Actual distribution of employees’ compensation and remuneration to directors and
supervisors of 2021 amount to NT$75,000 thousand and NT$8,400 thousand, respectively.
No differences exist between the estimated amount and the actual distribution of the employee
bonuses and remuneration to directors for the year ended December 31, 2021.

(21)Non-operating income and expenses

(a)Interest income

For the year ended
December 31,
2022 2021

Financial assets measured at amortized cost
Interest income $18,625 $5,214

(b)Other income

For the year ended

December 31,
2022 2021
Other income — others $5,557 $13,933
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(c)Other gains and losses

For the year ended
December 31,

2022 2021
Recognition of contract liabilities to income $433,826 $-
Recognition of long-term prepayments for materials to loss (183,302) 34,615
Compensation income 148,571 -
Foreign exchange gains (losses), net 111,392 (13,873)
Others (26,223) (40,855)
Reversal of impairment losses on property, plant and 2,196 129,993
equipment
Gains (losses) on disposal of property, plant and equipment (2,154) (126,820)
Gains (losses) on financial assets at fair value through (1,994) 682
profit or loss
Gains on disposal of investments - 618
Total $482,312 $(15,640)

(d)Finance costs

For the year ended
December 31,

2022 2021
Interest on borrowings from bank $46,881 $32,874
Interests on lease liabilities 2,367 1,304
Interests on bonds payable 4,125 1,768
Total $53,373 $35,946
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(22)Components of other comprehensive income

For the year ended December 31, 2022

Arising during
the period

during the

period

Other

Reclassification comprehensive

income, pre- comprehensive

tax

other

income

Tax relating to

components of

Other

comprehensive

income, net of

tax

Not to be reclassified to profit or loss in
subsequent periods:
Remeasurement of defined benefit plans $16,016
Unrealized gain (losses) from equity (51,819)
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 112,818
subsidiaries, associates, and joint
ventures accounted for under equity

method

$16,016
(51,819)

112,818

$16,016
(51,819)

112,818

Total of other comprehensive income $77,015

$77,015

$77,015
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For the year ended December 31, 2021

Reclassification comprehensive

Tax relating to

Other components of Other

other comprehensive

Arising during  during the income, pre- comprehensiv income, net of
the period period tax e income tax
Not to be reclassified to profit or loss in
subsequent periods:
Remeasurement of defined benefit plans $4,613 $- $4,613 $- $4,613
Unrealized gain (losses) from equity 105,861 - 105,861 - 105,861
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 (30,873) - (30,873) - (30,873)
subsidiaries, associates, and joint
ventures accounted for under equity
method
Total of other comprehensive income $79,601 $- $79,601 $- $79,601

182



English Translation of Parent-Company-Only Financial Statements and Footnotes Originally Issued in Chinese
WAFER WORKS CORPORATION
Notes to the Parent-Company-Only Financial Statements

(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

(23)Income tax

(a)The major components of income tax expense (income) are as follows:

Income tax expense (income) recognized in profit or loss

For the year ended
December 31,
2022 2021
Current income tax expense (income):
Current income tax charge $515,681 $154,000
Adjustments in respect of current income tax of prior - -
periods
Deferred tax expense (income):
Deferred tax expense (income) relating to origination and - -
reversal of temporary differences
Total income tax expense $515,681 $154,000

(b)A reconciliation between tax expense and the product of accounting profit multiplied by
applicable tax rates is as follows:

For the year ended
December 31,

2022 2021

Accounting income before tax from continuing operations $2,680,620 $1,204,572

Tax payable at the enacted tax rates $536,124 $240,915
Surtax on undistributed earnings 14,632 5,531
Tax effect of revenues exempt from taxation (41,612) (95,062)
Tax effect of expenses not deductible for tax purposes 825 38,765
Tax effect of deferred tax assets/liabilities 5,712 (36,149)
Total income tax expense recognized in profit or loss $515,681 $154,000
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(c)Deferred tax assets (liabilities) relate to the following:

For the year ended December 31, 2022

Deferred tax
income
Beginning (expense) Ending balance

balance as Jan.  recognized in  Effect of tax as of Dec. 31,

1, 2022 P/L rate change 2022

Temporary differences

Unrealized loss on inventory valuation $23,263 $(260) $- $23,003

Unrealized exchange loss (gain) 2,221 (740) - 1,481

Pension expense 1,967 - - 1,967

Unrealized intragroup profits and losses 7,400 1,000 - 8,400

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 $- $-
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For the year ended December 31, 2021

Deferred tax
income
Beginning (expense) Ending balance

balance as Jan. recognized in  Effectoftax  as of Dec. 31,

1, 2021 P/L rate change 2021

Temporary differences

Unrealized loss on inventory valuation $22,719 $544 $- $23,263

Unrealized exchange loss (gain) 765 1,456 - 2,221

Pension expense 1,967 - - 1,967

Unrealized intragroup profits and losses 9,400 (2,000) - 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, 2022 and 2021, deferred tax assets that have not been recognized as
they may not be used to offset future taxable profits amount to NT$62,109 thousand and
NT$103,786 thousand, respectively.

(e)Unrecognized deferred tax liabilities relating to the investment in subsidiaries

The Company did not recognize any deferred tax liability for taxes that would be payable
on the unremitted earnings of the Company’s overseas subsidiaries, as the Company has
determined that undistributed profits of its subsidiaries will not be distributed in the
foreseeable future. As at December 31, 2022 and 2021, the taxable temporary differences
associated with investment in subsidiaries, for which deferred tax liability has not been
recognized, aggregate to NT$516,484 thousand and NT$353,685 thousand, respectively.
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(FHThe assessment of income tax returns

As at December 31, 2022, the status of tax authority’s assessment of the income tax returns
of the Company is as follows:

The assessment of income tax returns
The Company Assessed and approved up to 2020

(24)Earnings per share

Basic earnings per share are calculated by dividing net profit for the year attributable to
ordinary equity holders of the parent entity by the weighted average number of ordinary shares
outstanding during the year.

Diluted earnings per share are calculated by dividing the net profit attributable to ordinary
equity holders of the parent entity (after adjusting any influences) by the weighted average
number of ordinary shares outstanding during the year plus the weighted average number of
ordinary shares that would be issued on conversion of all the dilutive potential ordinary shares
into ordinary shares.

For the year ended
December 31,

2022 2021
(a) Basic earnings per share
Profit attributable to ordinary equity holders of the Company
(in thousand NT$) $2,164,939 $1,050,572
Weighted average number of ordinary shares outstanding for
basic earnings per share (in thousand shares) 540,934 519,592
Basic earnings per share (in NT$) $4.00 $2.02
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(b) Diluted earnings per share

Profit attributable to ordinary equity holders of the Company
(in thousand NT$)

Gain or loss on valuation of redemption

Interest expense from convertible bonds

Profit attributable to ordinary equity holders of the Company
after dilution (in thousand NT$)

Weighted average number of ordinary shares outstanding for
basic earnings per share (in thousand shares)

Effect of dilution:

Employee bonus—stock (in thousand shares)

Convertible bonds (in thousands shares)

Weighted average number of ordinary shares outstanding
after dilution (in thousand shares)

Diluted earnings per share (in NT$)

For the year ended
December 31,

2022 2021
$2,164,939 $1,050,572
1,595 (682)
3,300 1,414
$2,169,834 $1,051,304
540,934 519,592
3,895 1,130
4,495 1,902
549,324 522,624
$3.95 $2.01

There were no other transactions involving ordinary shares or potential ordinary shares

between the reporting date and the date of completion of the financial statements.
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7. Related party transactions

(1)Deal with related parties as of the end of the reporting period

Related parties and Relationship

Related parties Relationship
Wafer Works Investment Corp. Subsidiary
Heli-Vantech Corp. Subsidiary
Huaxin (Shanghai) Technology Co. Ltd. Subsidiary
Silicon Technology Investment (Cayman) Corp. Subsidiary
Wafer Works (Shanghai) Co., Ltd. Subsidiary
Wafer Works Epitaxial Corp. Subsidiary
Wafer Works (Yangzhou) Corp. Subsidiary
Wafer Works (Zhengzhou) Corp. Subsidiary
Zhengzhou Airport Economy Zone WaferWorks Technology Corp. Subsidiary
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,

2022 2021
Helitek Company Ltd. $1,713,537 $1,373,021
Wafer Works Epitaxial Corp. 463,796 757,370
Huaxin (Shanghai) Technology Co. Ltd. 61,586 299,305
Wafer Works (Zhengzhou) Corp. 115,847 -
Subsidiaries 11,700 23,122
Total $2,366,466 $2,452,818

The sales price to related parties was determined through mutual agreement based on market
condition. The collection terms for related parties were 60 days from delivery by telegraphic
transfer, similar to those for third parties.
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For the years ended December 31, 2022 and 2021, the Company purchased raw materials on
behalf of its subsidiaries totaling NT$0 thousand and NT$203,771 thousand, respectively.

B.Purchases

For the year ended December 31,

2022 2021
Wafer Works (Shanghai) Co., Ltd. $- $428
Huaxin (Shanghai) Technology Co. Ltd. 67,679 513,867
Wafer Works (Yangzhou) Corp. 280,017 263,586
Subsidiaries 21,951 14,567
Total $369,647 $792,448

The purchase price to related parties was determined through mutual agreement based on
market condition. The payment terms to related parties were 30~60 days from delivery by
telegraphic transfer, similar to those for third parties.

C.Accounts receivable - related parties

As of December 31,
2022 2021
Wafer Works Epitaxial Corp. $86,443 $151,960
Helitek Company Ltd. 287,633 267,883
Sharp Right Limited 43,468 39,179
Wafer Works (Shanghai) Co., Ltd. (55) (49)
Wafer Works (Yangzhou) Corp. - 73
Wafer Works (Zhengzhou) Corp. 35,799 -
Zhengzhou Airport Economy Zone WaferWorks - 12,129
Technology Corp.
Huaxin (Shanghai) Technology Co. Ltd. 103,196 149,347
Total 556,484 620,522
Less: loss allowance - -
Net $556,484 $620,522
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D.Other receivables

As of December 31,
2022 2021
Sharp Right Limited $49,301 $45,432
Wafer Works (Shanghai) Co., Ltd. 37 299
Helitek Company Ltd. 111 133
Huaxin (Shanghai) Technology Co. Ltd. - 25,066
Total $49,449 $70,930
E.Accounts payable - related parties
As of December 31,
2022 2021
Wafer Works (Yangzhou) Corp. $24,999 $41,536
Helitek Company Ltd. 2,317 3,402
Huaxin (Shanghai) Technology Co. Ltd. - 97,626
Total $27,316 $142,564
F.Other payable
As of December 31,
2022 2021
Helitek Company Ltd. $469 $688
Wafer Works (Shanghai) Co., Ltd. - 2,594
Total $469 $3,282
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G.Purchase of property, plant and equipment

Reference basis for

Asset Related parties Purchase price price decision

2022

None

2021

Machinery Subsidiaries $2,594 negotiation

H.Key management personnel compensation
For the year ended
December 31,
2022 2021

Short-term employee benefit $40,013 $28,612
Post-employment benefit 736 659
Total $40,749 $29,271

8. Assets pledged as collateral

Carrying amount

As of Dec. 31,

Assets pledged for security 2022 2021 Secured liabilities
Refundable deposits $- $3,872 Litigation deposit
Financial assets measured at amortized 8,195 7,006 Long-term loans

cost-current
Financial assets measured at amortized 6,500 - Customs duty guarantee
cost-current
Financial assets measured at amortized 21,967 9,967 Land leased
cost-noncurrent
Property, plant and equipment — land 259,131 259,131 Long-term loans
Property, plant and equipment — buildings 1,017,579 1,158,060 Long-term loans
Property, plant and equipment-Machinery 91,662 - Long-term loans

and equipment
Total

$1,405,034 $1,438,036
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9. Significant contingencies and unrecognized contract commitments

(@)As of December 31, 2022, outstanding contracts related to the purchased property, plant and
equipment were as follows:

Type of Asset Total Amount Amount paid to date  Amount outstanding
Equipment $1,471,850 $1,054,775 $417,075
Construction 571,735 398,017 173,718
Total $2,043,585 $1,452,792 $590,793

The above amount paid are classified under prepayment for equipment, construction in progress
and equipment awaiting examination.

(b)The Company signed a 8-year and a 7-year purchase contracts with Supplier A for the period
from January 1, 2009 through December 31, 2016 and January 1, 2008 through December 31,
2016 for stabilizing the material sources and to enhance the relationship with the supplier. On
July 31, 2015, the agreements have been effectively extended for the maturities at December 31,
2020 and December 31, 2022, respectively. Under the agreements, installment prepayments
which are to be offset by the Company’s future purchase orders were agreed and paid by the
Company.

The Company and Supplier A signed an agreement to terminate the purchase contracts on
August 18, 2022. The rights and obligations of both parties in the original contracts were
terminated at the same time. Supplier A agreed to return part of the payment. The Company
recognized loss of prepayment for purchasing materials in the amount of NT$183,302, booked
under other losses for the year ended December 31, 2022.

(c)The Company signed a 3-year purchase contracts with Supplier B for the period from August
16, 2021 through August 16, 2024 for stabilizing the material sources and to enhance the
relationship with the supplier. Under the agreements, installment prepayments which are to be
offset by the Company’s future purchase orders were agreed and paid by the Company.

(d)The Company signed a 3-year purchase contracts with Supplier C for the period from August
15, 2022 through December 31, 2025 for stabilizing the material sources and to enhance the
relationship with the supplier. Under the agreements, installment prepayments which are to be
offset by the Company’s future purchase orders were agreed and paid by the Company.
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(e)To extend long-term business, the Company co-operated with its customers via strategic
alliances. During 2008, the Company signed a long-term sale contract with its customers A. The
Company will provide the silicon wafer solar to its customers from January 1, 2011 to December
31, 2016. The contract regulated the obligations that customers should fulfill orders and the
Company could receive advance payment by installment. As customers fulfill an obligation of
orders, and the Company could offset against sales by advance sales receipts.

However, during the contract period, customer A did not fulfill its obligation in accordance with
the terms of the contract. On January 13, 2016, the Company therefore filed a damages claim to
the Hsinchu District Court. On October 13, 2017, the Hsinchu District Court decided in favor of
the Company that customer A shall pay to the Company NT$500,000 thousand plus the interest
calculated at 5% annual interest rate for the period from December 23, 2015 to the settlement
date in addition to a prepayment of US$16,240 thousand to be confiscated by the Company.
Customer A appealed to the Taiwan High Court on October 31, 2017. On January 27, 2021, the
Taiwan High Court dismissed the appeal. Customer A appealed to the Supreme Court on
February 23, 2021. On November 3, 2021, the Supreme Court set aside the original judgment,
and returned the case to the Taiwan High Court. The Company and Customer A ended the
proceedings in accordance with the result of the reconciliation in the Taiwan High Court. Based
on the result of the reconciliation, the Company confiscated the prepayment from Customer A
and collected the damages on September 8, 2022.

(To develop long-term business and establishing long-term strategic alliances relation with
downstream suppliers. The Company is entitled to receive in advance specific payments in an
installment basis while customers shall put their purchase orders in compliance with the
regulation within the agreement by using its prepayment. As of December 31, 2022, the
Company’s contracts are as follows:

Balances of

Contract

Customer Contract Period Liabilities
Customer B 2018.10.01~2022.12.31 $3,806
Customer C 2022.01.01~2024.12.31 149,747
Customer D 2021.10.01~2023.09.30 23,877
Total $177,430
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(9)As of December 31, 2022, the Company issued a tariff guarantee of NT$29,000 thousand to the
bank for the purpose of importing goods.

10. Losses due to major disasters

None.

11. Significant subseguent events

A. On March 15, 2023, the Company’s board of directors resolved to issue restricted stock for
employees. The number of shares to be issued shall not exceed 1,500,000 shares, and the
actual terms of issuance and subscription are subject to the approval of the shareholders'
meeting.

B. On March 15, 2023, the Company’s board of directors resolved to have Wafer Works
(Shanghai) Co., Ltd. go for an initial public offering of RMB ordinary shares and apply to be
listed on the Science and Technology Innovation Board of Shanghai Stock Exchange. Due to
amendments to local regulations, adjustments and new commitments, the Company assessed
that there was no significant impact on the finance, business or shareholders’ equity of the
Company and its subsidiaries. The above commitments can be found on the “Market
Observation Post System” on TWSE website.
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12. Others

(1)Categories of financial instruments

Financial assets at fair value through profit or loss:
Mandatorily measured at fair value through profit
or loss

Financial assets measured at amortized cost
Cash and cash equivalents
Certificate of deposit — restricted
Accounts receivables
Accounts receivables — related party
Other receivables
Other receivables — related party

Total

Financial liabilities measured at amortized cost:

Short-term borrowings

Payable

Long-term borrowings (including current portion
with maturity less than 1 year)

Bonds payable

Lease liabilities (including current portion with
maturity less than 1 year)

Total

(2)Financial risk management objectives and policies

The Company’s principal financial risk management objective is to manage the market risk,
credit risk and liquidity risk related to its operating activates. The Company identifies,

As of December 31,
2022 2021
$119 $2,113
3,236,935 3,862,033
36,662 16,973
724,962 781,606
556,484 620,522
42,701 22,754
49,449 70,930
$4,647,312 $5,376,931
As of December 31,
2022 2021
$513,372 $291,083
1,341,314 1,237,299
1,536,706 1,707,711
288,510 284,385
232,671 49,637
$3,912,573 $3,570,115

measures, and manages the aforementioned risks based on its policy and risk appetite.
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The Company has established appropriate policies, procedures and internal controls for
financial risk management. Before entering into significant transactions, due approval process
by the Board of Directors and Audit Committee must be carried out based on related protocols
and internal control procedures. The Company complies with its financial risk.

(3)Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of the changes in market prices. Market prices comprise currency risk,
interest rate risk and other price risk (such as equity risk).

In practice, it is rare that a single risk variable will change independently from other risk
variable, i.e. there are usually interdependencies between risk variables. However, the
sensitivity analysis disclosed below does not take into account the interdependencies between
risk variables.

Foreign currency risk

The Company’s exposure to the risk of changes in foreign exchange rates relates primarily to
the Company’s operating activities (when revenue or expense are denominated in a different
currency from the Company’s functional currency) and the Company’s net investments in
foreign subsidiaries.

The Company has certain foreign currency receivables to be denominated in the same foreign
currency as certain foreign currency payables, therefore natural hedge is achieved. Therefore,
hedge accounting is not adopted.

The foreign currency sensitivity analysis of the possible change in foreign exchange rates on
the Company’s profit/loss and equity is performed on significant monetary items denominated
in foreign currencies as of the reporting period-end. The Company’s foreign currency risk is
mainly related to volatility in the exchange rates of US dollars. The information of the
sensitivity analyses is as follows:

When NTD strengthens/weakens against USD by 1%, the profit for the years ended December
31, 2022 and 2021 is decreased/increased by NT$ 8,681 thousand and NT$12,694 thousand,
respectively.
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Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The Company’s exposure to interest rate
risk relates primarily to the Company’s investments with variable interest rates and bank
borrowings with fixed interest rates and variable interest rates, which are all categorized as
bank borrowings and receivables.

The interest rate sensitivity analysis is performed on items exposed to interest rate risk as at
the end of the reporting period, including investments and borrowings with variable interest
rates and interest rate swaps. At the reporting date, a change of 10 basis points of interest rate
in a reporting period could cause the profit for the years ended December 31, 2022 and 2021
to decreased/increased by NT$2,050 thousand and NT$1,999 thousand, respectively.

Equity price risk

The fair value of the Company’s listed and unlisted equity securities are susceptible to market
price risk arising from uncertainties about future values of the investment securities. The
Company’s listed equity securities, including fair value through other comprehensive income.
The Company manages the equity price risk through diversification and placing limits on
individual and total equity instruments. Reports on the equity portfolio are submitted to the
Company’s senior management on a regular basis. The Board of Directors reviews and
approves all equity investment decisions.

(4)Credit risk management

Credit risk is the risk that the counterparty will not meet its obligations under a contract, leading
to a financial loss. The Company is exposed to credit risk from operating activities (primarily
for accounts receivables and notes receivables) and from its financing activities, including bank
deposits and other financial instruments.

Credit risk is managed by each business unit subject to the Company’s established policy,
procedures and control relating to credit risk management. Credit limits are established for all
counter parties based on their financial position, rating from credit rating agencies, historical
experience, prevailing economic condition and the Company’s internal rating criteria etc.
Certain counter parties’ credit risk will also be managed by taking credit enhancing procedures,
such as requesting for prepayment or insurance.
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As of December 31, 2022 and 2021, receivables from the top ten customers were accounted
for 74.04% and 71.95% of the Company’s total accounts receivable, respectively. The
concentration of credit risk is relatively not significant for the remaining receivables.

Credit risk from balances with banks, fixed-income securities and other financial instruments
is managed by the Company’s finance division in accordance with the Company’s policy. The
counterparties that the Company transacts with are determined by internal control procedures.
They are banks with fine credit ratings and financial institutions, corporate and government
agencies with investment-grade credit ratings. Thus, there is no significant default risk.
Consequently, there is no significant credit risk for these counter parties.

The Company adopted IFRS 9 to assess the expected credit losses. Except for the loss
allowance of trade receivables is measured at lifetime expected credit losses, the remaining
debt instrument investments which are not measured at fair value through profit or loss, low
credit risk for these investments is a prerequisite upon acquisition and by using their credit risk
as a basis for the distinction of categories.

Financial assets are written off when there is no realistic prospect of future recovery (the issuer
or the debtor is in financial difficulties or bankruptcy).

(5)Liquidity risk management

The Company maintains financial flexibility through the use of cash and cash equivalents,
highly-liquid marketable securities, bank loans, etc. The table below summarizes the maturity
profile of the Company’s financial liabilities based on the contractual undiscounted payments
and contractual maturity. The payment amount includes the contractual interest. The
undiscounted interest payment relating to borrowings with variable interest rates is
extrapolated based on the estimated yield curve as of the end of the reporting period.
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Non-derivative financial instruments

Less than 1 Over than
year lto2years 2to3years 3to4years 4toS5 years 5 years Total

As of Dec. 31, 2022

Borrowings $891,038 $513,249 $664,302 $63,642 $33,504 $- $2,165,735
Payables 1,341,314 - - - - - 1,341,314
Lease Liabilities 19,595 19,595 19,595 19,595 19,595 182,301 280,276
As of Dec. 31, 2021

Borrowings $509,905 $357,663 $494,873 $665,632 $72,742 $- $2,100,815
Payables 1,237,299 - - - - - 1,237,299
Lease Liabilities 6,846 6,846 6,846 6,846 6,846 20,538 54,768

(6)Movement schedule of liabilities arising from financing activities

Movement schedule of liabilities for the year ended December 31, 2022:

Short-term Bonds Long-term Refundable Lease Total liabilities from
borrowings Payable borrowings deposits liabilities financing activities
As of January 1, 2022 $291,083 $284,385 $1,707,711 $95,991 $49,637 $2,428,807
Cash flows 222,289 - (171,600) (29,226) (10,651) 10,812
Non-cash changes
Lease modification - - - - 191,318 191,318
Interest of lease liabilities - - - - 2,367 2,367
Interest expense - 4,125 595 - - 4,720
As of December 31, 2022 $513,372 $288,510 $1,536,706 $66,765 $232,671 $2,638,024
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Movement schedule of liabilities for the year ended December 31, 2021:

Short-term Bonds Long-term Refundable Lease Total liabilities from
borrowings Payable borrowings deposits liabilities financing activities
As of January 1, 2021 $504,339 $- $1,616,946 $16,476 $55,179 $2,192,940
Cash flows (213,256) 296,434 91,900 79,515 (6,846) 247,747
Non-cash changes
Lease modification - - - - - -
Interest of lease liabilities - - - - 1,304 1,304
Other - (13,817) - - - (13,817)
Interest expense - 1,768 (1,135) - - 633
As of December 31, 2021 $291,083 $284,385 $1,707,711 $95,991 $49,637 $2,428,807

(7)Fair values of financial instruments

(a)The methods and assumptions applied in determining the fair value of financial instruments:

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. The following
methods and assumptions were used by the Company to measure or disclose the fair values
of financial assets and financial liabilities:

i. The carrying amount of cash and cash equivalents, accounts receivable, accounts payable
and other current liabilities approximate their fair value.

ii. For financial assets and liabilities traded in an active market with standard terms and
conditions, their fair value is determined based on market quotation price (including
listed equity securities and bonds) at the reporting date.

iii. The fair value of derivative financial instrument is based on market quotations. For
unquoted derivatives that are not options, the fair value is determined based on
discounted cash flow analysis using interest rate yield curve for the contract period. Fair
value of option-based derivative financial instruments is obtained using the option
pricing model.
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iv. The fair value of other financial assets and liabilities is determined using discounted cash
flow analysis. The interest rate and discount rate are selected with reference to those of
similar financial instruments.

(b)Fair value of financial instruments measured at amortized cost

Other than the item is listed in the table below, the carrying amount of the Company's
financial assets and liabilities measured at amortized cost approximate their fair value.

Carrying amount
Dec. 31, 2022 Dec. 31, 2021

Financial liabilities
Bonds payable $288,510 $284,385

Fair value
Dec. 31, 2022 Dec. 31, 2021

Financial liabilities
Bonds payable $282,512 $284,714

(c)Fair value measurement hierarchy for financial instruments

Please refer to Note 12(9) for fair value measurement hierarchy for financial instruments of
the Company.

(8)Derivative financial instruments

The related information for derivative financial instruments not qualified for hedge accounting
and not yet settled as of December 31, 2022 and 2021 is as follows:

Embedded derivatives

The embedded derivatives arising from issuing convertible bonds have been separated from
the host contract and carried at fair value through profit or loss. Please refer to Note 6 for
further information on this transaction.
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(9)Fair value measurement hierarchy
(a)Fair value measurement hierarchy
All asset and liabilities for which fair value is measured or disclosed in the financial
statements are categorized within the fair value hierarchy, based on the lowest level input
that is significant to the fair value measurement as a whole. Level 1, 2 and 3 inputs are

described as follows:

Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or
liabilities that the entity can access at the measurement date

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly or indirectly

Level 3 — Unobservable inputs for the asset or liability
For assets and liabilities that are recognized in the financial statements on a recurring basis,
the Company determines whether transfers have occurred between Levels in the hierarchy
by re-assessing categorization at the end of each reporting period.

(b)Fair value measurement hierarchy of the Company’s assets and liabilities
The Company does not have assets that are measured at fair value on a non-recurring basis.
Fair value measurement hierarchy of the Company’s assets and liabilities measured at fair
value on a recurring basis is as follows:

As of December 31, 2022

Level 1 Level 2 Level 3 Total

Financial assets:

Financial assets at fair value through

profit or loss

Embedded derivatives $- $- $119 $119
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As of December 31, 2021

Level 1 Level 2 Level 3 Total

Financial assets:
Financial assets at fair value through

profit or loss

Embedded derivatives $- $- $2,113 $2,113

Transfers between Level 1 and Level 2 during the period

During the years ended December 31, 2022 and 2021, there were no transfers between
Level 1 and Level 2 fair value measurements.

Reconciliation for fair value measurements in Level 3 of the fair value hierarchy for
movements during the period is as follows:

Assets

At fair value through profit or

loss

As of January 1, 2022 $2,113

Acquisition/issues for the period -

Total gains recognized
Amount recognized in profit or loss (presented in

“other gains and losses*) (1,994)

As of December 31, 2022 $119
Assets

At fair value through profit or

loss
As of January 1, 2021 $-
Acquisition/issues for the period 1,260
Total gains recognized
Amount recognized in profit or loss (presented in
“other gains and losses*) 853
As of December 31, 2021 $2,113
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Total gains and losses recognized in profit or loss in the table above contain gains and
losses related to assets or liabilities on hand as of December 31, 2022 and 2021 in the
amount of NT$(1,994) thousand and NT$853 thousand, respectively.

Information on significant unobservable inputs to valuation

Description of significant unobservable inputs to valuation of recurring fair value
measurements categorized within Level 3 of the fair value hierarchy is as follows:

As of December 31, 2022

Significant Relationship
Valuation unobservable Quantitative between inputsand  Sensitivity of the
techniques inputs information fair value input to fair value
Financial
liabilities:
At fair value
through profit
or loss
Embedded Binary tree- Volatility 43.08%  The higher the 5% increase
derivatives based model volatility, the (decrease) in the
for valuation higher the fair volatility would
of convertible value of the result in increase
bonds embedded (decrease) in the
derivatives Company’s profit
or loss by NT$10
thousand
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As of December 31, 2021:

Significant Relationship
Valuation unobservable Quantitative between inputsand  Sensitivity of the
techniques inputs information fair value input to fair value
Financial
liabilities:
At fair value
through profit
or loss
Embedded Binary tree- Volatility 54.38%  The higher the 5% increase
derivatives based model volatility, the (decrease) in the
for valuation higher the fair volatility would
of convertible value of the result in increase
bonds embedded (decrease) in the
derivatives Company’s profit
or loss by NT$150
thousand

(c)Fair value measurement hierarchy of the Company’s assets and liabilities not measured at
fair value but for which the fair value is disclosed

As of December 31, 2022

Level 1 Level 2 Level 3 Total
Financial liabilities not measured at
fair value but for which the fair
value is disclosed:
Bonds payables (Please refer to the
Note 6(12)) $- $  $282,512 $282,512
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As of December 31, 2021

Level 1 Level 2 Level 3 Total
Financial liabilities not measured at
fair value but for which the fair
value is disclosed:
Bonds payables (Please refer to the
Note 6(12)) $- $-  $284,714  $284,714

(10)Significant assets and liabilities denominated in foreign currencies

Information regarding the significant assets and liabilities denominated in foreign currencies
is listed below:

As of December 31, 2022

Foreign Foreign
currencies exchange rate NTD

Financial assets
Monetary items:

uUsSD $49,753 30.71 $1,527,915
Non Monetary items:

uUsD $181,161 30.71 $5,563,454
Financial liabilities
Monetary items:

uUsD $21,486 30.71 $659,845
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As of December 31, 2021

Foreign Foreign
currencies exchange rate NTD

Financial assets
Monetary items:

usD $61,821 27.68 $1,711,199
Non Monetary items:

usD $171,999 27.68 $4,760,941
Financial liabilities
Monetary items:

usD $15,960 27.68 $441,783

The above information is disclosed based on the carrying amount of foreign currency (after
conversion to functional currency).

The Company’s functional currency is variety. It is impossible to disclose the foreign
exchange gains or losses on monetary financial assets and financial liabilities with
significant influence by each functional currency. The Foreign exchange gains or losses of
the Company amounted to NT$111,392 thousand and NT$(13,873) thousand respectively
for the years ended December 31, 2022 and 2021.

(11)Capital management

The primary objective of the Company’s capital management is to ensure that it maintains a
strong credit rating and healthy capital ratios in order to support its business and maximize
shareholder value. The Company manages its capital structure and makes adjustments to it,
in light of changes in economic conditions. To maintain or adjust the capital structure, the
Company may adjust dividend payment to shareholders, return capital to shareholders or
issue new shares.
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13. Other disclosure

(1) Information on significant transactions:

a. Financing provided to others for the year ended December 31, 2022: None.

b. Endorsement/Guarantee provided to others for the year ended December 31, 2022: Please
refer to Attachment 1.

c. Securities held as of December 31, 2022 (excluding subsidiaries, associates and joint
ventures): None.

d. Individual securities acquired or disposed of with accumulated amount exceeding the lower
of NT$300 million or 20 percent of capital stock for the year ended December 31, 2022:

None.

e. Acquisition of individual real estate with amount exceeding the lower of NT$300 million
or 20 percent of capital stock for the year ended December 31, 2022: None.

f. Disposal of individual real estate with amount exceeding the lower of NT$300 million or
20 percent of capital stock for the year ended December 31, 2022: None.

0. Related party transactions for purchases and sales amounts exceeding the lower of NT$100
million or 20 percent of capital stock for the year ended December 31, 2022: Please refer

to Attachment 2.

h. Receivables from related parties with amounts exceeding the lower of NT$100 million or
20 percent of capital stock as of December 31, 2022: Please refer to Attachment 3.

i. Financial instruments and derivative transactions: None.

(2) Information on investees:

A. Investees over whom the Company exercises significant influence or control (excluding
investees in Mainland China): Please refer to Attachment 4.
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B. Investees over which the Company exercises control shall be disclosed of information
under Note 13(1):

(a) Financing provided to others for the year ended December 31, 2022: Please refer to
Attachment 5.

(b) Endorsement/Guarantee provided to others for the year ended December 31, 2022:
Please refer to Attachment 1.

(c) Securities held as of December 31, 2022 (excluding subsidiaries, associates and joint
ventures): Please refer to Attachment 6.

(d) Individual securities acquired or disposed of with accumulated amount exceeding the
lower of NT$300 million or 20 percent of capital stock for the year ended December

31, 2022: None.

(e) Acquisition of individual real estate with amount exceeding the lower of NT$300
million or 20 percent of capital stock for the year ended December 31, 2022: None.

(F) Disposal of individual real estate with amount exceeding the lower of NT$300 million
or 20 percent of capital stock for the year ended December 31, 2022: None.

(9) Related party transactions for purchases and sales amounts exceeding the lower of
NT$100 million or 20 percent of capital stock for the year ended December 31, 2022:

Please refer to Attachment 7.

(h) Receivables from related parties with amounts exceeding the lower of NT$100 million
or 20 percent of capital stock as of December 31, 2022: Please refer to Attachment 8.

(1) Financial instruments and derivative transactions: None.
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(3) Information on investments in Mainland China:

A. Investee company name, main businesses and products, total amount of capital, method of investment, accumulated inflow and outflow of
investments from Taiwan, net income (loss) of investee company, percentage of ownership, investment income (loss), book value of
investments, cumulated inward remittance of earnings and limits on investment in Mainland China:

Amount in thousand; Currency denomination in NTD unless otherwise specified

Accumulated Accumulated Net
_ Investment Flows _ Percentage _ Accumulated
Main Total Amount Outflow of Outflow of  [income(loss) Investment Carrying )
Investee . o Method of ] of ] Inward Remittance
Business and| of Pain-in Investment from Investment from | of investee | income(loss) | Value as of )
company ) Investment . . Ownership ) of Earnings as of
Product Capital Taiwanasof | Outflow | Inflow | Tajwanasof | company recognized |Dec. 31, 2022
Dec. 31, 2022
Jan. 1, 2022 Dec. 31, 2022
R&D,
Wafer Works production
) $2,627,380 $779,760 $5,250,379
(Shanghai) Co., | and sales of - $510,951 $- $- $510,951 $1,628,534 | 47.88% $-
(Notel&3) (Note3&4) (Note3&4)
Ltd. (Notel0)  |semiconductor
materials
R&D,
production
Wafer Works $2,152,022 $1,097,559 $1,693,811
o and sales of - $516,782 $- $- $516,782 $1,099,295 | 47.88% $-
Epitaxial Corp. (Note3&6) (Note3&4) (Note3&4)
semiconductor
materials
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Accumulated

Investment Flows

Accumulated

Net

Percentage

Accumulated

Main Total Amount Outflow of Outflow of  |income(loss) Investment Carrying )
Investee . o Method of ) of ] Inward Remittance
Business and| of Pain-in Investment from Investment from | of investee | income(loss) | Value as of ]
company ) Investment ) ) Ownership ) of Earnings as of
Product Capital Taiwan as of | Outflow | Inflow | Taiwanasof | company recognized |Dec. 31, 2022
Dec. 31, 2022
Jan. 1, 2022 Dec. 31, 2022
R&D,
Wafer Works production
$480,629 $35,365 $236,888
(Yangzhou) and sales of Note 2 $- $- $- $- $35,365 | 47.88% $-
(Note3&7) (Note3&4) (Note3&4)
Corp. semiconductor
materials
R&D,
Wafer Works production
$4,497,623 $666,986 $2,375,189
(Zhengzhou) and sales of Note 8 $- $- $- $- $666,986 | 47.88% $-
(Note3&8) (Note3&4) (Note3&4)
Corp. semiconductor
materials
R&D,
Zhengzhou Airport
production
Economy Zone $- -% $(13,886) $-
and sales of Note 9 $- $- $- $- $(13,886) $-
WaferWorks (Note3,9&13) (Notel3) | (Note3,4&13) | (Note3,4&13)

Technology Corp.

semiconductor

materials
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Accumulated

Investment Flows

Accumulated

Net

Percentage

Accumulated

Main Total Amount Outflow of Outflow of  |income(loss) Investment Carrying )
Investee . o Method of ) of ] Inward Remittance
Business and| of Pain-in Investment from Investment from | of investee | income(loss) | Value as of ]
company ) Investment ) ) Ownership ) of Earnings as of
Product Capital Taiwan as of | Outflow | Inflow | Taiwanasof | company recognized |Dec. 31, 2022
Dec. 31, 2022
Jan. 1, 2022 Dec. 31, 2022
Huaxin (Shanghai)
Selling $30,211 $(115,158) $(68,166)
Technology Co. Note 12 $30,211 $- $- $30,211 $(115,158) | 100.00% $-
business (Notell) (Note3&4) (Note3&4)
Ltd

Investee company

Accumulated Investment in Mainland

China as of Dec. 31, 2022

Investment Amounts Authorized by
Investment Commission, MOEA

Upper Limit on Investment

Wafer Works (Shanghai) Co., Ltd. $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.
$30,211 $30,211 Note 5

Huaxin (Shanghai) Technology Co.

Ltd.
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Note 1: 53.6413% shares of Wafer Works (Shanghai) Co., Ltd. owned by Silicon Technology Investment (Cayman) Corp. But 89.2615% shares of
Silicon Technology Investment (Cayman) Corp. owned by Wafer Works Investment Corp. Therefore, Wafer Works (Shanghai) Co., Ltd.
indirectly invested by Wafer Works Corp.

Note 2: Wafer Works (Shanghai) Co., Ltd. invested directly to Wafer Works (YYangzhou) Corp.

Note 3: Foreign currencies were converted into New Taiwan dollars based on exchanged rate on December 31, 2022.

Note 4: The investment income (loss) recognized under equity method and by calculation was based on audited financial statements.

Note 5: The Company qualified and approved by Taiwan, R.O.C. government to be operation headquarter in Taiwan, thus there are no limitation
of investee in mainland China.

Note 6: It was a wholly-owned subsidiary by the Company’s indirect subsidiary, Silicon Technology Investment (Cayman) Corp. The Company’s
board in a meeting held on November 10, 2016 has resolved that Silicon Technology Investment (Cayman) Corp. participates in a cash
addition conducted by Wafer Works (Shanghai) Co., Ltd. by using all ownership interest on Wafer Works Epitaxial Corp. As a result of
the capital addition, Wafer Works (Shanghai) Co., Ltd. owns 100% interest of Wafer Works Epitaxial Corp.

Note 7: The Company’s board in a meeting held on November 10, 2016 resolved that Wafer Works (Shanghai) Co., Ltd. participates in a cash

addition conducted by Wafer Works (Yangzhou) Corp. for 30% ownership interest.

Note 8: The Company’s board has resolved on February 16, 2017 Wafer Works (Zhengzhou) Corp. to be established through Wafer Works
(Shanghai) Co., Ltd.’s investment.

Note 9: Zhengzhou Airport Economy Zone WaferWorks Technology Corp. has been established by Wafer Works (Shanghai) Co., Ltd. in November
20109.

Note 10: Wafer Works (Shanghai) Co., Ltd. applied for a shareholding restructuring to become a company limited by shares in September 2019.
The registration procedures were completed on December 17, 20109.

Note 11: The paid-in capital is USD1,000 thousand, equivalent to NT$30,211 thousand.

Note 12: The Company invested directly to Huaxin (Shanghai) Technology Co. Ltd.

213



English Translation of Parent-Company-Only Financial Statements and Footnotes Originally Issued in Chinese
WAFER WORKS CORPORATION
Notes to the Parent-Company-Only Financial Statements
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

Note 13: The Company resolved at its shareholder’s meeting held on April 8, 2022 that its subsidiary, Wafer Works (Zhengzhou) Corp. merge with
another subsidiary: Zhengzhou Airport Economy Zone Wafer Works Technology. Wafer Works (Zhengzhou) Corp. is the surviving

company. Zhengzhou Airport Economy Zone Wafer Works Technology Corp. is the dissolved company. The cancellation of registration
was completed on June 30, 2022.
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B. Significant transactions with the investees in mainland China:

(a)Purchase and accounts payable with the related parties:

Purchase Accounts payable
Amount % Amount %
Huaxin (Shanghai) Technology Co.
Ltd. $67,679 2.95% $- -%
Wafer Works (YangZhou) Corp. 280,017 12.21 24,999 5.67
Total $347,696 15.16% $24,999 5.67%

Purchasing prices of the Company to related parties have the same product prices as
purchase to non-related parties. Payment terms are also similar to the ones for non-related
parties, which is 30 to 60 days from delivery by telegraphic transfer.

(b)Sales and receivables with the related parties:

Operating revenue

Accounts receivable

Amount % Amount %
Wafer Works Epitaxial Corp. $463,796 7.01% $86,443 6.75%
Wafer Works (Shanghai) Co., Ltd. - - (55) -
Huaxin (Shanghai) Technology Co.

Ltd. 61,586 0.93 103,196 8.05
Wafer Works (Zhengzhou) Corp. 115,847 1.75 35,799 2.79
Zhengzhou Airport Economy Zone

WaferWorks Technology Corp. 11,700 0.18 - -
Total $652,929 9.87%  $225,383 17.59%

Sales of the Company to related parties have the same product prices as sales to non-related
parties. Collection terms are also similar to the ones for non-related parties, which is 60

days from delivery by telegraphic transfer.
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(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

(d)The purpose and balance of a note guarantee and a guarantee endorsement or providing for
secure: Please refer to Attachment 1.

(e)The amount of maximum financing, the balance interest rates, and lump sum interest
expense: None

()The other events’ impact over current profit or loss or the significant influence of
transaction events over the financial conditions:

a.For the year ended December 31, 2022, the Company purchased raw materials on behalf
of Wafer Works (Shanghai) Co., Ltd. in the amount of NT$37 thousand, respectively,
which were recorded under other receivables.
(4) Information on major shareholders:

None.

14. Segment information

The Company has provided the operating segments disclosure in the consolidated financial
statements.
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ATTACHMENT 1 ( Endorsement/Guarantee provided to others for the year ended December 31, 2022 )

( Al the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP.
Receiving party
Percentage of accumulated
Limit of Maximum guarantee amount to net assets Limit of total Guarantee Guarantee Guarantee Provided
No. guarantee/endorsement amount balance for the Actual amount Amount of collateral value from the latest financial guarantee/endorsement Provided by Provided by to Subsidiaries in
(Notel) Endorser/Guarantor Company name Relationship (Note2) for receiving party (Note3) period Ending balance provided guarantee/endorsement statement amount (Note3) Parent Company A Subsidiary Mainland China
1 Wafer Works Wafer Works Affiliated Company $5,159,581 $1,969,122 $1,582,472 $1,005,584 $- 12.27% $5,159,581 N N Y
(Shanghai) Corp. (Zhengzhou) Corp.

Notel : Wafer Works Corp. and its subsidiaries are coded as follows:

Note2 :

1.Wafer Works Corp. is coded "0".

2.The subsidiaries are coded consecutively beginning from “1* in the order presented in the above table.

The relationship between the guarantor of the endorsement and the object to be guaranteed is as follows:

1.The company with business contacts.

2.The company directly and indirectly holds more than 50% of the shares with voting rights.

3.Companies that directly and indirectly holds more than 50% of the shares of the company with voting rights.

4.The company directly and indirectly holds more than 90% of the shares with voting rights.

5.Where a public company fulfills its contractual obligations by providing mutual endorsements/guarantees for another company in the same industry.

6.A company whose co-investment relationship is endorsed by all shareholders in proportion to their shareholding ratio.

7.The performance guarantee of the preconstruction real estate contract between the same industry in accordance with the Consumer Protection Law is jointly guaranteed.

Note3 : According to the procedures of Endorsement and Guarantee, the limitation of endorsement or guarantee for other subsidiaries shall not exceed 40% of the current net value of the Company. Also, the limitation of

endorsement or guarantee for one of the subsidiaries shall not exceed 10% of the current net value of Company, but the limitation of endorsement or guarantee for the Company shall be up to 40% of the current net
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ATTACHMENT 2 ( Related party transactions for purchases and sales amounts exceeding the lower of 100 million dollars or 20 percent of capital stock for the year ended December 31, 2022 )

(Al the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP.
Notes and accounts
Transactions Details of non-arm's length transaction receivables(payable)
Percentage of
Purchases total purchases Percentage of total
Company Related party Relationship (Sales) Amount (sales)(%) Term Unit Price Term Balance receivables(%4) Note
Wafer Works Corp. Wafer Works Affiliated Company Sales $463,796 7.01% Received at 60 days after shipment arrival N/A N/A $86,443 6.75%
Epitaxial Corp. by using telegraphic transfer (T/T)
Wafer Works Corp. Helitek Affiliated Company Sales $1,713,537 25.90% Received at 60 days after shipment arrival N/A N/A $287,633 22.45%
Company Ltd. by using telegraphic transfer (T/T)
Wafer Works Corp. Wafer Works Affiliated Company Sales $115,847 1.75% Received at 60 days after shipment arrival N/A N/A $35,799 2.79%
(Zhengzhou) Corp. by using telegraphic transfer (T/T)
Wafer Works Corp. Wafer Works Affiliated Company Purchases $280,017 12.21% Paid at 60 days after shipment arrival N/A N/A $(24,999) 5.67%

(YangZhou) Corp.

by using telegraphic transfer (T/T)
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ATTACHMENT 3 ( Receivables from related parties with amounts exceeding the lower of 100 million dollars or 20 percent of capital stock as of December 31, 2022 )

( Alll the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP.

Overdue receivables

Relationship with Turnover Amounts received in Allowance for
Company Related party the Company Ending Balance rate(times) Amount Collection status subsequent period doubtful accounts
Wafer Works Corp. Helitek Company Affiliated Company Accounts receivable 6.17 $- - $163,539 $-
Ltd. $287,633
Wafer Works Corp. HuaXin (Shanghai) Affiliated Company Accounts receivable 0.49 $- - $585 $-

Technology Co., Ltd.

$103,195
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ATTACHMENT 4 ( Ifan investor has the ability to exercise significant influence on investee or has material controlling power on investee )  ( Not including investment in Mainland China )

( All the currencies are denominated in Thousands of New Taiwan Dollars, HKD, and USD unless otherwise specified )

WAFER WORKS CORP.
Initial Investment Investments as of 31 December 2022
Percentage Net income Investment
Investor Investee Number of of ownership Book (loss)of income (loss)
Company Company Address Main businesses and products Ending balance Beginning balance shares (%) Value investee company recognized Note
Wafer Works Corp. Wafer Works Investment Vistra Corporate Services Centre, Investment Holding Company USD 66,566 USD 62,766 66,566,226 100.00% $5,509,855 $701,938 $697,704
Corp. Ground Floor NPF Building,
Beach Road, Apia, Samoa.
Wafer Works Corp. Heli-Vantech Corp. No.1, Ln. 445, Sec. 2, Design, trading and manufacturing of 5,000 5,000 500,000 100.00% 4,159 - -
semiconductor materials.
Meishih Rd., Yangmei Township,
Taoyuan County, Taiwan
Wafer Works Silicon Technology Grand Pavilion, Hibiscus Way, Investment Holding Company USD 53,141 USD 43,541 Common stock 1 89.26% 5,174,036 793,351 687,749
Investment Corp. Investment (Cayman) P.O. Box 31119, Preferred stockA 6,970,327
Corp. Grand Cayman, KY1-1205, Preferred stockB 38,991,198
Cayman Islands.
Wafer Works Wafermaster Investment Vistra Corporate Services Centre, Investment Holding Company USD 5,084 USD 5,084 5,083,900 100.00% 190,548 16,534 16,534
Investment Corp. Corp. Ground Floor NPF Building,
Beach Road, Apia, Samoa.
Silicon Sharp Right Limited Co., Ltd. Rooms 2006-8.20/F., Trading Company HKD 10 HKD 10 - 100.00% (94,936) - -
Technology Two Chinachem Exchange
Investment Square, 338 King's Road
(Cayman) Corp.
Wafermaster Helitek Company Ltd. 4033 Clipper CT Fremint, Manufacturing and trading of semiconductor USD 2,200 USD 2,200 3,400,000 100.00% 190,540 16,541 16,541
materials.
Investment Corp. CA 94538-6540 (Preferred stock 2,000,000)
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ATTACHMENT 5 ( Financing provided to others for the year ended December 31, 2022 )

( All the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP.

L . Maximum Nature of [ Amount of sales to Allowance for Collateral Limit of financing -
NO. (Notel) Lender Counter-party Financial accounting Related Party balance for the | Ending balance Actual e_1mount Interest rate | financing (purchases from) Reason_ for doubtful amount for individual le!l of total
account . provided financing financing amount|
period (Note 2) counter-party accounts counter-party
ltem Value
1 \Wafer Works Epitaxial Corp. Zhengzhou Airport Economy Zone Other receivables Yes $180,240 $- $- 4.35% 2 $- Business $- - $- $708,577 $708,577
WaferWorks Technology Corp. -related parties turnover (Note 3) (Note 3)
1 Wafer Works Epitaxial Corp. \Wafer Works (Shanghai) Co., Ltd. Other receivables Yes $180,240 $- $- 4.35% 2 $- Business $- - $- $708,577 $708,577
-related parties turnover (Note 3) (Note 3)

2 Silicon Technology Wafer Works (Shanghai) Co., Ltd. Other receivables Yes $40,554 $- $- 4.35% 2 $- Business $- - $- $1,161,946 $1,161,946
Investment (Cayman) -related parties turnover (Note 4) (Note 4)
Corp.

Note 1: WAFER WORKS CO., Ltd. and subsidiaries are coded as follows:

1.WAFER WORKS CO., Ltd. is coded "0".

2.The 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 is coded "1".

2.Need for short term financing is 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, 2022.

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 December 31.

Note 4: Silicon Technology Investment (Cayman) Corp. limit of total financing amount shall not exceed 20% of net assets of value as of December 31, 2022.

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 December 31.

221



ATTACHMENT 6 (Securities held as of December 31, 2022) (excluding subsidiaries, associates and joint ventures)

(Al the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP.
As of December 31, 2022
Percentage of
ownership
Holding Company Securities Type and Name Relationship Financial Statement Account Shares/Units Book Value (%) Fair value
Wafer Works Can Yang Investments Limited - Financial asset at fair value through OCI, noncurrent 153,488 $18,426 0.20% $5,066
Investment Corp. Loss: financial assets (13,360)
at fair value through other comprehensive
income, valuation adjustments
Net
$5,066
Wafer Works Solargiga Energy Holdings Limited - Financial asset at fair value through OCI, noncurrent 96,227,822 $165,863 2.8951% $104,209
Investment Corp. Loss: financial assets (61,654)
at fair value through other comprehensive
income, valuation adjustments
Net $104,209
Heli-Vantech Corp. New Solar Power Corp. - Financial asset at fair value through OCI, noncurrent 138,747 $5,622 0.01% $2,866
Loss: financial assets (2,756)
at fair value through other comprehensive
income, valuation adjustments
Net $2,866
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ATTACHMENT 7 ( Related party transactions for purchases and sales amount exceeding the lower of 100 million dollars or 20 percent of capital stock for the year ended December 31, 2022 )

( All the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP.

Notes and accounts

Transactions Details of non-arm's length transaction receivables(payable)
Percentage of
Purchase (sales) Purchases total purchases Percentage of total
company Counterparty Relationship (Sales) Amount (sales) (%) Term Unit Price Term Balance receivables(%) Note
Wafer Works (Shanghai) Co., Ltd. Wafer Works Epitaxial Corp. Affiliated Company Sales $336,823 84.18% Received at 60 days after shipment arrival N/A N/A $35,778 35.67%
by using telegraphic transfer (T/T)
Wafer Works (Zhengzhou) Corp. Wafer Works Epitaxial Corp. Affiliated Company Sales $2,540,777 87.36% Received at 60 days after shipment arrival N/A N/A $469,283 92.92%
by using telegraphic transfer (T/T)
Wafer Works (YangZhou) Corp. Wafer Works Corp. Affiliated Company Sales $280,017 72.41% Received at 60 days after shipment arrival N/A N/A $24,999 53.44%
by using telegraphic transfer (T/T)
Wafer Works Epitaxial Corp. Wafer Works (Zhengzhou) Corp.  Affiliated Company Sales $143,997 2.66% Received at 60 days after shipment arrival N/A N/A $25,654 1.87%
by using telegraphic transfer (T/T)
Wafer Works Epitaxial Corp. Wafer Works Corp. Affiliated Company Purchases $463,796 12.14% Paid at 60 days after shipment arrival N/A N/A $(86,443) (12.02)%
by using telegraphic transfer (T/T)
Helitek Company Ltd. Wafer Works Corp. Affiliated Company Purchases $1,713,537 98.25% Paid at 60 days after shipment arrival N/A N/A $(287,633) (99.37)%
by using telegraphic transfer (T/T)
Wafer Works (Zhengzhou) Corp. Wafer Works Corp. Affiliated Company Purchases $115,847 9.65% Paid at 60 days after shipment arrival N/A N/A $(35,799) (11.57)%
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ATTACHMENT 8 ( Receivable from related parties with amounts exceeding the lower of 100 million dollars or 20 percent of capital stock as of December 31, 2022 )

( Al the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP.
Overdue Receivables
Allowance for doubtful
Company Counterparty Relationship Ending Balance Turnover Rate (times) Amount Actions taken Subsequent collection accounts
Wafer Works (Zhengzhou) Corp. Wafer Works Affiliated Company Accounts receivable 6.30 $- - $- $-

Epitaxial Corp. $469,283
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V. The parent-subsidiary consolidated statement of the most recent year that has been audited
and certified by the CPAs

English Translation of Financial Statements and a Report 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 balance sheets of Wafer Works Corp. (the
“Company”) and its subsidiaries as of December 31, 2022 and 2021, and the related consolidated
statements of comprehensive income, changes in equity and cash flows for the years then ended, and
notes to the consolidated financial statements, including the summary of significant accounting

policies (together “the consolidated financial statements™).

In our opinion, based on our audits and the reports of other auditors (please refer to the Other Matter
— Making Reference to the Audit of a Component Auditor section of our report), the consolidated
financial statements referred to above present fairly, in all material respects, the consolidated financial
position of the Company and its subsidiaries as of December 31, 2022 and 2021, and their
consolidated financial performance and cash flows for the years then ended, in conformity with the
requirements of the Regulations Governing the Preparation of Financial Reports by Securities Issuers
and International Financial Reporting Standards, International Accounting Standards, Interpretations
developed by the International Financial Reporting Interpretations Committee or the former Standing
Interpretations Committee as endorsed by Financial Supervisory Commission of the Republic of
China.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and the Standards on Auditing of the Republic
of China. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Company and its subsidiaries in accordance with the Norm of Professional Ethics
for Certified Public Accountant of the Republic of China (the “Norm”), and we have fulfilled our
other ethical responsibilities in accordance with the Norm. Based on our audits and the reports of
other auditors, we believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of 2022 consolidated financial statements. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.

Revenue Recognition

We determine that revenue recognition is one of the key audit matters. The Company’s consolidated
revenue amounting to NT$12,677,431 thousand for the year ended December 31, 2022 is a significant
account to the Company’s consolidated financial statements. The Company has conducted these sale
activities in multi-marketplace, including Taiwan, China, Asia and Europe, etc. Furthermore, the
timing of fulfilling performance obligation needs to be determined based on varieties of sale terms
and conditions enacted in the main sale contracts or sale orders. We therefore conclude that there are
significant risks with respect to the topic of revenue recognition. Our audit procedures therefore
include, but not limit to, evaluating the properness of accounting policy for revenue recognition,
assessing and testing the effectiveness of relevant internal controls related to revenue recognition,
sampling-test of details, including obtaining major sale orders or agreements to inspect the terms and
conditions, checking the consistency of the fulfillment timing, and performance obligation for
revenue recognition with sale agreement or orders, performing analytical review procedures on
monthly sale revenues, executing sale cut-off tests, etc. We have also evaluated the appropriateness
of the related disclosure in Notes 4 and 6 to the consolidated financial statements.

Provision against inventory

We determine that provision against inventory is also one of the key audit matters. The Company and
its subsidiaries’ inventory in amount of NT$3,089,355 thousand, representing 11% of consolidated
total assets, as of December 31, 2022 is significant to the Company’s consolidated financial
statements. Due to material price being influenced by market demand and supply, the prices of
inventory tend to change rapidly. The determination of inventory’s net realizable value involved the
significant judgement from management. We decide it to be one of our key audit matters and our
audit procedures therefore have been prescribed to include, but not limit to, assessing the
appropriateness of the Company’s inventory provision policy (including how the management
estimates the net realizable value of inventory in considering of expecting demand and market values),
testing the effectiveness of internal control system and execution regarding inventory management,
evaluating the accuracy of the inventory’s net realizable value applied by management (including sale
price), test samples, etc. Also, we have evaluated the appropriateness of the related disclosure in
Notes 5 and 6 to the consolidated financial statements.
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Other Matter — Making Reference to the Audit of a Component Auditor

We did not audit the financial statements of Helitek Company Ltd. as of December 31, 2022 and
2021. Those financial statements were audited by other auditors whose reports have been furnished
to us. The amounts related to Helitek Company Ltd. were based on the other auditors’ reports. The
related total assets were NT$529,520 thousand and NT$445,562 thousand, representing 1.84% and
1.63% of the total consolidated assets, as of December 31, 2022 and 2021 respectively. And the
related net revenues of NT$1,816,629 thousand and NT$1,471,149 thousand, representing 14.33%
and 14.23% of the consolidated net revenue for the years then ended, respectively.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the requirements of the Regulations Governing the Preparation of
Financial Reports by Securities Issuers and International Financial Reporting Standards, International
Accounting Standards, Interpretations developed by the International Financial Reporting
Interpretations Committee or the former Standing Interpretations Committee as endorsed by Financial
Supervisory Commission of the Republic of China and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the ability
to continue as a going concern of the Company and its subsidiaries, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless management either
intends to liquidate the Company and its subsidiaries or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance, including audit committee or supervisors, are responsible for
overseeing the financial reporting process of the Company and its subsidiaries.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as awhole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not a
guarantee that an audit conducted in accordance with auditing standards generally accepted in the
Republic of China will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken based on these
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consolidated financial statements.

As part of an audit in accordance with the Standards on Auditing of the Republic of China, we
exercise professional judgment and maintain professional skepticism throughout the audit. We also:

1. Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the internal control of the Company and its subsidiaries.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

4. Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the ability to continue as a going concern of the
Company and its subsidiaries. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Company and its subsidiaries to cease to continue as a going concern.

5. Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the accompanying notes, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

6. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company and its subsidiaries to express an opinion on the
consolidated financial statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
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We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of 2022 consolidated financial statements and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public interest benefits of such communication.

We have audited and expressed an unqualified opinion including an Other Matter Paragraph on the
parent-company-only financial statements of the Company as of December 31, 2022 and 2021 and
for the years then ended.

/s/Cheng, Ching-Piao

/s/Chang, Chih-Ming

Ernst & Young

March 15, 2023

Taipei, Taiwan,
Republic of China

Notices to Readers

The accompanying consolidated financial statements are intended only to present the consolidated financial position,
results of operations and cash flows in accordance with accounting principles and practices generally accepted in the
Republic of China on Taiwan and not those of any other jurisdictions. The standards, procedures and practices to audit

such consolidated financial statements are those generally accepted and applied in the Republic of China on Taiwan.

Accordingly, the accompanying consolidated financial statements and report of independent accountants are not intended
for use by those who are not informed about the accounting principles or auditing standards generally accepted in the
Republic of China, and their applications in practice. As the financial statements are the responsibility of the management,
Ernst & Young cannot accept any liability for the use of, or reliance on, the English translation or for any errors or

misunderstandings that may derive from the translation.
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English Translation of Consolidated Financial Statements Originally Issued in Chinese

Wafer Works Corp. and Subsidiaries
Consolidated Balance Sheets
As of December 31, 2022 and 2021

(Amounts Expressed In Thousands of New Taiwan Dollars)

Assets As of December 31, 2022 As of December 31, 2021
Code Accounts Notes Amount % Amount 9%
Current assets
1100 | Cashand cash equivalents 4,6(1) $5,423,876 19 $5,736,575 21
1136 | Financial assets measured at amortized cost 4,6(4), 8 203,775 1 75,614 -
1150 | Notes receivable, net 4,6(5), 8 21,815 - 219,801 1
1170 | Accounts receivable, net 4, 6(6) 2,452,105 9 2,401,995 9
1200 | Other receivables 88,535 - 37,427 -
1310 Inventories, net 4,6(7) 3,089,355 11 2,359,750 9
1410 | Prepayments 6(8) 338,561 1 351,185 1
1470 | Other current assets 41,907 - 563,918 2
11xx Total current assets 11,659,929 41 11,746,265 43
Non-current assets

1510 Financial assets at fair value through profit or loss 4, 6(2), 6(15) 119 - 2,113 -
1517 | Financial asset at fair value through OCI 4,6(3) 112,141 - 149,325 1
1536 | Financial assets measured at amortized cost 4,6(4), 8 21,967 - 9,967 -
1600 | Property, plant and equipment, net 4,6(9), 8,9 15,310,321 53 13,402,062 49
1755 | Right-of-use assets, net 4,6(22), 8 1,035,899 4 592,240 2
1780 | Intangible assets, net 4, 6(10) 56,389 - 49,357 -
1840 | Deferred tax assets 4, 6(26) 43,433 - 40,918 -
1915 | Prepayment for equipment 9 400,119 2 1,034,928 4
1920 | Refundable deposits 8 79,222 - 34,049 -
1990 | Other non-current assets 9 48,904 - 296,473 1
15xx Total non-current assets 17,108,514 59 15,611,432 57
1xxx | Total Assets $28,768,443 100 $27,357,697 100

(The accompanying notes are an integral part of the consolidated financial statements.)
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English Translation of Consolidated Financial Statements Originally Issued in Chinese
Wafer Works Corp. and Subsidiaries
Consolidated Balance Sheets-(Continued)
As of December 31, 2022 and 2021
(Amounts Expressed In Thousands of New Taiwan Dollars)

Liabilities and Equity As of December 31, 2022 As of December 31, 2021

Code Accounts Notes Amount 9% Amount 9%

Current liabilities
2100 | Short-term loans 6(11), 8 $999,704 3 $1,976,531 7
2130 | Contract liability 6(20) 47 - 132,431 -
2170 | Accounts payable 806,031 3 671,247 2
2200 | Other payables 6(12) 1,316,480 5 1,277,593 5
2230 | Current income tax liabilities 4 629,560 2 241,934 1
2322 | Current portion of long-term loans 6(16), 8 1,092,611 4 633,865 3
2281 | Lease liability 4,6(22) 64,352 - 5,681 -
2399 | Other current liabilities 4,6(13) 4,697 - 3,944 -
21xx Total current liabilities 4,913,482 17 4,943,226 18

Non-current liabilities
2527 | Contract liability 6(20), 9 708,608 2 699,478 3
2530 | Bonds payable 4, 6(15) 288,510 1 284,385 1
2540 | Long-term loans 6(16), 8 3,239,631 11 4,167,002 15
2581 | Lease liability 4,6(22) 447,953 2 43,956 -
2630 | Long-termdeferred revenue 4,6(14) 357,556 1 392,181 2
2640 | Accrued pension liabilities 4,6(17) 29,694 - 50,276 -
2645 | Deposits received 66,765 - 95,991 -
25xx Total non-current liabilities 5,138,717 17 5,733,269 21
2xxx |Total liabilities 10,052,199 34 10,676,495 39
31xx |Equity attributable to shareholders of the parent
3100 | Capital 6(18)
3110 Common stock 5,409,336 19 5,408,984 20
3130 Bond conversion entitlement certificates - - 352 -
3200 | Capital surplus 6(18) 4,074,419 14 4,147,189 15
3300 | Retained earnings
3310 Legal reserve 500,513 2 393,239 1
3320 Special reserve 326,457 1 383,893 1
3350 Unappropriated earnings 2,853,686 11 1,452,830 6
3400 | Other components of equity (265,458) (1) (326,457) 1)
31xx Equity attributable to the parent company 12,898,953 46 11,460,030 42
36xx [Non-controlling interests 6(18) 5,817,291 20 5,221,172 19
3xxx | Total equity 18,716,244 66 16,681,202 61

Total liabilities and equity $28,768,443 100 $27,357,697 100

(The accompanying notes are an integral part of the consolidated financial statements.)
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English Translation of Consolidated Financial Statements Originally Issued in Chinese
Wafer Works Corp. and Subsidiaries

Consolidated Statements Of Comprehensive Incomes

For the Years Ended December 31, 2022 and 2021

(Amounts Expressed in Thousands of New Taiwan Dollars, Except for Earnings per Share)

2022 2021
Code Items Notes Amount % Amount %
4000 |Operating revenues 4, 6(20) $12,677,431 100 $10,341,276 100
5000 [Operating costs 6(7) (7,510,616) (59) (6,722,996) (65)
5900 |Gross profit 5,166,815 41 3,618,280 35
6000 |Operating expenses
6100 Sales and marketing (239,906) ) (271,855) ®3)
6200 General and administrative (753,895) 6) (670,860) 6)
6300 | Research and development (838,440) 7) (687,152) 7)
6450 | Expected credit gains (losses) 6(21) (820) - 1,091 -
Total operating expenses (1,833,061) (15) (1,628,776) (16)
6900 |Operating income 3,333,754 26 1,989,504 19
7000 |Non-operating incomes and expenses
7100 Interest incomes 6(24) 34,819 - 10,765 -
7010 | Other incomes 6(24) 102,646 1 81,455 1
7020 | Other gains or losses 6(24) 496,221 4 (34,047) -
7050 | Finance costs 6(24) (261,058) 2) (178,765) 2)
Total non-operating incomes and expenses 372,628 3 (120,592) (1)
7900 [Income before income tax 3,706,382 29 1,868,912 18
7950 |Income tax expenses 4, 6(26) (703,091) (5) (327,435) 3)
8200 [Net income 3,003,291 24 1,541,477 15
8300 |Other comprehensive income (loss) 6(25)
8310 |ltem that not be reclassified to profit or loss
8311 Actuarial gain (loss) from defined benefit plans 16,016 - 4,613 -
8316 Unrealized gains or losses on financial assets (51,819) - 105,861 1
at fair value through other comprehensive income (loss)
8360 |ltems that may be reclassified subsequently to profit or loss
8361 | Exchange differences on translation of foreign operations 201,719 1 (51,954) ()]
Total other comprehensive income (loss), net of tax 165,916 1 58,520 -
8500 [Total comprehensive income $3,169,207 25 $1,599,997 15
8600 |Net income attributable to:
8610 | Stockholders of the parent $2,164,939 17 $1,050,572 10
8620 [ Non-controlling interests 838,352 7 490,905 5
$3,003,291 24 $1,541,477 15
8700 |Total comprehensive income (loss) attributable to:
8710 | Stockholders of the parent $2,241,954 18 $1,130,173 11
8720 | Non-controlling interests 927,253 7 469,824 4
$3,169,207 25 $1,599,997 15
9750 |Earnings per share-basic (in NTD) 6(27) $4.00 $2.02
9850 |Earnings per share-diluted (in NTD) 6(27) $3.95 $2.01

(The accompanying notes are an integral part of the consolidated financial statements.)
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English Translation of Consolidated Financial Statements Originally Issued in Chinese
Wafer Works Corp. and Subsidiaries
Consolidated Statements of Changes in Equity
For the Years Ended December 31, 2022 and 2021

(Amounts Expressed In Thousands of New Taiwan Dollars)

Equity Attributable to Shareholders of the Parent
Capital Retained Earnings Others
Bond conversion Exchange differences Unrealized gain or loss on financial
entitlement Unappropriated arising on translation of assets at fair value through other Non-controlling
Common stock certificates Capital Surplus Legal Reserve Special Reserve Earnings foreign operations comprehensive income (loss) Total Interests Total Equity
Code Items 3100 3130 3200 3310 3320 3350 3410 3490 31XX 36XX 3XXX
Al (Balance as of January 1, 2021 $5,108,984 $- $2,641,147 $341,802 $593,580 $783,831 $(272,372) $(111,521) $9,085,451 $3,968,057 $13,053,508
Appropriation and distribution of 2020 earnings
B1 Legal reserve 51,437 (51,437) - -
B3 Special reserve (209,687) 209,687 - -
B5 Cash dividends-common shares (561,988) (561,988) (561,988)
C5  |Embedded conversion options derived from convertible bonds 12,787 12,787 12,787
D1  |Netincome for 2021 1,050,572 1,050,572 490,905 1,541,477
D3 |Other comprehensive income (loss), net of tax, for 2021. , 4,613 (30,873) 105,861 79,601 (21,081) 58,520
D5 |Total comprehensive income (loss) - - - - - 1,055,185 (30,873) 105,861 1,130,173 469,824 1,599,997
E1l |Capital increase by cash 300,000 1,255,255 1,555,255 1,555,255
11  |Shares from bonds converted 352 1,938 2,290 2,290
M7 [Change in ownership interest of subsidiaries 212,446 212,446 742,124 954,570
N1 |Share-based payment transaction 23,616 23,616 23,616
01 [Non-controlling interests increase (decrease) 41,167 41,167
Q1  |Equity instruments measured at fair value 17,552 (17,552) - -
through other comprehensive income
Z1 |(Balance as of December 31, 2021 5,408,984 352 4,147,189 393,239 383,893 1,452,830 (303,245) (23,212) 11,460,030 5,221,172 16,681,202
Appropriation and distribution of 2021 earnings
Bl Legal reserve 107,274 (107,274) - -
B3 Special reserve (57,436) 57,436 - -
B5 | Cash dividends-common shares (730,261) (730,261) (730,261)
D1 |Netincome for 2022 2,164,939 2,164,939 838,352 3,003,291
D3 |Other comprehensive income (loss), net of tax, for 2022. 16,016 112,818 (51,819) 77,015 88,901 165,916
D5 | Total comprehensive income (loss) - - - - - 2,180,955 112,818 (51,819) 2,241,954 927,253 3,169,207
11 [Shares from bonds converted 352 (352) - -
M5 [Difference between consideration and carrying amount of (72,770) (72,770) (218,294) (291,064)
subsidiaries aquires or disposed

01 [Non-controlling interests increase (decrease) (112,840) (112,840)
Z1 |(Balance as of December 31, 2022 $5,409,336 $- $4,074,419 $500,513 $326,457 $2,853,686 $(190,427) $(75,031) $12,898,953 $5,817,291 $18,716,244

(The accompanying notes are an integral part of the consolidated financial statements.)
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English Translation of Parent-Company-Only Financial Statements Originally Issued in Chinese

Wafer Works Corp. and Subsidiaries
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2022 and 2021

(Amounts Expressed in Thousands of New Taiwan Dollars)

Code Items 2022 2021 Code Items 2022 2021
AAAA |Cash flows from operating activities: BBBB |Cash flows from investing activities:
A10000 Net income before tax $3,706,382 $1,868,912 B00020 Proceeds from disposal of financial assets at fair value through other comprehensive income N 170,912
A20000 | Adjustments: B00040 Disposal (acquisition) of financial assets at amortised cost (140,161) 75,499
A20010 | profit or loss not effecting cash flows: B02700 | Acquisition of property, plant and equipment (2,794,125) (2,253,834)
A20100 Depreciation (Including right of use assets) 1,603,359 1,348,895 | B02800 |  Proceeds from disposal of property, plant and equipment 19,052 32,890
A20200 Amortization 11,275 12,435 | BO3700 | Decrease (increase) in refundable deposits (45,173) 4,217
A20300 Expected credit losses (gain on recovery) 820 (1,091) | BO4500 | Acquisition of intangible assets (17,628) (10,482)
A20400 Net loss (gain) of financial assets (liabilities) at fair value through profit or loss 1,994 (682) | B09900 Other investing activities 22,048 106,621
A20900 Interest expense 261,058 178,765 | BBBB Net cash provided by (used in) investing activities (2,955,987) (1,874,177)
A21200 Interest income (34,819) (10,765)
A21900 Share-based payment 5,540 64,783 CCCC |Cash flows from financing activities:
A22500 Loss (gain) on disposal of property, plant and equipment 8,484 122,609 | 00100 | Increase in (repayment of) short-term loans (976,827) (229,050)
A23100 Gain from disposal of investments _ (618) | C01200 | Issuance of corporate bonds - 296,434
A23700 Impairment loss on non-financial assets (2,196) (129,993) | C01600 | Increase in long-term loans 123,388 357,481
A29900 Loss (gain) on government grants (63,177) (50,184) | CO1700 | Repayment of long-term loans (720,704) (748,950)
A29900 Recognition of long-term prepayments for materials to loss 183,302 - | CO3000 | Increase in guarantee deposits received (29,226) 76,219
A29900 Recognition of Contract liabilities to income (433,826) - | C04020 | Payments of lease liabilities (66,386) (6,846)
A30000 | Changes in operating assets and liabilities: C04500 | Payment of cash dividends (730,261) (561,988)
A31115 Financial assets at fair value through profit or loss - 9,480 | C04600 | Capital increase by cash - 1,555,255
A31130 Notes receivable 197,986 (60,066) C05800 Increase (decrease) in non-controlling interests (409,444) 954,570
A31150 Accounts receivable (51,065) (715,248) | €ccC Net cash provided by (used i) financing activities (2,809,460) 1,693,125
A31180 Other receivable (50,038) 441
A31200 Inventories (729,605) (55,846) | DDDD |Effect of exchange rate changes on cash and cash equivalents 172,689 (21,229)
A31230 Prepayment 76,891 (126,243)
A31240 Other current assets 522,011 68,132 EEEE [Net Increase (decrease) in cash and cash equivalents (312,699) 2,479,738
A32125 Contract liabilities 310,572 278,298 | E00100 |Cash and cash equivalents at beginning of period 5,736,575 3,256,837
A32150 Accounts payable 134,784 121,886 | E00200 |Cashand cash equivalents at end of period $5,423,876 $5,736,575
A32180 Other payable 149,714 192,840
A32230 Other current liabilities 650 (236)
A32240 Accrued pension liabilities (4,566) (3,999)
A33000 Cash generated from operations 5,805,530 3,112,505
A33200 Interest received 33,787 10,244
A33300 Interest paid (240,013) (175,417)
A33500 Income tax paid (319,245) (265,313)
AAAA Net cash provided by (used in) operating activities 5,280,059 2,682,019

(The accompanying notes are an integral part of the consolidated financial statements.)
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English Translation of Financial Statements and Footnotes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
As Of December 31, 2022, and 2021 and For the Years Then Ended
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

1. History and organization

Wafer Works Corp. (the “Company”) was incorporated on July 24, 1997. The Company’s major
business activities are as follows:

(1)R&D, design, manufacturing, trading or the distribution of semiconductor materials;

(2)R&D, design, manufacturing, trading, and the processing of semiconductor wafer and one-step
service;

(3)Technique transfer and consulting business for above items.

The Company’s common shares were publicly listed on the Taiwan Gre Tai Securities Market on
May 13, 2002. The Company’s registered office is at No.1, Pingguo Rd., Yang Mei Dist, Taoyuan
City, Taiwan, R.O.C. The Company’s main business address is at No.100, Longyuan Ist Rd.,
Longtan Science Park, Taoyuan City, Taiwan, R.O.C.

2. Date and procedures of authorization of financial statements for issue

The consolidated financial statements of the Company and subsidiaries (“the Group”) for the years
ended December 31, 2022 and 2021 were authorized for issue by the Board of Directors on March
15, 2023.

3. Newly issued or revised standards and interpretations

(1)Changes in accounting policies resulting from applying for the first-time certain standards and
amendments

The Group applied for the first time International Financial Reporting Standards, International
Accounting Standards, and Interpretations issued, revised or amended which are recognized by
Financial Supervisory Commission (“FSC”) and become effective for annual periods beginning
on or after January 1, 2022. The new standards and amendments had no material impact on the
Group.

235



English Translation of Financial Statements and Footnotes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

(2)Standards or interpretations issued, revised or amended, by International Accounting Standards
Board (“IASB”) which are endorsed by FSC, but not yet adopted by the Group as at the end of
the reporting period are listed below.

Effective Date
Items New, Revised or Amended Standards and Interpretations issued by IASB

a Disclosure Initiative — Accounting Policies — Amendments to | January 1, 2023
IAS 1
b Definition of Accounting Estimates — Amendments to IAS 8 | January 1, 2023
c Deferred Tax related to Assets and Liabilities arising from a | January 1, 2023
Single Transaction — Amendments to IAS 12

(A) Disclosure Initiative — Accounting Policies — Amendments to 1AS 1

The amendments improve accounting policy disclosures that to provide more useful
information to investors and other primary users of the financial statements.

(B) Definition of Accounting Estimates — Amendments to 1AS 8

The amendments introduce the definition of accounting estimates and included other
amendments to 1AS 8 Accounting Policies, Changes in Accounting Estimates and Errors
to help companies distinguish changes in accounting estimates from changes in
accounting policies.

(C) Deferred Tax related to Assets and Liabilities arising from a Single Transaction—
Amendments to 1AS 12

The amendments narrow the scope of the recognition exemption in paragraphs 15 and 24
of IAS 12 so that it no longer applies to transactions that, on initial recognition, give rise
to equal taxable and deductible temporary differences.

The abovementioned standards and interpretations were issued by IASB and endorsed by FSC

so that they are applicable for annual period beginning on or after January 1, 2023. The Group
assesses all standards and interpretations have no material impact on the Group.
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WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

(3)Standards or interpretations issued, revised or amended, by IASB which are not endorsed by
FSC, and not yet adopted by the Group as at the end of the reporting period are listed below.

Effective Date
Items New, Revised or Amended Standards and Interpretations issued by IASB
a IFRS 10 “Consolidated Financial Statements” and IAS 28 | To be determined
“Investments in Associates and Joint Ventures” — Sale or | 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 Non-current — | January 1, 2024
Amendments to IAS 1
d Lease Liability in a Sale and Leaseback — Amendments to | January 1, 2024
IFRS 16
e Non-current Liabilities with Covenants — Amendments to | January 1, 2024
IAS 1

(A) IFRS 10 “Consolidated Financial Statements” and IAS 28 “Investments in Associates and
Joint Ventures” — Sale or Contribution of Assets between an Investor and its Associate or
Joint Ventures

The amendments address the inconsistency between the requirements in IFRS 10
Consolidated Financial Statements and IAS 28 Investments in Associates and Joint
Ventures, in dealing with the loss of control of a subsidiary that is contributed to an
associate or a joint venture. IAS 28 restricts gains and losses arising from contributions of
non-monetary assets to an associate or a joint venture to the extent of the interest
attributable to the other equity holders in the associate or joint ventures. IFRS 10 requires
full profit or loss recognition on the loss of control of the subsidiary. IAS 28 was amended
so that the gain or loss resulting from the sale or contribution of assets that constitute a
business as defined in IFRS 3 between an investor and its associate or joint venture is
recognized in full.

IFRS 10 was also amended so that the gains or loss resulting from the sale or contribution
of a subsidiary that does not constitute a business as defined in IFRS 3 between an investor
and its associate or joint venture is recognized only to the extent of the unrelated investors’
interests in the associate or joint venture.
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WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

IFRS 17 “Insurance Contracts”

IFRS 17 provides a comprehensive model for insurance contracts, covering all relevant
accounting aspects (including recognition, measurement, presentation and disclosure
requirements). The core of IFRS 17 is the General (building block) Model, under this model,
on initial recognition, an entity shall measure a group of insurance contracts at the total of
the fulfilment cash flows and the contractual service margin. The carrying amount of a
group of insurance contracts at the end of each reporting period shall be the sum of the
liability for remaining coverage and the liability for incurred claims.

Other than the General Model, the standard also provides a specific adaptation for contracts
with direct participation features (the Variable Fee Approach) and a simplified approach
(Premium Allocation Approach) mainly for short-duration contracts.

IFRS 17 was issued in May 2017 and it was amended in 2020 and 2021. The amendments
include deferral of the date of initial application of IFRS 17 by two years to annual
beginning on or after January 1, 2023 (from the original effective date of January 1, 2021);
provide additional transition reliefs; simplify some requirements to reduce the costs of
applying IFRS 17 and revise some requirements to make the results easier to explain. IFRS
17 replaces an interim Standard — IFRS 4 Insurance Contracts — from annual reporting
periods beginning on or after January 1, 2023.

Classification of Liabilities as Current or Non-current — Amendments to IAS 1
These are the amendments to paragraphs 69-76 of IAS 1 Presentation of Financial

statements and the amended paragraphs related to the classification of liabilities as current
or non-current.

(D) Lease Liability in a Sale and Leaseback — Amendments to IFRS 16

The amendments add seller-lessees additional requirements for the sale and leaseback
transactions in IFRS 16, thereby supporting the consistent application of the standard.
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WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

(E) Non-current Liabilities with Covenants — Amendments to 1AS 1

The amendments improved the information companies provide about long-term debt with
covenants. The amendments specify that covenants to be complied within twelve months
after the reporting period do not affect the classification of debt as current or non-current at
the end of the reporting period.

The abovementioned standards and interpretations issued by IASB have not yet endorsed by
FSC at the date when the Group’s financial statements were authorized for issue, the local
effective dates are to be determined by FSC. The Group assesses all standards and
interpretations have no material impact on the Group.

4. Summary of significant accounting policies

(1)Statement of compliance

The consolidated financial statements of the Group for the years ended December 31, 2022 and
2021 have been prepared in accordance with the Regulations Governing the Preparation of
Financial Reports by Securities Issuers (“the Regulations”) and International Financial
Reporting Standards, International Accounting Standards, and Interpretations developed by the
International Financial Reporting Interpretations Committee or the former Standing
Interpretations Committee as endorsed by the FSC.

(2)Basis of preparation
The consolidated financial statements have been prepared on a historical cost basis, except for
financial instruments that have been measured at fair value. The consolidated financial

statements are presented in thousands of New Taiwan Dollars (“NT$”) unless otherwise
specified.
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WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
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(3)Basis of consolidation

Preparation principle of consolidated financial statements

Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over
the investee. Specifically, the Group controls an investee if and only if the Group has:

(a)power over the investee (i.e., existing rights that give it the current ability to direct the
relevant activities of the investee)

(b)exposure, or rights, to variable returns from its involvement with the investee, and

(c)the ability to use its power over the investee to affect its returns

When the Group has less than a majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing whether it has power over an
investee, including:

(a)the contractual arrangement with the other vote holders of the investee
(b)rights arising from other contractual arrangements
(c)the Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control.

Subsidiaries are fully consolidated from the acquisition date, being the date on which the Group
obtains control, and continue to be consolidated until the date that such control ceases. The
financial statements of the subsidiaries are prepared for the same reporting period as the parent
company, using uniform accounting policies. All intra-group balances, income and expenses,
unrealized gains and losses and dividends resulting from intra-group transactions are eliminated
in full.

A change in the ownership interest of a subsidiary, without a change of control, is accounted
for as an equity transaction.

Total comprehensive income of the subsidiaries is attributed to the owners of the parent and to
the NCls even if this results in a deficit balance of the NCls.
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WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

If the Group loses control of a subsidiary, it:

(a)derecognizes the assets (including goodwill) and liabilities of the subsidiary;
(b)derecognizes the carrying amount of any non-controlling interest;

(c)recognizes the fair value of the consideration received;

(d)recognizes the fair value of any investment retained,;

(e)recognizes any surplus or deficit in profit or loss; and

(Hreclassifies the parent’s share of components previously 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 2022 2021
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% 100.00%
Technology Co., materials
Ltd.
Wafer Works Silicon Technology Investment Holding Company 89.2615% 85.38%
Investment Corp.  Investment (Note2)
(Cayman) Corp.
Wafer Works Wafermaster Investment Holding Company 100.00% 100.00%
Investment Corp.  Investment Corp.
Silicon Technology Wafer Works R&D, production and sales of 53.6413% 53.6413%
Investment (Shanghai) Co., semiconductor materials (Note) (Note)

(Cayman) Corp. Ltd.
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Percentage of ownership (%)

As of December 31,

Investor Subsidiary Main businesses 2022 2021
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 R&D, production and sales of 100.00% 100.00%
(Shanghai) Co., (Yangzhou) Corp.  semiconductor materials
Ltd.

Wafer Works Wafer Works R&D, production and sales of 100.00% 100.00%
(Shanghai) Co., Epitaxial Corp. semiconductor materials
Ltd.

Wafer Works Wafer Works R&D, production and sales of 100.00% 100.00%
(Shanghai) Co., (Zhengzhou) Corp.  semiconductor materials
Ltd.

Wafer Works Zhengzhou Airport R&D, production and sales of -% 100.00%
(Shanghai) Co., Economy Zone semiconductor materials (Notel)
Ltd. WaferWorks

Technology Corp.

Note : For the purpose of strategic alliance development, replenishing operational capital or
purchasing, repaying loan, acquiring machinery, or investment, etc., the Board of the
Company’s subsidiary, Wafer Works (Shanghai) Co., Ltd. in a meeting held on October
14, 2021, has approved a cash offering in additional registered capital of RMB32,609
thousand and a cash addition of RMB219,999 thousand. In the offering, Silicon
Technology Investment (Cayman) Corp. surrendered its pre-empted right and its
ownership interest on Wafer Works (Shanghai) Co., Ltd. was reduced from 56.7469%
to 53.6413%.
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WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)

(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

Notel : The Company’s subsidiary, Wafer Works (Shanghai) Co., Ltd., resolved at its
shareholder’s meeting held on April 8, 2022 that its subsidiary, Wafer Works
(Zhengzhou) Corp. merge with another subsidiary: Zhengzhou Airport Economy
Zone Wafer Works Technology. Wafer Works (Zhengzhou) Corp. is the surviving
company. Zhengzhou Airport Economy Zone Wafer Works Technology Corp. is the
dissolved company. The cancellation of registration was completed on June 30, 2022.

Note2 : The Company, for the purpose of long-term business expansion strategy, was approved
by the Board in a meeting held on March 23, 2022 to acquire the preferred B of Silicon
Technology Investment (Cayman) Corp., one of the Company’s subsidiaries, within
the limit of 2,600,000 shares, the purchase price at USD4.8 per share and total
acquisition cost of USD12,480,000. The Company's acquisition costs were
USD9,600,000 and the additional equity percentage acquired 3.8815%. As a result, the
Company’s ownership interest in Silicon Technology Investment (Cayman) Corp.
increases to 89.2615%. The legal registration procedures are completed as of
December 31, 2022.

(4)Foreign currency transactions

The Group’s consolidated financial statements are presented in NTS$, which is also the
Company’s functional currency. Each entity in the Group determines its own functional
currency and items included in the financial statements of each entity are measured using that
functional currency.

Transactions in foreign currencies are initially recorded by the Group entities at their respective
functional currency rates prevailing at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the functional currency closing rate of
exchange ruling at the reporting date. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value is determined.
Non-monetary items that are measured at historical cost in a foreign currency are translated
using the exchange rates as at the dates of the initial transactions.
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All exchange differences arising on the settlement of monetary items or on translating monetary
items are taken to profit or loss in the period in which they arise except for the following:

(a)Exchange differences arising from foreign currency borrowings for an acquisition of a
qualifying asset to the extent that they are regarded as an adjustment to interest costs are
included in the borrowing costs that are eligible for capitalization.

(b)Foreign currency items within the scope of IAS 39 Financial Instruments: Recognition and
Measurement are accounted for based on the accounting policy for financial instruments.

(c)Exchange differences arising on a monetary item that forms part of a reporting entity’s net
investment in a foreign operation is recognized initially in other comprehensive income and
reclassified from equity to profit or loss on disposal of the net investment.

When a gain or loss on a non-monetary item is recognized in other comprehensive income, any
exchange component of that gain or loss is recognized in other comprehensive income. When
a gain or loss on a non-monetary item is recognized in profit or loss, any exchange component
of that gain or loss is recognized in profit or loss.

(5)Translation of financial statements in foreign currency

The assets and liabilities of foreign operations are translated into NT$ at the closing rate of
exchange prevailing at the reporting date and their income and expenses are translated at an
average rate for the period. The exchange differences arising on the translation are recognized
in other comprehensive income. On the disposal of a foreign operation, the cumulative amount
of the exchange differences relating to that foreign operation, recognized in other
comprehensive income and accumulated in the separate component of equity, is reclassified
from equity to profit or loss when the gain or loss on disposal is recognized.

On the partial disposal of a subsidiary that includes a foreign operation that does not result in a
loss of control, the proportionate share of the cumulative amount of the exchange differences
recognized in other comprehensive income is re-attributed to the NCls in that foreign operation,
instead of recognized in profit or loss. In partial disposal of an associate or joint arrangement
that includes a foreign operation that does not result in a loss of significant influence or joint
control, only the proportionate share of the cumulative amount of the exchange differences
recognized in other comprehensive income is reclassified to profit or loss.
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(6)Current and non-current distinction for assets and liabilities
An asset is classified as current when:

(@) The Group expects to realize the asset, or intends to sell or consume it, in its normal
operating cycle

(b) The Group holds the asset primarily for the purpose of trading

(c) The Group expects to realize the asset within twelve months after the reporting period

(d) The asset is cash or cash equivalent unless the asset is restricted from being exchanged or
used to settle a liability for at least twelve months after 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 in its normal operating cycle

(b) The Group holds the liability primarily for the purpose of trading

(c) The liability is due to be settled within twelve months after the reporting period

(d) The Group does not have an unconditional right to defer settlement of the liability for at
least twelve months after the reporting period. Terms of a liability that could, at the option
of the counterparty, result in its settlement by the issue 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 hand, demand deposits and short-term, highly
liquid time deposits (including ones that have maturity within 3 months) or investments that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value.

(8)Financial instruments

Financial assets and financial liabilities are recognized when the Group becomes a party to the
contractual provisions of the instrument.
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The Group determines the classification of its financial assets at initial recognition. In
accordance with IFRS 9 and the Regulations, financial assets of the Group are classified as
financial assets at fair value through profit or loss, financial assets at fair value through other
comprehensive income, financial assets measured at amortized cost and notes, accounts and
other receivables. All financial assets are recognized initially at fair value plus, in the case of
investments not at fair value through profit or loss, directly attributable costs. Financial assets
carried at fair value through profit or loss are initially 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 or sales of financial assets on the trade date.
The Group classified financial assets as subsequently measured at amortized cost, fair value
through other comprehensive income or fair value through profit or loss considering both

factors below:

(a) The Group’s business model for managing the financial assets and
(b)The contractual cash flow characteristics of the financial asset.

Financial assets measured at amortized cost

A financial asset is measured at amortized cost if both of the following conditions are met
and presented as note receivables, trade receivables financial assets measured at amortized
cost and other receivables etc., on balance sheet as at the reporting date:

(a) The financial asset is held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows and

(b)The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.
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Such financial assets are subsequently measured at amortized cost (the amount at which the
financial asset is measured at initial recognition minus the principal repayments, plus or
minus the cumulative amortization using the effective interest method of any difference
between the initial amount and the maturity amount and adjusted for any loss allowance)
and is not part of a hedging relationship. A gain or loss is recognized in profit or loss when
the financial asset is derecognized, through the amortization process or in order to recognise
the impairment gains or losses.

Interest revenue is calculated by using the effective interest method. This is calculated by
applying the effective interest rate to the gross carrying amount of a financial asset except
for:

(a)Purchased or originated credit-impaired financial assets. For those financial assets, the
Group applies the credit-adjusted effective interest rate to the amortized cost of the
financial asset from initial recognition.

(b)Financial assets that are not purchased or originated credit-impaired financial assets but
subsequently have become credit-impaired financial assets. For those financial assets, the
Group applies the effective interest rate to the amortized cost of the financial asset in
subsequent reporting periods.

Financial asset measured at fair value through other comprehensive income

A financial asset is measured at fair value through other comprehensive income if both of
the following conditions are met:

(@) The financial asset is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets and

(b)The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding
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Recognition of gain or loss on a financial asset measured at fair value through other
comprehensive income are described as below:

(a)A gain or loss on a financial asset measured at fair value through other comprehensive
income recognized in other comprehensive income, except for impairment gains or losses
and foreign exchange gains and losses, until the financial asset is derecognized or
reclassified.

(b)When the financial asset is derecognized the cumulative gain or loss previously
recognized in other comprehensive income is reclassified from equity to profit or loss as
a reclassification adjustment.

(c) Interest revenue is calculated by using the effective interest method. This is calculated by
applying the effective interest rate to the gross carrying amount of a financial asset except
for:

(i) Purchased or originated credit-impaired financial assets. For those financial assets,
the Group applies the credit-adjusted effective interest rate to the amortized cost of
the financial asset from initial recognition.

(if) Financial assets that are not purchased or originated credit-impaired financial assets
but subsequently have become credit-impaired financial assets. For those financial
assets, the Group applies the effective interest rate to the amortized cost of the
financial asset in subsequent reporting periods.

Besides, for certain equity investments within the scope of IFRS 9 that is neither held for
trading nor contingent consideration recognized by an acquirer in a business combination to
which IFRS 3 applies, the Company made an irrevocable election to present the changes of
the fair value in other comprehensive income at initial recognition. Amounts presented in
other comprehensive income shall not be subsequently transferred to profit or loss (when
disposal of such equity instrument, its cumulated amount included in other components of
equity is transferred directly to the retained earnings) and these investments should be
presented as financial assets measured at fair value through other comprehensive income on
the balance sheet. Dividends on such investment are recognized in profit or loss unless the
dividends clearly represents a recovery of part of the cost of investment.
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Financial asset measured at fair value through profit or loss

Financial assets were classified as measured at amortized cost or measured at fair value
through other comprehensive income based on aforementioned criteria. All other financial
assets were measured at fair value through profit or loss and presented on the balance sheet
as financial assets measured at fair value through profit or loss.

Such financial assets are measured at fair value, the gains or losses resulting from
remeasurement is recognized in profit or loss which includes any dividend or interest
received on such financial assets.

B. Impairment of financial assets

The Group recognizes a loss allowance for expected credit losses on debt instrument
investments measured at fair value through other comprehensive income. The loss allowance
on debt instrument investments measured at fair value through other comprehensive income
is recognized in other comprehensive income and not reduce the carrying amount in the
balance sheet.

The Group measures expected credit losses of a financial instrument in a way that reflects:

(a)An unbiased and probability-weighted amount that is determined by evaluating a range
of possible outcomes;

(b)The time value of money; and

(c)Reasonable and supportable information that is available without undue cost or effort at
the reporting date about past events, current conditions and forecasts of future economic
conditions.

The loss allowance is measures as follows:

(a) At an amount equal to 12-month expected credit losses: the credit risk on a financial asset
has not increased significantly since initial recognition or the financial asset is determined
to have low credit risk at the reporting date. In addition, the Group measures the loss
allowance at an amount equal to lifetime expected credit losses in the previous reporting
period, but determines at the current reporting date that the credit risk on a financial asset
has increased significantly since initial recognition is no longer met.
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(b)At an amount equal to the lifetime expected credit losses: the credit risk on a financial
asset has increased significantly since initial recognition or financial asset that is
purchased or originated credit-impaired financial asset.

(c)For trade receivables or contract assets arising from transactions within the scope of IFRS
15, the Group measures the loss allowance at an amount equal to lifetime expected credit
losses.

(d)For lease receivables arising from transactions within the scope of IFRS 16, the Group
measures the loss allowance at an amount equal to lifetime expected credit losses.

At each reporting date, the Group needs to assess whether the credit risk on a financial asset
has been increased significantly since initial recognition by comparing the risk of a default
occurring at the reporting date and the risk of default occurring at initial recognition. Please
refer to Note 12 for further details on credit risk.

C. Derecognition of financial assets

Financial asset is derecognized when:

(a) The rights to receive cash flows from the asset have expired

(b)The Group has transferred the asset and substantially all the risks and rewards of the asset
have been transferred

(c) The Group has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset.

On derecognition of a financial asset in its entirety, the difference between the carrying

amount and the consideration received or receivable including any cumulative gain or loss

that had been recognized in other comprehensive income, is recognized in profit or loss.

D. Financial liabilities and equity

Classification between liabilities or equity

The Group classifies the instrument issued as a financial liability or an equity instrument in
accordance with the substance of the contractual arrangement and the definitions of a
financial liability, and an equity instrument.
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Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an
entity after deducting all of its liabilities. The transaction costs of an equity transaction are
accounted for as a deduction from equity (net of any related income tax benefit) to the extent
they are incremental costs directly attributable to the equity transaction that otherwise would
have been avoided.

Compound instruments

The Group evaluates the terms of the convertible bonds issued to determine whether it
contains both a liability and an equity component. Furthermore, the Group assesses if the
economic characteristics and risks of the put and call options contained in the convertible
bonds are closely related to the economic characteristics and risk of the host contract before
separating the equity element.

For the liability component excluding the derivatives, its fair value is determined based on
the rate of interest applied at that time by the market to instruments of comparable credit
status. The liability component is classified as a financial liability measured at amortized
cost before the instrument is converted or settled.

For the embedded derivative that is not closely related to the host contract (for example, if
the exercise price of the embedded call or put option is not approximately equal on each
exercise date to the amortized cost of the host debt instrument), it is classified as a liability
component and subsequently measured at fair value through profit or loss unless it qualifies
for an equity component. The equity component is assigned the residual amount after
deducting from the fair value of the instrument as a whole the amount separately determined
for the liability component. Its carrying amount is not remeasured in the subsequent
accounting periods. If the convertible bond issued does not have an equity component, it is
accounted for as a hybrid instrument in accordance with the requirements under IFRS 9
Financial Instruments.

Transaction costs are apportioned between the liability and equity components of the

convertible bond based on the allocation of proceeds to the liability and equity components
when the instruments are initially recognized.

251



English Translation of Financial Statements and Footnotes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

On conversion of a convertible bond before maturity, the carrying amount of the liability
component being the amortized cost at the date of conversion is transferred to equity.

Financial liabilities

Financial liabilities within the scope of IFRS 9 Financial Instruments are classified as
financial liabilities at fair value through profit or loss or financial liabilities measured at
amortized cost upon initial recognition.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for
trading and financial liabilities designated as at fair value through profit or loss. A financial
liability is classified as held for trading if:

(@)1t is acquired or incurred principally for the purpose of selling or repurchasing it in the
near term;

(b)On initial recognition it is part of a portfolio of identified financial instruments that are
managed together and for which there is evidence of a recent actual pattern of short-term
profit-taking; or

(o)1t is a derivative (except for a derivative that is a financial guarantee contract or a
designated and effective hedging instrument).

If a contract contains one or more embedded derivatives, the entire hybrid (combined)
contract may be designated as a financial liability at fair value through profit or loss; or a
financial liability may be designated as at fair value through profit or loss when doing so
results in more relevant information, because either:

(a) It eliminates or significantly reduces a measurement or recognition inconsistency; or

(b)A group of financial liabilities or financial assets and financial liabilities is managed and
its performance is evaluated on a fair value basis, in accordance with a documented risk
management or investment strategy, and information about the group is provided
internally on that basis to the key management personnel.

Gains or losses on the subsequent measurement of liabilities at fair value through profit or
loss including interest paid are recognized in profit or loss.
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Financial liabilities at amortized cost

Financial liabilities measured at amortized cost include interest bearing loans and
borrowings that are subsequently measured using the effective interest rate method after
initial recognition. Gains and losses are recognized in profit or loss when the liabilities are
derecognized as well as through the effective interest rate method amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition
and fees or transaction costs.

Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified
(whether or not attributable to the financial difficulty of the debtor), such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a
new liability, and the difference in the respective carrying amounts and the consideration
paid, including any non-cash assets transferred or liabilities assumed, is recognized in profit
or loss.

E. Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount reported in the balance
sheet if, and only if, there is a currently enforceable legal right to offset the recognized

amounts and there is an intention to settle on a net basis, or to realize the assets and settle
the liabilities simultaneously.
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(9)Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

(@) In the principal market for the asset or liability, or
(b) In the absence of a principal market, in the most advantageous market for the asset or
liability

The principal or the most advantageous market must be accessible to by the Group.

The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market participants
in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s
ability to generate economic benefits by using the asset in its highest and best use or by selling
it to another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.

(10) Inventories

Inventories are valued at lower of cost and net realizable value item by item.

Costs incurred in bringing each inventory to its present location and condition are accounted
for as follows:

Raw materials —By actual purchase cost with weighted average method.

Finished goods and work in progress — Cost of direct materials and labor and a proportion of
manufacturing overheads based on normal operating
capacity but excluding borrowing costs.
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Net realizable value is the estimated selling price in the ordinary course of business, less
estimated costs of completion and the estimated costs necessary to make the sale.

Rendering of services is accounted in accordance with IFRS 15 but not within the scoping of
inventories.

(11) Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and
accumulated impairment losses, if any. Such cost includes the cost of dismantling and
removing the item and restoring the site on which it is located and borrowing costs for
construction in progress if the recognition criteria are met. Each part of an item of property,
plant and equipment with a cost that is significant in relation to the total cost of the item is
depreciated separately. When significant parts of property, plant and equipment are required
to be replaced in intervals, the Group recognized such parts as individual assets with specific
useful lives and depreciation, respectively. The carrying amount of those parts that are
replaced is derecognized in accordance with the derecognition provisions of IAS 16 Property,
plant and equipment. When a major inspection is performed, its cost is recognized in the
carrying amount of the plant and equipment as a replacement if the recognition criteria are
satisfied. All other repair and maintenance costs are recognized in profit or loss as incurred.

Depreciation is calculated on a straight-line basis over 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 any significant part initially recognized is
derecognized upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss arising on derecognition of the asset is recognized in profit or loss.

The property, plant and equipment’s residual values, useful lives and methods of depreciation
are reviewed at each financial year. If the expected values differ from the estimates, the
differences are recorded as a change in accounting estimate.
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(12) Leases

The Group assesses whether the contract is, or contains, a lease. A contract is, or contains, a
lease if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration. To assess whether a contract conveys the right to control
the use of an identified asset for a period of time, the Group assesses whether, throughout the
period of use, has both of the following:

A.the right to obtain substantially all of the economic benefits from use of the identified asset;
and
B.the right to direct the use of the identified asset.

The Group elected not to reassess whether a contract is, or contains, a lease. The Group is
permitted to apply IFRS 16 to contracts that were previously identified as leases applying
IAS 17 and IFRIC 4 but not to apply IFRS 16 to contracts that were not previously identified
as containing a lease applying IAS 17 and IFRIC 4.

For a contract that is, or contains, a lease, the Group accounts for each lease component within
the contract as a lease separately from non-lease components of the contract. For a contract
that contains a lease component and one or more additional lease or non-lease components,
the Group allocates the consideration in the contract to each lease component on the basis of
the relative stand-alone price of the lease component and the aggregate stand-alone price of
the non-lease components. The relative stand-alone price of lease and non-lease components
shall be determined on the basis of the price the lessor, or a similar supplier, would charge the
Group for that component, or a similar component, separately. If an observable stand-alone
price is not readily available, 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-term leases or leases of low-value assets, the Group
recognizes right-of-use asset and lease liability for all leases which the Group is the lessee of
those lease contracts.
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At the commencement date, the Group measures the lease liability at the present value of the
lease payments that are not paid at that date. The lease payments are discounted using the
interest rate implicit in the lease, if that rate can be readily determined. If that rate cannot be
readily determined, the Group uses its incremental borrowing rate. At the commencement
date, the lease payments included in the measurement of the lease liability comprise the

following payments for the right to use the underlying asset during the lease term that are not
paid at the commencement date:

A fixed payments (including in-substance fixed payments), less any lease incentives
receivable;

B.variable lease payments that depend on an index or a rate, initially measured using the
index or rate as at the commencement date;

C.amounts expected to be payable by the lessee under residual value guarantees;

D.the exercise price of a purchase option if the Group is reasonably certain to exercise that
option; and

E.payments of penalties for terminating the lease, if the lease term reflects the lessee
exercising an option to terminate the lease.

After the commencement date, the Group measures the lease liability on an amortised cost
basis, which increases the carrying amount to reflect interest on the lease liability by using an
effective interest method; and reduces the carrying amount to reflect the lease payments made.

At the commencement date, the Group measures the right-of-use asset at cost. The cost of the
right-of-use asset comprises:

A.the amount of the initial measurement of the lease liability;

B.any lease payments made at or before the commencement date, less any lease incentives
received,

C.any initial direct costs incurred by the lessee; and
D.an estimate of costs to be incurred by the lessee in dismantling and removing the underlying

asset, restoring the site on which it is located or restoring the underlying asset to the
condition required by the terms and conditions of the lease.

For subsequent measurement of the right-of-use asset, the Group measures the right-of-use

asset at cost less any accumulated depreciation and any accumulated impairment losses. That
is, the Group measures the right-of-use applying a cost model.

257



English Translation of Financial Statements and Footnotes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

If the lease transfers ownership of the underlying asset to the Group by the end of the lease
term or if the cost of the right-of-use asset reflects that the Group will exercise a purchase
option, the Group depreciates the right-of-use asset from the commencement date to the end
of the useful life of the underlying asset. Otherwise, the Group depreciates the right-of-use
asset from the commencement date to the earlier of the end 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” to determine whether the right-of-use asset
is impaired and to account for any impairment loss identified.

Except for those leases that the Group accounted for as short-term leases or leases of low-
value assets, the Group presents right-of-use assets and lease liabilities in the balance sheet
and separately presents lease-related interest expense and depreciation charge in the
statements comprehensive income.

For short-term leases or leases of low-value assets, the Group elects to recognize the lease
payments associated with those leases as an expense on either a straight-line basis over the
lease term or another systematic basis.

For the rent concession arising as a direct consequence of the covid-19 pandemic, the Group
elected not to assess whether it is a lease modification but accounted it as a variable lease
payment. The Group applied the practical expedient to all rent concessions that meet the

conditions for it.

Group as a lessee

Finance leases which transfer to the Group substantially all the risks and benefits incidental
to ownership of the leased item, are capitalized at the commencement of the lease at the fair
value of the leased property or, if lower, at the present value of the minimum lease payments.
Lease payments are apportioned between finance charges and reduction of the lease liability
S0 as to achieve a constant rate of interest on the remaining balance of the liability. Finance
charges are recognized in profit or loss.

A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable
certainty that the Group will obtain ownership by the end of the lease term, the asset is
depreciated over the shorter of the estimated useful life of the asset and the lease term.
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Operating lease payments are recognized as an expense on a straight-line basis over the lease
term.

(13) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired in a business combination is its fair value as at the date of
acquisition. Following initial recognition, intangible assets are carried at cost less any
accumulated amortization and accumulated impairment losses, if any. Internally generated
intangible assets, excluding capitalized development costs, are not capitalized and expenditure
is reflected in profit or loss for the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortized over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The
amortization period and the amortization method for an intangible asset with a finite useful
life is reviewed at least at the end of each financial year. Changes in the expected useful life
or the expected pattern of consumption of future economic benefits embodied in the asset is
accounted for by changing the amortization period or method, as appropriate, and are treated
as changes in accounting estimates.

Intangible assets with indefinite useful lives are not amortized, but are tested for impairment
annually, either individually or at the cash-generating unit level. The assessment of indefinite
life is reviewed annually to determine whether the indefinite life continues to be supportable.
If not, the change in useful life from indefinite to finite is made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset and are

recognized in profit or loss when the asset is derecognized.

Computer software

The cost of computer software is amortized on a straight-line basis over the estimated useful
life (2 to 3 years).
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A summary of the policies applied to the Group’s intangible assets is as follows:

Computer software

Useful lives Limited
Amortization method used Amortized on a straight-line basis over the estimated
useful life

Internally generated or acquired Acquired

(14) Impairment of non-financial assets

The Group assesses at the end of each reporting period whether there is any indication that an
asset in the scope of IAS 36 Impairment of Assets may be impaired. If any such indication
exists, or when annual impairment testing for an asset is required, the Group estimates the
asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-
generating unit’s (“CGU”) fair value less costs to sell and its value in use and is determined
for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets. Where the carrying amount of an
asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written
down to its recoverable amount.

For assets excluding goodwill, an assessment is made at each reporting date as to whether
there is any indication that previously recognized impairment losses may no longer exist or
may have decreased. If such indication exists, the Group estimates the asset’s or cash-
generating unit’s recoverable amount. A previously recognized impairment loss is reversed
only if there has been an increase in the estimated service potential of an asset which in turn
increases the recoverable amount. However, the reversal is limited so that the carrying amount
of the asset does not exceed its recoverable amount, nor exceed the carrying amount that
would have been determined, net of depreciation, had no impairment loss been recognized for
the asset in prior years.

A cash generating unit, or groups of cash-generating units, to which goodwill has been
allocated is tested for impairment annually at the same time, irrespective of whether there is
any indication of impairment. If an impairment loss is to be recognized, it is first allocated to
reduce the carrying amount of any goodwill allocated to the cash generating unit (group of
units), then to the other assets of the unit (group of units) pro rata on the basis of the carrying
amount of each asset in the unit (group of units). Impairment losses relating to goodwill cannot
be reversed in future periods for any reason.
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An impairment loss of continuing operations or a reversal of such impairment loss is
recognized in profit or loss.

(15)Revenue recognition

The Group’s revenue arising from contracts with customers are primarily related to sale of
goods and rendering of services. The accounting policies are explained as follow:

Sale of goods

The Group mainly manufactures and sells of its products. Sales are recognized when control
of the goods is transferred to the customer and the goods are delivered to the customers. The
main product of the Group is Poly-Silicon and revenue is recognized based on the
consideration stated in the contract. The remaining sales transactions are usually accompanied
by volume discounts (based on the accumulated total sales amount for a specified period).
Therefore, revenue from these sales is recognized based on the price specified in the contract,
net of the estimated volume discounts. Accumulated experience is used to estimate and
provide for the discounts, using the expected value method. Revenue is only recognized to the
extent that it is highly probable that a significant reversal in the amount of cumulative revenue
recognized will not occur when the uncertainty associated with the variable consideration is
subsequently resolved. During the period specified in the contract, refund liability is
recognized for the products expected to be returned.

The credit period of the Group’s sale of goods is from 60 to 90 days. For most of the contracts,
when the Group transfers the goods to customers and has a right to an amount of consideration
that is unconditional, these contracts are recognized as trade receivables. The Group usually
collects the payments shortly after transfer of goods to customers therefore there is no
significant financing component to the contract. For some of the contracts, the Group has
transferred the goods to customers but does not has a right to an amount of consideration that
is unconditional, these contacts should be presented as contract assets. Besides, in accordance
with IFRS 9, the Group measures the loss allowance for a contract asset at an amount equal
to the lifetime expected credit losses.
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(16) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset
that necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalized as part of the cost of the respective assets. All other borrowing costs are expensed
in the period they occur. Borrowing costs consist of interest and other costs that an entity
incurs in connection with the borrowing of funds.

(17)Government grants

Government grants are recognized where there is reasonable assurance that the grant will be
received and all attached conditions will be complied with. Where the grant relates to an asset,
it is recognized as deferred income and released to income in equal amounts over the expected
useful life of the related asset. When the grant relates to an expense item, it is recognized as
income over the period necessary to match the grant on a systematic basis to the costs that it
is intended to compensate.

Where the Group receives non-monetary grants, the asset and the grant are recorded gross at
nominal amounts and released to the statement of comprehensive income over the expected
useful life and pattern of consumption of the benefit of the underlying asset by equal annual
installments. Where loans or similar assistance are provided by governments or related
institutions with an interest rate below the current applicable market rate, the effect of this
favorable interest is regarded as additional government grant.

(18) Post-employment benefits

All regular employees of the Company and domestic subsidiaries are entitled to a pension plan
that is managed by an independently administered pension fund committee. Fund assets are
deposited under the committee’s name in the specific bank account and hence, not associated
with the Company and its domestic subsidiaries. Therefore fund assets are not included in the
Group’s consolidated financial statements. Pension benefits for employees of the overseas
subsidiaries and the branches are provided in accordance with the respective local regulations.
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For the defined contribution plan, the Company and its domestic subsidiaries will make a
monthly contribution of no less than 6% of the monthly wages of the employees subject to the
plan. The Company recognizes expenses for the defined contribution plan in the period in
which the contribution becomes due. Overseas subsidiaries and branches make contribution
to the plan based on the requirements of local regulations.

Post-employment benefit plan that is classified as a defined benefit plan uses the Projected
Unit Credit Method to measure its obligations and costs based on actuarial assumptions. Re-
measurements, comprising of the effect of the actuarial gains and losses, the effect of the asset
ceiling (excluding net interest) and the return on plan assets, excluding net interest, are
recognized as other comprehensive income with a corresponding debit or credit to retained
earnings in the period in which they occur. Past service costs are recognized in profit or loss
on the earlier of:

(@) the date of the plan amendment or curtailment, and
(b) the date that the Group recognizes restructuring-related costs

Net interest is calculated by applying the discount rate to the net defined benefit liability or
asset, both as determined at the start of the annual reporting period, taking account of any
changes in the net defined benefit liability (asset) during the period as a result of contribution
and benefit payment.

(19)Share-based payment transactions

The cost of equity-settled transactions between the Group and its subsidiaries is recognized
based on the fair value of the equity instruments granted. The fair value of the equity
instruments is determined by using an appropriate pricing model.

The cost of equity-settled transactions is recognized, together with a corresponding increase
in other capital reserves in equity, over the period in which the performance and/or service
conditions are fulfilled. The cumulative expense recognized for equity-settled transactions at
each reporting date until the vesting date reflects the extent to which the vesting period has
expired and the Group’s best estimate of the number of equity instruments that will ultimately
vest. The income statement expense or credit for a period represents the movement in
cumulative expense recognized as at the beginning and end of that period.
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No expense is recognized for awards that do not ultimately vest, except for equity-settled
transactions where vesting is conditional upon a market or non-vesting condition, which are
treated as vesting irrespective of whether or not the market or non-vesting condition is
satisfied, provided that all other performance and/or service conditions are satisfied.

Where the terms of an equity-settled transaction award are modified, the minimum expense
recognized is the expense as if the terms had not been modified, if the original terms of the
award are met. An additional expense is recognized for any modification that increases the
total fair value of the share-based payment transaction, or is otherwise beneficial to the
employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it vested on the date of
cancellation, and any expense not yet recognized for the award is recognized immediately.
This includes any award where non-vesting conditions within the control of either the entity
or the employee are not met. However, if a new award is substituted for the cancelled award,
and designated as a replacement award on the date that it is granted, the cancelled and new
awards are treated as if they were a modification of the original award, as described in the
previous paragraph.

The dilutive effect of outstanding options is reflected as additional share dilution in the
computation of diluted earnings per share.

The cost of restricted stocks issued is recognized as salary expense based on the fair value of
the equity instruments on the grant date, together with a corresponding increase in other capital
reserves in equity, over the vesting period. The Group recognized unearned employee salary
which is a transitional contra equity account; the balance in the account will be recognized as
salary expense over the passage of vesting period.

(20) Income taxes

Income tax expense (benefit) is the aggregate amount included in the determination of profit
or loss for the period in respect of current tax and deferred tax.
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Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities, using the tax rates
and tax laws that have been enacted or substantively enacted by the end of the reporting period.
Current income tax relating to items recognized in other comprehensive income or directly in
equity is recognized in other comprehensive income or equity and not in profit or loss.

The income tax for undistributed earnings of the Group and its subsidiaries is recognized as
income tax expense in the subsequent year when the distribution proposal is approved by the

Shareholders’ meeting.

Deferred income tax

Deferred income tax is a temporary difference between the tax bases of assets and liabilities
and their carrying amounts in balance sheet at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

i. Where the deferred tax liability arises from the initial recognition of goodwill or of an asset
or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss

ii. In respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint arrangements, where the timing of the reversal of the
temporary differences can be controlled and it is probable that the temporary differences
will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, any unused tax
losses and carry forward of unused tax credits to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences, and the carry
forward of unused tax credits and unused tax losses can be utilized, except:

i. Where the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss
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ii. In respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint arrangements, deferred tax assets are recognized only to the
extent that it is probable that the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary differences can be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realized or the liability is settled, based on tax rates and tax laws
that have been enacted or substantively enacted at the reporting date. The measurement of
deferred tax assets and deferred tax liabilities reflects the tax consequences that would follow
from the manner in which the Group expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities. Deferred tax relating to items recognized
outside profit or loss is recognized outside profit or loss. Deferred tax items are recognized in
correlation to the underlying transaction either in other comprehensive income or directly in
equity. Deferred tax assets are reassessed at each reporting date and are recognized
accordingly.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists
to set off current income tax assets against current income tax liabilities and the deferred taxes

relate to the same taxable entity and the same taxation authority.

5. Significant accounting judgments, estimates and assumptions

The preparation of the Group’s consolidated financial statements require management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses,
assets and liabilities, and the disclosure of contingent liabilities, at the end of the reporting period.
However, uncertainty about these assumption and estimate could result in outcomes that require a
material adjustment to the carrying amount of the asset or liability affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are discussed below.
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(a)Fair value of financial instruments

Where the fair values of financial assets and financial liabilities recorded in the balance sheet
cannot be derived from active markets, they are determined using valuation techniques
including income approach (for example, the discounted cash flows model) or the market
approach. Changes in assumptions about these factors could affect the reported fair value of the
financial instruments. Please refer to Note 12 for more details.

(b)Accounts receivables—estimation of impairment loss

The Group estimates the impairment loss of accounts receivables at an amount equal to lifetime
expected credit losses. The credit loss is the present value of the difference between the
contractual cash flows that are due under the contract (carrying amount) and the cash flows that
expects to receive (evaluate forward looking information). However, as the impact from the
discounting of short-term receivables is not material, the credit loss is measured by the
undiscounted cash flows. Where the actual future cash flows are lower than expected, a material
impairment loss may arise. Please refer to Note 6 for more details.

(c)Inventory

Estimates of net realizable value of inventories take into consideration that inventories may be
damaged, become wholly or partially obsolete, or their selling prices have declined. The
estimates are based on the most reliable evidence available 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 plan and the present value of the defined benefit
obligation are determined using actuarial valuations. An actuarial valuation involves making
various assumptions, including the change in the discount rate and expected salary level. The
assumptions used for measuring pension cost and defined benefit obligation are disclosed in
Note 6.
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(e)Onerous contract

An onerous contract is defined as a contract in which the unavoidable costs of meeting the
obligations under the contract exceed the economic benefits expected to be received under it.
The Company makes provisions for onerous contracts based on the unavoidable costs under a
contract. Any changes in the contracts may influence the provision.

(FHIncome tax

Uncertainties exist with respect to the interpretation of complex tax regulations and the amount
and timing of future taxable income. Given the wide range of international business
relationships and the long-term nature and complexity of existing contractual agreements,
differences arising between the actual results and the assumptions made, or future changes to
such assumptions, could necessitate future adjustments to tax income and expense already
recorded. The Group establishes provisions, based on reasonable estimates, for possible
consequences of audits by the tax authorities of the respective counties in which it operates. The
amount of such provisions is based on various factors, such as experience of previous tax audits
and differing interpretations of tax regulations by the taxable entity and the responsible tax
authority. Such differences of interpretation may arise on a wide variety of issues depending on
the conditions prevailing in the respective Group company's domicile.

Deferred tax assets are recognized for all carry forward of unused tax losses and unused tax
credits and deductible temporary differences to the extent that it is probable that taxable profit
will be available or there are sufficient taxable temporary differences against which the unused
tax losses, unused tax credits or deductible temporary differences can be utilized. The amount
of deferred tax assets determined to be recognized is based upon the likely timing and the level
of future taxable profits and taxable temporary differences together with future tax planning
strategies.
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6. Contents of significant accounts

(1)Cash and cash equivalents

As of December 31,
2022 2021
Cash on hand $629 $474
Checkings and savings 2,910,998 3,420,230
Time deposits 2,452,249 2,205,871
Resale agreements collateralized by corporate bonds 60,000 110,000
Total $5,423,876 $5,736,575
(2)Financial assets at fair value through profit or loss
As of December 31,
2022 2021
Mandatorily measured at fair value through profit
or loss:
Embedded derivative financial instruments $119 $2,113
Current $- $-
Non-current 119 2,113
Total $119 $2,113

Financial assets at fair value through profit or loss were not pledged.
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(3)Financial assets at fair value through other comprehensive income

As of December 31,
2022 2021
Equity instruments investments measured at fair value
through other comprehensive income —
Non-current:
Listed companies stocks $171,485 $155,120
Unlisted companies stocks 18,426 16,608
Valuation adjustment of financial assets as
measured by fair value through profit and
loss (77,770) (22,403)
Total $112,141 $149,325

(@)In consideration of the Group’s investment strategy, the Group disposed and derecognized
partial equity instrument investments measured at fair value through other comprehensive
income. Details on derecognition of such investments for the years ended December 31, 2021
is as follows:

For the year ended

December 31,
2021
The fair value of the investments at the date
of derecognition $170,122
The cumulative gain on disposal reclassified
from other equity to retained earnings 17,552

(b)Financial assets at fair value through other comprehensive income were not pledged.
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(4)Financial assets measured at amortized cost

As of December 31,

2022 2021
Certificate of deposit — restricted $225,742 $85,581
Current $203,775 $75,614
Non-current 21,967 9,967
Total $225,742 $85,581

The Group classified certain financial assets as financial assets measured at amortized cost.
Please refer to Note 8 for more details on financial assets measured at amortized cost under
pledge.

(5)Notes receivable

As of December 31,

2022 2021
Notes receivables arising from operating activities $21,815 $219,801
Less: loss allowance - -
Total $21,815 $219,801

Please refer to Note 8 for more details on notes receivable under pledge.

The Group follows the requirement of IFRS 9 to assess the impairment. Please refer to Note
6(21) for more details on loss allowance and Note 12 for more details on credit risk management.

(6)Trade receivables

(a)Trade receivables, net consist of the follow:

As of December 31,

2022 2021
Trade receivables $2,460,536 $2,495,737
Less: loss allowance (8,431) (93,742)
Total $2,452,105 $2,401,995
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(b)Accounts receivable were not pledged.

(c)Accounts receivable are generally on 60 to 90 day terms. The total carrying amount for the
years ended December 31, 2022 and 2021, are NT$2,460,536 thousand and NT$2,495,737
thousand, respectively. Please refer to Note 6(21) for more details on loss allowance of
accounts receivable for year ended December 31, 2022 and 2021. Please refer to Note 12 for
more details on credit risk management.

(7)Inventories

(a)Inventories consist of the following:

As of December 31,

2022 2021
Raw materials $639,080 $873,286
Supplies & parts 948,771 407,859
Work in progress 885,350 718,306
Finished goods 604,075 356,817
Merchandises 12,079 3,482
Total $3,089,355 $2,359,750

(b)The cost of inventories recognized in expenses amounted to NT$7,510,616 thousand and
NT$6,722,996 thousand for the years ended December 31, 2022 and 2021, respectively. The
following losses were included in cost of sales :

For the year ended December 31,

Item 2022 2021
Loss (gains) from inventory market decline $42,340 $(57,564)
Loss from inventory write-off obsolescence 2,866 4,099
Total $45,206 $(53,465)

The Group recognized gains on recovery of inventory market decline because some of the
inventories previously provided with market loss or obsolescence were disposed.

(c)Inventories were not pledged.
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(8)Prepayments

Office supplies

Other prepaid expenses
Prepayment for purchase
Total

(9)Property, plant and equipment

Owner occupied property, plant and equipment

As of December 31,
2022 2021
$135,753 $114,314
124,287 120,527
78,521 116,344
$338,561 $351,185
As of December 31,
2022 2021
$15,310,321  $13,402,062

(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, 2022 $259,131 $3,365,549 $17,939,345 $34,831 $294,882 $354,546 $2,348,516 $24,596,800
Additions (913) - - - 3,317,978 3,317,065
Reclassification 1,039,665 2,664,749 1,614 99,787 57,944 (3,863,759)
Disposals (3,489) (146,720) (2,665)  (5,469) (1,068) (8,957) (168,368)
Exchange differences 29,520 147,420 378 2,266 1,929 30,446 211,959
As of December 31, 2022 $259,131 $4,430,332 $20,604,794 $34,158 $391,466 $413,351 $1,824,224 $27,957,456
Depreciation and impairment:
As of January 1, 2022 $- $683,955 $10,040,119 $26,788 $224,235 $219,641 $- $11,194,738
Depreciation 154,580 1,305,685 3,038 42,254 27,971 1,533,528
Reversal of impairment losses - - (2,196) - - - (2,196)
Disposals (801) (131,241) (2,576) (5,338) (876) (140,832)
Exchange differences 4,033 54,979 260 1,497 1,128 61,897
As of December 31, 2022 $- $841,767 $11,267,346 $27,510 $262,648 $247,864 $- $12,647,135
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Cost:

As of January 1, 2021
Additions
Reclassification
Disposals

Exchange differences

As of December 31, 2021

Depreciation and impairment:

As of January 1, 2021
Depreciation
Impairment losses
Disposals

Exchange differences

As of December 31, 2021

Net carrying amount as of:

December 31, 2022

December 31, 2021

Construction in

progress and

Office Other  equipment awaiting
Land Buildings Machinery  Transportation equipment equipment examination Total

$259,131 $3,332,170 $16,231,863 $32,562 $306,318 $316,166 $3,124,110  $23,602,320
- - 514 - - - 1,620,457 1,620,971

- 43,281 2,217,542 2,387 15,078 88,822 (2,367,110) -

- - (468,886) - (25811)  (49,772) (14,495) (558,964)

- (9,902) (41,688) (118) (703) (670) (14,446) (67,527)
$259,131 $3,365,549 $17,939,345 $34,831 $294,882 $354,546 $2,348,516  $24,596,800
$-  $579,665  $9,340,004 $23,498 $221,570 $253,192 $-  $10,417,929

- 105,413 1,176,999 3,366 28,873 14,110 - 1,328,761

- - (129,993) - - - - (129,993)

- - (330,420) - (25,781)  (47,264) - (403,465)

- (1,123) (16,471) (76) (427) (397) - (18,494)

$-  $683,955 $10,040,119 $26,788 $224,235 $219,641 $- $11,194,738
$259,131 $3,588,565  $9,337,448 $6,648 $128,818 $165,487 $1,824,224 $15,310,321
$259,131 $2,681,594  $7,899,226 $8,043  $70,647 $134,905 $2,348,516  $13,402,062

(b)For the year ended December 31, 2022 and 2021, the NT$2,196 thousand and NT$129,993
thousand gain on reversal of impairment loss represented the sold of certain property, plant
and equipment in the Group, respectively. This has been recognized in the statement of
comprehensive income.

(c)Please refer to Note 8 for more details on property, plant and equipment under pledge.
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(d)Capitalized borrowing costs of property, plant and equipment are as follows:

For the year ended December 31,
Item 2022 2021
Buildings and Construction in progress and
Equipment awaiting examination $- $84,666
Capitalisation rate of borrowing costs - 5.00%~5.70%

(e)Significant components of PPE are depreciation over their useful lives.

(10)Intangible assets

Computer

software
Cost:
As of January 1, 2022 $63,766
Addition 17,628
Reduction (4,357)
Exchange differences 832
As of December 31, 2022 $77,869
Cost:
As of January 1, 2021 $67,141
Addition 10,482
Reduction (13,579)
Exchange differences (278)
As of December 31, 2021 $63,766
Amortization:
As of January 1, 2022 $14,409
Amortization and Impairment 11,275
Decrease (4,357)
Exchange differences 153
As of December 31, 2022 $21,480
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Amortization:

As of January 1, 2021
Amortization and Impairment
Decrease

Exchange differences

As of December 31, 2021

Net carrying amount as of:
December 31, 2022

December 31, 2021

Computer
software

$15,599
12,435
(13,579)
(46)

$14,409

$56,389

$49,357

Amortization expense of intangible assets under the statement of comprehensive income:

Operating costs

General and administrative
Research and development
Total

(11)Short-term loans

Unsecured financial structure loans
Secured financial structure loans
Total

For the year ended
December 31,

2022 2021
$306 $765
10,693 11,403
276 267
$11,275 $12,435
As of December 31,
Interest Rate (%) 2022 2021

1.3169%~3.95%
1.667%~2.61%

$901,481 $1,684,505
98,223 292,026

$999,704  $1,976,531

The Group’s unused short-term lines of credits amounted to NT$6,804,412 thousand and
NT$5,551,741 thousand as of December 31, 2022 and 2021, respectively.

Please refer to Note 8 for more details of assets pledged as collaterals.
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(12)Other payables
As of December 31,
2022 2021
Accrued expense $919,442 $769,728
Payable on equipment 379,074 490,943
Accrued interest payable 17,964 16,922
Total $1,316,480 $1,277,593
(13)Other current liabilities
(a)Other current liabilities consist of the following:
As of December 31,
2022 2021
Other current liabilities $3,881 $3,231
Deferred government grants income 816 713
Total $4,697 $3,944

(b)Please refer to Note 6(14) for more details on the change of he deferred government grants
income in 2022 and 2021.

(c)Please refer to Note 6(16) for more details on interest rate of the deferred government grants
income.
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(14)Deferred revenue

Government grants

For the year ended
December 31,

2022 2021
Beginning balance $392,894 $336,269
Received during the period 22,545 108,536
Released to the statement of comprehensive
income (63,177) (50,184)
Exchange differences 6,110 (1,727)
Ending Balance $358,372 $392,894
As of December 31,
2022 2021
Current $816 $713
Non-current 357,556 392,181
Total $358,372 $392,894

The Group obtain Government grants because the local semiconductor industry in mainland
China develops and throws facilities for manufacture. The grants relates to assets, so it
recognizes to deferred revenue and install to recognize to revenue.
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(15)Bonds payable

A. The details of the bonds payable as of December 31, 2022 and 2021 are as follows:

As of December 31,
2022 2021
Liability component:

Principal amount $297,600 $297,600
Less: discounts on bonds payable (9,090) (13,215)
Subtotal 288,510 284,385
Less: current portion - -
Net $288,510 $284,385
Embedded derivative - redemption, put
options $119 $2,113
Equity component - conversion right $12,685 $12,685

For the details of the gain and loss from valuation through profit and loss on embedded
derivative, redemption, put options, and the interest expense on the convertible bonds
payable, please refer to Notes 6(24) to the consolidated financial statement.

B. On July 27, 2021, the Group issued the 7" unsecured domestic convertible bonds. The
terms of the bonds are as follows:

(A)lIssue amount: NT$300,000 thousand
(B)lIssue date: July 27, 2021

(C)lssue price: Issued at par value
(D)Coupon rate: 0%

(E)Period: July 27, 2021 to July 27, 2026
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(F)Settlement:

(G)Conversion
period:

(H)Conversion price
and adjustment:

The convertible bonds’ holder (hereinafter referred to as
“bondholders”) can convert the bond into the Company’s
common stock in accordance with Article 10 of the Company’s
conversion rules. The Company can also recall the bonds before
maturity and buy back the cancellation from bonds dealer in
accordance with Article 18 of the Company’s conversion rules.
Otherwise, the Company will repay the convertible bonds held by
the bondholder in cash at 102.016% of the par value of the bonds
(the actual annual yield is 0.4%) within 15 business days after
maturity date of the convertible bonds.

The bondholders will have the right to convert their bonds at any
time during the conversion period commencing on October 28,
2021 (the 90" day following the closing date) and ending at the
close of business on July 27, 2026 (the maturity date), provided,
however, that the conversion right during any closed period shall
be suspended and the conversion period shall not include any such
closed period, which means (i) the period during which the
Company may be required to close its stock transfer books under
ROC laws and regulations applicable from time to time; (ii) the
period beginning on the 15" trading day prior to the record date
for the distribution of stock or cash dividends, or subscription of
new shares due to capital increase to the date on (and including)
such record; (iii) the period beginning on the record date of a
capital reduction to one day prior to the trading day on which the
shares of the Company are reissued after such capital reduction;
(iv) no request for conversion other than the starting date of the
stop of the conversion for the change of stock denomination to the
day before the trading day before the start of the new stock
exchange.

The conversion price was originally at NT$70 per share. The

conversion price will be subject to adjustments upon the
occurrence of certain events set out in the indenture.
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(DRedemption
clauses:

Due to the distribution of cash dividends on ordinary shares in
2021, the Company adjusted the conversion price in accordance
with the Company's 7" domestic unsecured conversion corporate
bond issuance and conversion measures. Therefore, the
conversion price was adjusted to 68.9 since August 15, 2021.

Due to the distribution of cash dividends on ordinary shares in
2022, the Company adjusted the conversion price in accordance
with the Company's 7" domestic unsecured conversion corporate
bond issuance and conversion measures. Therefore, the
conversion price was adjusted to 66.2 since July 25, 2022.

() The Company may redeem the convertible bonds from the next
day (October 28, 2021) following a three-month period after the
bonds are issued to 40 days before the maturity date (June 17,
2026) if the following terms are met: when the closing price of
the Company’s common shares is 30% above the convertible
price for 30 consecutive trading days, the Company may, within
the following 30 business days (the aforesaid period shall start
from the day the letter is delivered by the Company, and the
expiry date of the period shall be the measurement date for bond
recovery, and the aforesaid period shall not fall in the period of
conversion suspension stated in Article 9 of the Regulation),
send a bond redemption notification letter via registered mail to
the bondholders. (The bondholders list shall be based on the
updated list five business days before sending the bond
redemption notification letter to the bondholders. Public
announcements will be made for bondholders who acquire the
convertible bonds subsequently from transactions or other
reasons). The redemption price would be set at the face value
and the bond is purchased by cash, which would be announced
over the Taipei Exchange. When the Company executes the
recovery request, it shall redeem the outstanding convertible
bonds in cash at the face value within eight business days after
the bond recovery measurement date.
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(i) The Company may redeem the convertible bonds from the next
day (October 28, 2021) following a three-month period after
the bonds are issued to 40 days before the maturity date (June
17, 2026) if the following terms are met: when the total value
of outstanding convertible bonds becomes less than 10% of the
total principal, the Company may, within the following 30
business days (the aforesaid period shall start from the day the
letter is delivered by the Company, and the expiry date of the
period shall be the measurement date for bond recovery, and
the aforesaid period shall not fall in the period of conversion
suspension stated in Article 9 of the Regulation), send a bond
redemption notification letter via registered mail to the
bondholders. (The bondholders list shall be based on the
updated list five business days before sending the bond
redemption notification letter to the bondholders. Public
announcements will be made for bondholders who acquire the
convertible bonds subsequently from transactions or other
reasons). The redemption price would be set at the face value
and the bond is purchased by cash, which would be announced
over the Taipei Exchange. When the Company executes the
recovery request, it shall redeem the outstanding convertible
bonds in cash at the face value within eight business days after
the bond recovery measurement date.
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(iii) The business day following the base date for the recovery of
the convertible bonds is the Taipei Exchange termination date
for the convertible bonds, and the deadline for the
bondholders to request conversion is the second business day
after the Taipei Exchange termination date, but the
bondholders shall apply to the original trading broker to
convert the convertible bonds into ordinary shares of the
Company one business day after the date of termination of
listing of the convertible bonds. If the bondholder does not
apply for conversion within the aforesaid period, the
Company will redeem the convertible bonds held by such
bondholder at the bond face value. The converted bonds will
be recovered in cash within eight days after the bond recovery
base date. If the aforementioned date is the day when the
Taipei Stock Exchange Market is closed, it will be postponed
to the next business day.

C. The 7" secured convertible bonds in the amount of NT$2,400 thousand have been

converted to 35 thousand common shares as of December 31, 2022. The surplus due to
the conversion amounted to NT$1,938 thousand, recorded under additional paid-in capital.
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(16)Long-term loans

Details of long-term loan as of December 31, 2022 and 2021 are as follows:

Debtor

As of
December
31, 2022

Maturity and Terms

Secured Long-Term Joint
guarantee Loan from Land
Bank of Taiwan and others

Secured Long-Term Loan from
Land Bank of Taiwan

Secured Long-Term Loan from
Land Bank of Taiwan

Credit Long-Term Loan from
Taiwan Cooperative Bank

$1,300,000

90,171

96,491

16,316
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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 1% to 4™
payments will each repay 3% of the principal,
5t to 8™ payments will be 5% each, 9™ to 121"
payments will be 7% each and the remaining
principal will be repaid up at maturity.
Effective July 9, 2020 to June 15, 2027.
Interest payments are due monthly for the
first three years. Principal is prepaid form the
fourth year monthly on the 15" day of each
month. Interest will be paid on the 15th of
each month.

Effective June 9, 2021 to June 15, 2027.
Interest payments are due monthly for the
first two years. Principal is prepaid form the
third year monthly on the 15" day 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 monthly on
the 15" day of each month and interest shall
be paid monthly.
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Debtor

As of
December
31, 2022

Maturity and Terms

Credit Long-Term Loan from
Taiwan Cooperative Bank

Credit Long-Term Loan from
Taiwan Cooperative Bank

Secured Long-Term Joint
guarantee Loan from Taiwan
Cooperative Bank

Credit Long-Term Loan from
Taiwan Cooperative Bank

4,948

28,780

485,037

564,493
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Effective March 10, 2022 to March 10, 2027.
The principal will be paid monthly on the 15™
day of each month and interest shall be paid
monthly.

Effective May 20, 2022 to May 20, 2027.
Interest payments are due monthly for the
first two years. Principal is prepaid form the
third year monthly on the 15" day of each
month. Interest will be paid on the 15th of
each month.

Effective July 30, 2019 to July 30, 2024.
Grace period is 42 months 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 4 terms.
Interest shall be paid quarterly.

The 1%tto 3" payments will each repay 10%
of the principal, and the remaining principal
will be repaid up at maturity.

Effective July 30, 2019 to July 30, 2024.
Grace period is 42 months 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 4 terms.
Interest shall be paid quarterly.

The 1% to 3™ payments will each repay 10%
of the principal, and the remaining principal
will be repaid up at maturity.
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Maturity and Terms

As of
December
Debtor 31, 2022
Secured Long-Term Loan from 921,571
China Development Bank
Secured Long-Term Loan from 780,340
China Development Bank
Credit Long-Term Loan from 44,095
China Construction Bank
Total 4,332,242
Less: current portion (1,092,611)
Non-current portion $3,239,631
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Effective September 25, 2018 to September
25, 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.
Effective October 23, 2019 to October 22,
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 repayable in
installments of equal amount for 9 terms.
Interest shall be paid quarterly.

Effective November 14, 2022 to November
13, 2024. Grace period is half 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

principal is

months since then. The principal is repayable
in installments of equal amount for 4 terms.
Interest shall be paid quarterly.
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Debtor

As of
December
31, 2021

Maturity and Terms

Secured Long-Term Joint
guarantee Loan from Land
Bank of Taiwan and others

Secured Long-Term Loan from
Land Bank of Taiwan

Secured Long-Term Loan from
Land Bank of Taiwan

Credit Long-Term Loan from
Taiwan Cooperative Bank

$1,500,000

89,721

95,972

22,018
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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 1% to 4" payments will each repay
3% of the principal, 5 to 8" payments will be
5% each, 9" to 12" payments will be 7% each
and the remaining principal will be repaid up at
maturity.

Effective July 9, 2020 to June 15, 2027. Interest
payments are due monthly for the first three
years. Principal is prepaid form the fourth year
monthly on the 15" day of each month. Interest
will be paid on the 15th of each month.
Effective June 9, 2021 to June 15, 2027. Interest
payments are due monthly for the first two years.
Principal is prepaid form the third year monthly
on the 15" day 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 monthly on the 15%
day of each month and interest shall be paid
monthly.
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Debtor

As of
December
31, 2021

Maturity and Terms

Secured Long-Term Joint
guarantee Loan from Taiwan
Cooperative Bank

Secured Long-Term Loan from
Taiwan Cooperative Bank

Secured Long-Term Loan from
China Development Bank

Secured Long-Term Loan from
China Development Bank

1,033,361

7,698

1,202,595

849,502
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Effective July 30, 2019 to July 30, 2024. Grace
period is 42 months 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 4
terms. Interest shall be paid quarterly.

The 1%tto 3" payments will each repay 10% of
the principal, and the remaining principal will be
repaid up at maturity.

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 1% to 4%
payments will each repay 8.33% of the principal,
5t to 7t payments will be 16.66% each and the
remaining principal will be repaid up at
maturity.

Effective September 25, 2018 to September 25,
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.

Effective October 23, 2019 to October 22, 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 9 terms. Interest shall be paid
quarterly.
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As of
December
Debtor 31,2021 Maturity and Terms
Total 4,800,867
Less: current portion (633,865)
Non-current portion $4,167,002

(a)On December 25, 2019, the Company has entered into a 5-year agreement of syndicated
loans in credit line of NT$3,000,000 thousand, with Land Bank of Taiwan and 7 other
banks for the purpose of settling the unpaid loan balance mentioned above and replenishing
operating capital.

In the event that the Company’s financial statements do not meet with any of the criteria
or restrictions specified, the Company shall improve it in five months starting from April
1 of the following year on the audited financial fiscal year. The improvement
documentation proposed by the Company shall also be audited by certified public
accountants. The Company will not be treated as a breach of the loan agreement during the
period of improvement.

(b)The Group has entered into an agreement of syndicated loans in credit line of RMB370,000
thousand with Taiwan Cooperative Bank and 3 other banks on May 6, 2019. According to
the agreement, the Company’s annual consolidated financial statements should meet
certain criteria with respect to liquidatity ratio, liability ratio and interest expenditure
coverage, and the tangible net value shall not be less than RMB1,000,000 thousand.

(c)On September 19, 2019, the Group signed a loan contract with China Development Bank
in credit line of USD50,000 thousand. According to the contract, the Company's financial

statements should maintain a specific debt ratio during the loan period.

(d)As of December 31, 2022 and 2021, the interest rate intervals for long-term loans were
1.33%~5.70% and 0.70%~5.70%, respectively.

289



English Translation of Financial Statements and Footnotes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

(e)The Group received a low-interest government loan from the Ministry of Economic Affairs
in the amounting NT$253,200 thousand with a term of 5~7 years and annual interest rates
of 1.33% payable monthly on the 15th day each month. The government grant of the low-
interest government loan was recorded under other liabilities-deferred government grants
income. The Group shall recognize the government grant income when it is reasonably
assured that the Group meets all the terms of the government grant agreement.

(FPlease refer to Note 8 for more detail of assets pledged as collaterals.

(17) Post-employment benefits

Defined contribution plan

The Company and its domestic subsidiaries adopt a defined contribution plan in accordance
with the Labor Pension Act of the R.O.C. Under the Labor Pension Act, the Company and its
domestic subsidiaries will make monthly contributions of no less than 6% of the employees’
monthly wages to the employees’ individual pension accounts. The Company and its domestic
subsidiaries have made monthly contributions of 6% of each individual employee’s salaries
or wages to employees’ pension accounts.

Subsidiaries located in the People’s Republic of China will contribute social welfare benefits
based on a certain percentage of employees’ salaries or wages to the employees’ individual

pension accounts.

Pension benefits for employees of overseas subsidiaries and branches are provided in
accordance with the local regulations.

Expenses under the defined contribution plan for the years ended December 31, 2022 and
2021 are NT$38,819 thousand and NT$35,211 thousand, respectively.
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Defined benefits plan

The Company adopt a defined benefit plan in accordance with the Labor Standards Act of the
R.O.C. The pension benefits are disbursed based on the units of service years and the average
salaries in the last month of the service year. Two units per year are awarded for the first 15
years of services while one unit per year is awarded after the completion of the 15" year. The
total units shall not exceed 45 units. Under the Labor Standards Act, the Company contribute
an amount equivalent to 2% of the employees’ total salaries and wages on a monthly basis to
the pension fund deposited at the Bank of Taiwan in the name of the administered pension
fund committee.

Before the end of each year, the Company assess the balance in the designated labor pension
fund. If the amount is inadequate to pay pensions calculated for workers retiring in the same
year, the Company will make up the difference in one appropriation before the end of March
the following year.

The Ministry of Labor is in charge of establishing and implementing the fund utilization plan
in accordance with the Regulations for Revenues, Expenditures, Safeguard and Utilization of
the Labor Retirement Fund. The pension fund is invested in-house or under mandation, based
on a passive-aggressive investment strategy for long-term profitability. The Ministry of Labor
establishes checks and risk management mechanism based on the assessment of risk factors
including market risk, credit risk and liquidity risk, in order to maintain adequate manager
flexibility to achieve targeted return without over-exposure of risk. With regard to utilization
of the pension fund, the minimum earnings in the annual distributions on the final financial
statement shall not be less than the earnings attainable from the amounts accrued from two-
year time deposits with the interest rates offered by local banks. Treasury Funds can be used
to cover the deficits after the approval of the competent authority. As the Company does not
participate in the operation and management of the pension fund, no disclosure on the fair
value of the plan assets categorized in different classes could be made in accordance with
paragraph 142 of IAS 19. The Group expects to contribute NT$5,081 thousand to its defined
benefit plan during the 12 months beginning after 31 December 2022.

As of December 31, 2022 and 2021 the maturities of the Company’s defined benefit plan were
expected in 2036 and 2037.
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Pension costs recognized in profit or loss for the years ended December 31, 2022 and 2021:

For the year ended December 31,

2022 2021
Current period service costs $129 $132
Net interest of defined benefit 387 253
Previous period service cost - -
Settlement - -
Total $516 $385

Changes in the defined benefit obligation and fair value of plan assets are as follows:

As of
Dec. 31, 2022 Dec. 31,2021 Jan. 1, 2021
Defined benefit obligation $73,454 $86,160 $90,364
Plan assets at fair value (43,760) (35,884) (31,476)
Other non-current liabilities — net defined benefit
liability on the consolidated balance sheets $29,694 $50,276 $58,888

Reconciliation of liability (asset) of the defined benefit plan is as follows:

Present value Net defined

of defined benefit

benefit Fair value of liability

obligation plan assets (asset)
As of January 1, 2021 $90,364 $(31,476) $58,888
Current period service costs 132 - 132
Net interest of defined benefit 388 (135) 253

Past service cost, gains and losses arising from
settlements - - -

Subtotal 520 (135) 385
Remeasurement of net defined benefit
liability(asset):
Actuarial gains and losses arising from changes
in demographic assumptions 437 - 437
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Actuarial gains and losses arising from changes
in financial assumptions

Experience adjustments

Re-measurement on defined benefit assets

Subtotal

Payments from the plan

Contributions by employer

Effect of exchange rates

As of December 31, 2021

Current period service costs

Net interest of defined benefit

Past service cost, gains and losses arising from
settlements

Subtotal

Remeasurement of net defined benefit

liability(asset):

Actuarial gains and losses arising from changes
in demographic assumptions

Actuarial gains and losses arising from changes
in financial assumptions

Experience adjustments

Re-measurement on defined benefit assets

Subtotal

Payments from the plan
Contributions by employer
Effect of exchange rates
As of December 31, 2022

Present value Net defined
of defined benefit
benefit Fair value of liability
obligation plan assets (asset)
(4,630) - (4,630)
10 - 10
- (430) (430)
(4,183) (430) (4,613)
(541) 541 -
- (4,384) (4,384)
86,160 (35,884) 50,276
129 - 129
663 (276) 387
792 (276) 516
(12,986) - (12,986)
(512) - (512)
- (2,518) (2,518)
(13,498) (2,518) (16,016)
- (5,082) (5,082)
$73,454 $(43,760) $29,694
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The following significant actuarial assumptions are used to determine the present value of the
defined benefit obligation:

As of December 31,
2022 2021
Discount rate 1.43% 0.77%
Expected rate of salary increases 2.50% 3.00%

Sensitivity analysis:

Effect on the defined benefit obligation

2022 2021

Increase Decrease Increase Decrease

defined benefit defined benefit defined benefit defined benefit

obligation obligation obligation obligation
Discount rate increase by 0.5% $4,890 $- $6,333 $-
Discount rate decrease by 0.5% - 5,331 - 6,946
Future salary increase by 0.5% 5,246 - 6,754 -
Future salary decrease by 0.5% - 4,864 - 6,231

The sensitivity analyses above are based on a change in a significant assumption (for example:
change in discount rate or future salary), keeping all other assumptions constant. The
sensitivity analyses may not be representative of an actual change in the defined benefit
obligation as it is unlikely that changes in assumptions would occur in isolation of one another.

There was no change in the methods and assumptions used in preparing the sensitivity
analyses compared to the previous period.

(18)Equity

(a)Common stock

As of December 31, 2022 and 2021, the Company’s authorized capital were both
NT$6,000,000 thousand, each share at par of NT$10. The Company’s paid-in capital were
NT$5,409,336 thousand and NT$5,408,984 thousand, respectively, divided into 540,933
thousand shares and 540,898 thousand shares, respectively. Each share has one voting right
and a right to receive dividends.
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On May 6, 2021, the Company’s board meeting resolved to increase the capital through an
issuance of 30,000 thousand new shares at a price of NT$52. The application has been
approved by the FSC with Order No. Jin-Guan-Cheng-Fa-Zi-1100352533.The base date
for the cash capital increase was October 13, 2021.

For the year ended December 31, 2021, the 7" unsecured convertible bonds in amount of
NT$2,400 thousand were converted into 35 thousand shares. The Board of directors on

March 23, 2022 resolved the measurement date was on March 24, 2022.

(b)Additional paid-in capital

As of December 31,

2022 2021
Additional paid-in capital $3,065,181  $3,065,181
All changes in interests in subsidiaries 965,314 1,038,084
Stock options — convertible rights 12,685 12,685
Other 31,239 31,239
Total $4,074,419  $4,147,189

According to the Company Act, the capital reserve shall not be used except for making
good the deficit of the Company. When a company incurs no loss, it may distribute the
capital reserves related to the income derived from the issuance of new shares at a premium
or income from endowments received by the company. The distribution could be made
either in cash or in the form of dividend shares to its shareholders in proportion to the
number of shares being held by each of them.
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(c)Retained earnings and dividend policies

(1)Distribution of earnings

The Articles of Incorporation, current year’s earnings , if any, shall be distributed in the
following order:

i Payment of all taxes and dues;

il Offset prior years’ operation 1osses;

iii Set aside 10% of the remaining amount after deducting items (a) and (b) as legal
reserve;

iv. The distribution of the remaining portion, if any, will be recommended by the Board

of Directors and resolved in the shareholders’ meeting.

(2)Dividend policy

The policy of dividend distribution should reflect factors such as the current and future
investment environment, fund requirements, domestic and international competition and
capital budgets, as well as the interest of the shareholders, share bonus equilibrium and
long-term financial planning etc. The Board of Directors shall make the distribution
proposal annually and present it at the shareholders’ meeting for final approval. And by
the Company’s policy, the portion of cash dividend shall not be less than 10% of total
shareholders’ bonus.

(3)Legal reserve

According to the Company Act, the Company has to set aside an amount for legal reserve
from current year’s earnings until such legal reserve reaches the total authorized capital.
The legal reserve can be used to make good the deficit of the Company. When the
Company incurs no loss, it may distribute the portion of legal reserve which exceeds
25% of the paid-in capital either by shares or by cash.
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(4)Special reserve

When the Company distributing distributable earnings, it shall set aside to special
reserve, an amount equal to “other net deductions from shareholders” equity for the
current fiscal year, provided that if the Company has already set aside special reserve
according to the requirements for the adoption of IFRS, it shall set aside supplemental
special reserve based on the difference between the amount already set aside and other
net deductions from shareholders’ equity. For any subsequent reversal of other net
deductions from shareholders’ equity, the amount reversed may be distributed from the
special reserve.

The FSC issued Order No. Financial-Supervisory-Securities-Corporate-1090150022 on
March 31, 2021, which sets out the following provisions for compliance:

On a public company's first-time adoption of the IFRS, for any unrealized revaluation
gains and cumulative translation adjustments (gains) recorded to shareholders’ equity
that the company elects to transfer to retained earnings by application of the exemption
under IFRS 1, the company shall set aside special reserve. For any subsequent use,
disposal or reclassification of related assets, the company can reverse the special reserve
by proportion and transfer to retained earnings.

As of December 31, 2022 and 2021, special reserve set aside for the first-time adoption
of T-IFRS amounted to NT$175,749 thousand.

The appropriations of earnings for the years 2022 and 2021 were approved through the

Board of Directors’ meetings and shareholders’ meetings held on March 15, 2023 and
June 21, 2022, respectively. The details of the distributions are as follows:

Dividend per share

Appropriation of earnings (inNT$)
2022 2021 2022 2021
Legal reserve $218,096 $107,274
Special reserve (60,999) (57,436)
Common stock —cash dividend 1,352,334 730,261 2.5 1.35
Total $1,509,431 $780,099
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Please refer to 6(23) for detail on employees’ compensation and remuneration to

directors and supervisors.

(d)Non-controlling interests

For the year ended
December 31,

2022 2021
Beginning balance $5,221,172 $3,968,057
Profit attributable to non-controlling interests 838,352 490,905
Other comprehensive income, attributable to non-
controlling interests, net of tax:
Exchange differences resulting from translating the
financial statements of a foreign operation 88,901 (21,081)
Acquisition or disposal of subsidiaries (218,294) 742,124
Issuance of employees share options by the subsidiary 5,540 41,167
Earning distribution to non-controlling interests (118,380) -

$5,817,291 $5,221,172

Ending balance

(19) Share-based payment plans

Certain employees of the Group are entitled to share-based payment as part of their
remunerations; services are provided by the employees in return for the equity instruments
granted. These plans are accounted for as equity-settled share-based payment transactions.

(a)Share-based payment plan for employees of the parent entity

On May 6, 2021, the Company’s board of directors meetings resolved to increase cash
capital. The measurement date was on October 13, 2021 and except for part of new shares

for employees to subscribe it.
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A.The following table contains further details on the aforementioned share-based payment

plan:
For the years ended
December 31, 2021
Number of share  Weighted-average
outstanding Exercise Price
(in thousand) per Share (NT$)
Outstanding at beginning of period - $-
Granted 3,600 52
Exercised (3,600) 52
Outstanding at end of period -
Weighted-average fair value of options
granted during the period (in NT$) $6.56

B.The compensation cost was recognized under the fair value method and the Black-
Scholes Option Pricing model was used to estimate the fair value of options granted.
Assumptions used in calculating the fair value are disclosed as follows:

2021.08.17
Stock market price $56
Exercised price $52
Expected volatility (%) 54.85%
Expected life (Years) 0.13 years
Expected dividend yield (%) 0%
Risk free interest rate (%) 0.099%

The stock market price on the grant date is evaluated by the income method and the market
method.

The expected volatility is based on the Company's stock price over 48 trading days.
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(b)Share-based payment plan for employees of the subsidiary

On May 15, 2020, the subsidiary was authorized by the Shareholders’ meeting to issue
employee share options with a total number of 8,080 thousands units. Each unit entitles an
optionee to subscribe for one share of the subsidiary’s common shares. Settlement upon
the exercise of the options will be made through the issuance of new shares by the
subsidiary. The optionee may exercise the options in accordance with certain schedules as
prescribed by the plan starting 12 months from the grant date.

The fair value of the share options is estimated at the grant date using a binomial option
pricing-model, taking into account the terms and conditions upon which the share options
were granted.

The contractual term of each option granted is six years. There are no cash settlement
alternatives. The Group does not have a past practice of cash settlement for these employee
share options.

On November 7, 2022, the subsidiary was authorized by the Extraordinary Shareholders’
meeting to issue employee share options with a total number of 4,450 thousands units. Each
unit entitles an optionee to subscribe for one share of the subsidiary’s common shares.
Settlement upon the exercise of the options will be made through the issuance of new shares
by the subsidiary. The optionee may exercise the options in accordance with certain
schedules as prescribed by the plan starting 12 months and after the completion of the initial
public offering and listing of the company from the grant date.

The fair value of the share options is estimated at the grant date using a Black-Scholes-
model, taking into account the terms and conditions upon which the share options were
granted.

The contractual term of each option granted is eight years. There are no cash settlement

alternatives. The Group does not have a past practice of cash settlement for these employee
share options.
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The relevant details of the aforementioned share-based payment 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
2022.11.18 4,450 RMB 3.79

The following table lists the inputs to the model used for the plan granted during the period
ended 31 December 2022 and 2020:

For the year ended December For the year ended December

31, 2022 31, 2020
Expected volatility (%) 43.36% 52.3%~59.0%
Risk-free interest rate (%) 2.43% 1.54%~1.77%
Expected option life (Years) 8 years 6 years
Option pricing model Black-Scholes-model ~ Binomial option pricing model

The expected life of the share options is based on historical data and current expectations
and is not necessarily indicative of exercise patterns that may occur. The expected volatility
reflects the assumption that the historical volatility over a period similar to the life of the
options is indicative of future trends, which may also not necessarily be the actual outcome.
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The following table contains further details on the aforementioned share-based payment

plan:

Outstanding at beginning of period
Granted

Forfeited

Exercised

Expired

Outstanding at end of period

Exercisable at end of period

For share options granted during the
period, weighted average fair value
of those options at the measurement
date (in dollars)

For the year ended December 31,

2022 2021
Number of Weighted Number of Weighted
share options  average exercise share options average exercise
outstanding price of share outstanding price of share
(in thousands) options (in dollars) (in thousands) options (in dollars)
8,080 RMB 3.13 8,080 RMB 3.13
4,450 RMB 3.79 - -
(1,466) - - -
11,064 RMB 3.40 8,080 RMB 3.13
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The information on the outstanding share options as of December 31, 2022 and 2021, are
as follows:

Weighted average remaining

exercise price contractual life (Years)
As at 31 December 2022
share options outstanding at the RMB 3.13 3 Years
end of the period
As at 31 December 2022 RMB 3.79 8 Years

share options outstanding at the
end of the period

As at 31 December 2021
share options outstanding at the RMB 3.13 4 Years
end of the period

The expense recognized for employee services received for the year ended 31 December
2022 and 2021, are shown in the following table:

For the year ended December 31,

2022 2021

Total expense arising from equity-settled
share-based payment transactions $5,540 $64,783

Modification of share-based payment plan on June 28, 2022 .The contractual term of each
option granted from six years to eight years.

No modification or cancellation of share-based payment plan has occurred in the year
ended 31 December 2021.

(20) Operating revenue

For the year ended December 31,

2022 2021

Revenue from customer contracts
Sale of goods $12,677,431 $10,341,276
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Analysis of revenue from contracts with customers during the years ended December 31, 2022
and 2021 are as follows:

(a)Disaggregation of revenue

Analysis of revenue from contracts with customers during the years ended December 31,
2022 are as follows:

Semi-conductor

business Solar business Total
Sale of goods $12,677,431 $  $12,677,431
The timing for revenue recognition:
At a point in time $12,677,431 $  $12,677,431

Analysis of revenue from contracts with customers during the years ended December 31,
2021 are as follows:

Semi-conductor

business Solar business Total
Sale of goods $10,341,276 $- $10,341,276
The timing for revenue recognition:
At a point in time $10,341,276 $- $10,341,276
(b)Contract balances
A. Contract liabilities
As of
Dec. 31, 2022 Dec. 31, 2021 Jan. 1, 2021
Sales of goods $708,655 $831,909 $553,611
Current $47 $132,431 $25,622
Non-current 708,608 699,478 527,989
Total $708,655 $831,909 $553,611
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Analysis of contract liabilities during the years ended December 31, 2022 are as follows:

Sales of goods

The opening balance transferred to revenue $(641,414)
Increase in receipts in advance during the period 518,160
(excluding the amount incurred and transferred to
revenue during the period)

Analysis of contract liabilities during the years ended December 31, 2021 are as follows:

Sales of goods

The opening balance transferred to revenue $(79,896)
Increase in receipts in advance during the period 358,194
(excluding the amount incurred and transferred to
revenue during the period)

(21)Expected credit losses (gains)

For the year ended December 31,

2022 2021

Operating expenses — Expected credit losses (gains)
Account receivables $820 $(1,001)

Please refer to Note 12 for more details on credit risk.
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The Group measures the loss allowance of its trade receivables (including notes receivable
and accounts receivable) at an amount equal to lifetime expected credit losses. The assessment
of the Group’s loss allowance as of December 31, 2022 and 2021 are as follow:

A. The Group needs to condsider the grouping of trade receivables by counter-parties’ credit
rating, by geographical region and by industry sector and its loss allowance is measured
by using a provision matrix. Details are as follow:

2022.12.31
Past due
Neither past 91-120  121-180 181-365
due (Note)  <=90 days days days days >=365 days Total
Gross carrying amount  $2,021,936 $459,295 $180 $91 $849 $- $2,482,351
Loss ratio 0.17% 1% 5% 10% 50% 100%
Lifetime expected
credit losses (3,395) (4,593) 9 © (425) - (8,431)
Carrying amount of
trade receivables $2,018,541  $454,702 $171 $82 $424 $- $2,473,920
2021.12.31
Past due
Neither past 91-120  121-180 181-365
due (Note)  <=90 days days days days >=365 days Total
Gross carrying amount  $2,418,255 $208,648 $871 $- $- $87,764 $2,715,538
Loss ratio 0.16% 1% 5% 10% 50% 100%
Lifetime expected
credit losses (3,848) (2,086) (44) - - (87,764) (93,742)
Carrying amount of
trade receivables $2,414,407  $206,562 $827 $- $- $- $2,621,796

Note: all the Group’s note receivables were not past due.
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B. The movement in the provision for impairment of notes receivable and accounts receivable
for the years ended December 31, 2022 and 2021 are as follows:

Notes Accounts

receivable receivable
Beginning balance as of January 1, 2022 $- $93,742
Addition (reversal) for the current period - 820
Write off for the current period - (86,266)
Effect of exchange rate - 135
Ending balance as of December 31, 2022 $- $8,431
Beginning balance as of January 1, 2021 $- $94,904
Addition (reversal) for the current period - (1,091)
Effect of exchange rate - (71)
Ending balance as of December 31, 2021 $- $93,742

(22)Leases
(a)Group as a lessee
The Group leases various properties, including real estate such as land and buildings,

machinery and equipment. The lease terms range from 1 to 50 years. The Group is not
allowed to loan, sublease or sell without obtaining the consent from the lessors.
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The Group’s leases effect on the financial position, financial performance and cash flows

are as follow:

A. Amounts recognized in the balance sheet

(i)Right-of-use assets

Other

Land Buildings equipment Total
Cost:
2022.01.01 $652,150 $- $- $652,150
Additions 191,318 27,610 295,154 514,082
Disposals - - - -
Reclassification - - - -
Exchange differences 9,137 - - 9,137
2022.12.31 $852,605 $27,610 $295,154 $1,175,369
2021.01.01 $655,285 $- $- $655,285
Additions - - - -
Disposals - - - -
Reclassification - - - -
Exchange differences (3,135) - - (3,135)
2021.12.31 $652,150 $- $- $652,150
Depreciation and impairment:
2022.01.01 $59,910 $- $- $59,910
Depreciation 23,498 2,052 44,281 69,831
Disposals - - - -
Reclassification - - - -
Exchange differences 623 62 9,044 9,729
2022.12.31 $84,031 $2,114 $53,325 $139,470
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Other
Land Buildings equipment Total

2021.01.01 $39,931 $- $- $39,931
Depreciation 20,134 - - 20,134
Disposals - - - -
Reclassification - - - -
Exchange differences (155) - - (155)
2021.12.31 $59,910 $- $- $59,910
Net carrying amount:

2022.12.31 $768,574 $25,496 $241,829 $1,035,899
2021.12.31 $592,240 $- $- $592,240

Please refer to Note 8 for more details on right-of-use assets under pledge.

(if)Lease liabilities

As of December 31,
2022 2021
Lease liabilities $512,305 $49,637
Current $64,352 $5,681
Non-current 447,953 43,956
Total $512,305 $49,637

Please refer to Note 6(24)(d) for the interest on lease liabilities recognized during the
year ended December 31, 2022 and 2021, and refer to Notel2(5) Liquidity Risk
Management for the maturity analysis for lease liabilities as at December 31, 2022
and 2021.

B. Income and costs relating to leasing activities

For the year ended December 31,
2022 2021
Short-term leased expense (rental expense) $58,191 $81,738
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The portfolio of short-term leases of the Group to which it is committed at the end of
the reporting period is dissimilar to the portfolio of short-term leases to which the short-
term lease expense disclosed above and the amount of its lease commitments is NT$0.

C. Cash outflow relating to leasing activities

Cash outflow relating to leases amount

For the year ended December 31,

2022

2021

$124,577

$88,584

(23) Summary of employee benefits, depreciation and amortization by function is as follows:

For the year ended December 31,

2022 2021
Cost of Cost of
goods sold| Operating goods sold| Operating
costs expense Total costs expenses Total

Employee benefits

Salaries & wages $1,081,575 | $463,651 |$1,545,226 | $891,857 | $491,676 |$1,383,533

Labor and health insurance 77,512 14,861 92,373 70,331 13,179 83,510

Pension 31,163 8,172 39,335 28,366 7,230 35,596

Other employee benefits 221,192 95,266 316,458 | 200,814 29,315 230,129
Depreciation 1,333,437 | 269,922 | 1,603,359 |1,127,611 | 221,284 | 1,348,895
Amortization 306 10,969 11,275 765 11,670 12,435

According to the resolution, no higher than 2% of profit of the current year is distributable as
remuneration to directors and supervisors and no lower than 5% of profit of the current year

is distributable as employees’ compensation. However, the company’s accumulated losses
shall have been covered. The Company may, by a resolution adopted by a majority vote at a
meeting of Board of Directors’ attended by two-thirds of the total number of directors, have
the profit distributable as employees’ compensation in the form of shares or in cash; and in

addition thereto a report of such distribution is submitted to the shareholders’ meeting.

Information on the Board of Directors’ resolution regarding the employees’ compensation

and remuneration to directors and supervisors can be obtained from the “Market Observation
Post System” on the website of the TWSE.
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Based on profit of the year ended December 31 2022, the Company estimated the amounts of
the employees’ compensation and remuneration to directors and supervisors for the year
ended December 31, 2022 to be 5.28% of profit of the current year and 0.37% of profit of the
current year, respectively, recognized as employee benefits expense. As such, employees’
compensation and remuneration to directors and supervisors for the year ended December 31,
2022 amount to NT$150,000 thousand and NT$10,500 thousand, respectively. The Company
estimated the amounts of the employees’s compensation and remuneration to dircetors and
supervisors for the year ended December 31, 2021 to be 5.82% of profit of the current year
and 0.65% of profit of the current year, respectively, recognized as employee benefits
expense. Employees’ compensation and remuneration to directors and supervisors for the year
ended December 31, 2021 amount to NT$75,000 thousand and NT$8,400 thousand,
respectively.

The Company’s Board has determined the employees’ compensation and directors’
remuneration, all in cash, to be NT$150,000 thousand and NT$10,500 thousand, respectively,
in a meeting held on March 15, 2023. No differences exist between the estimated amount and
the actual distribution of the employee bonuses and remuneration to directors for the year
ended December 31, 2022.

Actual distribution of employees’ compensation and remuneration to directors and
supervisors of 2021 amount to NT$75,000 thousand and NT$8,400 thousand, respectively.
No differences exist between the estimated amount and the actual distribution of the employee
bonuses and remuneration to directors for the year ended December 31, 2021.

(24) Non-operating income and expenses
(a)Interest income
For the year ended

December 31,
2022 2021

Financial assets measured at amortized cost
Interest income $34,819 $10,765
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(b)Other incomes

Other income — others

(c)Other gains and losses

Recognition of contract liabilities to income
Recognition of long-term prepayments for materials to loss
Foreign exchange gains (losses), net
Compensation income
Others
Gains (losses) on disposal of property, plant and equipment
Reversal of impairment loss on property, plant and
equipment
Gains (losses) on financial assets at
fair value through profit or loss
Gains (losses) on disposal of investments
Total

(d)Finance costs

Interest on borrowings from bank
Interests on lease liabilities
Interests on bonds payable

Total
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For the year ended
December 31,

2022 2021

$102,646 $81,455

For the year ended
December 31,

2022 2021

$433,826 $-
(183,302) 34,615
152,045 (26,128)

148,571 -
(46,637) (51,218)
(8,484)  (122,609)
2,196 129,993

(1,994) 682

- 618

$496,221  $(34,047)

For the year ended
December 31,

2022 2021
$241,964 $175,693
14,969 1,304
4,125 1,768

$261,058 $178,765
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(25) Components of other comprehensive income

For the year ended December 31, 2022

Tax relating to

Other components of Other
Reclassification comprehensive other comprehensive
Arising during  during the income, pre- comprehensive income, net of
the period period tax income tax
Not to be reclassified to profit or loss in
subsequent periods:
Remeasurement of defined benefit plans $16,016 $- $16,016 $- $16,016

Unrealized gain (losses) from equity
instruments investments measured at fair
value through other comprehensive
income (51,819) - (51,819) - (51,819)
May be reclassified to profit or loss in
subsequent periods:
Exchange differences arising on translating
of a foreign operations 201,719 - 201,719 - 201,719
Total of other comprehensive income $165,916 $- $165,916 $- $165,916

313



English Translation of Financial Statements and Footnotes Originally Issued in Chinese
WAFER WORKS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTINUED)
(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

For the year ended December 31, 2021

Tax relating to

Other components of Other
Reclassification comprehensive other comprehensive
Arising during  during the income, pre- comprehensive income, net of
the period period tax income tax
Not to be reclassified to profit or loss in
subsequent periods:
Remeasurement of defined benefit plans $4,613 $- $4,613 $- $4,613
Unrealized gain (losses) from equity
instruments investments measured at fair
value through other comprehensive
income 105,861 - 105,861 - 105,861
May be reclassified to profit or loss in
subsequent periods:
Exchange differences arising on translating
of a foreign operations (51,954) - (51,954) - (51,954)
Total of other comprehensive income $58,520 $- $58,520 $- $58,520
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(26) Income tax

(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

(a)The major components of income tax expense (income) are as follows:

Income tax expense (income) recognized in profit or loss

Current income tax expense (income):
Current income tax charge
Adjustments in respect of current income tax of prior
periods
Deferred tax expense (income):
Deferred tax expense (income) relating to origination
and reversal of temporary differences
Total income tax expense

For the year ended
December 31,

2022 2021

$714,464 $333,815

(9,256) (6,911)

(2,117) 531

$703,091 $327,435

(b)A reconciliation between tax expense and the product of accounting profit multiplied by

applicable tax rates is as follows:

Accounting income before tax from continuing operations

Tax payable at the enacted tax rates

Tax effect of revenues exempt from taxation

Tax effect of expenses not deductible for tax purposes

Tax effect of deferred tax assets/liabilities

Surtax on undistributed earnings

Adjustments in respect of current income tax of prior
periods

Total income tax expense recognized in profit or loss
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For the year ended
December 31,

2022 2021

$3,706,382  $1,868,912

$1,205,225  $597,327
(476,066)  (204,475)
(112,282)  (69,019)

80,838 4,982
14,632 5,531
(9,256) (6,911)

$703,091 $327,435
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(c)Deferred tax assets (liabilities) relate to the following:

For the year ended December 31, 2022

Deferred tax
income
Beginning (expense) Ending balance

balance as Jan.  recognized in  Effect of tax Exchange as of Dec. 31,

1, 2022 P/L rate change differences 2022
Temporary differences
Unrealized loss on inventory valuation $23,274 $(148) $- $- $23,126
Unrealized exchange loss (gain) 2,204 (723) - - 1,481
Pension expense 1,967 - - - 1,967
Unrealized intragroup profits and losses 7,400 1,000 - - 8,400
Unpaid liability transferred to revenue 275 - - - 275
Accumulated compensated absences
expense 3,051 74 - - 3,125
Bonus payable 2,315 1,687 - - 4,002
Other expense 432 227 - 398 1,057
Deferred tax income/ (expense) $2,117 $- $398
Net deferred tax assets/(liabilities) $40,918 $43,433
Reflected in balance sheet as follows:
Deferred tax assets $40,918 $43,433
Deferred tax liabilities $- $-
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For the year ended December 31, 2021

Deferred tax
income
Beginning (expense) Ending balance

balance as Jan.  recognized in  Effect of tax Exchange as of Dec. 31,

1, 2021 P/L rate change differences 2021
Temporary differences
Unrealized loss on inventory valuation $23,260 $14 $- $- $23,274
Unrealized exchange loss (gain) 748 1,456 - - 2,204
Pension expense 1,967 - - - 1,967
Unrealized intragroup profits and losses 9,400 (2,000) - - 7,400
Unpaid liability transferred to revenue 275 - - - 275
Accumulated compensated absences
expense 3,040 11 - - 3,051
Bonus payable 1,942 373 - - 2,315
Bad debt expenses 769 (769) - - -
Other expense 144 384 - (96) 432
Deferred tax income/ (expense) $(531) $- $(96)
Net deferred tax assets/(liabilities) $41,545 $40,918
Reflected in balance sheet as follows:
Deferred tax assets $41,545 $40,918
Deferred tax liabilities $- $-

(d)Unrecognized deferred tax assets
As of December 31, 2022 and 2021, deferred tax assets that have not been recognized as

they may not be used to offset future taxable profits amount to NT$302,904 thousand and
NT$300,295 thousand, respectively.
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(e)Unrecognized deferred tax liabilities relating to the investment in subsidiaries

The Group did not recognize any deferred tax liability for taxes that would be payable on
the unremitted earnings of the Group’s overseas subsidiaries, as the Group has determined
that undistributed profits of its subsidiaries will not be distributed in the foreseeable future.
As at December 31, 2022 and 2021, the taxable temporary differences associated with
investment in subsidiaries, for which deferred tax liability has not been recognized,
aggregate to NT$516,484 thousand and NT$353,685 thousand, respectively.

(HThe following table contains the information of unused tax losses of the Group:

Subsidiaries
Unused tax losses
As of Dec. As of Dec.

Year 31, 2022 31, 2021 Maturity
2012 $- $164 2022
2013 186 186 2023
2014 121 121 2024
2015 190 190 2025
2019 - 230 2024
2020 146,801 148,994 2025
2021 189,080 226,028 2026
2022 202,139 - 2027

Total $538,517 $375,913

(9) The assessment of income tax returns

As at December 31, 2022, the status of tax authority’s assessment of the income tax returns
of the Company and its subsidiaries is as follows:

The assessment of income tax returns

The Company Assessed and approved up to 2020
Subsidiary- Heli-Vantech Corp. Assessed and approved up to 2020
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(27)Earnings per share

Basic earnings per share are calculated by dividing net profit for the year attributable to
ordinary equity holders of the parent entity by the weighted average number of ordinary shares

outstanding during the year.

Diluted earnings per share are calculated by dividing the net profit attributable to ordinary
equity holders of the parent entity (after adjusting for interest on the convertible preference
shares) by the weighted average number of ordinary shares outstanding during the year plus
the weighted average number of ordinary shares that would be issued on conversion of all the

dilutive potential ordinary shares into ordinary shares.

(a) Basic earnings per share
Profit attributable to ordinary equity holders of the Company (in
thousand NT$)

Weighted average number of ordinary shares outstanding for basic
earnings per share (in thousand shares)

Basic earnings per share (in NT$)

(b) Diluted earnings per share
Weighted average number of ordinary shares outstanding after
dilution of the Company (in thousand shares)
Gain or loss on valuation of redemption
Interest expense from convertible bonds
Profit attributable to ordinary equity holders of the Company after
dilution (in thousand NT$)

Weighted average number of ordinary shares outstanding for basic
earnings per share (in thousand shares)

Effect of dilution:

Employee bonus —stock (in thousand shares)

Convertible bonds (in thousand shares)
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For the year ended

December 31,

2022 2021
$2,164,939  $1,050,572
540,934 519,592
$4.00 $2.02
$2,164,939  $1,050,572
1,595 (682)
3,300 1,414
$2,169,834  $1,051,304
540,934 519,592
3,895 1,130
4,495 1,902
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For the year ended
December 31,

2022 2021
Weighted average number of ordinary shares outstanding after
dilution (in thousand shares) 549,324 522,624
Diluted earnings per share (in NT$) $3.95 $2.01

There were no other transactions involving ordinary shares or potential ordinary shares
between the reporting date and the date of completion of the financial statements.

(28)The changes of the ownership interests in subsidisries

Acquisition of new shares in a subsidiary not in proportionate to ownership interst

The Group’s holding interest on one of its subsidiaries, Wafer Works (Shanghai) Co., Ltd. has
been reduced to 53.64% due to surrendering its pre-empt right on the subsidiary’s cash
offerrings in November in 2021.

As a result of the cash offerrings, the Group received additional cash of NT$954,570 thousand
and the carrying amount of Wafer Works (Shanghai) Co., Ltd.’s net assets (excluding goodwill
on the original acquisition) became NT$5,058,436 thousand. Details of reduction on Wafer
Works (Shanghai) Co., Ltd.’s equity, including changes in non-controlling interests, were

listed below.

Additional cash received from the offerrings $954,570
Increase (decrease) to non-controlling interests (742,124)
Difference recognized in capital surplus or retained earning within equity $212,446
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Acquisition of additional interest in subsidiary

In August 2022, the Group acquired an additional 3.8815% of the voting shares of Silicon
Technology Investment (Cayman) Corp., increasing its ownership to 89.2615%. A cash
consideration of USD9,600,000 thousand (equivalent to NT$207,096 thousand) was paid to
the non-controlling interest shareholders. The carrying amount of Silicon Technology
Investment (Cayman) Corp. net assets (excluding goodwill on the original acquisition) was
NT$5,870,282 thousand. Following is a schedule of additional interest acquired in Silicon
Technology Investment (Cayman) Corp. including changes in non-controlling interests:

Cash paid to non-controlling interests $(297,096)
Increase (decrease) to non-controlling interests (224,326)
Difference recognized in capital surplus or retained earning within equity $(72,770)

(29)Subsidiary that has material non-controlling interests
Financial information of subsidiary that has material non-controlling interests is as below:

Proportion of equity interest held by non-controlling interests:

As of December 31,
Name Country 2022 2021
Silicon Technology Investment Cayman 10.74% 14.62%
(Cayman) Corp.
Wafer Works (Shanghai) Co., Ltd. China 46.36% 46.36%
As of December 31,
2022 2021
Accumulated balances of material non-controlling
interest:
Silicon Technology Investment (Cayman) Corp. $635,697 $746,767
Wafer Works (Shanghai) Co., Ltd. $5,181,594 $4,474,405
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For the year ended December 31,

2022 2021
Profit/(loss) allocated to material non-controlling
interest:
Silicon Technology Investment (Cayman) Corp. $105,602 $77,799
Wafer Works (Shanghai) Co., Ltd. $732,750 $413,106

The summarized financial information of this subsidiary is provided below. This information
is based on amounts before inter-company eliminations.

Silicon Technology Investment (Cayman) Corp. and Wafer Works (Shanghai) Co., Ltd.
summarized information of profit or loss for the years ended December 31, 2022 and 2021

were as follows:

For the year ended December 31,

2022 2021
Wafer Works Wafer Works
(Shanghai) (Shanghai)
Silicon Co., Ltd. Silicon Co., Ltd.

Operating revenue $6,853,029  $6,853,029  $5,771,086  $5,771,086
Profit/loss from continuing

operation 1,526,102 1,580,612 945,149 946,572

Total comprehensive income 1,676,158 1,737,695 906,551 906,578

Silicon Technology Investment (Cayman) Corp. summarized information of financial position
is as follows:

As of December 31,

2022 2021
Current assets $5,171,463 $4,841,518
Non-current assets 11,288,117 10,929,812
Current liabilities 2,342,174 3,229,700
Non-current liabilities 3,126,080 3,033,168
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Wafer Works (Shanghai) Co., Ltd. summarized information of financial position is as follows:

As of December 31,

2022 2021
Current assets $5,153,642 $4,806,917
Non-current assets 11,288,117 10,929,812
Current liabilities 2,249,360 3,145,998
Non-current liabilities 3,126,080 3,033,168

Silicon Technology Investment (Cayman) Corp. and Wafer Works (Shanghai) Co., Ltd.
summarized cash flow information is as follows:

For the year ended December 31,

2022 2021
Wafer Works Wafer Works
(Shanghai) (Shanghai)
Silicon Co., Ltd. Silicon Co., Ltd.
Operating activities $3,464,080  $3,520,295  $1,361,929  $2,176,445
Investing activities (1,176,531)  (1,176,531) (1,515,365) (1,515,365)
Financing activities (2,092,549)  (2,128,196) 483,237 483,237
Net increase/(decrease) in 180,743 201,311 298,812 300,247

cash and cash equivalents

7. Related party transactions

(a)Key management personnel compensation

For the year ended
December 31,

2022 2021
Short-term employee benefit $42,550 $30,539
Post-employment benefit 736 659
Total $43,286 $31,198
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8. Assets pledged as collateral

Carrying amount

As of Dec. 31,

Assets pledged for security 2022 2021 Secured liabilities
Refundable deposits $- $3,872 Litigation deposit
Notes receivable 6,093 125,945 Short-term loans
Financial assets measured at amortized 47,291 21,056 Customs duty guarantee

cost-current and loans
Financial assets measured at amortized 156,484 54,558 Long-term loans
cost-current
Financial assets measured at amortized 21,967 9,967 Land leased

cost-noncurrent
Property, plant and equipment — land 259,131 259,131 Long-term loans
Property, plant and equipment — buildings 2,810,003 2,557,692 Long-term loans
Property, plant and equipment — machinery 1,780,174 450,130 Long-term loans
and equipment

Property, plant and equipment — machinery 2,457 3,804 Long-term loans
and equipment

Property, plant and equipment — machinery 3,456 4,906 Long-term loans
and equipment

Property, plant and equipment — - 455,415 Long-term loans

construction in progress and equipment
awaiting inspection

Right-of-use assets — land 263,911 267,759 Long-term loans
Right-of-use assets — land 274,089 276,012 Performance guarantee
Total $5,625,056 $4,490,247

9. Significant contingencies and unrecognized contract commitments

(@)The Group’s unused letters of credit (LC) as of December 31, 2022 were as follows:

Currency LC Amount Security
usD usD 1,323 thousand RMB 6,390 thousand
JPY JPY 24,000 thousand
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The security are classified under financial assets measured at amortized cost-current.

(b)As of December 31, 2022, outstanding contracts related to the purchased property, plant and
equipment were as follows:

Type of Asset Total Amount ~ Amount paid to date  Amount outstanding
Construction in progress $571,735 $398,017 $173,718
Equipment 1,947,165 1,467,214 479,951
Total $2,518,900 $1,865,231 $653,669

The above amount paid are classified under prepayment for equipment, construction in progress
and equipment awaiting examination.

(c)The Company signed a 8-year and a 7-year purchase contracts with Supplier A for the period
from January 1, 2009 through December 31, 2016 and January 1, 2010 through December 31,
2016 for stabilizing the material sources and to enhance the relationship with the supplier. On
July 31, 2015, the agreements have been effectively extended for the maturities at December
31, 2020 and December 31, 2022, respectively. Under the agreements, installment prepayments
which are to be offset by the Company’s future purchase orders were agreed and paid by the
Company.

The Company and Supplier A signed an agreement to terminate the purchase contracts on
August 18, 2022. The rights and obligations of both parties in the original contracts were
terminated at the same time. Supplier A agreed to return part of the payment. The Company
recognized loss of prepayment for purchasing materials in the amount of NT$183,302, booked
under other losses for the year ended December 31, 2022.

(d)The Company signed a 3-year purchase contracts with Supplier B for the period from August
16, 2021 through August 16, 2024 for stabilizing the material sources and to enhance the
relationship with the supplier. Under the agreements, installment prepayments which are to be
offset by the Company’s future purchase orders were agreed and paid by the Company.

(e)The Company signed a 3-year purchase contracts with Supplier C for the period from August
15, 2022 through December 31, 2025 for stabilizing the material sources and to enhance the
relationship with the supplier. Under the agreements, installment prepayments which are to be
offset by the Company’s future purchase orders were agreed and paid by the Company.
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(HTo extend long-term business, the Company co-operated with its customers via strategic
alliances. During 2008, the Company signed a long-term sale contract with its customer A. The
Company will provide the silicon wafer solar to its customers from January 1, 2011 to
December 31, 2016. The contract regulated the obligations that customers should fulfill orders
and the Company could receive advance payment by instalilment. As customers fulfill an
obligation of orders, and the Company could offset against sales by advance sales receipts.

However, during the contract period, customer A did not fulfill its obligation in accordance with
the terms of the contract. On January 13, 2016, the Company therefore filed a damages claim
to the Hsinchu District Court. On October 13, 2017, the Hsinchu District Court decided in favor
of the Company that customer A shall pay to the Company NT$500,000 thousand plus the
interest calculated at 5% annual interest rate for the period from December 23, 2015 to the
settlement date in addition to a prepayment of US$16,240 thousand to be confiscated by the
Company. Customer A appealed to the Taiwan High Court on October 31, 2017. On January
27, 2021, the Taiwan High Court dismissed the appeal. Customer A appealed to the Supreme
Court on February 23, 2021. On November 3, 2021, the Supreme Court set aside the original
judgment, and returned the case to the Taiwan High Court. The Company and Customer A
ended the proceedings in accordance with the result of the reconciliation in the Taiwan High
Court. Based on the result of the reconciliation, the Company confiscated the prepayment from
Customer A and collected the damages on September 8, 2022.

(g)To develop long-term business and establishing long-term strategic alliances relation with
ownstream suppliers. The Company is entitled to receive in advance specific payments in an
installment basis while customers shall put their purchase orders in compliance with the
regulation within the agreement by using its prepayment. As of December 31, 2022, the Group’s
contracts are as follows:

Customer Contract period Contract liability balance
Customer B 2018.10.01~2022.12.31 $3,806
Customer C 2022.01.01~2024.12.31 149,747
Customer D 2021.10.01~2023.09.30 23,877
Customer E 2022.01.01~2024.12.31 84,650
Customer F 2022.01.01~2023.12.01 50,988
Customer G 2022.01.01~2024.12.31 57,786
Customer H 2022.04.26~2024.12.31 337,754
Total $708,608
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(h)As of December 31, 2022, the Group issued a tariff guarantee of NT$29,000 thousand to the
bank for the purpose of importing goods.

Losses due to major disasters

None.

Significant subsequent events

A.On March 15, 2023, the Company’s board of directors resolved to issue restricted stock for
employees. The number of shares to be issued shall not exceed 1,500,000 shares, and the
actual terms of issuance and subscription are subject to the approval of the shareholders'
meeting.

B.On March 15, 2023, the Company’s board of directors resolved to have Wafer Works
(Shanghai) Co., Ltd. go for an initial public offering of RMB ordinary shares and apply to
be listed on the Science and Technology Innovation Board of Shanghai Stock Exchange.
Due to amendments to local regulations, adjustments and new commitments, the Company
assessed that there was no significant impact on the finance, business or shareholders’ equity
of the Company and its subsidiaries. The above commitments can be found on the “Market
Observation Post System” on TWSE website.
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12. Others

(1)Categories of financial instruments

Financial assets As of December 31,
2022 2021
Financial asset at fair value through P/L:
Mandatorily measured at fair value through P/L $119 $2,113
Financial assets at fair value through OCI 112,141 149,325
Financial assets measured at amortized cost
Cash and petty cash 5,423,876 5,736,575
Restricted assets 225,742 85,581
Notes receivables 21,815 219,801
Accounts receivables 2,452,105 2,401,995
Other receivables 88,535 37,427
Total $8,324,333 $8,632,817
Financial liabilities As of December 31,
2022 2021
Financial liabilities at amortized cost:
Short-term loans $999,704 $1,976,531
Payable 2,122,511 1,948,840
Long-term loans (current portion included) 4,332,242 4,800,867
Bonds payable 288,510 284,385
Lease liabilities (including current portion) 512,305 49,637
Total $8,255,272 $9,060,260

(2)Financial risk management objectives and policies
The Group’s principal financial risk management objective is to manage the market risk,

credit risk and liquidity risk related to its operating activates. The Group identifies measures
and manages the aforementioned risks based on the Group’s policy and risk appetite.
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The Group has established appropriate policies, procedures and internal controls for financial
risk management. Before entering into significant transactions, due approval process by the
Board of Directors and Audit Committee must be carried out based on related protocols and
internal control procedures. The Group complies with its financial risk management policies
at all times.

(3)Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of the changes in market prices. Market prices comprise currency risk,
interest rate risk and other price risk (such as equity risk).

In practice, it is rare that a single risk variable will change independently from other risk
variable, i.e., there are usually interdependencies between risk variables. However, the
sensitivity analysis disclosed below does not take into account the interdependencies between
risk variables.

Foreign currency risk

The Group’s exposure to the risk of changes in foreign exchange rates relates primarily to the
Group’s operating activities (when revenue or expense are denominated in a different
currency from the Group’s functional currency) and the Group’s net investments in foreign
subsidiaries.

The Group has certain foreign currency receivables to be denominated in the same foreign
currency with certain foreign currency payables, therefore natural hedge is received. The
Group also uses forward contracts to hedge the foreign currency risk on certain items
denominated in foreign currencies. Hedge accounting is not applied as they did not qualify
for hedge accounting criteria. Furthermore, as net investments in foreign subsidiaries are for
strategic purposes, they are not hedged by the Group.
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The foreign currency sensitivity analysis of the possible change in foreign exchange rates on
the Group’s profit is performed on significant monetary items denominated in foreign
currencies as at the end of the reporting period. The Group’s foreign currency risk is mainly
related to the volatility in the exchange rates for foreign currency. The information of the
sensitivity analysis is as follows:

When NTD strengthens/weakens against USD by 1%, the profit for the years ended December
31, 2022 and 2021 is increased/decreased by NT$24,144 thousand and NT$8,598 thousand,
respectively.

When NTD strengthens/weakens against RMB by 1%, the profit for the years ended
December 31, 2022 and 2021 is decreased/increased by NT$16,778 thousand and NT$18,473

thousand, respectively.

Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument
will fluctuate because of changes in market interest rates. The Group’s exposure to the risk of
changes in market interest rates relates primarily to the Group’s investments with variable
interest rates, bank borrowings with fixed interest rates and variable interest rates.

The interest rate sensitivity analysis is performed on items exposed to interest rate risk as at
the end of the reporting period, including investments and borrowings with variable interest
rates and interest rate swaps. At the reporting date, a change of 10 basis points of interest rate
in a reporting period could cause the profit for the years ended December 31, 2022 and 2021
to decrease/increase by NT$5,326 thousand and NT$6,609 thousand, respectively.

Equity price risk

The fair value of the Group’s listed and unlisted equity securities are susceptible to market
price risk arising from uncertainties about future values of the investment securities. The
Group’s listed equity securities, including fair value through other comprehensive income.
The Group manages the equity price risk through diversification and placing limits on
individual and total equity instruments. Reports on the equity portfolio are submitted to the
Group’s senior management on a regular basis. The Group’s Board of Directors reviews and
approves all equity investment decisions.
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At the reporting date, a change of 1% in the price of the listed companies stocks classified as
equity instruments investments measured at fair value through other comprehensive income
could have an impact of NT$1,122 and NT$1,495 on the equity attributable to the Group for
the year ended December 31, 2022 and 2021, respectively.

Please refer Notel2(9) for sensitivity analysis information of other equity instruments or
derivatives that are linked to such equity instruments whose fair value measurement is
categorized under Level 3.

(4)Credit risk management

Credit risk is the risk that the counterparty will not meet its obligations under a contract,
leading to a financial loss. The Group is exposed to credit risk from operating activities
(primarily for accounts receivables and notes receivables) and from its financing activities,
including bank deposits and other financial instruments.

Credit risk is managed by each business unit subject to the Group’s established policy,
procedures and control relating to credit risk management. Credit limits are established for all
counter parties based on their financial position, rating from credit rating agencies, historical
experience, prevailing economic condition and the Group’s internal rating criteria etc. Certain
counter parties’ credit risk will also be managed by taking credit enhancing procedures, such
as requesting for prepayment or insurance.

As of December 31, 2022 and 2021, receivables from the top ten customers were accounted
for 62.01% and 44.80% of the Group’s total accounts receivable, respectively. The
concentration of credit risk is relatively insignificant for the remaining receivables.

Credit risk from balances with banks, fixed income securities and other financial instruments
is managed by the Group’s treasury in accordance with the Group’s policy. The Group only
transacts with counterparties approved by the internal control procedures, which are banks
and financial institutions, companies and government entities with good credit rating.
Consequently, there is no significant credit risk for these counterparties.
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The Group adopted IFRS 9 to assess the expected credit losses. Except for the loss allowance
of trade receivables is measured at lifetime expected credit losses, the remaining debt
instrument investments which are not measured at fair value through profit or loss, low credit
risk for these investments is a prerequisite upon acquisition and by using their credit risk as a
basis for the distinction of categories.

Financial assets are written off when there is no realistic prospect of future recovery (the issuer
or the debtor is in financial difficulties or bankruptcy).

(5)Liquidity risk management

The Group’s objective is to maintain a balance between continuity of funding and flexibility
through the use of cash and cash equivalents, highly liquid equity investments, bank
borrowings, etc. The table below summarizes the maturity profile of the Group’s financial
liabilities based on the contractual undiscounted payments and contractual maturity. The
payment amount includes the contractual interest. The undiscounted interest payment relating
to borrowings with variable interest rates is extrapolated based on the estimated yield curve
as of the end of the reporting period.

Non-derivative financial instruments

Less than 1 Over than
year lto2years 2to3years 3to4years 4toS5 years 5 years Total

As of Dec. 31, 2022

Loans $2,302,065  $2,022,727 $1,238,233 $166,116 $33,504 $-  $5,762,645
Payables 2,122,511 - - - - - 2,122,511
Bonds payable - - - 297,600 - - 297,600
Lease Liabilities 80,614 80,824 80,998 80,883 46,922 226,746 596,987
As of Dec. 31, 2021

Loans $2,801,079  $1,209,522 $2,149,648 $946,182 $173,637 $-  $7,280,068
Payables 1,948,840 - - - - - 1,948,840
Bonds payable - - - - 297,600 - 297,600
Lease Liabilities 6,846 6,846 6,846 6,846 6,846 20,538 54,768

332



English Translation of Financial Statements and Footnotes Originally Issued in Chinese

WAFER WORKS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONTINUED)

(6)Movement schedule of liabilities arising from financing activities

Movement schedule of liabilities for the year ended December 31, 2022:

Guarantee
Short-term Bonds Long-term deposit
borrowings  payable  borrowings  received

(Amounts Expressed in Thousands of New Taiwan Dollars Unless Otherwise Specified)

Total
liabilities

from
Lease financing
liabilities  activities

As of January 1, 2022 $1,976,531 $284,385 $4,800,867 $95,991
Cash flows (976,827) - (597,316) (29,226)
Non-cash changes
Lease range changes - - - -
Interests on lease liabilities - - - -

$49,637 $7,207,411
(66,386) (1,669,755)

514,082 514,082
14,969 14,969

Interest expense - 4,125 - - - 4,125
Other - - 595 - - 595
Currency rate change - - 128,096 - 3 128,099
As of December 31, 2022 $999,704  $288,510 $4,332,242 $66,765  $512,305 $6,199,526

Movement schedule of liabilities for the year ended December 31, 2021:

Guarantee
Short-term Bonds Long-term deposit
borrowings  payable  borrowings  received

Total
liabilities

from
Lease financing
liabilities  activities

As of January 1, 2021 $2,205,581 $-  $5,221,176 $19,772
Cash flows (229,050) 296,434 (391,469) 76,219
Non-cash changes

Interests on lease liabilities - - - -

Other - (13,817) - -
Interest expense - 1,768 (1,135) -
Currency rate change - - (27,705) -

$55,179 $7,501,708
(6,846)  (254,712)

1,304 1,304
- (13,817)
- 633
- (27,705)

As of December 31, 2021 $1,976,531 $284,385 $4,800,867 $95,991

$49,637 $7,207,411
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(7)Fair values of financial instruments

(@)The methods and assumptions applied in determining the fair value of financial
instruments:

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The
following methods and assumptions were used by the Group to measure or disclose the fair
values of financial assets and financial liabilities:

i. The carrying amount of cash and cash equivalents, accounts receivable, accounts
payable and other current liabilities approximate their fair value.

ii. For financial assets and liabilities traded in an active market with standard terms and
conditions, their fair value is determined based on market quotation price (including
listed equity securities and bonds) at the reporting date.

iii. The fair value of derivative financial instrument is based on market quotations. For
unquoted derivatives that are not options, the fair value is determined based on
discounted cash flow analysis using interest rate yield curve for the contract period.
Fair value of option-based derivative financial instruments is obtained using the option
pricing model.

iv. The fair value of other financial assets and liabilities is determined using discounted

cash flow analysis. The interest rate and discount rate are selected with reference to
those of similar financial instruments.
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(b)Fair value of financial instruments measured at amortized cost

Other than the item is listed in the table below, the carrying amount of the Group's
financial assets and liabilities measured at amortized cost approximate their fair value:

Carrying amount

2022 2021
Financial liabilities:
Bonds payable $288,510 $284,385
Fair value
2022 2021
Financial liabilities:
Bonds payable $282,512 $284,714

(c)Fair value measurement hierarchy for financial instruments

Please refer to Note 12(9) for fair value measurement hierarchy for financial instruments
of the Group.

(8) Derivative financial instruments

The related information for derivative financial instruments not qualified for hedge
accounting and not yet settled as of December 31, 2022 and 2021 are as follows:

Embedded derivatives

The embedded derivatives arising from issuing convertible bonds have been separated from
the host contract and carried at fair value through profit or loss. Please refer to Note 6 for
further information on this transaction.
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(9)Fair value measurement hierarchy
(a)Fair value measurement hierarchy
All asset and liabilities for which fair value is measured or disclosed in the financial
statements are categorized within the fair value hierarchy, based on the lowest level input
that is significant to the fair value measurement as a whole. Level 1, 2 and 3 inputs are

described as follows:

Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or
liabilities that the entity can access at the measurement date

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly or indirectly

Level 3 — Unobservable inputs for the asset or liability
For assets and liabilities that are recognized in the financial statements on a recurring basis,

the Group determines whether transfers have occurred between Levels in the hierarchy by
re-assessing categorization at the end of each reporting period.
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(b)Fair value measurement hierarchy of the Group’s assets and liabilities
The Group does not have assets that are measured at fair value on a non-recurring basis.
Fair value measurement hierarchy of the Group’s assets and liabilities measured at fair
value on a recurring basis is as follows:

As of December 31, 2022

Level 1 Level 2 Level 3 Total

Financial assets:

Financial assets at fair value through

profit or loss

Embedded derivative $- $- $119 $119

Financial assets at fair value through
other comprehensive income
Equity instruments investments $107,075 $
measured at fair value through
other comprehensive income

$5,066 $112,141

As of December 31, 2021

Level 1 Level 2 Level 3 Total

Financial assets:
Financial assets at fair value through
profit or loss

Convertible bond $- $  $2,113 $2,113
Financial assets at fair value through
other comprehensive income
Equity instruments investments $144,759 $- $4,566 $149,325

measured at fair value through
other comprehensive income
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Transfers between Level 1 and Level 2 during the period

During the Years ended December 31, 2022 and 2021, there were no transfers between
Level 1 and Level 2 fair value measurements.

Reconciliation for fair value measurements in Level 3 of the fair value hierarchy for
movements during the period is as follows:

Assets

At fair value At fair value
through OCI through P/L

Derivative
financial
Stock instruments
Beginning balances as of January 1, 2022 $4,566 $2,113

Total gains and losses recognized for the year ended
December 31, 2022:
Amount recognized in profit or loss (presented in *“ Other
gains and losses ) - (1,994)
Amount recognized in OCl(presented in “Unrealized gains
(losses) from equity instruments investments measured

at fair value through other comprehensive income) - -

Currency rate change 500 -
Ending balances as of December 31, 2022 $5,066 $119
Beginning balances as of January 1, 2021 $4,698 $-
Acquisition / issues for the period - 1,260

Total gains and losses recognized for the year ended
December 31, 2021:
Amount recognised in profit or loss (presented in “ Other
gains and losses ) - 853
Amount recognized in OCl(presented in “Unrealized gains
(losses) from equity instruments investments measured
at fair value through other comprehensive income) - -
Currency rate change (132) -
Ending balances as of December 31, 2021 $4,566 $2,113
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Total gains and losses recognized in profit or loss for the year ended December 31, 2022
and 2021 in the table above contain gains and losses related to assets or liabilities on hand
in the amount of NT$(1,994) thousand and NT$853 thousand, respectively.

Information on significant unobservable inputs to valuation

Description of significant unobservable inputs to valuation of recurring fair value
measurements categorized within Level 3 of the fair value hierarchy are as below:

As of December 31, 2022

Relationship
Valuation Significant Quantitative between inputs and Sensitivity of the input to
techniques unobservable inputs information fair value fair value
Financial assets:
At fair value through
OCl
Stock Market approach Discount for lack of 25% The higher the 10% increase (decrease) in
marketability discount for lack of 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$507 thousand
Relationship
Valuation Significant Quantitative between inputs and Sensitivity of the input to
techniques unobservable inputs information fair value fair value
Financial liabilities:
At fair value through
profit or loss
Embedded derivatives Binary tree-based Volatility 43.08%  The higher the 5% increase (decrease) in
model for volatility, the the volatility would result
valuation of higher the fair in increase (decrease) in
convertible bonds value of the the Group’s profit or loss
embedded by NT$10 thousand
derivatives
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As of December 31, 2021

Relationship
Valuation Significant Quantitative between inputs and Sensitivity of the input to
techniques unobservable inputs information fair value fair value
Financial assets:
At fair value through
OClI
Stock Market approach Discount for lack of 25% The higher the 10% increase (decrease) in
marketability discount for lack of 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$457 thousand
Relationship
Valuation Significant Quantitative between inputs and Sensitivity of the input to
techniques unobservable inputs information fair value fair value
Financial liabilities:
At fair value through
profit or loss
Embedded derivatives Binary tree-based Volatility 54.38%  The higher the 5% increase (decrease) in
model for volatility, the the volatility would result
valuation of higher the fair in increase (decrease) in
convertible bonds value of the the Group’s profit or loss
embedded by NT$150 thousand
derivatives

Valuation process used for fair value measurements categorized within Level 3 of the fair
value hierarchy

The Group’s Financial Department is responsible for validating the fair value
measurements and ensuring that the results of the valuation are in line with market
conditions, based on independent and reliable inputs which are consistent with other
information, and represent exercisable prices. The Financial Department analyses the
movements in the values of assets and liabilities which are required to be re-measured or
re-assessed as per the Group’s accounting policies at each reporting date.
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(c) Fair value measurement hierarchy of the Group’s liabilities not measured at fair value but
for which the fair value is disclosed

As of December 31, 2022

Level 1 Level 2 Level 3 Total
Financial liabilities not measured at
fair value but for which the fair
value is disclosed:
Bonds payable (Please refer to
6(15)) $- $  $282,512  $282,512

As of December 31, 2021:

Level 1 Level 2 Level 3 Total
Financial liabilities not measured at
fair value but for which the fair
value is disclosed:
Bonds payable (Please refer to
6(15)) $- $-  $284,714 $284,714
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(10)Significant assets and liabilities denominated in foreign currencies

Information regarding the significant assets and liabilities denominated in foreign currencies
is listed below:

As of December 31, 2022

Foreign Foreign
currencies exchange rate NTD

Financial assets
Monetary items:

usD $138,917 30.71 $4,266,148

RMB $241,001 441 $1,063,314
Financial liabilities
Monetary items:

usD $60,297 30.71 $1,851,739

RMB $621,638 441 $2,741,070

As of December 31, 2021

Foreign Foreign
currencies exchange rate NTD

Financial assets
Monetary items:

usD $130,958 27.68 $3,624,934

RMB $312,350 4.33 $1,352,482
Financial liabilities
Monetary items:

usD $99,905 27.68 $2,765,152

RMB $737,867 4.34 $3,023,448

The above information is disclosed based on the carrying amount of foreign currency (after
conversion to functional currency).
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The Company’s functional currency is variety. It can not be disclosured the foreign exchange
gains or losses on monetary financial assets and financial liabilities with each significant
influence. The Foreign exchange gains or losses of the Company amounted to NT$152,045
thousand and NT$(26,128) thousand respectively for the years ended December 31, 2022
and 2021.

(11) Capital management

The primary objective of the Group’s capital management is to ensure that it maintains a
strong credit rating and healthy capital ratios in order to support its business and maximize
shareholder value. The Group manages its capital structure and makes adjustments to it, in
light of changes in economic conditions. To maintain or adjust the capital structure, the
Group may adjust dividend payment to shareholders, return capital to shareholders or issue
new shares.

13. Other disclosure

(1)Information on significant transactions:
a. Financing provided to others for the year ended December 31, 2022: None.

b. Endorsement/Guarantee provided to others for the year ended December 31, 2022: Please
refer to Attachment 1.

c. Securities held as of December 31, 2022 (excluding subsidiaries, associates and joint
ventures): None.

d. Individual securities acquired or disposed of with accumulated amount exceeding the lower
of NT$300 million or 20 percent of capital stock for the year ended December 31, 2022:
None.

e. Acquisition of individual real estate with amount exceeding the lower of NT$300 million
or 20 percent of capital stock for the year ended December 31, 2022: None.

f. Disposal of individual real estate with amount exceeding the lower of NT$300 million or
20 percent of capital stock for the year ended December 31, 2022: None.
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0. Related party transactions for purchases and sales amounts exceeding the lower of NT$100
million or 20 percent of capital stock for the year ended December 31, 2022: Please refer
to Attachment 2.

h. Receivables from related parties with amounts exceeding the lower of NT$100 million or
20 percent of capital stock as of December 31, 2022: Please refer to Attachment 3.

i. Financial instruments and derivative transactions: None.

J. Other: Significant intercompany transactions between the parent with subsidiaries or among
subsidiaries were disclosed in Attachment 9.

(2)Information on investees:

A. If an investor controls operating, investing and financial decisions of an investee or an
investor has the ability to exercise significant influence over operating and financial
policies of an investee, the related information for the investee is disclosed (not including
investment in Mainland China): Please refer to Attachment 4.

B. If an investee is controlled by an investor, the related information for the investee shall be
disclosed as the same as Note 13(1):

(a) Financing provided to others for the year ended December 31, 2022: Please refer to
Attachment 5.

(b) Endorsement/Guarantee provided to others for the year ended December 31, 2022:
Please refer to Attachment 1.

(c) Securities held as of December 31, 2022 (excluding subsidiaries, associates and joint
ventures): Please refer to Attachment 6.

(d) Individual securities acquired or disposed of with accumulated amount exceeding the
lower of NT$300 million or 20 percent of capital stock for the year ended December
31, 2022: None.
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(e) Acquisition of individual real estate with amount exceeding the lower of NT$300
million or 20 percent of capital stock for the year ended December 31, 2022: None.

(F) Disposal of individual real estate with amount exceeding the lower of NT$300 million
or 20 percent of capital stock for the year ended December 31, 2022: None.

(9) Related party transactions for purchases and sales amounts exceeding the lower of
NT$100 million or 20 percent of capital stock for the year ended December 31, 2022:

Please refer to Attachment 7.

(h) Receivables from related parties with amounts exceeding the lower of NT$100 million
or 20 percent of capital stock as of December 31, 2022: Please refer to Attachment 8.

(i) Financial instruments and derivative transactions: None.
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(3)Information on investments in Mainland China:

A. Investee company name, main businesses and products, total amount of capital, method of investment, accumulated inflow and outflow of

cumulated inward remittance of earnings and limits on investment in Mainland China:

investments from Taiwan, net income (loss) of investee company, percentage of ownership, investment income (loss), book value of investments,

Amount in thousand; Currency denomination in NTD unless otherwise specified

Accumulated

Net

Accumulated

Ltd. (Notel0)

materials

Accumulated .
) ) Total Amount Outflow of Outflow of  |income(loss) Investment Inward
Investee Main Business o Method of . of . Value as of ]
of Pain-in Investment from Investment from | of investee | income(loss) Remittance of
company and Product ) Investment . ] Ownership ) Dec. 31, .
Capital Taiwan asof | Outflow | Inflow | Taiwanasof | company recognized 2022 Earnings as of
Jan. 1, 2022 Dec. 31, 2022 Dec. 31, 2022
$-
R&D, production
Wafer Works
) and sales of $2,627,380 $779,760 $5,250,379
(Shanghai) Co., ) - $510,951 $- $510,951 $1,628,534 | 47.88% $-
semiconductor (Notel&3) (Note3,4&14) | (Note3,4&14)
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Accumulated

Investment Flows

Accumulated

Net

Percentage

Carrying

Accumulated

) ) Total Amount Outflow of Outflow of  |income(loss) Investment Inward
Investee Main Business o Method of . of ) Value as of ]
of Pain-in Investment from Investment from | of investee | income(loss) Remittance of
company and Product . Investment . ) Ownership ) Dec. 31, .
Capital Taiwan as of | Outflow | Inflow | Taiwanasof | company recognized 2022 Earnings as of
Jan. 1, 2022 Dec. 31, 2022 Dec. 31, 2022
R&D, production $-
and sales of
semiconductor
Wafer Works ] $2,152,022 $1,097,559 $1,693,811
o materials - $516,782 $- $516,782 $1,099,295 | 47.88% $-
Epitaxial Corp. (Note3&6) (Note3,4&14) | (Note3,4&14)
R&D, production
Wafer Works
and sales of $480,629 $35,365 $236,888
(Yangzhou) _ Note 2 $- $- $- $- $35,365 47.88% $-
c semiconductor (Note3&7) (Note3,4&14) | (Note3,4&14)
orp.
materials
R&D, production
Wafer Works
and sales of $4,497,623 $666,986 $2,375,189
(Zhengzhou) _ Note 8 $- $- $- $- $666,986 | 47.88% $-
c semiconductor (Note3&8) (Note3,4&14) | (Note3,4&14)
orp.
materials
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Accumulated

Investment Flows

Accumulated

Net

Percentage

Carrying

Accumulated

) ) Total Amount Outflow of Outflow of  |income(loss) Investment Inward
Investee Main Business Method of of Value as of
of Pain-in Investment from Investment from | of investee | income(loss) Remittance of
company and Product . Investment . ) Ownership ) Dec. 31, .
Capital Taiwan as of | Outflow | Inflow | Taiwanasof | company recognized 2022 Earnings as of
Jan. 1, 2022 Dec. 31, 2022 Dec. 31, 2022
Zhengzhou Airport|R&D, production
$- $(13,886) $-
Economy Zone  |and sales of -%
) Note 9 $- $- $- $- $(13,886) (Note3,4,13&1(Note3,4,13&1 $-
WaferWorks semiconductor (Notel3)
] (Note3,9&13) 4) 4)
Technology Corp. |materials
HuaXin (Shanghai)
$30,211 $(115,158) $(68,166)
Technology Co., |Selling business Note 12 $30,211 $- $- $30,211 $(115,158) | 100.00% $-
(Notell) (Note3,4&14) | (Note3,4&14)
Ltd.
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Accumulated Investment in Mainland Investment Amounts Authorized by

Investee company China as of Dec. 31, 2022 Investment Commission, MOEA Upper Limit on Investment
Wafer Works (Shanghai) Co., Ltd. $510,951 $681,037 Note 5
Wafer Works Epitaxial Corp. $516,782 $1,484,699 Note 5
Wafer Works (YYangzhou) Corp. $- $- Note 5
Wafer Works (Zhengzhou) Corp. $- $- Note 5
Zhengzhou Airport Economy $- $- Note 5
Zone WaferWorks Technology
Corp.
HuaXin (Shanghai) Technology $30,211 $30,211 Note 5
Co., Ltd.

Note 1: 53.6413% shares of Wafer Works (Shanghai) Co., Ltd. owned by Silicon Technology Investment (Cayman) Corp. But 89.2615% shares of Silicon
Technology Investment (Cayman) Corp. owned by Wafer Works Investment Corp. Therefore, Wafer Works (Shanghai) Co., Ltd. indirectly invested
by Wafer Works Corp.

Note 2: Wafer Works (Shanghai) Co., Ltd. invested directly to Wafer Works (Yangzhou) Corp.

Note 3: Foreign currencies were converted into New Taiwan dollars based on exchanged rate on December 31, 2022.

Note 4: The investment income (loss) recognized under equity method and by calculation was based on audited financial statements.

Note 5: The Company qualified and approved by Taiwan, R.O.C. government to be operation headquarter in Taiwan, thus there are no limitation of investee in

mainland China.
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Note 6: It was a wholy-owned subsidiary by the Company’s indirect subsidiary, Silicon Technology Investment (Cayman) Corp. The Company’s board in a
meeting held on November 10, 2016 has resolved that Silicon Technology Investment (Cayman) Corp. participates in a cash addition conducted by
Wafer Works (Shanghai) Co., Ltd. by using all ownership interest on Wafer Works Epitaxial Corp. As a result of the capital addition, Wafer Works
(Shanghai) Co., Ltd. owns 100% interest of Wafer Works Epitaxial Corp.

Note 7: The Company’s board in a meeting held on November 10, 2016 resolved that Wafer Works (Shanghai) Co., Ltd. participates in a cash addition

conducted by Wafer Works (Yangzhou) Corp. for 30% ownership interest.

Note 8: The Company’s board has resolved on February 16, 2017 Wafer Works (Zhengzhou) Corp. to be established through Wafer Works (Shanghai) Co.,

Ltd.’s investment.
Note 9: Zhengzhou Airport Economy Zone WaferWorks Technology Corp. has been established by Wafer Works (Shanghai) Co., Ltd. in November 2019.
Note 10: Wafer Works (Shanghai) Co., Ltd. applied for a shareholding restructuring to become a company limited by shares in September 2019. The
registration procedures were completed on December 17, 2019.

Note 11: The paid-in capital is USD1,000 thousand, equivalent to NT$30,211 thousand.

Note 12: The Company invested directly to Huaxin (Shanghai) Technology Co. Ltd.

Note 13: The Company resolved at its shareholder’s meeting held on April 8, 2022 that its subsidiary, Wafer Works (Zhengzhou) Corp. merge with
another subsidiary: Zhengzhou Airport Economy Zone Wafer Works Technology. Wafer Works (Zhengzhou) Corp. is the surviving
company. Zhengzhou Airport Economy Zone Wafer Works Technology Corp. is the dissolved company. The cancellation of registration
was completed on June 30, 2022.

Note 14: Transactions between consolidated entities are eliminated in the consolidated financial statements.
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B. Significant transactions with the investees in mainland China:
(@) Purchase and accounts payable with the related parties: Please refer to Attachment 9.
(b) Sales and receivables with the related parties: Please refer to Attachment 9.
(c) Property transaction amounts and resulting gain or loss: None.

(d) The purpose and balance of a note guarantee and a guarantee endorsement or providing for
secure: Please refer to Attachment 1.

(e) The amount of maximum financing, the balance interest rates, and lump sum interest
expense: None.

(f) The other events’ impact over current profit or loss or the significant influence of
transaction events over the financial conditions: Please refer to Attachment 9.

(g) The aforementioned transaction had been eliminated in the consolidated financial
statements: Please refer to Attachment 9.

(4)Information on major shareholders:
None.

14. Segment information

(1) For management purposes, the Group is organized into business units based on their products
and services and has two reportable operating segments as follows:

Semiconductor business: manufacture and sale of semiconductor wafers to companies
operating in wafer industry.

Solar business: trade of multi-Si products.

No operating segments have been aggregated to form the above reportable operating
segments.
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Management monitors the operating results of its business units separately for the purpose of
making decisions about resource allocation and performance assessment. Segment
performance is evaluated based on operating profit or loss and is measured based on
accounting policies consistent with those in the consolidated financial statements.

Semi-conductor Adjustments &

business Solar business  eliminations  Consolidated
For the year ended Dec. 31, 2022
Revenue
External customers $12,677,431 $- $- $12,677,431
Inter-segment - - - -
Total revenue $12,677,431 $- $- $12,677,431
Segment profit $3,003,291 $- $- $3,003,291

For the year ended Dec. 31, 2021

Revenue

External customers $10,341,276 $- $- $10,341,276
Inter-segment - - - -
Total revenue $10,341,276 $- $- $10,341,276
Segment profit $1,534,178 $7,299 $- $1,541,477

Information on assets and liabilities of the reportable segmant.

Semi-conductor Adjustments &
business Solar business  eliminations ~ Consolidated
As of Dec. 31, 2022
Segment assets $28,768,443 $- $- $28,768,443
As of Dec. 31, 2021
Segment assets $27,357,697 $- $- $27,357,697
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(2) Geographical information
(a) Revenue from external customers (Note)

For the year ended December 31,

2022 2021
Taiwan $3,752,956 $3,002,631
China (including Hong Kong) 3,547,828 3,544,739
United States 1,770,377 1,251,464
Other countries 3,606,270 2,542,442
Total $12,677,431 $10,341,276

Note: The revenue information above is based on the location of the customer.

(b) Non-current assets

As of December 31,

2022 2021
Taiwan $5,616,448 $4,478,557
China 11,288,142 10,929,823
United states 26,264 729
Total $16,930,854 $15,409,109

(3) Information about major customers

For the year ended December 31,

2022 2021

Customer A $1,925,335 $1,106,825
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ATTACHMENT 1 ( Endorsement/Guarantee provided to others for the year ended December 31, 2022 )

(Al the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP. AND SUBSIDIARIES

Receiving party
Percentage of accumulated
Limit of Maximum guarantee amount to net assets Limit of total Guarantee Guarantee Guarantee Provided
No. guarantee/endorsement amount balance for the Actual amount Amount of collateral value from the latest financial guarantee/endorsement Provided by Provided by to Subsidiaries in
(Notel) Endorser/Guarantor Company name Relationship (Note2) for receiving party (Note3) period Ending balance provided guarantee/endorsement statement amount (Note3) Parent Company A Subsidiary Mainland China
1 Wafer Works Wafer Works Affiliated Company $5,159,581 $1,969,122 $1,582,472 $1,005,584 $- 12.27% $5,159,581 N N Y
(Shanghai) Corp. (ZhengZhou) Corp.

Notel : Wafer Works Corp. and its subsidiaries are coded as follows:
1.Wafer Works Corp. is coded "0".
2.The subsidiaries are coded consecutively beginning from “1" in the order presented in the above table.
Note2 : The relationship between the guarantor of the endorsement and the object to be guaranteed is as follows:
1.The company with business contacts.
2.The company directly and indirectly holds more than 50% of the shares with voting rights.
3.Companies that directly and indirectly holds more than 50% of the shares of the company with voting rights.
4.The company directly and indirectly holds more than 90% of the shares with voting rights.
5.Where a public company fulfills its contractual obligations by providing mutual endorsements/guarantees for another company in the same industry.
6.A company whose co-investment relationship is endorsed by all shareholders in proportion to their shareholding ratio.
7.The performance guarantee of the preconstruction real estate contract between the same industry in accordance with the Consumer Protection Law is jointly guaranteed.
Note3 : According to the procedures of Endorsement and Guarantee, the limitation of endorsement or guarantee for other subsidiaries shall not exceed 40% of the current net value of the Company. Also, the limitation of
endorsement or guarantee for one of the subsidiaries shall not exceed 10% of the current net value of Company, but the limitation of endorsement or guarantee for the Company shall be up to 40% of the current net

value of one of subsidiaries.
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ATTACHMENT 2 (Related party transactions for purchases and sales amounts exceeding the lower of 100 million dollars or 20 percent of capital stock for the year ended December 31, 2022 )

( All the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP. AND SUBSIDIARIES

Notes and accounts

Transactions Details of non-arm's length transaction receivables(payable)
Percentage of
Purchases total purchases Percentage of total

Company Related party Relationship (Sales) Amount (sales)(%) Term Unit Price Term Balance receivables(%) Note

Wafer Works Corp. Wafer Works Affiliated Company Sales $463,796 7.01% Received at 60 days after shipment arrival N/A N/A $86,443 6.75% Note
Epitaxial Corp. by using telegraphic transfer (T/T)

Wafer Works Corp. Helitek Affiliated Company Sales $1,713,537 25.90% Received at 60 days after shipment arrival N/A N/A $287,633 22.45% Note
Company Ltd. by using telegraphic transfer (T/T)

Wafer Works Corp. Wafer Works Affiliated Company Sales $115,847 1.75% Received at 60 days after shipment arrival N/A N/A $35,799 2.79% Note
(ZhengZhou) Corp. by using telegraphic transfer (T/T)

Wafer Works Corp. Wafer Works Affiliated Company Purchases $280,017 12.21% Paid at 60 days after shipment arrival N/A N/A $(24,999) (5.67)% Note
(YangZhou) Corp. by using telegraphic transfer (T/T)

Note : Transactions between consolidated entities are eliminated in the consolidated financial statements.
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ATTACHMENT 3 ( Receivables from related parties with amounts exceeding the lower of 100 million dollars or 20 percent of capital stock as of December 31, 2022 )

( Al 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 Related party the Company Ending Balance rate(times) Amount Collection status subsequent period doubtful accounts
Wafer Works Corp. Helitek Company Affiliated Company Accounts receivable 6.17 $- - $163,539 $-
Ltd. $287,633
(Note)
Wafer Works Corp. HuaXin (Shanghai) Affiliated Company Accounts receivable 0.49 $- - $585 $-

Technology Co., Ltd.

$103,195

(Note)

Note : Transactions between consolidated entities are eliminated in the consolidated financial statements.
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ATTACHMENT 4 (Ifan investor has the ability to exercise significant infiuence on investee or has material controlling power on investee )  ( Not including investment in Mainland China )

( All the currencies are denominated in Thousands of New Taiwan Dollars, HKD, and USD unless otherwise specified )

WAFER WORKS CORP. AND SUBSIDIARIES

Initial Investment Investments as of 31 December 2022
Percentage Net income Investment
Investor Investee Number of of ownership Book (loss)of income (loss)
Company Company Address Main businesses and products Ending balance Beginning balance shares (%) Value investee company recognized Note
‘Wafer Works Corp. Wafer Works Investment Vistra Corporate Services Centre, Investment Holding Company USD 66,566 USD 62,766 66,566,226 100.00% $5,509,855 $701,938 $697,704 Note
Corp. Ground Floor NPF Building,
Beach Road, Apia, Samoa.
Wafer Works Corp. Heli-Vantech Corp. No.1, Ln. 445, Sec. 2 Design, trading and manufacturing of 5,000 5,000 500,000 100.00% 4,159 - - Note
semiconductor materials.
, Meishih Rd., Yangmei Township
, Taoyuan County, Taiwan
Wafer Works Silicon Technology Grand Pavilion, Hibiscus Way, Investment Holding Company USD 53,141 USD 43,541 Common stock 1 89.26% 5,174,036 793,351 687,749 Note
Investment Corp. Investment (Cayman) P.0.Box 31119, KYI-1205, Preferred stockA 6,970,327
Corp. Grand Cayman, Preferred stockB 38,991,198
Cayman Islands
Wafer Works Wafermaster Investment Vistra Corporate Services Centre, Investment Holding Company USD 5,084 USD 5,084 5,083,900 100.00% 190,548 16,534 16,534 Note
Investment Corp. Corp. Ground Floor NPF Building,
Beach Road, Apia, Samoa.
Silicon Sharp Right Limited Co., Ltd. Rooms 2006-8.20/F., Trading Company HKD 10 HKD 10 - 100.00% (94,936) - - Note
Technology Two Chinachem Exchange
Investment Square, 338 King's Road
(Cayman) Corp.
Wafermaster Helitek Company Ltd. 4033 Clipper CT Fremint, Manufacturing and trading of semiconductor UsD 2,200 UsD 2,200 3,400,000 100.00% 190,540 16,541 16,541 Note
Investment Corp. CA 94538-6540 feterils. (Preferred stock 2,000,000)

Note : Transactions between consolidated entities are eliminated in the consolidated financial statements.
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ATTACHMENT 5 ( Financing provided to others for the year ended December 31, 2022 )

(All'the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP. AND SUBSIDIARIES

L . Maximum Nature of Amount of sales to Allowance for Collateral Limit of financing -
NO. (Notel) Lender Counter-party Financial accounting Related Party balance for the | Ending balance Actual zilmount Interest rate | financing (purchases from) Reason_ for doubtful amount for individual le!t of total
account . provided financing financing amount|
period (Note 2) counter-party accounts counter-party
Item Value
1 \Wafer Works Epitaxial Corp. Zhengzhou Airport Economy Zone Other receivables Yes $180,240 $- $- 4.35% 2 $- Business $- - $- $708,577 $708,577
WaferWorks Technology Corp. -related parties turnover (Note 3) (Note 3)
1 \Wafer Works Epitaxial Corp. \Wafer Works (Shanghai) Co., Ltd. Other receivables Yes $180,240 $- $- 4.35% 2 $- Business $- - $- $708,577 $708,577
-related parties turnover (Note 3) (Note 3)
2 Silicon Technology Wafer Works (Shanghai) Co., Ltd. Other receivables Yes $40,554 $- $- 4.35% 2 $- Business $- - $- $1,161,946 $1,161,946
Investment (Cayman) -related parties turnover (Note 4) (Note 4)
Corp.

Note 1: WAFER WORKS CO., Ltd. and subsidiaries are coded as follows:

1.WAFER WORKS CO., Ltd. is coded "0".

2.The 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 is coded "1".

2.Need for short term financing is 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, 2022.

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 December 31.

Note 4: Silicon Technology Investment (Cayman) Corp. limit of total financing amount shall not exceed 20% of net assets of value as of December 31, 2022.

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 December 31.
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ATTACHMENT 6 (Securities held as of December 31, 2022) (excluding subsidiaries, associates and joint ventures)

(Al the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP. AND SUBSIDIARIES

As of December 31, 2022

Percentage of

ownership
Holding Company Securities Type and Name Relationship Financial Statement Account Shares/Units Book Value (%) Fair value
Wafer Works Can Yang Investments Limited - Financial asset at fair value through OCI, noncurrent 153,488 $18,426 0.20% $5,066
Investment Corp. Loss: financial assets (13,360)
at fair value through other comprehensive
income, valuation adjustments
Net
$5,066
Wafer Works Solargiga Energy Holdings Limited - Financial asset at fair value through OCI, noncurrent 96,227,822 $165,863 2.8951% $104,209
Investment Corp. Loss: financial assets (61,654)
at fair value through other comprehensive
income, valuation adjustments
Net $104,209
Heli-Vantech Corp. New Solar Power Corp. - Financial asset at fair value through OCI, noncurrent 138,747 $5,622 0.01% $2,866
Loss: financial assets (2,756)
at fair value through other comprehensive
income, valuation adjustments
Net $2,866
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ATTACHMENT 7 ( Related party transactions for purchases and sales amount exceeding the lower of 100 million dollars or 20 percent of capital stock for the year ended December 31, 2022 )

( All the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP. AND SUBSIDIARIES

Notes and accounts

Transactions Details of non-arm's length transaction receivables(payable)
Percentage of
Purchase (sales) Purchases total purchases Percentage of total
company Counterparty Relationship (Sales) Amount (sales) (%) Term Unit Price Term Balance receivables(%) Note
Wafer Works (Shanghai) Co., Ltd. Wafer Works Epitaxial Corp. Affiliated Company Sales $336,823 84.18% Received at 60 days after shipment arrival N/A N/A $35,778 35.67% Note

by using telegraphic transfer (T/T)

Wafer Works (Zhengzhou) Corp. Wafer Works Epitaxial Corp. Affiliated Company Sales $2,540,777 87.36% Received at 60 days after shipment arrival N/A N/A $469,283 92.92% Note

by using telegraphic transfer (T/T)

Wafer Works (YangZhou) Corp. Wafer Works Corp. Affiliated Company Sales $280,017 72.41% Received at 60 days after shipment arrival N/A N/A $24,999 53.44% Note

by using telegraphic transfer (T/T)

Wafer Works Epitaxial Corp. Wafer Works (Zhengzhou) Corp. Affiliated Company Sales $143,997 2.26% Received at 60 days after shipment arrival N/A N/A $25,654 1.87% Note

by using telegraphic transfer (T/T)

Wafer Works Epitaxial Corp. Wafer Works Corp. Affiliated Company Purchases $463,796 12.14% Paid at 60 days after shipment arrival N/A N/A $(86,443) (12.02)% Note

by using telegraphic transfer (T/T)

Helitek Company Ltd. Wafer Works Corp. Affiliated Company Purchases $1,713,537 98.25% Paid at 60 days after shipment arrival N/A N/A $(287,633) (99.37)% Note

by using telegraphic transfer (T/T)

Wafer Works (Zhengzhou) Corp. Wafer Works Corp. Affiliated Company Purchases $115,847 9.65% Paid at 60 days after shipment arrival N/A N/A $(35,799) (11.57)% Note

by using telegraphic transfer (T/T)

Note : Transactions between consolidated entities are eliminated in the consolidated financial statements.
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ATTACHMENT 8 ( Receivable from related parties with amounts exceeding the lower of 100 million dollars or 20 percent of capital stock as of December 31, 2022 )

( Al the currencies are denominated in Thousands of New Taiwan Dollars unless otherwise specified )

WAFER WORKS CORP. AND SUBSIDIARIES

Overdue Receivables

Allowance for doubtful

Company Counterparty Relationship Ending Balance Turnover Rate (times) Amount Actions taken Subsequent collection accounts
Wafer Works (Zhengzhou) Corp. Wafer Works Affiliated Company Accounts receivable 6.30 $- - $- $-
Epitaxial Corp. $469,283
(Note)

Note : Transactions between consolidated entities are eliminated in the consolidated financial statements.
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ATTACHMENT 9 ( Intercompany Relationships and significant intercompany transactions )

( All the currencies are denominated in Thousands of New Taiwan Dollars )

WAFER WORKS CORP. AND SUBSIDIARIES

No Intercompany transactions
Percentage of
Nature of consolidated total
relationship gross sales or total
(Notel) Company name Counter party (Note 2) Financial Statement Account Amount Terms assets (Note3)
2022
0 |Wafer Works Corp. HuaXin (Shanghai) Technology Co., Ltd. 1 Operating income $61,586 Received at 150 days after shipment arrival by using telegraphic transfer (T/T) 0.49%
0 \Wafer Works Corp. Wafer Works Epitaxial Corp. 1 Operating income 463,796 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 3.66%
0 [wafer Works Corp. Helitek Company Ltd. 1 Operating income 1,713,537 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 13.52%
0 Wafer Works Corp. \Wafer Works (Zhengzhou) Corp. 1 Operating income 115,847 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.91%
0 Wafer Works Corp. Zhengzhou Airport Economy Zone WaferWorks Technology Corp. 1 Operating income 11,700 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.09%
0 |Wafer Works Corp. HuaXin (Shanghai) Technology Co., Ltd. 1 Purchases 67,679 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.53%
0 \Wafer Works Corp. Helitek Company Ltd. 1 Purchases 21,951 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.17%
0 [wafer Works Corp. \Wafer Works (YangZhou) Corp. 1 Purchases 280,017 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 2.21%
0 Wafer Works Corp. HuaXin (Shanghai) Technology Co., Ltd. 1 Accounts receivable 103,196 Received at 150 days after shipment arrival by using telegraphic transfer (T/T) 0.36%
0 Wafer Works Corp. \Wafer Works Epitaxial Corp. 1 Accounts receivable 86,443 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.30%
0 Wafer Works Corp. Helitek Company Ltd. 1 Accounts receivable 287,633 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 1.00%
0 \Wafer Works Corp. Sharp Right Limited Co., Ltd. 1 Accounts receivable 43,468 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.15%
0 Wafer Works Corp. \Wafer Works (ZhengZhou) Corp. 1 Accounts receivable 35,799 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.12%
0 \Wafer Works Corp. Sharp Right Limited Co., Ltd. 1 Other receivables 49,301 - 0.17%
0 [wafer Works Corp. \Wafer Works (YangZhou) Corp. 1 Accounts payable 24,999 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.09%
1 Wafer Works (Shanghai) Co., Ltd. \Wafer Works Epitaxial Corp. 3 Operating income 336,823 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 2.66%
1 (Wafer Works (Shanghai) Co., Ltd. \Wafer Works (YangZhou) Corp. 3 Operating income 22,137 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.17%
1 \Wafer Works (Shanghai) Co., Ltd. Wafer Works (ZhengZhou) Corp. 3 Operating income 41,183 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.32%
1 Wafer Works (Shanghai) Co., Ltd. \Wafer Works (Yangzhou) Corp. 3 Purchases 67,320 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.53%
1 |Wafer Works (Shanghai) Co., Ltd. \Wafer Works Epitaxial Corp. 3 Accounts receivable 35,778 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.12%
1 Wafer Works (Shanghai) Co., Ltd. \Wafer Works (Zhengzhou) Corp. 3 Accounts receivable 46,521 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.16%
1 Wafer Works (Shanghai) Co., Ltd. \Wafer Works Epitaxial Corp. 3 Dividend receivables 149,921 - 0.52%
2 |Wafer Works Epitaxial Corp. Wafer Works (ZhengZhou) Corp. 3 Purchases 2,540,777 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 20.04%
2 Wafer Works Epitaxial Corp. Zhengzhou Airport Economy Zone WaferWorks Technology Corp. 3 Purchases 36,901 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.29%
2 Wafer Works Epitaxial Corp. Wafer Works (ZhengZhou) Corp. 3 Accounts receivable 25,654 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.09%
2 Wafer Works Epitaxial Corp. \Wafer Works (Zhengzhou) Corp. 3 Operating income 143,997 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 1.14%
2 (Wafer Works Epitaxial Corp. \Wafer Works (Zhengzhou) Corp. 3 Accounts payable 469,283 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 1.63%
3 |Wafer Works (YangZhou) Corp. \Wafer Works (ZhengZhou) Corp. 3 Operating income 28,805 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.23%
3 Wafer Works (YangZhou) Corp. \Wafer Works (Zhengzhou) Corp. 3 Accounts receivable 15,892 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.06%
4 Wafer Works (ZhengZhou) Corp. Zhengzhou Airport Economy Zone WaferWorks Technology Corp. 3 Purchases 55,907 Received at 60 days after shipment arrival by using telegraphic transfer (T/T) 0.44%
4 Wafer Works (ZhengZhou) Corp. Zhengzhou Airport Economy Zone WaferWorks Technology Corp. 3 Revenue arising from the rendering of services 22,263 - 0.18%
5 Zhengzhou Airport Economy Zone WaferWorks Technology Corp. Wafer Works (ZhengZhou) Corp. 3 Rent revenue 17,573 - 0.14%

Note 1: Wafer Works Corp. and its subsidiaries are coded as follows:
1. Wafer Works Corp. is coded "0".

2. The subsidiaries are coded consecutively beginning from "1" in the order presented in the table above.

Note 2: Transactions are categorized as follows :
1. Investor to investee.
2. Investee to investor.

3. Investee to investee.

Note 3: The percentage base with respect to the total consolidated revenue-weighted average(about income statement accounts) or total assets(about balance sheet accounts).

Note 4: Amounts in foregin currencies are translated into New Taiwan dollars using the exchange rates on the balance sheet date.

Note 5: Transactions exceeding NT$10,000 thousand have been disclosed.

362




VL

If the company or its affiliates have experienced financial difficulties in the most recent
fiscal year or during the current fiscal year up to the date of publication of the annual report,
the annual report shall explain how said difficulties will affect the company's financial
situation: None.
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VII . Review and Analysis of Financial Status and Performance, and Risk Assessment

I.  Financial status
Unit: NTD thousand; %

Year Difference
2021 2022
Amount %
Item
Current assets 11,746,265 11,659,929 (86,336) (0.74)
Property, plant and equipment 13,402,062 15,310,321 1,908,259 14.24
Intangible assets 49,357 56,389 7,032 14.25
Other assets 2,160,013 1,741,804 (418,209) (19.36)
Total assets 27,357,697 28,768,443 1,410,746 5.16
Current liabilities 4,943,226 4,913,482 (29,744) (0.60)
Non-current liabilities 5,733,269 5,138,717 (594,552) (10.37)
Total liabilities 10,676,495 10,052,199 (624,296) (5.85)
Share capital 5,409,336 5,409,336 0 0.00
Capital surplus 4,147,189 4,074,419 (72,770) (1.75)
Retained earnings 2,229,962 3,680,656 1,450,694 65.05
Other Equity (326,457) (265,458) 60,999 (18.69)
Non-controlling interest 5,221,172 5,817,291 596,119 11.42
Total Equity 16,681,202 18,716,244 2,035,042 12.20

The changes of more than 20% and NTD10 million will be analyzed:
(1) Retained earnings: Primarily due to the increase of profitability in 2022.
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II. Financial performance

Unit: NTD thousand; %

. Year 01 o2 Difference
Amount %

(Operating revenues 10,341,276 12,677,431 2,336,155 22.59
Operating costs (6,722,996) (7,510,616) (787,620) 11.72
Gross profit 3,618,280 5,166,815 1,548,535 42.80
Operating expenses (1,628,776) (1,833,061) (204,285) 12.54
(Operating profit 1,989,504 3,333,754 1,344,250 67.57
Non-operating incomes and expenses (120,592) 372,628 493,220 (409.00)
Income before Income Tax 1,868,912 3,706,382 1,837,470 98.32
Income tax expenses (327,435) (703,091) (375,656) 114.73
Net income 1,541,477 3,003,291 1,461,814 94.83
Other comprehensive income (loss) 58,520 165,916 107,396 183.52
Total comprehensive income (loss) 1,599,997 3,169,207 1,569,210 98.08

1. The changes of more than 20% and NTD10 million will be analyzed:
(1) Operating revenues, gross profit, operating net profit, income before income tax and net income: Primarily due
to the semiconductor industry experienced a phenomenal up cycle in 2022, with the price increase, which also|
leads to an increase in net profit. So the company's financial performance grew in 2022, relevant increase in|
various profitability indicators.
(2) Non-operating income and expenses: due to the increase of exchange gains and compensation income.
(3) Income tax expenses: Because of the revenue growth in 2022, resulting in the relative pre-tax profit increased,
and
the income tax expenses also increased.
(4) Other comprehensive incomes: The decrease was mainly due to decrease in currency exchange loss arising from
translation of foreign operations in 2022.
2. Expected sales volume and its basis, possible impacts on future financial business of the Company, and response]
plans:

Mainly due to the factors of domestic and foreign market situations, company development strategies, new
product development plans, and actual business conditions, the overall business targets of the Company and|
subsidiaries in 2022 are showing steady growth as compared to the sales in 2021

To meet the 2022 business targets, the Company and its subsidiaries will continue to cultivate semiconductoi]
products based on regional market demands, build relationships with upstream and downstream partners, and
constantly explore market shares and develop new products. In response to future business growth, the company
will continue to appropriately plan its financial structure.
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II. Cash flow
1. Analysis of changes in cash flow for the most recent year

Unit: NTD thousand

Remedial Measures for
.. |Net Cash Flow from|Net Cash Flow from
Cash at Beginning . . Cash Flow Shortfalls
Operating Investing and  |Cash at End of Year - -
of Year . . . L Investment | Financing
Activities Financing Activities
Plans Plans
3,862,033 1,942,252 (2,567,350) 3,236,935 NOt NOt
applicable | applicable

Analysis of cash flow
(1) Operating activities: the net cash provided by operating activities in 2022 is NTD1,942,252 thousand
which is mainly due to the income before income tax of NTD2,680,620 thousand.
(2) Investment activities: the increased capital expenditures in 2022 have led to net cash outflow due to
investment activities.
(3) Financing activities: repayment of loans and payment of dividends in 2022 has led to net cash inflow due
to financing activities.

2. Corrective measure to be taken in response to liquidity: Not applicable.

3. Liquidity analysis for the coming year:

Unit: NTD thousand

Net Cash Flow Remedial Measures for Cash Flow
C'ash at Net Cash Flgw from Investing | Cash at End of Shortfalls
Beginning of | from Operating . .
L and Financing Year ) )
Year Activities Activities Investment Plans | Financing Plans
3,236,935 1,084,832 (2,260,838) 2,060,929 | Not applicable Not applicable

Liquidity analysis for the coming year

(1) Operating activities: continued profit is expected with net cash inflow from operation.

(2) Investment activities: it mainly comes from the net cash inflow generated from increased capital
expenditures.

(3) Financing activities: it mainly comes from the net cash inflow generated from the financing activities by
the Company for payment of cash dividends.

IV. Effect upon financial operations of major capital expenditures during the most recent
year: for the Company’s 2022 capital expenditure, please refer to the Consolidated Cash
Flow Statement in “VI. Finance Overview”. There are no capital expenditures with
material information to be announced in accordance with the “Regulations Governing
the Acquisition or Disposal of Assets by Public Companies”, so this shall not apply.

V. Reinvestment policies, main reasons for profit or loss and improvement plans from
recent year, and investment plans for the coming year.

1. The Company’s current investment policy for the year
The investment plans of the group mainly focus on industrial-related business, to
concentrate on the development of its own business and enhancing overall operating
performance.

2. Main reason for profit or loss
There is no major profit or loss of reinvestments reported on the 2022 Consolidated
Statement of the Company.

3. Improvement plan
There is no major profit or loss of reinvestments reported on the 2022 Consolidated
Statement of the Group.

4. Investment plan for the coming year
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The Company will continue to integrate upstream and downstream suppliers at a
proper time depending on the operating conditions to expand the market share.

VI. Risk items in the most recent year and as of the date of the publication date of the

annual report.

Organization and operation of risk management:

The Company has strengthened corporate risk management in recent years, in line with
the most recent risk management development trend, to detect, evaluate, report, and treat risk
cautiously. The risk control of the Company can be divided into three levels (mechanisms):
the organizer or the person in charge is called the “First Mechanism”, who must be
responsible for the consideration, design and prevention of the initial risk discovery,
assessment and control of the operation; the “Second Mechanism” is the management
meeting hosted by the President, which is in charge of feasibility study and assessment of
various risks; the “Third Mechanism” is the review by Legal Affairs Division, Audit Division
and the approval from Board of Directors. The Company prefers the proper protection and
comprehensive risk control by the entire staff, so that the Company can better implement risk
management.

Prior to the preparation of the annual budget and determination of annual objectives, the
Company will conduct a SWOT (strength, weakness, opportunity, threat) analysis in
conjunction with the actively developed management by objectives and risk management; the
self-assessment of the annual internal control system, and begins with a risk assessment to
determine whether or not all risk items can be effectively prevented under the existing internal
control system; the composition of annual audit plan by the Audit Office is also based on the
risk assessment, where the operating procedures with greater risks shall be listed into the

annual audit plan.

Risk management organization table:

Important risk assessment items

First Mechanism
Business organizer

Second Mechanism
Risk review and management

Third Mechanism
Board of Directors and
Audit Office

Risks of interest rates, currency exchange
rates, and finance

Board of Directors and
[Audit Committee:
Decision making and
final control of risk
[management

[Audit Division:
[nspection, assessment,
supervision,

improvement tracing,
and reporting of risks

2. Highrisk, high leverage mvestmen.t, cap}tal Finance Division, President Office Management Meeting
loan, endorsement and guarantee, financial
derivatives transactions, and financial
management and investment
3. R&D plan [New Product and Technology Division,
4. Changes of technology and industry R & D Center, [Technology Meeting,
Research for crystalline Materials, Management Meeting
[Wafer Technology Division
5. Changes of policies and laws President Office,
6. Change of corporate image Legal Affairs Office, Management Meeting
7. Investment, reinvestment and M&A benefits [[nvestment & Planning Office
8. Risk of poor quahty . Production Operation Unit, Quality .Meetmg, ‘
9. Factory or production expansion . . Production and Sales Meeting,
. . Sales and Marketing Unit .
10. Major purchase or sales policy [Management Meeting
11. Changes in equities of directors, supervisors, Management Meeting
and major shareholders Stock Affairs Office,
12. Change in right of management President Office
13. Board of Directors meeting management
14. Personnel behavior, ethics and conduct . Management Meeting
. All units
15. Personal, property, and environmental safety
16. Information and communication security Information Technology Division Management Meeting
17. Litigation and non-litigation matters Legal Affairs Office President Office
. . . . Quality Assurance, Work
18. Compliance with SOP and regulations All units Safety, and Audit Unit
19. Other operational matters All units President Office
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Organizational structure

Shareholders Meeting

Board of Directors

Audit Office
Chairman /CEO
Chairman Office/
R&D Center Stock Affairs Office
Investment & Planning Office
President
President Office
Legal Affairs Office
Investment Relations Office
300 Project Work Safety Office
Wafer/Crystal Water Dpe.rat_lon Business & Pmduct Business Material IT Finance Accounting . Enterprise Service QA
Technology Planning Marketing . . L. .. . HR Division . L
Growth Plant . .. Service Division Division Division Division Division Division
Division Office Division
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L.

1.

Effects on the Company’s profits (losses) from fluctuations of interest and exchange

rate and changes in inflation, and response measures to be taken in the future:

response measures

(1) The impact of interest rate variation on the profit and loss of the Company and

subsidiaries

The interest expenses of the Company and its subsidiaries in 2021and 2022 were
NTD 178,765,000 and NTD 261,058,000 respectively, which account for 1.73%
and 2.06% of the operating revenues of the Company and its subsidiaries
respectively. Therefore, the impact of interest rate variation on the profit and loss
of the Company and its subsidiaries is limited.

The impact of interest rate variation on the Company’s profit and loss and future

(2) The Company’s specific response measures to interest rate variation

The Company and its subsidiaries will timely adjust the capital utilization in the
future depending on the variety of financial interest rates to reduce its impact on
the profit and loss of the Company and its subsidiaries. In addition, the financing
tools of the capital market are also timely used to reduce the cost of capital

acquisition.

subsidiaries and future response measures

(1) The Company and its subsidiaries primarily focus on export sales, with the
majority of transactions conducted in US dollars, and the import of raw
materials conducted in foreign currencies. To limit net position to exchange
rate changes, the Company and its subsidiaries have used the principle of
natural hedging of offsetting liabilities and assets. The Finance Division will
closely monitor the evolution of exchange rates in order to determine the way
to adjust product selling prices to secure the Company's profit and reduce the
risk of exchange rate fluctuations. According to the information indicated in
the table below, the change in the exchange rate during the last two years has

had an impact on the Group's revenue and profit.

Unit: NTD thousand ; %

The impact of variation of exchange rate on the profit and loss of the Company and its

e Year 2021 2022
[Net foreign exchange profit (loss) (A) (26,128) 152,045
[Net operating revenue(B) 10,341,276 12,677,431
[Proportion of net operating revenue (A) /(B) -0.25 1.20
Net profit (loss) 1,541,477 3,003,291
[Proportion of profit (loss) for the year (% absolute value) 1.69 5.06

(2) The company’s specific response measures to the variation of exchange rate

1) Compose regularity of foreign exchange and exchange rate reports to
monitor the ever-changing fluctuations in the foreign exchange market to make

effective hedging decisions.

2)  Coordinate with sales and procurement divisions to adjust the payment
terms of foreign customers to reduce the exchange risk through natural hedging.
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3)  Adjust the foreign currency borrowing position to avoid the risk of
appreciation of NTD.

3. Effect of changes in inflation rate on the Company’s profits (losses) and response
measure to be taken in the future

(1) The impact of inflation on the profit and loss of the Company and its subsidiaries

So far, the impact of inflation on the Company's and its subsidiaries' profit and loss
is not obvious. The Company and its subsidiaries will continue to monitor price
fluctuations in order to adjust the selling price and control related costs properly,
and the Company will take response actions as needed.

(2) The Company’s specific measures in response to inflation

In addition to process improvement and cost savings, the Company will also head
towards the development of high-value-added products.

II. The Company's policy regarding high-risk investments, high leveraged investments,
loans to other parties, endorsement and guarantees, derivatives transactions and the main
reasons for the profits/losses generated by the Company and response measures to be
taken in the future

1. Main reasons for engaging in high-risk investments and high leveraged investments
and the future response measures

(1) Main reasons for engaging in high-risk investment and high leveraged investments

The Company and its subsidiaries did not engage in any high-risk investments and
high leveraged investment in the most recent year and as of the date of publication
of the annual report.

(2) Response measures in the future

The Company and its subsidiaries are focused on their own business, with financial
operations that are conservative and consistent. The money has not been used for
any high-risk or high leveraged investments.

2. Lending funds to other parties and endorsement and guarantee
(1) Reasons for lending funds to others and endorsement and guarantee
1) Lending funds to others

The Group’s lending to others in accordance with the "Procedures for
Lending Funds to Other Parties", and the balance is zero as of the date of
publication of the annual report.

2) Endorsement and guarantee

The Group’s engagement in endorsement and guarantee is in accordance
with the “Procedures for Endorsement and Guarantee™, and the balance is
zero as of the date of publication of the annual report.

(2) Response measures in the future

The Company has formulated the “Procedures for Lending Funds to Other Parties”
and “Procedures for Endorsement and Guarantee”, and the Company will conduct
announcements and declarations process in accordance with laws and regulations.
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(3) The Company’s policy regarding financial derivatives transactions and the main
reasons for the profits/losses generated by the Company and response measures to
be taken in the future

1) Policies of engagement in the financial derivatives transactions

The Group’s engagement in the financial derivatives transactions is subject to
Article 12 Procedures for the acquisition or disposal of financial derivatives
transactions of the “Procedures for Assets Acquisition or Disposal”. The Group's
involvement in financial derivatives transactions is primarily for hedging purposes,
thus the choice of trading commodities is mostly for minimizing risks associated
with the Group's commercial activities.

2) Main reasons for the profit or loss

The Group did not engage in any financial derivatives transactions in 2021 and
2022.

3) Response measures to be taken in the future

Financial derivatives transactions are subject to strict regulations of the Company.
The trading of financial derivatives transactions is primarily for hedging purposes,
with the choice of trading commodities mostly for avoiding risk originating from
the Group's commercial operations. In order to prevent credit risk, the Company
will additionally select financial institutions with better conditions for the
engagement of hedging transactions based on the Company's operational
requirements.

III. R&D work to be carried out in the future, and further expenditures expected to research

and development work:

For details please refer to operation overview/ business content/ business scope/ new
products and services planned to be developed in this annual report; operation overview/
business content/ technology and R&D overview.

IV. Effect on the Company’s finance and business resulting from crucial changes of global
policies and laws, as well as response measures to be taken:

1. The Group’s finance and business have not been affected by any crucial change in
global policies and laws in 2021 up to the date this public disclosure was printed.

2. Response measures: In addition to paying attention to global industrial news and
changes in both laws and policies, all divisions of the Group collect information and
message in territory relating to production and business to clutch changes in policies
and laws, and thus notify the Company's senior executives and relevant divisions
immediately to adopt proper hedging measures. Therefore, the Company can well
prepare to respond to changes in global significant policies and laws.

V. Effect on the Company’s crisis management of changes in the Company’s corporate
image, and response measures to be taken in the future:

1. Major risk assessment items such as information security risk assessment and response
measures.

(1) Information security risk management structure: established Information Security
Committee to review and amend Information Security Policy Management

371



Measures and relevant operational rules. Information technology division should
be responsible for the implementation of management measures and risk
assessment.

(2) Information security risk awareness: regular advocacy and training of information
security policies for all employees; formulating personnel arrival, transfer, and
departure management procedures, and signing of a confidentiality agreement with
clear notification of confidential matters.

(3) External cyber attack threat: periodical testing of the security control mechanisms
for computer, network, system and E-mail, including the setting and vulnerability
repair of firewall, anti-virus and anti-phishing spam and malware protection.

(4) Data loss pervention: implemented DLP tool to control access rights of classified
confidential information, and kept the system logs of the error and correction or
unauthorized access.

(5) System security management: established system access of identity, portable
storage device (such as USB), physical access, and information assets inventory
management mechanisms to prevent unauthorized accesses of system, network,
software and hardware.

(6) System operation and maintenance interruption:

1) In order to ensure sustainable business operation and prevent malfunction
of system software/hardware and database, the backup of information
system and disaster recovery drills have been regularly implemented to
ensure that critical business activities can be timely restored.

2) Natural disasters or disasters of force majeure: the information security
insurance shall be assessed according to the principle of risk sharing. Due
to uncertainty of the scope of insurance and claim evaluation, the
Company did not take out the information security insurance. However,
the Company has signed a maintenance contract with the
software/hardware suppliers to prevent the interruption of information
system service.

2. Emergency Response management: established emergency reporting procedure of
information security risk events, and executed periodically system disaster recovery drills
to make sure the quick control and proper handling of a sudden information security event.

VI. Effects on the Company’s crisis management of changes in the Company’s corporate
image, and response measures to be taken in response:

1. The Company follows the code of integrity management, is committed to maintaining
a positive corporate reputation, and shares its version and performance through open
channels of communication. As of the publication date of the annual report, there are
no negative reports that damage the Company's image.

2. Response measures: The Company has internal control, risk management and
spokesperson mechanism and other measures. We build clear and prompt channels of

372



communication as well as management processes for different situations of emergency.
Material information is released in a way that complies with the law in order to protect
the rights of investors and the Company's reputation.

VII. Expected benefits and possible risks associated with any merger and acquisitions, and
response measures being or to be taken:

The Company did not engage in any merger or acquisition in the most recent year and as
of the date of publication of the annual report; therefore, it is not applicable.

VIII. Expected benefits and possible risks associated with any plant expansion, and response
measures being or to be taken:

1. The Company has carried out production expansion in all factories in order to meet
market demands and to fulfill customer orders. The expected benefits for the Group is
the increases of revenue and market share to achieve a sufficient economic scale, reduce
the production cost per unit, and enhance profitability.

2. Possible risk: market demands have been reduced by a harsh global economy, severe
competition for production expansions in the industry, and the launch of alternative
products.

3. Response measures: the Group has excellent technical R&D teams, and the Company
has been deeply involved in this industry for years to fully understand the trend and
demand for silicon wafers. To maintain the leadership position, the Company can
continue to develop its competitive niche through the presence in the China market.

IX. Risks associated with concentrated sales and material procurement, and response
measures being or to be taken:

1. Diversify suppliers and control primary raw material sources: the Company has
dispersed various procurement sources of important raw materials to secure sufficient
supply and to reduce the risk of concentration. The Company has carried out a supplier
assessment and conducted an annual audit to strengthen the partnership with suppliers
and to be fully aware of the status of suppliers.

2. Disperse customer base: the Company has actively approached new customers and
developed new applications. The customers are widely spread among Europe, America,
Japan, Taiwan, China, and the Asia Pacific region. They are all world- renowned
integrated device manufacturers (IDMs) and Foundries. Therefore the sources of the
revenues are not concentrated in just a few customers.

X. Substantial transfer or change of stock equity of Directors or shareholders who hold over
10% of company shares, and response measures being or to be taken: None.

There is no significant amount of equity being transferred by the directors or major

shareholders (holding more than 10% of total shares) of the Company in the most recent

year and as of the date of publication of this annual report.

XI. Effect and risk to the Company associated with any change in ownership, and response
measures being or to be taken:

There is no change in ownership of the Company in the most recent year and as of the date

of publication of annual report; therefore, it is not applicable.

XII. The dealing status of the case of lawsuit or non-lawsuit events, determinations, or
administrative disputes about the Company and its Directors, President, the person in
charge, or shareholders who hold over 10% of company shares shall be listed; if the
results will have a huge impact on shareholders’ rights or security's price: None.

XIII.  Other important risks and response measures being or to be taken:
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1. Environment, and occupational safety and health management

(1) Based on the philosophies of corporate sustainable development, environment
and resources protection responsibilities, and protection of employees’ safety
and health. The Company has conducted assessments of all possible emergency
situations, natural disasters, environmental impacts, and work risks, and
established responsive plans and process flows. In terms of environmental
protection, and occupational safety and health management, the operation
control of the Company is in compliance with international standards and is
annually certified by the environmental management system (ISO14001) and
occupational safety and health management system (ISO45001).

(2) The Company’s major objectives and management plans are summarized as

below:
Plan Objective/target
Evaluation of optimizing three-pipe acid Enhance personnel safety during acid
supply operation in Yangmei Plant supply
Operation optimizing of acid supply room of | Optimization of the acid supply room
Longtan Plant of Longtan plant
Planning of the solar energy construction Increase green electricity to reduce
system impact on the environment
Enhancement of chemical safety Enhancement of employee safety with
regard to chemical use
Electricity and water conservation Reduction of greenhouse gas
scheme emissions and promotion of

environmental sustainability

(3) Continuously promotes safe workplace and safety protection measures
1) Occupational disaster prevention plans

To achieve the goal of zero occupational disasters, the Company formulates
an annual occupational disaster prevention plan and implementation plan
that is strictly executed by following the schedule and content. The
implementation will be supervised by the audit system, and the occupational
disaster prevention plan can be amended during the quarterly occupational
Safety and Health Committee Meeting. The annual occupational disaster
prevention plan is then formulated in accordance with the resolutions of
Safety and Health Committee Meeting, so that the Company can gradually
reduce the potential hazard risks of the workplace through the PDCA
method (Plan/ Do/ Check/ Act) to reach the ultimate goal of zero
occupational disasters.

2) Implementation of automatic inspection

When facing different operation environments, production processes, and
operations the employees can suffer from occupational injuries due to the
factors of unsafe operation, equipment, or management. The company has
actively promoted automatic inspection, hoping to find out the potential
hazard factors through the implementation of this measure for the purpose
of improvement and effective control. The scope of such inspection covers
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3)

4)

5)

6)

7)

equipment, operating environment, operation machines, and mobile
vehicles.

Operation environment monitoring

When monitoring the working environment, a working environment
measurement plan, including sampling strategies is formulated, starting
from data collection, raw materials, process flow, and hazard substances
check. Through observation, interview records, and investigations, similar
exposure groups are identified and those with the greatest possible exposure
will be sampled. The work environment measurement items also include
physical and chemical factors.

Environmental protection, safety and health assessment of hazardous
chemical substances

Before deciding to use new chemical substances, they must be reviewed and
evaluated by Work Safety Office of the Company. The environmental
safety and health risks in various activities of chemical storage,
transportation, use and disposal in the process, and through engineering
improvement, personal protective equipment, safe operation education and
training to ensure that the environmental safety and health risks of new
chemical substances are effectively controlled.

General safety management, training, and audit

Environmental, safety and health committee meetings are held regularly,
and various preventive measures are taken at the same time, such as high-
risk operation management, contractor management, chemical safety
management, personal protective equipment requirements and safety audit
management. It has also established complete disaster response procedures
and conducted regular drills to minimize the loss of employees and
company assets and the social and environmental impacts caused by
disasters.

Emergency response

The emergency response plan needs to be considered comprehensively and
improved and drilled continuously. The Company's emergency response
plan includes rapid response to incidents, disaster recovery and
establishment of response procedures for potential disasters. Emergency
drills and fire evacuation drills are held annually to ensure disaster losses
are minimized.

Employee health promotion

The Company has hired a full-time nurse to provide the employees with
various health care programs. The employees can use the gym built by the
Company to have physical exercises to reduce physical and mental pressure
and enhance personal health. Every month, an occupational medicine
physician will provide consultation, tracking, and proper health education
after employees’ health examinations to help the employees manage their
health.

For the protection of the employees’ health at the workplace, the Company
continues to promote and improve the maternal protection plan, the plan for
preventing repetitive operations from resulting in musculoskeletal disease,
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and the plan for preventing abnormal work from resulting in disease, to
improve the work environment and create a healthy workplace.

2. Risks and opportunities of climate change

Wafer Works has identified and analyzed possible operation risks and potential
impacts, and proposed corresponding strategies. The Company has established the
monitor and control mechanisms. In addition, the new climate change related laws
and regulations could result in significantly increased overall energy costs.

(1) Physical climate risks

Climate change would lead to increased frequencies and severity of storms,
floods, and droughts, thus resulting in impacts on the operation and supply
chain. For example, the shortage of water resources or interruption of raw
material supply.

Wafer Works believes the challenge of climate change is bound to come with
opportunities. Both Yangmei Plant and Longtan Plant acquired the ISO50001
energy management certificate, and the energy-saving carbon reduction
measures will continue to be implemented for adaptation and mitigation to face
climate change. The total days of the Company’s operation interruption due to
poor weather in 2021 were 0 days.

(2) Risks and opportunities of water resources

Concerning the dangers and opportunities associated with a lack of water
resources in the plant, the Company has continued to study the extension of
the plant's water recycling and reclamation system. The hope is that the plant's
water resources can be recycled to reduce water consumption and
environmental effect while improving water resource management and
optimizing the water supply management system to continuously recycle water
resources, allowing every drop of water to be reused many times before being
released.

(3) Risks and opportunities of electricity resources

It is inevitable that green energy becomes the future global trend. The
Company continues to evaluate the installation of solar power generation
system in the plant, hoping that some of the electricity can be provided by clean
energy to reduce the emission of greenhouse gas.

(4) Innovation and R&D

Regarding product innovation and R&D, the factory is developing low-voltage
power, ultra-low turn-on resistance IC substrate chips and high-voltage power,
low turn-on resistance IC epitaxy chips. Low energy consumption products
have also been fully developed and innovated, in an attempt to reduce the
products’ greenhouse gas emissions.

3. Risks transfer
(1) Transfer of personal risks: in addition to labor insurance, national health
insurance, and other insurances statutorily required in the local region of each

subsidiary, the Company also provides group insurance to enhance the
employees’ welfare and to properly transfer the risks.
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(2) Transfer of property risks: for properties with risks, the Company has taken out
fire insurance, earthquake, typhoon and flood insurance, motor vehicle
insurance, transportation insurance, and other property insurances in order to
properly transfer the property risks.

(3) Directors and Officers Liability Insurance: the Company provides the
Directors and Officers Liability Insurance as stipulated in the Articles of
Incorporation, and authorizes the Board of Directors to determine the
coverage of this insurance. The limit of liability of “Directors and Officers
Liability Insurance” taken out by the Company recently is USD 16.5 million,
which can reduce and disperse the major damage to the Company and
shareholders caused by the illegal acts of directors and managers in order to
ensure the rights and interests of the shareholders.

VIL Other important matters:

1.

Depreciation method and service life of fixed assets

At the conclusion of each year, the salvage value, durability, and depreciation method of
an asset are evaluated. If the expected value differs from the previous estimate, the
difference is considered an accounting estimate modification. Depreciation is calculated
using the straight-line approach over the projected durability of the assets listed below:

Houses and buildings 5-55 years
Machinery equipment 2—15 years
Transportation equipment 5—10 years
Office equipment 2—10 years
Miscellaneous equipment 2—20 years

License acquisition of personnel related to financial information transparency

The license acquisition situations of the Company’s personnel related to financial
information transparency are as below:

Certified Internal Auditors (CIA): one employee in the Audit Division

License of Internal Auditor of The Institute of Internal Auditors — Chinese Taiwan: one
employee in the Audit Division

Internal Material Information Processing Operation

The Company has formulated the “Procedures for Handling Material Information and
Preventing Insider Trading” and submitted it to the Board of Directors of Wafer Works
and had been approved in November, 2022. The Company had organized an internal
advocacy meeting to announce these procedures to all employees, managers, and directors
to prevent any violation or insider trading.

The company’s key performance indicators (KPI)

In addition to regularly comparing the financial performance indicators (such as debt ratio,
earnings per share, cash conversion days, and capital expenditures) with the competitors
in the industry, the Group has also set non-financial indicators, such as market share,
process yield, quality cost, employee output value, and customer satisfaction...etc, to
monitor the group’s competitive edges and current situation of the industry. With a series
of collection and analysis, the Company gets to ensure the competitive edges over the
competitors in the industry.

377



Information of affiliated enterprises

1. Information of affiliated enterprises

1) Affiliated organization chart

Wafer Works
Corporation

100%

89.2615%

VIII. Special Disclosure

Wafer Works

A 4

Investment Corp.

100%

Heli-Vantech

—» Corp.

100%

December 31, 2022

Huaxin (Shanghai)

Technology Co.,
Ltd.
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53.6413% | Wafer Works
»| (Shanghai) Co.,
Silicon Technology Ltd.
Investment >
(Cayman) Corp.
| Sharp Right
| Limited
100%
100%
100% ,
R Wafermaster Helitek
Investment Corp. — | Company Ltd.

100% .| Wafer Works (Yangzhou) Corp.
Wafer Works Epitaxial Corp.
100%%
Wafer Works (Zhengzhou) Corp.
100%




2) Profiles of affiliated enterprises

As of December 31, 2022

Date of

Major business/

Company Incorporation Address Paid-in Capital Production Items
Wafer Works Investment Corp. 2004.12 Vistra Corporate Services Centre, [USD 66,566 Investment holding
Ground Floor NPF Building, thousand
Beach Road, Apia, Samoa
Heli-Vantech Corp. 1998.08 No. 1, Pingguo Road, Yangmei [NTD 5,000 Design and retail of
District, Taoyuan City thousand electronic materials,
wafer manufacture
Silicon Technology Investment 1997.08 P.O. Box 31119 Grand Pavilion, [USD 41,983 Investment holding
(Cayman) Corp. Hibiscus Way, 802 West Bay thousand
Road, Grand Cayman, KY1-1205,
Cayman Islands
Wafermaster Investment Corp. 2004.12 Vistra Corporate Services Centre, [USD 5,084 Investment holding
Ground Floor NPF Building, thousand
Beach Road, Apia, Samoa
Huaxin (Shanghai) Technology Co.,|2019.12 Room 1803, No. 411 (B), Ruijin |[USD 1,000 Sales business
Ltd. 2nd Road, Huangpu District, thousand
Shanghai
Wafer Works (Shanghai) Co., Ltd. |1994.12 No. 558, Changta Road, RMB 595,854 Design, processing, and
Shihudang Town, Songjiang thousand sales of semiconductor
District, Shanghai silicon wafer
Wafer Works Epitaxial Corp. 2005.06 No. 48, Section 2, No. 8228, RMB 488,050 Design, processing, and
Beiqing Road, Qingpu District,  |thousand sales of semiconductor
Shanghai epi wafer
Sharp Right Limited 2007.01 Rooms 2006-8.20/F., Two USD 1,000 International trade
Chinachem Exchange Square, 338
king's Road, North Point, Hong
Kong
Helitek Company Ltd. 1994.02 4033 Clipper CT Fremont, CA USD 2,200 Sales of semiconductor
94538-6540 thousand silicon wafer materials
Wafer Works (Yangzhou) Corp. 2010.09 No. 6, Mabohe Road, Economic |RMB 109,000 Design, processing, and
and Technological Development |thousand sales of semiconductor
Zone, Yangzhou City ingot
Wafer Works (Zhengzhou) Corp.  |2017.02 South of Gongye 4th Road and  |RMB 1,020,000 |Design, processing, and

west of Huaxia Avenue planed by
Zhengzhou Airport Economic
Comprehensive Experimental
Zone

thousand

sales of semiconductor
silicon wafer

3) Common shareholders of the company and its subsidiaries or its affiliates with actual

of deemed control: None.

4) Business scope and affiliated enterprises: as stated in the profiles of the affiliates.
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5) Information of Directors, Supervisors and Presidents of Affiliates

As of December 31, 2022

Company name Title Name or Representative Shareho'ding
Shares %
Wafer Works Investment Corp. Director |Ping-Hai, Chiao (Note 1) 66,566,226 100%
Heli-Vantech Corp. Chairman [Ping-Hai, Chiao (Note 1) 500,0000 100%
Silicon Technology Investment (Cayman) Corp. [Director |Ping-Hai, Chiao (Note 2) 45,961,526| 89.26%
'Wafermaster Investment Corp. Director |Ping-Hai, Chiao (Note 2) 5,083,900 100%
Huaxin (Shanghai) Technology Co., Ltd. dEi);zz?;irve Hua-Sheng, Hsiao - 100%
Wafer Works (Shanghai) Co., Ltd. Chairman |Su-Sheng, Liu (Note 3) 285,301,286| 47.88%
Wafer Works Epitaxial Corp. Chairman |Su-Sheng, Liu (Note 4) -1 47.88%
Sharp Right Limited Director |Ping-Hai, Chiao (Note 3) -1 89.26%
Helitek Company Ltd. President [Ping-Hai, Chiao (Note 5) 3,400,000 100%
Wafer Works (Yangzhou) Corp. Chairman [Hai-Bo, Shang -1 47.88%
Wafer Works (Zhengzhou) Corp. Chairman |Su-Sheng, Liu (Note 4) -1 47.88%

Note 1: Representative of Wafer Works Corporation.

Note 2: Representative of Wafer Works Investment Corp.

Note 3: Representative of Silicon Technology Investment (Cayman) Corp.

Note 4: Representative of Wafer Works (Shanghai) Co., Ltd.

Note 5: Representative of Wafermaster Investment Corp.

6) Operation overview of affiliates

As of December 31, 2022 Unit: NTD thousand

. Operating Earnings
Company name Capital [Total assets| .. T.Ot.a.l Net worth Operating Income Net per share
liabilities Revenue Income
(Loss) (NTD)
‘Wafer Works Investment Corp. 2,044,249 5,563,457 - 5,563,457 - (83) 701,938 10.43
Heli-Vantech Corp. 5,000 4,490 331 4,159 - . - .
Silicon Technology Tnvestment | 5¢9 304 5 810,049 317 5,809,732 1 (46,803) 793351  17.29
(Cayman) Corp.

Wafermaster Investment Corp. 156,127 190,548 -4 190,548 - (7)) 16,534 3.28
gga"ﬁ‘t‘ d(Shanghal) Technology 30,211 43,682 111,848 (68,166) 129,149 (113,145)[(115,157) 1
nger Works (Shanghai) Co., | 5 657 3001 12,304,112 1,237.814/11,066,298 400,143 (139.408)[1,580,611 2.65
Wafer Works Epitaxial Corp. 2,152,022| 6,475,963 2,933,078 3,542,885 6,368,996 1,292,075|1,099,679 -
Sharp Right Limited 39 26 94,962  (94,936) - . - .
Helitek Company Ltd. 67,562 529,520 338,980 190,540 1,816,629 26,996, 16,541 7.45
'Wafer Works (Yangzhou) Corp. 480,629 535,760, 38,033] 497,727 386,690 32,764 35,377 .
'Wafer Works (Zhengzhou) Corp.| 4,497,623| 7,400,433 2,329,742 5,070,691 2,908,295 658,926 667,219 .
Zhengzhou Airport Economy
Zone Wafer Works Technology - - - - 92,808 (34,238) (13,891) .
Corp.
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2. Declaration of consolidated financial statements of subsidiaries:

REPRESENTATION LETTER

The entities that are required to be included in the combined financial statements of Wafer Works
Corp. as of December 31, 2022 and for the year then ended under the Criteria Governing the
Preparation of Affiliation Reports, Consolidated Business Reports and Consolidated Financial
Statements of Affiliated Enterprises are the same as those included in the consolidated financial
statements prepared in conformity with the International Financial Reporting Standard No. 10. In
addition, the information required to be disclosed in the combined financial statements is included in
the consolidated financial statements. Consequently, Wafer Works Corp. and Subsidiaries do not

prepare a separate set of combined financial statements.

Very truly yours,

Wafer Works Corp.

RN

Ping-Hai, Chiao
Chairman
March 15, 2023

By

381



3. Affiliation reports: Not applicable

II.  Private placement of securities in the most recent year and up to the date of publication of the
annual report: None.

III.  Subsidiaries’ holding or disposal of shares in the most recent year and up to the date of
publication of the annual report: None.

IV. Other necessary supplements: None.

V. Situations listed in Article 36, paragraph 3, subparagraph 2 of Securities and Exchange Act,
which might materially affect shareholders’ equity or the price of the Company’s securities,

has occurred: None.
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