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One. Letter to Shareholders

Ladies and gentlemen:

Although 2021 was challenging with changes and pressures, we have had excellent

results.

With the disruption of COVID-19 and the geopolitical situation, our customers increased
their orders, driving monthly demand and resulting in steady growth of capacity
utilization rate. As supply and demand is in imbalance, the increased average unit price
and gross profit margin finally delivered excellent results on our operating revenue and
profitability. We have reached a new high and have set a new milestone for the Company.

Business Plan | mplementation Results

The consolidated net revenue was NT$33.759 billion in 2021, up by 16.6% from
2020. The gross margin reached 30.7%, up 3.2% from 2020. The EPS was
NT$4.23, up 42.4% from 2020. The overall operating performance exceeded the
targets we set at the beginning of the year.

Due to factors such as variants, shipping, port congestion, logistics and material
shortages that occurred in the first half of last year, delivery schedules were
constantly being delayed. As a result of this, customers were in a rush to place
orders for production capacity, causing a business boom. Although sales of
smartphones, computers, panels, and consumer products were unstable in the
second half of the year, demand for automobiles, servers, data centers, and network
communications products increased. For a semiconductor manufacturing company,
although these variables meant that there were adjustments to individual customers’
orders or product mix, demand for manufacturing capacity remained tight
throughout the year. As a consequence, the overall semiconductor manufacturing
capacity is significantly lower than the market demand, breaking the past
experience of cyclical fluctuations in the economy. As the specification and
complexity of chip design and the number of transistors increased, the testing time
for chips also increased. With steady production inflows, the average utilization of
test equipment is expected to continue into next year.

In the past year, with a large number of customer orders coming in, in addition to
reinforcing a closer coordination between production and sales, we have made
careful investments to improve equipment availability/uptime and production
efficiency by transferring production capacity allocation between plants and taking
a proactive approach to follow up on production parts. Furthermore, we have also
optimized operating procedures in order to shorten the time frame to address issues
and increase the speed at which customers introduce new products. At the same



time, we have also accelerated the promotion of plant automation, continued to
refine our quality management, rationalized the customer service charging model,
and strengthened our efforts on training and talent retention, ensuring the smooth
running of the Company as awhole.

IV. In recent years, the Company has strengthened disclosure and gradually
implemented the ESG “Environmental Sustainability,” “Socia Engagement,”
“Corporate Governance,” and “Corporate Commitment” in response to corporate
sustainability issues and are audited by various professional certification bodies on
a regular basis. With regard to the company’s 2021 ESG report — the risks have
reduced from 2020, thereby achieving improvement year on year.

Financial income and profit analysis
With Taiwan being the world’s leading semiconductor foundry, the Company also

holds a significant position in the semiconductor testing field. In recent years, as our
customers base has increased, we have continued to expand our production scale
according to customer demand. As aresult, our financial working capital also expanded.

In terms of financial condition and profitability, our ratio of debt to assets and
long-term capital to fixed assets for 2021 were similar to 2020. Due to the fact that our
customers and product lines are dispersed, our revenue and profits have grown steadily
and the cost of obtaining capital in Taiwan remains reasonable. Moreover, with the use of
financial leverage, we have a higher cash position and robust financial structure.
Although the current and quick rations decreased dlightly from 2020, our solvency
remained strong. In terms of profitability, return on assets, return on equity, net income
ratio, and earnings per share after tax all increased greatly from 2020. The financial
ratios are as follows:

2021 2020
Ratio of liabilities to assets (%) 51.71 52.17
Long-term funds to fixed assets (%) 128.13 131.02
Current ratio (%) 169.14 192.36
Quick ratio (%) 154.15 174.60
Return on assets (%) 8.25 6.77
Return on equity (%) 16.30 13.10
Net profit margin (%) 15.50 12.56
After-tax earnings per share (NTD) 4.23 297

R& D status
Our R&D Center has always been a strong facility for our business and production



lines. At present, we have over 1200 self-developed testing machines and 450
self-developed burn-in ovens, with testing platforms covering seven major product lines.
There was a dramatic demand for our testing equipment last year. Due to the long
delivery time for materials, we were unable to meet customer demand. Despite this
situation, the performance targets of the R&D Center were achieved.

Future research and development will be carried out according to the Company’s
annual R&D roadmap. With regard to high-resolution image sensor elements and the
capability of high quantity simultaneous testing units, high power burn-in oven
improvement, testing channel numbers of self-developed E-series of testing platforms,
the application and customer sources of self-developed machines, precision of tester
power supply (DPS), solution to ultra-high current thermal effect, and the development
of MEMS testing equipment for gyroscope, accelerators, tire gauges, flow meters and
magnetometers hygrometers, etc., the Company will do its utmost in the product testing
equipment-related field. To respond to challenges in advancing cutting-edge testing
technologies, including advanced packaging, heterogeneous packaging, and high
frequency components, we continue to make an effort to maintain our unique
competitive advantage in the integrated circuit testing field.

Current business plan overview

. Take on the chalenge and reach operational performance highs, improve
equipment investment efficiency, and expand the revenue of self-developed
machines.

[1.  Focus on key customer satisfaction, strictly control the cost of quality failure, and
deepen employees awareness for quality.

[11.  Improve equipment utilization rate, stabilize workers productivity, and center on
smart manufacturing utilization.

IV. Develop diverse procurement channels, focus on cost optimization for
manufacturers, and implement material inventory management.

V. Refine its own core technologies and applications, reach and create key
components and equipment to construct quality intellectual property patents and
deployment.

VI. Reduce key talent loss, strengthen employee recruitment effectiveness, and deepen
cultivation of key functions.

Future development strategy

Given Taiwan’s mature semiconductor manufacturing industry with high efficiency
in upstream, downstream and peripheral systems, the successful model of professional
division of labor has met the in-depth needs of the outsourcing of customers. Hence
Taiwan remains in an advantageous position other countries and regions will find
difficult to replace. Accordingly, in recent years, the development strategy of the
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Company generally remained the same and continues to head toward the following

directions.

l. Implement basic core values in the manufacturing supply chain, technology, quality,
delivery schedules, services, efficiency, cost, information, and corporate culture,
achieving the mission of immediately brining customers’ products to market.

I1.  Reinforce the Company’s unigue differentiated service capability, system operation,
practical experience, process improvement, and service level, becoming a
trustworthy partner in the customers’ manufacturing supply chain.

1. Management will be based on customer satisfaction; continue to invest in a prudent
manner, improve profitability, and purse healthy growth.

IV. Place importance on customers with high growth as well as their products in each
business region, develop potential customers for product introduction, strive for
further outsourcing opportunities where IDM customers can prosper and develop
alongside one another.

V. In response to the conflict between the U.S. and China and China's supply chain
growth, we will evaluate and adjust the planning of the Company’s supply chain in
Taiwan and China, thereby responding and mitigating possible changes in the
environment in the future.

VI. With an open attitude, we cooperate with semiconductor business operators in a
strategic cooperation and joint development approach so that the Company can
quickly gain its position as one of the top semiconductor packaging and testing
companies in the industry.

The effect of external competition, the legal environment, and the overall business
environment

With respect to global semiconductor industry sales, according to WSTS — the
global semiconductor market in 2021 grew by 25.6% from 2020, totaling a value of
US$553 hillion. The production value for 2022 is expected at US$601.4 billion, growth
of 8.8%. Also, IC Insights predicts that semiconductor industry sales will grow by 11%
in 2022. In a high base period, the global semiconductor industry is facing a brand-new
year, as the drive for sales and profitability continues to be products including 5G
smartphone components, 5G networking components, loT components, Ssensor
components, Wi-Fi 6, Al learning chips, servers, data center computing equipment, edge
computing chips, memory, micro-electromechanical systems, electric cars and advanced
driver-assistance systems and cockpit chips.

According to the World Bank, the global economic growth rebounded to 5.5% in
2021 and will slow down to 4.1% in 2022. The IMF however revised the global
economic growth rate down to 4.4% for 2022, emphasizing that the growth outlook for
the U.S. and China will both weaken. With issues such as inflation and major economies
tightening their credits, advanced countries are bound to increase interest rates, causing



volatility in the money and capital markets.

With respect to the external competitive environment — the COVID-19 pandemic
will eventually end and the disruption to the economy will recover. Peopl€e's lifestyles
and pace have changed as a result of the pandemic and the development of remote work
and learning, home economy, contactless economy, e-commerce, and 10T have ramped
up the digital transformation of individuals and companies. From early materia
innovation to transistor structure innovation, the development of semiconductors has
entered system integration and efficiency and consumption optimization. With the onset
of advanced manufacturing and packaging technologies, the wide application of
Advanced RISC Machines (ARM) and accel erated establishment of 3GPP protocols, new
applications of cloud and edge high-performance computing (HPC), network
communications, Internet of Things, smartphones and terminal devices, smart cars, smart
manufacturing, smart cities, big data analytics, artificial intelligence (Al), augmented
reality (AR) and virtua redlity (VR), low orbit satellite broadband, and 5th generation
communications (5G) with large amount of data and fast transmission, will be widely
used in avariety of products and the quality will continue to thrive. The demand for ICs
will increase dramatically in both quality and quantity.

Looking back, the global semiconductor manufacturing supply chain rooted in
Taiwan has become a leader in the world with respect to professional division of labor
services, customer trust, market development speed, production flexibility and efficiency,
as well as a commitment to sustainable development. Taiwan ranks number 1 in the
world for wafer fabrication and testing and number 2 in IC design. With the constant
pursuit of progress and the advantage of Taiwan’s semiconductor manufacturing
ecosystem, there is no doubt that the semiconductor manufacturing cluster will continue
to serve the world's demand for chip manufacturing. However, given challenges
including national security, long-arm jurisdiction in trade, supply chain risks of
technology containment, climate change, information security and human resource
shortage in the competition between China and the U.S., there is an urgent need for
breakthroughs.

In terms of laws and the overall business environment, there have been constant
issuance of regulations and orders imposed from the U.S. on China's technology industry
regarding intellectual property, equipment sales, and restrictions imposed for IC design
and manufacturing of China's semiconductor industry due to the Entity List. Under the
policy of internal circulation, China has taken a proactive approach to speed up its
development in the semiconductor industry, including constructing a supply chain in
China for the substitution of 1C products, and the production capacity priority has been
given to Chinas domestic companies. With the impact of its backward process,
technology growth in China will slow down. While the pandemic has caused supply
chain disruptions which resulted in material shortages, it at the same time prompted the
plan for major economies in the world to build their own semiconductor supply chains.
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In the meantime, the Competition Law will continue to be resisted by the semiconductor
industry for important large company M&As.

As we are now into 2022, in terms of the overall economic environment — all
countries around the world will focus on revitalizing local economies. However, high
inflation and unemployment problems have prompted the U.S. to end quantitative easing
and it is hoped that interest rates will rise rapidly in order to tackle the problems. Under
the anticipatory psychology, there is greater impact on assets that have aready risen in
value. With emerging markets and Asian currencies depreciating, there is an abundance of
hot money. The factors caused by current high inflation and unemployment are complex
compared to the past economic models. With the gap between the rich and the poor and
populist politics, coupled with the problem of when international logistics will return to
their normal level and the issue of container shortage, the extent to which the ripple effect
of interest rates increase will affect the global economic growth rate remains conservative.
Given this, the overall economic environment remains uncertain.

Looking at this year, with the strong intention of the U.S. protecting the U.S. dollar,
military and technology sectors, there is constant tension between the U.S., China and
Russia, as well as countries in Europe and Asia, and turmoail is inevitable. In terms of the
balance of supply and demand in the semiconductor industry — although the expansion of
production capacity in Taiwan's manufacturing supply chain is stringent, the maturity for
process capacity remains a challenge and the demand to drive technological progress
continues. Moreover, with the emergence of many unexpected terminal products from new
technologies, manufacturing capacity will not be relaxed. In addition, climate change
problems such as drought, heavy rain and snowstorms, forest fires, earthquakes, and
global warming, as well as global carbon neutrality and net-zero carbon emissions have
become pressing ESG issues for listed companies to emphasize on. Facing the rapid
growth of the Company’s international customers and high dependence of production
capacity construction, the Company is optimistic regarding future business opportunities.
At the same time, we will continue to invest in talent and equipment and work closely
with customers and the supply chain. We believe that, by working hard, we will be able to
set new records in our operating results, further increasing shareholders’ equity.

To sum up, | would like to thank our shareholders once more for their long-term
support. | look forward to maintaining a longstanding relationship with all shareholders to
help create a better future. We are enthusiastic and confident about the future of the
Company and the semiconductor industry in general.

Chairman: Chin-Kung Lee

President: An-Hsuan Liu



Two. Company profile

|.  Dateof incorporation: May 28, 1987
II. Corporate history:

1987 May

1990 February
1994 July
1995 October

1996 July

September
1997 May

July
September

December

1998 January

February

August

September

December
1999 March

May

July

August
October

December

Incorporated at No. 15, Lane 576, Sec. 1, Guangfu Rd.,
Hsinchu City officialy, with the authorized capital in the
amount of NT$7 million and paid-in capital in the amount of
NT$7 million.

Capital increase by NT$2.5 million in cash and the
Company’s capital increased to NT$9.5 million.

Capital increase by NT$11 million in cash and the Company’s
capital increased to NT$20.5 million.

Capital increase by NT$9.5 million in cash and the
Company’s capital increased to NT$30 million.

Added logical reasoning test operations.

Capital increase by NT$20 million in cash and the Company’s
capital increased to NT$50 million.

Capital increase by NT$40 million in cash and the Company’s
capital increased to NT$90 million.

Added memory test operations.

Capital increase by NT$80 million in cash and the Company’s
capital increased to NT$170 million.
Received 1SO9002 certification.

Completed the construction of Zhao-Nan Factory and started
mass production.

Capital increase by NT$180 million in cash and the
Company’s capital increased to NT$350 million.

Capital increase by NT$199.75 million in cash and by
recapitalization of retained earnings, and the Company’s
capital increased to NT$549.75 million.

Capital increase by NT$100.25 million by recapitalization of
capital surplus, and the Company’s capital increased to
NT$650 million.

Capital increase by NT$50 million in cash and the Company’s
capital increased to NT$700 million.

Commenced the construction of KY EC Technology
Headquarters on Gongdaowu Rd., Hsinchu City.

Approved to engage in the public offering of stock by the
Securities and Futures Bureau, Ministry of Finance, and aso
reported to TWSE for the pre-listing tutoring.

Capital increase by NT$293.75 million in cash and by
recapitalization of retained earnings and capital surplus, and
the Company’s capital increased to NT$993.75 million.
Established Optoel ectronic Products Division, and adjusted
the organization.

Acquired one more land on Chunghua Rd., Chu-Nan
Township, Miaoli County for the factory construction project.
Capital increase by NT$250 million in cash and the
Company’s capital increased to NT$1.24375 hillion.
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2000

2001

2002

2003

2004

2005

2006

2007

2008

March
July

December
January

March

May
July

August
October
April

December

February

January
August
August

December

August

April

August

December

February
August

Commenced the construction of Chunghua 1st Factory.

Capital increase by NT$1.38850446 billion in cash and by
recapitalization of retained earnings and capital surplus, and
the Company’s paid-in capital stock to NT$2.63225446
billion.

Completed the construction of KY EC Headquarters and
officially opened the Headquarters.

The application for listing of stock was approved by TWSE.

Thelisting of stock was approved by the Securities and
Futures Bureau, Ministry of Finance.

Completed the construction of Chunghua 1st Factory and
formally activated the Factor.

Traded stock on TWSE officially.

Capital increase by NT$1.73446768 billion by recapitalization
of retained earnings and capital surplus, and the Company’s
paid-in capital increased to NT$4.36672214 hillion.

Passed the 1SO9000, TL 9000 and QS9000 certifications.

Established the branch company in Chu-Nan Township.

Issued the overseas convertible bonds in the amount of
USD120 million.

The specia shareholders meeting passed the motion for
private placement and reelection of one director, and SPIL
occupied one seat of directors accordingly.

Passed 1SO14001 for environmental management certification
and OHSA S18001 for occupationa safety and health
management certification.

Completed the motion for private placement, and the
Company’s capital increased to NT$5.56871604 billion.
Issued the overseas convertible bonds in the amount of
USD100 million.

Capital increase by recapitalization of retained earnings, and
the Company’s capital increased to NT$7.54955164 billion.
Capital increase by recapitalization of retained earnings, and
the Company’s capital increased to NT$9.07897897 hillion.
Commenced the construction of Chunghua 2nd Factory.
Capital increase by recapitalization of retained earnings, and
the Company’s capital increased to NT$10.89670967 billion.
Completed the construction of Chunghua 2nd Factory.

Commenced the construction of Chunghua 3rd Factory.

Acquired a piece of land occupying an area of 5,588 square
meters on Chunghua Rd., Chu-Nan Township, Miaoli County
for the factory construction project.

Capital increase by recapitalization of retained earnings, and
the Company’s capital increased to NT$12.14696675 billion.
Passed 1S014064 for international GHG management
accreditation.

Completed the construction of Chunghua 3rd Factory.

Commenced the construction of Chunghua 4th Factory.

Capital increase by recapitalization of retained earnings, and
the Company’s capital increased to NT$12.80854009 billion.
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2009

2010

2011

2012

2013

2014
2015

2016

2017

September
November

August
December
October
December

October

December

February
December
December
December

January
April

July

October

November

September

November

December

Completed the construction of Chunghua 4th Factory.
Passed OHSA S18001:2007 for revision certification.

Passed TOSHMSS certification.

Capital increase by recapitalization of retained earnings, and
the Company’s capital increased to NT$12.59735576 billion.
Passed 1SO14001, OHSAS18001 and TOSHMS for annual
follow-up audit.

Issued the overseas convertible bonds in the amount of
USD40 million.

Passed 1SO14001/OHSAS18001/TOSHMS for annual
follow-up audit.

Honored as the excellent plant for cleaner production in
TSMC Center-Satellite system.

Passed TOHMAS for conversion into CNS15506:2011.

Chunghua Factories passed the AEO safety accreditation.
Commenced the construction of Tongluo Factory for Stage 1.
Completed the construction of Tongluo Factory for Stage 1.
Commenced the construction of Tongluo Factory for Stage 2.

Chu-Nan Factory was honored as the excellent entity for
“Low Carbon Action Award” conferred by the Environmental
Protection Administration, Executive Yuan.

Completed the construction of Tongluo Factory for Stage 2.

Tongluo Factory for Stage 1 received the “ Green
Building—Bronze Meda” awarded by the Ministry of
Interior.

Issued the overseas convertible bonds in the amount of
USD50 million.

Purchased green power and awarded the “2016 Green Power
Logo” by the Ministry of Economic Affairs.

Tongluo Factory received the “ Green Power Plant Label”
awarded by the Industrial Development Bureau, Ministry of
Economic Affairs.

Received the excellence award for the “2015 Green
Procurement Implemented by Private Enterprises and Groups’
conferred by the Environmental Protection Bureau of Miaoli
County Government.

Chu-Nan Factory passed 1SO50001 for energy management
accreditation.

Purchased green power and awarded the “ Green Power Logo”
by the Bureau of Energy, Ministry of Economic Affairs.
Honored as the excellent entity for “2016 Green Procurement”
awarded by the Environmental Protection Administration,
Executive Yuan.

Received the excellence award in “ Landscaping and
Environmental Maintenance Competition” organized by
Hsinchu Science Park.

Received the excellence award for the “2016 Green
Procurement Implemented by Private Enterprises and Groups’
conferred by the Environmental Protection Bureau of Miaoli
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2018 November

December

2019 November

December

2020 September

November

December

2021 September

October

November

County Government.

Tongluo Factory passed 1SO50001 for energy management
accreditation.

Received the excellence award in “Landscaping and
Environmental Maintenance Competition” organized by
Hsinchu Science Park.

Received the excellence award for the “2017 Green
Procurement Implemented by Private Enterprises and Groups’
conferred by the Environmental Protection Bureau of Miaoli
County Government.

Received the excellence award in “Landscaping and
Environmental Maintenance Competition” organized by
Hsinchu Science Park.

Honored as the excellent entity for “2018 Green Procurement”
awarded by the Environmental Protection Administration,
Executive Yuan.

Received the excellence award for the “2018 Green
Procurement Implemented by Private Enterprises and Groups’
conferred by Environmental Protection Bureau of

Miaoli County Government.

Honored as the excellent entity for “2019 Green Procurement”
awarded by the Environmenta Protection Administration,
Executive Yuan.

Received the excellence award in “Landscaping and
Environmental Maintenance Competition” organized by
Hsinchu Science Park.

Received the excellence award for the “2019 Green
Procurement Implemented by Private Enterprises and Groups’
conferred by Environmental Protection Bureau of Miaoli
County Government

Passed OHSA S18001 for conversion into 1SO45001:2018.
Passed CNS15506 for conversion into CN$45001:2018.
Passed 1S022301:2019 business continuity management
system.

Commenced the construction of Tongluo Factory for Stage 3.
Received “ The 210 National QCC Headquarters’ special
merit award by Association of Pioneer Quality Control
Research.

Received “ Excellent Bonded Factory” by Customs
Administration, Ministry of Finance.

Received “Miaoli 2021 Gold Industrial Vendor Excellence
Award” — for Sustainable Development Award by Miaoli
County Government.

Received the “Golden Trade Award” for the Best Trade
Contribution Award in the electrical and electronics category
by Bureau of Foreign Trade.

Received the bronze award for “2021 Taiwan Corporate
Sustainability Award” by the TAISE.

Received the excellence award for the “2020 Green
Procurement Implemented by Private Enterprises and Groups’
conferred by Environmental Protection Bureau of Miaoli
County Government -
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special merit award.

December Honored as the excellent entity for “2020 Green Procurement”
awarded by the Environmental Protection Administration,
Executive Yuan.
Received the bronze award for the “2021Taiwan Continuous
Improvement Award” by CSD.
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Three.Corporate Gover nance Report
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(I1) Departmental Business Oper ations

Chairman and CEO Office

Responsible for the decision making of the Group’'s
overall operations.

President’s Office

Establish the Company’'s business objectives and
strategies, take charge of the Company’s business plans
and annual business policy, establish the Company’'s
quality policy, and communicate, coordinate with and
supervise the Company’s departments/divisions.

Audit Office

Responsible for setting up the Company’s internal control
system, formulating and implementing the annua audit
plan, preparing an audit report after it has conducted an
audit, reporting audit deficiencies and anomalies,
follow-up and improvement, and regularly report audits to
the independent directors and the audit committee, the
reports of which are then submitted to the board of
directors.

Business Center
(Including Taiwan
Business Division, North
America Business
Division, Europe and
South East Asia Business
Division, Japan Business
Division and Customer
Engineering and Advanced
Technology Engineering
Division, Packaging
Business Division)

Responsible for verifying the market condition, planning
the merchandising in domestic/overseas markets,
concluding sales contracts, providing forecasts to ensure
delivery conditions which ensure the satisfaction of
production schedule with customers demand, and
proceeding with annual marketing plans and customized
engineering solutions and new product introduction
Sservices, etc.

Chu-Nan Production
Center

Establish and execute the business plans to achieve
profitability and turnover objectives; responsible for the|
financial and operational results; responsible for
maintaining fair relationships with key customers and
partners, promote and execute the customer demand to
practice the promotion and execution of projects in the|
production lines; balance the vision and business
puUrposes.

Test Division 1

Provide diversified Wafer and CIS IC testing service;
develop and introduce testing technology; control
production to achieve shipment demand; provide
customers with excellent testing environment and fair
testing quality.
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Test Division 2

Responsible for such processing operations as wafer
fabrication, grinding, cutting, selection and testing;
control the production, delivery date and quality required
under purchase orders, improve production technology,
and establish standard operating procedures; assess,
introduce and maintain production equipment, jigs, knives
and measuring tools.

Test Division 3

Responsible for supervising and assessing logical
reasoning test and mixed signal test of finished 1C goods;
responsible for supervising and assessing various
departments performance; control the production to meet
the shipping requirements; test technology development
and introduction; control product quality.

Test Division 5

Provide tests of finished IC goods and burn-in services:
Responsible for supervising and assessing the
achievements of the department’'s performance;
responsible for supervising and assessing various
departments’ performance; control the production to meet
the shipping requirements; test and burn-in technology
development and introduction; control product quality.

Manufacturing Technology
and Information Division

Plan, design and develop the automation equipment and
manufacturing management information systems required
by various business divisions production process, and
provide any support required by the production process to
upgrade the outpuit.

Tongluo Production Center

Establish and execute the business plans of Tongluo
Factory to achieve profitability and turnover objectives,
responsible for the financia and operational results;
responsible for maintaining fair relationships with key
customers and partners; promote and execute the customer
demand to practice the promotion and execution of
projects in the production lines, balance the vision and
business purposes.

Provide customers with chips and IC test services; control
the production to meet the shipping requirements; test

Test Division 6 technology development and introduction; control product
quality.

Plan and execute R&D strategies, integrate and control

R&D Center R&D resources, integrate cross-group R&D projects, and

lead the key R& D programs.

Test Development and
Integration Division

Evaluation, development, and mass production of new
products for image sensors of new customers.
Development and integration of new testing technology
for image sensors and test applications for proprietary test
machines; provide customers with comprehensive test
solutions, mass production service, and assist in the
resolution of engineering problems on the production line.
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Advanced Test Technology
Development Division

Take charge of PCB design, manufacturing and
stimulation technology, development and research of new
test technology, develop system diagnostic technology,
produce the automatic test programs and develop
conversion systems, and design and manufacture new test
machine interfaces.

Factory Automation

Creation and implementation of test environment;
research and development of technologies needed to

Division
produce key components and perform specialized tests.
Applying self-manufactured test equipment to provide
Test Application customers with comprehensive IC test solutions. Planning

Development Division

and designing a customized test environment for
differentiated test services to match with specia test
conditions.

System Product Division

Self-make test machines, produce and maintain Burn-in
Oven and the development platform for mass production
of parts to improve the stability of production lines.

Burn-in Application
Development Division

Applying the self-developed burn-in machine to design
customized systems and programs based on customer
specifications and provide a comprehensive and
high-quality burn-in process.

System R&D Division

Research and development of self-made test machines and
high-power burn-in machine system/equipment, and focus|
on the functiona expansion/upgrade of self-made test
machines.

Technology Development
Division

Responsible for the planning, design, production and
development of automated equipment needed to support
production activities of various business divisions,
provide support and output enhancement for the)
production process.

Administration Center

Integrate the Group’s administrative resources and support
the Group’s operation to seek maximum interest for the
Company at the lowest cost.

Facility Division

Responsible for factory layout, facility planning and
construction as well as operation and maintenance of
system.

Labor Safety and Risk  |Responsible for assessing risk over factory premises and
Management Division  |planning/executing EHS operations.
Tongluo Labor Safety and |[Responsible for assessing risk over factory premises and
Risk Management planning/executing EHS operations at Tongluo Factory
Division premises.
Responsible for planning, implementing, reviewing and
IT Division improving the Company’s information system, and

maintaining, safeguarding and supervising information
systems.

Human Resources
Division

Responsible for establishing, reviewing and revising the
Company’s HR development plans.
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Sourcing Division

Responsible for procuring raw materials and supplies and
equipment, warehousing & logistics and import and
export management, and bonding for the Company.

Quality Assurance
Division

Coordinate the product quality upgrading, establish
quality strategies, improve quality systems, control
company documentation, conduct quality activities, serve
as an analysis and calibration laboratory for equipment
and instruments, and manage supplier quality.

Finance Center

Formulate financial strategies for the Company and the
Group, plan related affairs such as finance, accounting,
investment, corporate governance, corporate
communication, and maintain relationships with the
media.

Planning Division

Responsible  for  relationship  management and
communication with institutional investors, media
relations, public affars and coordination  of

cross-department projects.

Accounting Division

Comprehensive management of the Company’s tax
planning, budgeting, account settlement, customer credit
management, fixed asset management and operations and
cost analysis.

Finance Division

Responsible for matters including comprehensive
management of the Company’s stock affairs and corporate)
governance, working capital finance and schedules, and
financial risk management.

Legal Affairs & Oversees legal affairs, including management of
Intellectual Property  |contractual arrangements, patents and other intellectual
Division property rights, litigations etc.
Overseas Business  |A unit prepared to assign overseas employees.
Division
Establish and execute the business plans to achieve
profitability and turnover objectives,; responsible for the|
financiadl and operationa results; responsible for
Packaging Center maintaining fair relationships with key customers and

partners; promote and execute the customer demand to
practice the promotion and execution of projects in the
production lines, balance the vison and business
pUrposes.

Product R& D Division

Responsible for the development and implementation of
new packaging machinery, development of new
products/technol ogies, layout design and
assessment/introduction of new suppliers.
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Packaging Manufacturing
Division

Plan, execute and monitor progress of the production
schedule; develop standardized operating guidelines and
operational environment needed to deliver excellent and
timely packaging service; responsible for improving
production efficiency and supervising accomplishment of
performance targets.

Packaging Engineering
Division

Responsible for the planning, assessment and
implementation of new packaging process and equipment
purchase; responsible for making improvements to
packaging yield, output, production process and use of
materials to deliver customers’ requirements toward the

quality of packaging service.
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1-1 The Company’s directors are the major shareholders of corporate shareholders
2021.12.31

Namesﬁ;tehheotlzé);rporate Magjor shareholders of corporate shareholders (Note)

SPIL Investment Co., Ltd. (29.45%), United Microelectronics
Yann Yuan Investment |Corporation (28.22%), King Yuan Electronics Co., Ltd. (15.34%),
Co., Ltd. Unimicron Technology Corp. (12.27%), Sigurd Microelectronics

Corporation (4.29%), Coretronic Corporation (7.98%)
Note: The mgjor shareholders refer to the shareholders who hold more than 10% of the Company’s shares

or the Company’s 10 largest sharehol ders.

1-2 Magjor shareholders of corporate shareholders are major shareholders of legal

persons
Major
shareholders of Major shareholders of corporate shareholders (Note)
corporate
shareholders
SP IE::)nvStjment Siliconware Precision Industries Co., Ltd. (100%)
JPMorgan Chase Bank, N.A. acting in its capacity as depositary and
representative to the holders of ADRs (5.84%), Fubon Life Insurance Co.,
Ltd. (4.16%), Hsun Chieh Investment Corporation (3.55%), New Labor
United Pension Fund (2.53%), Silicon Integrated Systems Corp (2.30%), Yann
Microelectronics Yuan Investment Co., Ltd. (1.62%), CTBC Bank Employee Stock
Corporation Ownership Trust Account of UNITED MICROELECTRONICS CORP.

(1.57%), Norges Bank - internd - NBIM PF EQ INTERNAL CFD
(1.23%), Nan Shan Life Insurance Company, Ltd.(1.20%), JPMorgan
Chase Bank N.A., Taipe Branch in custody for Vanguard Tota
International Stock Index Fund, a series of Vanguard Star Funds (1.06%).
Yuanta Taiwan High Dividend Fund (4.43%), Yann Yuan Investment Co.,
Ltd. (4.30%), Fubon Life Insurance Co., Ltd. (4.18%), Chin-Kung Lee
KingYuan |(2.78%), Nan Shan Life Insurance Company, Ltd.(2.24%), New Labor
Electronics Co., |Pension Fund (2.19%), UMC (1.89%), China Life Insurance Co., Ltd.
Ltd. (1.73%), HSBC acting in its capacity as depository and representative to
investment by Goldman Sachs (1.50%), Taiwan Cooperative Bank
(1.42%)
UMC (13.03%), Labor Pension Fund (4.84%), HSBC Bank in Custody for
Morgan Stanley & Co. International Plc Account (3.54%), HSBC
(Taiwan) Bank Trusted British Business Goldman Sachs International
Unimicron  |Investment Account (2.32%), Nan Shan Life Insurance Company, Ltd.
Technology |(2.21%), Cathay Life Insurance Company (2.16%), JP Morgan Chase
Corp. Bank Custody of JP Morgan Securities Co., Ltd. Account (2.14%), Old
Labor Pension Fund (1.89%), HSBC Taiwan escrows Merrill Lynch
International Investment Account (1.89%), Standard Chartered Trustees
Mizuho Securities Co., Ltd. (1.84%).
Yann Yuan Investment Co., Ltd. (2.92%), Taiwan Cooperative Bank
(2.87%), Hsing-Yang Huang (1.62%), JPMorgan Chase, Taipei Branch

Micrtilalgeli:t[crjonics acting in its capacity as depository and representative to investment by JP
Corporation Morgan Securities (1.47%), HSBC acting in its capacity as depository and

representative to investment by the LSV Emerging Markets Equity Fund
(1.38%), Ming-Chun Chiu (1.30%), Vanguard Total International Stock
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Index Fund, a series of Vanguard Star Funds in the custody of JP Morgan
Chase Bank N.A., Taipei Branch (1.30%), JP Morgan Chase Bank, N.A.,
Taipei Branch in custody for Vanguard Tota International Stock Index
Fund, a series of Vanguard Star Funds (1.17%), a series of Vanguard Star
Funds (1.93%), CitiBank (Taiwan) acting in its capacity as depository and
representative to investment by Norges Bank (1.11%), HSBC acting in its
capacity as depository and representative to investment by by Morgan
Stanley Bank International Limited (1.00%)

Coretronic
Corporation

Taiwei Advanced Company (9.24%), Hsun Chieh Investment Company
(3.85%), Wei-Yi Chang (2.39%), CitiBank (Taiwan) acting in its capacity
as depository and representative to investment by Norges Bank (1.94%),
Huali Investment Company (1.90%), Yann Yuan Investment Co., Ltd.
(1.53%), JP Morgan Chase Bank, N.A., Taipe Branch in custody for
Vanguard Total International Stock Index Fund, a series of Vanguard Star
Funds (1.50%), Chunghwa Post Co., Ltd. (1.47%), Taiwan Cooperative)
Bank (1.31%), Vanguard Total International Stock Index Fund, a series of
Vanguard Star Funds in the custody of JP Morgan Chase Bank N.A.,
Taipel Branch (1.29%)

Note: The latest information disclosed by various companies on the company website or MOPS.
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Members of the Company are all nationals of Taiwan. With extensive experience and
professionalism in different industries and fields, including business management, finance
and accounting, aerospace engineering, mechanical engineering, medical and construction
expertise.

The Company has formulated and implemented the diversity policy with respect to the
Board members. In doing so, we strive for improving the structure of the Company’s Board.
For the competencies of the Board members, please see the following table:

The implementation of the diversity policy for the Board is as follows:

Length of
. N . - service of i
Core items for diversity Basic composition . Professional competence
independent
directors
Age
Less Accounting .
With ) . Knowledge | International .
. than |3 to 9| Operational and Management Crisis Leadership and
Directors Gender | employee ) o o of the market - )
3 |years| judgments | financial |administration| management | . . decision-making
status | R | R ) industry | perspective
o |4 |years analysis
o |Oo
Chairman Chin-KungLee | Male \ \ \ \ \ \Y \ \ \
Vice-Chairman | Chi-Chun Hsieh | Mae V \ \ Vv \ V \ \
Director An-Hsuan Liu Male \ \Y \ \ \ \Y \ \ \
Director Kao-Yu Liu Male \ \ \ \Y \ \ \ \
Director Kuan-HuaChen | Male \Y \ \ \ \ \ \ \
Representative of
Yann Yuan
Investment Co.,
Male \Y \% \% \Y \Y \% \% \%
Ltd.:
Ping-Kun Hung
(Note)
Director Representative of
Yann Yuan
Investment Co.,
Ltd.: Male \Y \% \% \Y \Y \Y, \% \%
Director
Chao-Jung Tsai
(Note)
Independent
g) Hui-Chun Hsu Male \% \% \Y \% \% \% \Y \ \%
Director
Independent
(?p Dar-Yeh Hwang | Male \Y \Y \% \% Y, \Y, \Y, \% \%
Director
Independent .
R Semi Wang Male V|V \% \ \% \% \% \ \%
Director

Note: The representative Chao-Jung Tsai of corporate director of Yann Yuan Investment Co., Ltd. was replaced by Ping-Kun Hung on February 15, 2022.
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Management objective Achievement
It is advisable that directors concurrently
serving as company officers not exceed

_ Achieved
one-third of the total number of the board
members
An independent director may not serve

® Y Achieved

more than three consecutive terms

(1) Independence of Board of Directors:

The Company’s Board of Directors is made up of nine directors, including three
independent directors. Two of these directors also serve as the Company’s employees,
accounting for 22% of the total number of directors — less than one-third of the total number
of directors. The percentage of independent directors and the Company’s outside directorsis
78% and the percentage of independent directors is 33%. One of the three independent
directors has aterm less than 3 years; two independent directors have aterm of 3 to 9 years,
and none of the three directors has served more than 3 consecutive terms.

The three independent directors are not persons specified in Paragraphs 3 to 4,
Article 26-3 of the Securities and Exchange Act — not a spouse or relative within the second
degree of kinship of adirector or supervisor.
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(V)

Amount of remuneration paid in the last 2 year s by the Company and all
companies included in the consolidated financial statements to the

Company’s directors, President,

and Vice Presidents, and their
respective proportions to separate and consolidated net income, as well
as the policies, standards, and packages by which they were paid, the
procedures through which remunerations were determined, and their
association with business performance and futurerisks.

1. Analysis on the respective proportions of the amount of remuneration paid
in the last 2 years by the Company to the directors (including independent
directors), President, and Vice President to the net income of the parent
company only financial report:

Unit; NTD thousand

2021 2020
Thesumasa
vear Total remuneration percentage of Total remuneration | |6 M & apercentage of
earnings after tax earnings after tax (%)
(%)
Companies Companies Companies Companies
included included included . .
i The . . The . The | included into the
Title Company into the Company into the Company into the Company financial
financial financial financial tatement
Statement Statement statement
Directors
(including | o7 361 | 100,153 19353 | 69,764 | 71,392 | 1.9184 1.9631
independent
directors)
President and
vice 102,654 | 105,426 20372 | 82,352 83,980 | 2.2645 2.3093
presidents

Note: The remuneration to employees means the amount proposed to be allocated.

2. Remuneration policies, standards and packages, procedures for
determining remuneration and its linkage to operating performance and

future risk exposure:

For the remuneration of the Company’s directions (including
independent directors), subject to the profit sought for the current year, the
Company shall alocate no more than 1% of the profit as the remuneration
to directors according to the Company’s Articles of Incorporation.
However, profits must first be taken to offset against cumulative losses if
any. The Company may, by a resolution adopted by a mgjority vote at a
meeting of board of directors attended by two-thirds of the total number
of directors, have the profit distributable as directors compensation, and
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in addition thereto a report of such distribution shall be submitted to the
shareholders meeting. According to the Company’s Articles of
Incorporation, the remunerations to all directors (including independent
directors) shall be commensurate with their level of participation and
value of contribution to the operation of the Company with reference to
industry standard, and shall be determined by the board of directors under
authorization. Accordance with the regulations of the Company’s Charter
for the Remuneration Committee, the remuneration to directors (including
independent directors) shall require the approval of one-half or more of al
Remuneration Committee members, and furthermore shall be submitted
for aresolution by the board of directors.

The remuneration to the Company’s managerial personnel shall be
handled in accordance with the Company Act and the Company’s Charter
for the Remuneration Committee, as required by the Company’s Articles
of Incorporation. Besides referring to the overall business performance of
the Company, the position of all manageria personnel, the contribution to
the Company’s operation, individual performance, and reference to
payment in industry standard, the remuneration committee reviews and
evauates the overall remuneration rationality and then submits to the
board of directors for resolution. The committee also considers the
rationality between the relation of individual performance, the Company’s
business performance and future risk.
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V. Statusof Corporate Governance

(1) Information about operation of the Board of Directors
1. The board held seven meetings (A) in 2021. The directors attendance

record is specified as bel ow:

Actual
. Attendance | Actua attendance
Title Name atte?g?nce by proxy rate (%) [BIA] Remarks
Chairman Chin-Kung Lee 7 0 100%
Vice-Chairman Chi-Chun Hsieh 7 0 100%
Director An-Hsuan Liu 7 0 100%
Director Kao-Yu Liu 7 0 100%
Director Kuan-Hua Chen 7 0 100%
Representative of
. Yann Yuan
Director Investment Co., Ltd.: 7 0 100%
Chao-Jung Tsal
Independent Hui-Chun Hsu 7 0 100%
director
ndependent | Dar-Yeh Hwang 7 0 100%
irector
Independent Semi Wang 7 0 100%
director

Other itemsto be stated:

For board of directors meetings that meet any of the following descriptions, state the date, session,
the discussed agenda, independent directors' opinions and how the Company has responded to such
opinions:

(N Matters listed in Article 14-3 of the Securities and Exchange Act: The Company has already
established an Audit Committee; therefore, matters listed in Article 14-3 of the Securities and
Exchange Act do not apply. For related information, please refer to p.41-44 for the operation of
the audit committee.

(1) Any other resolution(s) passed but with independent directors voicing opposing or qualified
opinions on the record or in writing: None.

In instances where a director recused himself/herself due to a conflict of interest, the minutes shall

clearly state the director’s name, contents of the proposal and resolution thereof, reason for not

voting and actua voting counts:

Board of
directors Motion Reasons for the required recusal, and participation
meeting in the voting process
date/session
2021.03.12 Discussion of the adjustments | As Chairman Chin-Kung Lee and Director
"_ made by the remuneration An-Hsuan Liu are also the Company’s
6th meeting | committee regarding managers, and therefore recused themselves
of the 14th | managers remuneration for from the discussion and voting on the motion.
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board

year 2021.

The motion was passed by all directors present
at the meeting who participated in the
discussion and voting with no objection.

2021.08.03
10th

Discussion of the adjustments
made by the remuneration
committee regarding the

As Chairman Chin-Kung Lee and Director
An-Hsuan Liu are aso the Company’s
managers, and therefore recused themselves

meeting of | Proposed distribution of cash | from the discussion and voting on the motion.
the 14th | remuneration to the The motion was passed by all directors present
board Company’s managers for at the meeting who participated in the
2020. discussion and voting with no objection.
The motion for termination of | As Chairman Chin-Kung Lee and Director
2021.11.02 | the non-competition restriction | An-Hsuan Liu are aso the Company’s
11th on managers with directors. managers, and therefore recused themselves
meeting of from the discussion and voting on the motion.
the 14th The motion was passed by all directors present
board at the meeting who participated in the

discussion and voting with no objection.

Evaluation of the Board of Directors

Evaluation
cycle

Evaluation
Scope

Evaluation
duration

Evaluation method

Evaluation content

Annually

Board of
Directors

meeting

Self evaluation of
the Board of
Directors

The participation in the
operation of the Company;
improvement of the quality
of the board of directors
decision making;
composition and structure of
the board of directors;
election and continuing
education of the directors;
and interna control.

Individua
board
members

January 1 to
December
31, 2021

Self-evaluation of
Board members

Alignment of the goals
and missions of the
company; awareness of
the duties of a director;
participation in the
operation of the
company; management of
interna relationship and
communication; the
director’'s professionalism
and continuing education;
and interna control.

Functiond
committee

Self-evaluation  of
functional
committee

Participation in the
operation of the company;
awareness of the duties of
the functional committee
quality of decisions made
by the functiona
committee; makeup of the
functional committee and
election of its members
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| | | | [ 'and internal control. |

2021 Performance Evaluation for the Board of Directors of King Yuan Electronics Co., Ltd.

To implement corporate governance and improve the function of the board of directors, the Company
executes the 2021 performance evaluation for the board of directors based on the *Performance
Evaluation Rules for the Board of Directors’ of the Company. The performance evaluation of the
Company’s board of directors includes the entire board, each member and the functional committees; the
evaluation methods include self-evaluations by the board of directors and individual board members.
After collecting relevant questionnaires such as the “Self-Evaluation Questionnaire for Performance of
the Board of Directors,” the “ Self-Evaluation Questionnaire for Performance of Board Members,” and
the “ Self-Evaluation Questionnaire for Performance of the Functional Committees,” the execution unit
records the evaluation resultsin areport based on the evaluation indexesin Article 8 of the “ Performance
Evaluation Rules for the Board of Directors.”
The results regarding the questionnaires of self-evaluation of performance in 2021 (evaluation period:
January 1 to December 31, 2021) was as follows:
I.  Performance evaluation personnel:
() Self-evaluation questionnaire of board of directors: Corporate Governance Officer.
(1) Self-evaluation questionnaire of board members: Chairman Chin-Kung Lee, Vice Chairman
Chi-Chun Hsieh, Director An-Hsuan Liu, Director Chao-Jung Tsai, Director Kao-Yu Liu,
Director Kuan-Hua Chen, Independent Director Hui-Chun Hsu, Independent Director Dar-Yeh
Hwang and Independent Director Semi Wang, totaling nine persons.
(1) Self-evaluation questionnaire of the functional committee: Corporate Governance Officer.
[1.  Performance evaluation statistical results:
(1 Performance evaluation of the board of directors
The performance evaluation of the board of directors covers five aspects. The average scoreis
4.56 and the full scoreis 5.

Number of
Scope of Assessment Questions Average score
A. Participation in the 12 458

operation of the Company.
B. Improvement of the quality
of the board of directors 12 4.83
decision making.
C. Composition and structure

of the board of directors. ! 4.43
D. Election and continuing 7 371

education of the directors. '
E. Interna control 7 5.00
Total/Average score 45 4.56
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(1) Performance evaluation of the board members
The performance evaluation of the board members covers six aspects. The average score is
4.80 and the full score is 5.

Number of Average

Scope of Assessment Questions Score
A. Alignment of the goals and
L2 3 4.89
missions of the company
B. Awareness of the duties of 3 493
adirector
C. Participation in the 8 472

operation of the Company
D. Management of internal
relationship and 3 4.78
communication
E. Director’'s professionalism

and continuing education 3 470
F. Interna control 3 4.89
Total/Average score 23 4.80

(111) Performance evaluation of the functional committees
The performance evaluation of the functional committees covers five aspects. The average
score is 4.88 and the full scoreisb.

Number of Average
Scope of A ent Questions score
A. Participation in the
operation of the Company 4 5.00
B. Awareness of the duties of 7 471
the functional committees '
C. Improving the decision
quality of the functional 7 5.00
committees
D. Composition and member
eection of the functiona 3 4.67
committees
E. Internal control 3 5.00
Total/Average score 24 4.88

[11.  Overal comment:
() Performance evaluation of the board of directors
The overall operation of the Board of directors as awholeis mature. In addition to having a
sound grasp of the management team, the Board of Directors also fulfills its responsibility on
regulatory compliance, risk control and auditing matters.
(1 Performance evaluation of the board members

Chairman , . .

Chin-Kung Lee Proactive service and guidance

Vice Chairman Fulfilling responsibilities to maximize value for
Chi-Chun Hsieh shareholders

Director : The Board of Directors functions well

An-Hsuan Liu

(1) Performance evaluation of the functional committees
Members of the functional committee are fully aware of the scope of their responsibilities and
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perform their functions efficiently and effectively, meeting applicable laws and regulations.

In summary, operations of the Board of Directors and all functional committees are generally
sound. The Company will continue to refine the functions of the Board of Directors according to
the results of the performance evaluation to further strengthen the effectiveness of corporate
governance.

IV. Improvement project:
Continue to improve the performance evaluation aspects of the Board and its members so as to
improve the effectiveness of each aspect. In particular, continuing education of directors will be
encouraged and diversity policy of the board members implemented.

IV. An evaluation of targets for strengthening the functions of the board during the current and

immediately preceding fiscal years:

0

(i

(i

On June 10, 2020, the re-election of overal directors was conducted on the genera
shareholders meeting; a total of nine directors were elected including three independent
directors to strengthen the functions of the board and corporate governance.

In a bid to improve the Company’s risk management while protecting shareholders' interests,
the Company takes out liability insurance on directors and managers. The report has been
submitted to the 11th meeting of the 14th board held on November 2, 2021.

As a means to implement corporate governance while improving the functions of the board of
directors to strengthen its efficiency, the “Board of Directors Performance Evaluation” was
approved by resolution from the board of directors' meeting held on December 27, 2019, and
was approved for amendments at the board of directors meeting held on December 25, 2020.
The evaluation results shall be completed by the end of the first quarter of the following year
and submitted to the Board of Directors for report.

The evaluation results of the 2021 board of directors were submitted to the 13th meeting of
the 14th board held on March 4, 2022.
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2. 2021 continuing education for directors and independent directors:

Position/name Date Organizer Course Name Nur:g Bf; of
Securities & Futures | 2021 Annua Conference on
2021.05.07 Institute Prevention of Insider Trading 3.0
Director Financi.al The 13th Taipei Corporate
Chi-Chun Hsieh 2021.09.01 Superwso_ry Governance Forum 3.0
Commission
Securities & Futures | 2021 Equity Transfer by
2021.10.13 Institute Insiders of Legal Compliance 3.0
Director Securities & Futures | 2021 Annua Conference on
An-Hsuan Liu 2021.11.12 Ingtitute Prevention of Insider Trading 3.0
Financia The 13th Taipei Corporate
2021.09.01 | Supervisory Governance Forum 3.0
Commission
Chinese Response of Technology
Professional Manag | Supply Chain to
2021.09.15 ement Association | International Sanctions and 3.0
Director of Hsinchu Bans
Kuan-Hua Chen Securities & Futures | Advanced Seminar for
Ingtitute Directors and Supervisors
2021.09.16 (including Independent) and 3.0
Corporate Governance
Supervisors
Securities & Futures | 2021 Annua Conference on
2021.11.05 Institute Prevention of Insider Trading 3.0
Taiwan Academy of | Practices of Directors and
2021.02.23 | Banking and | Supervisors and Corporate 20
Finance Governance Workshop
Corporate - - : -
Representative of In_dependent o Fairness in the Financia
directors 2021.09.17 D|_rector Association | Industry 3.0
Chao-Jung Tsal Tawan
Independent New Chalenges for the
2021.09.17 | Director Association | Financia Industry in Money 3.0
Taiwan Laundering Prevention
Financia The 13th Taipei Corporate
Independent 2021.09.01 Supervj sory Governance Forum 3.0
director Commission -
Semi Wang CFEDA Taiwan M&A Trends and
2021.12.15 Investment Company 3.0

Development
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(I1) Information on Operation of the Audit Committee
The audit committee held six meetings (A) during 2021; the attendance of

independent directors is summarized as follows:

Actual Actua
Title Name atter?dlf’;\nce Attendance | - attendance Remarks
(B) by proxy rate (%)
(B/A)
Independent . Convener and
director Hui-Chun Hsu 6 0 100% Chairperson
'”O?epe”de”t Dar-Yeh Hwang 6 0 100%
irector
'“gepe”de”t Semi Wang 6 0 100%
irector

Annual Work Focus and Duties of the Audit Committee:

On June 24, 2014, the Company established an Audit Committee to replace the supervisory system.

The committee members are independent directors (three seats) of the board of directors and all

members elect an independent director to serve as the convener and chairman of the meeting.

Operation

Handled in accordance with the Company’s “ Charter for the Audit Committee” and matters that are

audited by the Audit Company mainly cover:

1. Adoption or amendment of an internal control system pursuant to Article 14-1 of the Securities
and Exchange Act.

2. Assessment of the effectiveness of the internal control system.

The Company has assessed the effectiveness of the 2021 internal control system design and
implementation in accordance with the criteria provided in the “Regulations Governing the
Establishment of Internal Control Systems by Public Companies.” The 2021 Declaration of
Internal Control System was provided after approval by the Audit Committee of the 3rd term on
the 10th meeting (2022.03.04) and resolution by the 14th board on the 13th meeting
(2022.03.04).

3. Adoption or amendment, pursuant to Article 36-1, of handling procedures for financial or

operational actions of material significance, such as acquisition or disposal of assets, derivatives

trading, extension of monetary loansto others, or endorsements or guarantees for others.

Matters bearing on the personal interest of a director.

Asset transactions or derivatives trading of a material nature.

Loans of funds, endorsements, or provision of guarantees of a material nature.

Offering, issuance, or private placement of equity-type securities.

Appointment, dismissal of, or remuneration of certified public accountants.

Appointment or discharge of afinancial, accounting, or internal audit officer.

0. Annual financial statements signed or sealed by the chairman, managers and accounting officer,

and the Q2 financial statements audited by the CPA.

11. Review merger and acquisition matters of the Company.

12. Other material matters as may be required by the Company or by the competent authority.
Pursuant to Article 31 of the Corporate Governance Best-Practice Principles, the independence
and suitability of the appointed accountants shall be evaluated on aregular basis (at least once a
year): The Company’s Audit Committee conducts an independence assessment of CPAs on a
regular basis (at least once a year) in accordance with the independence statement provided by
the CPAs. The assessment result is then submitted to the Board of Directors.

BO©®o®~NO O A

Other items to be stated:

I.  For Audit Committee meetings that meet any of the following descriptions, state the
date and session of the Audit Committee meeting held, the discussed topics, the
content of the objections, reservations or material recommendations of independent
directors, the Audit Committee' s resolution, and how the company has responded to
Audit Committee’ s opinions.
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(I) Thecircumstances referred to in Article 14-5 of the Securities and Exchange

Act:
Reservations Resolutions of the
Audit or material audit committee and
Committee Motion recommendations | the Company’s
Meeting date of independent response to the
and session directors audit committee's
opinions
2021/03/12 1. 2020 Declaration of Internal None Approved by all
4th meeting of Control System members of the
the 3rd 2. Independence and suitability audit committee and
Committee assessment for the CPAs al board members
3. Toresolve that receivables that present at the
were outstanding for more than meeting without
three months after the normal objections.
loan period as of the end of
December 2020 are not loans to
capital.
4, The separate financial statement
and consolidated financia
statements 2020.
5. 2020 Business Report
6. Motion for the 2020 Earnings
Distribution
7. Approved the initial public
offering (IPO) of RMB common
stock (A shares) of the
Company’ s subsidiary King
Long Technology (Suzhou) Ltd.
and its application for listing on
the Shanghai Stock
Exchange/Shenzhen Stock
Exchange.
2021/11/02 1. 2022 audit plan None Approved by al
8th meseting of | 2. Motion for the 2021 professional members of the audit
the 3rd fees of CPAs committee and all
Committee 3. The motion for termination of board members
the non-competition restriction present at the meeting
on directors without objections.
2021.12.28 1. Proposed amendments to the None Approved by al
9th meeting of Company’s “Internal Control members of the audit
the 3rd System” and “Implementation committee and all
Committee Rules of Internal Audit” board members

2.

3.

Proposed amendments to the
Company’s “ Accounting
System”

Proposed to change the
Company’s CPAs in response to
adjustments to the internal
organization of EY

present at the meeting
without objections.

(I1) Aside from said circumstances, resolution(s) not passed by the audit committee
but receiving the consent of two-thirds of the board of directors: None.

In instances where an independent director recused himself/herself due to a conflict

of interest, the minutes shall clearly state the director’ s name, contents of the proposal

and resol ution thereof, reason for not voting and actual voting counts: None.
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1. Communication between independent directors and internal auditing officers as well
as CPAs (such as communication of significant matters , meansand results on the
Company’ s finance and business, etc.):

(1) Communication between independent directors and internal audit officer:

1. The Company’s interna auditing officers communicate with independent
directors on the audit report results periodically, and report the interna audit at
the audit committee meeting per quarter. The internal auditing officers will report
any special condition to the audit committee immediately. The communication
between the Company’ s audit committee and internal auditing officersisfair.

2. Theinternal audit officer reports auditing matters to the board of directors and the
audit committee on a regular basis. A summary of the communication between
the independent directors and internal audit officer is asfollows:

Attendance of
the _aud|t - Communication | Communication
supervisor and Communication Items
. Method Outcome
meeting date and
session
1.Report on interna Attendance Full
auditing operations for Q1 | report and | communicated
2.021/ 03/ 1.2 2021 discussions on | and approved the
Audit Committee . : .
(3-2) 2.2020 Declaration of relevant issues | report or review
Internal Control System of the Audit
Committee
1. Report on internal Attendance Full
2021/05/07 auditing operations for Q2 | report and | communicated
Audit Committee | 2021 discussions on | and approved the
(3-5) relevantissues | report of  the
Audit Committee
1. Internal auditing Attendance Full
2021/07/13 operations report and | communicated
Audit Committee discussions on | and approved the
(3-6) relevantissues | report of  the
Audit Committee
1. Report on internal Attendance Full
2021/08/03 auditing operations for Q3 | report and | communicated
Audit Committee | 2021 discussions on | and approved the
(3-7) relevantissues | report of the
Audit Committee
1. Report on internal Attendance Full
auditing operations for Q4 | report and | communicated
2.021/ 11/0.2 2021 discussions on | and approved the
Audit Committee . . .
(3-8) 2.2022 audit plan relevantissues | report or review
of the Audit
Committee
1. Proposed amendments to | Attendance Full
the “Internal Control report and | communicated
2.021/ 12/2.8 System” and discussions on | and approved the
Audit Committee | ., : : .
(3-9) ImpIementalnnon Rules of | relevantissues | report or review
Internal Audit of the Audit
Committee

*The above communication matters were submitted to the board meeting held on the
same day for report or resolution after approval or review by the Audit Committee.
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(2) Communication between independent directors and CPAS:

1. The CPAsreport their audit on the Company’ s financial position to the audit
committee from time to time, and would report any specia condition to the audit
committee immediately. The communication between the Company’ s audit
committee and CPAsisfair.

2. Communication between independent directors and CPAsis as follows:

Attendance of the

CPAsand meeting | Communication Items Qommumcat Communication
; ion Method Outcome
date and session
The 2020 parent Attended the | Full communicated and
company only meeting and | reviewed by the Audit
2021/03/12 financial statements conducted Committee and approved
) . and consolidated consultation, | by resolution of the
Audit Committee . - ) . X
financial statements discussion board of directors.
(3-4) .
and advice
on relevant
iSsues.
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(111) Corporation gover nance status and deviation and causes of deviation

from Corporate Governance Best-Practice Principles for
TWSE/TPEX Listed Companies
Status Deviation and
causes of
deviation
from the
Corporate
Scope of Assessment Governance
Yes|No Summary Best-Practice
Principles for
TWSE/TPEX
Listed
Companies
I Has the Company established and | V The Company has formulated the|No significant
disclosed its corporate governance “Corporate  Governance Best-Practice|differences
principles based on Corporate Principles’ in accordance with the
Governance Best-Practice Principles| “Corporate  Governance Best-Practice
for TWSE/TPEX Listed Companies Principles for TWSE/TPEx Listed

?

Companies’ to enforce the responsibility
of business operators while protecting the
legal rights and interests of shareholders as
well as other stakeholders. The Company
has aso set up a corporate governance
section on its officia website for investors
to download the relevant corporate)
governance regulations.

[l.  Equity structure and shareholders

equity

(1) Does the Company have the \% In an attempt to ensure the rights and|No significant
internal procedures regulated to interests of shareholders, differences
handle shareholders proposals, we have a spokesperson and acting
doubts, disputes, and litigation spokesperson  in place to handle
matters, and have the procedures shareholder-related matters.
been implemented accordingly? As well as this, we also appoint a

professiona stock service agent to handle
shareholder matters.

There is adso a section on our website
dedicated to investors for related
information as well as a contract email for
shareholders for them to give feedback or
ask questions.

(1) Whether the Company controls the | V The Company controls the same based on|No significant
list of major shareholders and the the roster of shareholders provided by the|differences
controlling parties of such stock service agent and is disclosed on the|
shareholders? MOPS in accordance with the law.

(111 Whether the Company establishes or| V The Company and its affiliates have|No significant

implements some risk control and
firewall mechanisms between the
Company and its affiliates?

established their internal control systems
and have the parent company supervise the|
systems. Meanwhile, each affiliate has also
set up its own firewall.

differences

(IV) Has the Company established internal
policies that prevent insiders from

trading securities against non-public

information?

The Company has established the “Codes
of Ethical Conduct” to guide directors and
managerial personnel to act in line with

the ethical standards, while enabling the

No significant
differences
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Company’'s  stakeholders to  better
understand the Company’s ethical
standards. The “Codes of Ethical Conduct”
are updated and promoted from time to
time.

[1l.  The organization of the board of
directors and its duties

(1) Has the board formulated a diversity
policy and specific management
objectives, and have they been
implemented?

The Company’'s Corporate Governance
Best-Practice  Principles  specify  the
diversity policy of the composition of
members of the Board and the policy is
implemented.

The Company adopts a candidate
nomination system for its composition of
Board of Directors. In addition to
evauating each candidate's academic
qudifications, the Company takes into
account opinions of stakeholders and
complies with the regulations set forth in
the “Method of Election of Directors,”
“Corporate  Governance Best-Practice
Principles,” and “Articles of
Incorporation” to ensure the diversity and
independence of the Board members.

The Company's Board is made up by

directors with different professiond
backgrounds, covering  management,
finance, aeronautical engineering,

mechanical engineering, medical science
and construction. These directors are able)
to provide their professional advice and
opinions from their wide range of
industrial experiences, posing a benefit on
the Company’s formulation of operational
planning and policies.

The diversity policy of the composition of
the Board members is disclosed on the
Company’s website.

The Company’s Board of Directors is
made up of nine directors, including three
independent  directors. Two of these
directors aso serve as the Company’'s
employees, accounting for 22% of the total
number of directors — less than one-third
of the total number of directors.

One of the three independent directors has
a term less than 3 years; two independent
directors have a term of 3 to 9 years; and
none of the three directors has served more
than 3 consecutive terms. Two of these
directors are under the age of 50 and 7 are|
between the ages of 61 and 70. Please
refer to pages 22-26.

No significant
differences

(1)  Whether the company, in addition
to establishing the remuneration
committee and audit committee,

The Company has established the
remuneration committee and  audit

committee. In the future, depending on
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pursuant to laws, is willing to
establish any other functional
committees voluntarily?

laws and regulations or practical needs, the
Company may establish other functional
committees.

(1) Does the company establish @
standard to measure the performance
of the board, implement it annually
and submit the results to the board of
directors as reference for the
remuneration of individua directors
and the nomination of candidates?

The “Board of Directors Performance
Evauation” was approved by resolution
from the board of directors meeting held
on December 27, 2019, and was approved
for amendments at the board of directors
meeting held on December 25, 2020.

The performance evauation of the
Company’s board of directors, including
the entire board, each member and the
functional committees.

The Company has been conducting an
annual board evaluation as required by law
in 2020. The performance evauation
outcome of the board of directors is
submitted to the board meeting for
reporting prior to the end of the first
quarter each year. The performance
evaluation outcome is also reported to the
Exchange.

The indicators for the performance
evaluation of the board are based on the
Company’s operations and needs. Contents
of the indicators are determined to be
consistent and suitable for the Company to
enforce the evaluation. The remuneration
committee reviews these contents on @
regular basis while aso providing
suggestions.

The results of the Company’s performance
evauation of the board of directors will
also serve as areference in the selection or
nomination of directors.

The Company completed the 2021
performance evaluations on the board,
board members and functional committees
in February 2022. The evaluation results
were generaly excellent. These results
were reported to the board of directors on
March 4, 2022 and provided to the
Remuneration Committee for reference.

No significant
differences

(1V) Is CPAS independence assessed on &
regular basis?

The Company evaluates the independence)
and appropriateness of its CPAs each year.
The results were reported to the audit
committee and the board of directors for
review and approval.

Accountants Shao-Pin Kuo and Wen-Fang
Fu of Ernst & Young evaluated by the
Company have met the Company’s
independence evaluation criteria. These
accountants are qualified to act as the
Company’s CPAs. The accounting firm has
issued a statement of independence.

The 2021 annua independence evaluation

No significant
differences
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of CPAs was submitted to the board of
directors and approved on March 4, 2022.
For details, please refer to Note 2 on page
55.

Does the TWSE/TPEX listed
company have a dedicated unit/
staff member in charge of the
Company’s corporate governance
affairs (including but not limited to
providing information required for
director/supervisor’s operations,
convening board/shareholder
meetings in compliance with the
law, applying for/changing the
company registry, and producing
meeting minutes of board/
shareholder meetings)?

On May 3, 2019, the Company’s board of
directors resolved to approve the
appointment of the Senior Manager of the

Stock affairs of Finance Division as the

Corporate Governance Officer, who has at

least 3 years of experience as a financial

and stock supervisor in a public company.

The main responsibilities of the corporate

governance officer are to handle matters

related to the meetings of the board of
directors and shareholders meetings in
accordance with relevant laws, provide the
minutes of the board of directors and
shareholders’ meetings, assist the directors|
and independent directors on continuous|
training, provide the information on
directors and independent directors for
conducting their duties in accordance with
relevant laws and regulations, and other
matters in accordance with the Articles of

Incorporation or contract.

2021 Corporate governance

implementation:

(1) Supervising the convening notice,
providing meeting information and
preparing meeting minutes for
shareholders’ meetings and board of
directors’ meetings.

(2) Assisting in onboarding and
continuous development of directors.

(3) Assisting the independent directors
in their communication with the internal
audit officer, CPAs or related business
executives.

(4) Assisting the directorsin providing
information and related laws and
regulations necessary for them to carry
out duties.

(5) Evaluating and taking out suitable
liability insurance for directors and
managers.

(6) Supervising the Company in the
operation and enforcement of corporate
governance.

2021 continuing education:

Number
Date | Organizer Course Name
of hours
2021. | Financial The 13th Taipei
6.0
09.01 | Supervisory | Corporate

No significant
differences
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Commission

Governance

Forum

2021.
10.13

Securities &
Futures

Institute

Practical &
Advanced
Seminar for
Directors,
Supervisors
(including
independent
directors) and
Corporate
Governance
Officers — [The
Impact of the
New Labor
Law on
Corporate
Risks and

Responses)

3.0

2021.
10.20

Securities &
Futures

Institute

2021  Equity
Transfer by
Insiders of
Legd

Compliance

3.0

2021.
10.26

Securities &
Futures

Institute

Advanced
Seminar for
Directors and
Supervisors
(including
Independent)
and Corporate
Governance
Supervisors  —
Corporate Tax
Governance
and Tax

Technology

3.0
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Solutions from
ESG trends to
the Pandemic

Environment

2021. | Securities & (2021  Annua

11.09 | Futures Conference on
3.0

Institute Prevention  of

Insider Trading

Has the Company established 4
communication channel for the
stakeholders  (including but  not
limited to stockholders, employees,
customers and suppliers), set the
stakeholder section on the Company’s|
website, and responded to the
stakeholders regarding their concerns
over corporate social responsihilities?

The Company improves the interaction
and communication through diverse and
open communication channels. Various
sustainability issues are reviewed and
responded each year, and are disclosed to
the public at the “Stakeholders’ and
“Sustainability Report” sections on the)
Company’s website.

Please visit the Company’s website at

http://iwww.kyec.com.tw/, “CSR,” and
click the directory *“Stakeholders and
Concerned  Issues —  Stakeholder

Communication” under “ Stakeholders and
Concerned Issues’ and “Sustainability
Report” to access related contents.

For specific descriptions, please refer to
Note 1 on page 53.

No significant
differences

VI.

Has the Company commissioned a
professional stock service agent to
handle shareholders’ affairs?

The professional stock service agent,
“Horizon Securities,” is entrusted by the
Company to process the stock service
affairs on behalf of the Company.

No significant
differences

VII.

Information disclosure

0

Has the company established a
website that discloses financial,
business, and corporate

governance-related information?

The Company has a website which
discloses its financial and corporate)
governance information, and is regularly
updated for the Company’s investors.
(http://www.kyec.com.tw/)

No significant
differences

(i

Has the company adopted other
means to disclose information (e.g.
English website, assignment of
specific personnel to collect and
disclose corporate information,
implementation of a spokesperson
system, broadcasting of investor
conferences via the company
website)?

The Company discloses related
information on the MOPS in
accordance with the Regulations
Governing Disposition of Public
Information, and provides related
information on the Company’s website.
The Company has set up an official
website in Chinese and English. Also,
it appoints the spokesperson, and
dedicated personnel responsible for
collecting and disclosing the Company's
information.

No significant
differences

(i

Does the company announce and
report the annual financial statement
within two months after the end of the
fiscal year, and announce and report

the Ql, Q2 and Q3 financia

After the end of each accounting year, the
Company publishes and reports the
financia report approved by the board of
directors as required by the competent

authorities. The Company aso publishes|

No significant
differences
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statements and monthly operations
reports within the prescribed period of
time?

and reports its Q1, Q2 and Q3 financial
reports and monthly operations report to
the Market Observation Post System
(MOPS) within the prescribed time so that
investors are able to obtain sufficient and
accurate information.

VIII.

Does the Company have other
information that enables a better
understanding of the Company's
corporate  governance  practices
(including but not limited to,
employee rights, employee care,
investor relations, supplier relations,
stakeholders' interests, continuing
education of directors,
implementation of risk management
policies and risk measurements,
implementation of customer policy,
and maintenance of liability insurance
for the Company’s directors)?

Since the Company was incorporated, the

Company has upheld the management

philosophy dedicated to creating mutual

benefits and pursuing maximum interest
for its shareholders, employees and
customers, etc.

(1) Employee rights, employee care: The
Company is dedicated to building 4
healthy and safe working environment
and an unhindered communication
channel for its employees. The
Company established the employees
welfare committee on September 2,
1993 to engage in planning various
employees welfare policies.
Meanwhile, it aso provides the
pension reserves and concludes labor—
management agreements in
accordance with the Labor Standards
Act. The Company treats its
employees in good faith and with
respect, stabilizes the employees’ lives
and improves the continuing education
and training channels by broadening
its welfare system, and establishes the|
fair relationship of mutual trust and
cooperation with employees.

(2) Investor relations: The Company has
set up a dedicated spokesperson and
proxy spokesperson to handle
shareholders’ suggestions or disputes
while regularly disclosing financid
and corporate governance information.

(3) Supplier  relations, rights  of

stakeholders:
For the “Sustainability Report”
prepared by the Company, please visit
the Company’'s website at
http://www.kyec.com.tw/.

(4) For continuing education of the
directors, the Company also follows
the “Mode Directions for the
Implementation of Continuing
Education  for  Directors and
Supervisors of TWSE Listed and
TPEX Listed Companies’ promulgated
by TWSE.

(5) Execution of the risk management
policy and risk  measurement

standards:.  The Company has

No significant
differences
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established management measures for
important management  indicators
which are executed accordingly.

(6) Execution of the customer policy: The
Company adheres to the contracts
signed with customers and their
relevant regulations in a stringent
manner to ensure the rights of
customers.

(7) The Company takes out liability
insurance for directors: The Company
has taken out the liability insurance
for directors and managers.

IX. Please explain the improvements made, based on the latest Corporate Governance Evaluation results
published by TWSE Corporate Governance Center, and propose enhancement items and measures for
any issues that are yet to be improved.

As a means to enhance corporate governance, we continue to make gradual improvements according to the

results of the corporate governance evaluation. Improvements we have made for the items we did not scorein

the Company’s 8th corporate governance evaluation are as follows:

(1) The Company will disclose the actual implementation of the diversity policy of board members in the

annual report and website.

(2) The Company will disclose the key work and operations of the Audit Committee in the annual report and

website.

(3) The Company will disclosein detail the evaluation procedures of the independence evaluation on CPAsIn

the annua report.

(4) For the items that were not yet scored, the Company continues evaluate and consider possible

improvement options.
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Note 1: Theissues, channels and frequency of stakeholder communication are as follows:

Stakeholder

Communication issues

Communication
channels

Frequency

Shareholders/investors

Operations strategy
Corporate governance
Financial Performance
Dividend policy

Disclosed on MOPS

From time to
time

Domestic and
international
investment forum

From time to
time

Annual Meeting of

Each year
Shareholders y
Corporate social Customer satisfaction
- Each year
responsibility survey
+ Customer commitments .
. . . From time to
and services Customer questionnaire fime
+ Fire equipment
i i . From time to
installation and Email _
management time

Disaster prevention and

Customer document

From time to

Customers emergency response release time
* Waste management From time to
+ Environmental and Customer audit i
safety and health laws me
and regulations
« Environmental protection From time to
- Customer privacy Company website fime
Customer relationship
management
+ Recruitment Labor and management
. Quarterly
Leave system meeting
« Salary and bonus Departmental meeting Weekely/Monthly
+ Career development Welfare Committee
. Quarterly
Employee wellness meeting
+ Employee benefits Staff meeting Quarterly
+ Welfare Committee New staff meeting Quarterly
activities Foreign staff meeting 6 months
« Communication between Employee message
Number of labor and management | poard Permanent
» Workplace safety Improvement system by | From time to
+ Communication between proposals time
labor and management | Grievance Handling
. i i . As needed
Accident and public Committee
injury management Personnel Review
+ Club activities Committee As needed
Preservation practices Occupational Safety and | Quarterly
Health Committee
. + Hazardous material ) . From time to
Supplier Supplier meeting

management

time
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Supplier Responsihility
Business Alliance Code
of Conduct

Procurement policy
Ethical corporate
management and integrity
Source of minera
acquisition of employee
benefits

Supplier audit

From time to
time

Supplier risk evaluation

Monthly

Supplier quality meeting

From time to
time

Government
institution

Corporate governance
Regulatory compliance
Financial information
transparency

Policy cooperation

«  Waste management

Disaster prevention and
emergency response
Hazardous
substances/dangerous
goods management
Machinery and equipment
safety management
Wastewater discharge and
management

GHG management

Green energy
subscription and energy
management

Correspondence and
Emails

From time to
time

Lecture/seminar

From time to
time

Letter order release

From time to
time

External
correspondence

From time to
time

Public hearing on laws
and regulations

From time to
time
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Note 2: Procedures of the CPA’s independence evaluation

Company Name: King Yuan Electronics Co., Ltd.

Accounting period: | January 1 to December 31, 2021

Description

1

The procedures of the accountant’s independence evaluation is established based on the Certified
Public Accountant Act, the Norm of Professional Ethics for Certified Public Accountant of the

Republic of China and Statements on Auditing Standards.

2. According to the Bulletin of the Norm of Professional Ethics for Certified Public Accountant of
the Republic of China No.10 “Integrity, Objectivity and Independence,” the definitions are as
follows:

Financial interest: An interest in an equity or other security, debenture, loan or other debt

instrument of an entity, including rights and obligations to acquire such an interest and

derivatives directly related to such interest.

Direct financial interest:

B Owned directly by and under the control of an individual or entity, including those managed
on adiscretionary basis by others.

B Beneficially owned through a collective investment vehicle, estate, trust or other
intermediary over which the individual or entity has control, or the ability to influence
investment decisions.

Indirect financial interest: A financia interest beneficially owned through a collective

investment vehicle, estate, trust or other intermediary over which the individual or entity has no

control or ability to influence investment decisions.

Family: A spouse (or equivalent) or underage children.

Immediate family: Lineal, immediate affinity and sibling.

Procedures of the accountant’s independence eval uation C\:;)ésnpl ! Tn(l:\leo

1. Financial benefits

(i) Whether or not the members of the audit team and their family Yes

members have any direct financia interest or material indirect

financial interest in the Company?

(i) Whether or not the other accountants in the accounting firm and Yes

their family members have any direct financial interest or material

indirect financial interest in the Company?

(itf) Whether or not the accounting firm and their affiliated companies Yes

have any direct financial interest or material indirect financia
interest in the Company?

Summary of Conclusion:
None of the above

2.

Financing and guar antees (applied to non-financial industries)

Is there mutual financing or providing of guarantees between the Yes
accounting firm, its affiliated companies and audit service team
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Procedures of the accountant’s independence eval uation

Compliance

Yes

No

members?

Summary of Conclusion:
None of the above

3. Businessréationship

(i) Do members of the accounting firm, its affiliated companies or audit
service team members have a close business relationship with the
Company, between the Company’s directors, supervisor or
managers? Relationship such as:

B Having strategic alliance with the Company or its controlling
shareholders, directors and supervisors or managers with
significant interests.

B Combining services and products provided by the Company with
the services or products of the accounting firm or its affiliated
companies while marketing them externally.

B Mutually promoting or marketing products or services between
the accounting firm or its affiliated companies and the Company
to gain benefits.

(ii) Does the Company sell goods or provide services to the accounting
firm, its affiliated companies or the audit service team members
based on the normal business behavior?

Summary of Conclusion:
None of the above

Yes

N/A

4. Family and individual relationship

(i) Have family members of the audit service team served as the
Company’s directors, supervisors, managers, or conducted duties
that have significant impact on the audit, or any of the previously
mentioned duties during the auditing period?

(i) Have close relatives of the audit service team served as the
Company’s directors, supervisors, or managers, or conducted duties
that have significant impact on the audit, or any of the previously
mentioned duties during the auditing period?

Summary of Conclusion:
None of the above

Yes

Yes

5. Employment relationship

(i) Does the accounting firm, its affiliated companies or the audit
service team members serve as the Company’s directors,
supervisors, or managers, or conduct duties that have significant
impact on the audit?

(if) Audit service team members, accountants or accountants departed
from the accounting firm hired by the Company should take into
account the following situations to determine the level of impact on
the accountant’s independence:

B The position held in the Company.

B The duration of employment with the Company from the time of
departure from the accounting firm.

B The importance of the position held in the previous accounting
firm.

(iii) Whether or not the party knows that the audit service members are
hired by the Company in the future.

(iv) Do accountants or employees of the accounting firm or its affiliated
companies provide services to the Company’s directors, supervisors,

Yes

N/A

Yes

Yes
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Procedures of the accountant’s independence eval uation

Compliance

Yes No

managerial or equivalent positions?

Summary of Conclusion:
None of the above

6. Giftsand special offers

Are gifts or specia offers given to the audit service team members based
on social courtesy or business practices and are not of significant value
and without any motive or intent to affect professional decisions or to
obtain confidential information?

Summary of Conclusion:
None of the above

N/A

7. Rotation of CPAs

Has the Company’s primary accountant served for less than seven years
and with at least atwo-year interval between rotations before returning to
the Company?

Summary of Conclusion:
The Company has complied with related rotation rules

Yes

8. Non-audit business

Ask the accountant regarding details of the non-audit business provided
by the Company and its impact on independence.

Summary of Conclusion:

The non-audit fees this year include ESG consultation of NT$670
thousand, tax compliance checks of NT$200 thousand and tax inventory
of NT$180 thousand. There were performed in accordance with
applicable regulations and did not have an impact on the independence of
the CPAs.

Yes

9. Statement of Independencefor Accountants

Obtained the Statement of Independence prepared by the audit
committee.

Summary of Conclusion:
The Statement of Independence for Accountants has been obtained.

Yes
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2.

Information concerning the remuneration committee

(1) Terms of reference for the remuneration committee:
Members of the remuneration committee are appointed under the resolution of the
board of directors. The committee comprises four directors, one of whom is
appointed as the convener.
Accordance with the Company’s Charter for the Remuneration Committee — the
remuneration committee shall exercise the care of a good administrator to faithfully
perform the following duties and present its recommendations to the board of
directorsfor discussion.
* Prescribe and periodically review the performance review and remuneration
policy, system, standards, and structure for directors and managers
» Periodically evaluate and prescribe the remuneration of directors and managers
(2) The Company’s remuneration committee of the 4th term consists of four members.
(3) Duration of service: June 24, 2020 to June 09, 2023.

The remuneration committee held five meetings (A) in 2021; details of members
eligibility and attendance are as follows:

Title

Actual
attendance
rate (%) [B/A]

Actud
attendance

(B)

Attendance

Remarks
by proxy

Name

Convener

Convener and

5 Chairperson

Hui-Chun Hsu 100%

Member

Dar-Y eh Hwang 100%

Member

Semi Wang 100%

Member

oO|Oo|o0| O

5
5
Chung-Chi Huang 5 100%

Other itemsto be stated:

If the board of directors declines to adopt or modify a recommendation of the
compensation committee, the date, session, topic discussed and the resolution of the
board meeting and handling of the resolution of the compensation committee shall be
specified (if the compensation package approved by the Board is better than the
recommendation made by the committee, please specify the discrepancy and its reason):
None.

For resolution(s) made by the remuneration committee with the committee members
voicing opposing or qualified opinions on the record or in writing, please state the
meeting date, term, contents of motion, opinions of all members and the company’s
handling of the said opinions. None.

Discussions and resolutions by the Company’s 2021 remuneration committee meeting and the
Company’ s response to opinions of its members:

Remuneration Resolutions by the | The Company’ s response to

directors

Committee Motion Remuneration remuneration committee’s
Date/Session Committee opinions
2021/03/12 1.Motion for the Approved by all Approved by al board
3rd meeting of the | Company’s 2020 members of the members present at the
4th Committee remuneration to remuneration meeting without

committee present
at the meeting with
out objections

objections

2.2021 remuneration
adjustment for the
Company’s
managerial officers

Approved by all
members of the
remuneration
committee present
at the meeting with
out objections

As Chairman Chin-Kung
Lee and Director
An-Hsuan Liu are aso
the Company’s managerial
officers, they therefore
recused themselves from
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the discussion and voting
on the motion. The
motion was passed by all
directors present at the
meeting who participated
in the discussion and
voting with no objection.
2021/04/09 Propose to determine | Approved by all Approved by al board
4th meeting of the |the remuneration to | members of the members present at the
4th Committee |the Company’s new | remuneration meeting without
vice-president Logan |committee present |objections
Chao at the meeting with
out objections
2021/05/07 The 2020 proposed Approved by all Approved by al board
5th meeting of the | remuneration members of the members present at the
4th Committee | distribution for remuneration meeting without
directors committee present | objections
at the meeting with
out objections
2021/08/03 The review of the Approved by all As Chairman Chin-Kung
6th meeting of the | 2020 proposed members of the Lee and Director
4th Committee | employee’s cash remuneration An-Hsuan Liu are also
remuneration to the |committee present |the Company’s managerial
Company’s managerial |at the meeting with |officers, they therefore
officers. out objections recused themselves from
the discussion and voting
on the motion. The
motion was passed by all
directors present at the
meeting who participated
in the discussion and
voting with no objection.
2021/12/28 Propose to determine |Approved by all me|Approved by al board
7th meeting of the |the remuneration to | mbers of the remun|members present at the
4th Committee |the Company’s new |eration committee | meeting without
Assistant Vice present at the objections.
President Chung-Jung |meeting without
Tsai objections

3. Information on the members of the Nomination Committee and its operating status:

N/A.
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(V) Implementation of sustainable development promotion and difference from the
Sustainable Development Best-Practice Principles for TWSE/TPEx Listed
Companies and reasons ther eof

Implementation Difference
from the
Sustainable
Development
Best-Practice
Promotion Principles
Yes| No Summary for
TWSE/TPEX
Listed
Companies
and reasons
thereof
I.  Hasthe company Vv The Company has formed a Sustainability|No
constructed a governance Committee (formerly CSR Committee) to|significant
structure to promote oversee the Company’s sustainable development|differences
sustainable development and and CSR and set targets. The top executive of the
established a dedicated Administration Center is the chairman of the
(part-time) unit for the Committee. Moreover, we established an ESG
promotion of sustainable Task Force in 2021 to handle important issues
development, whichis concerned by stakeholders. The Task Force
managed by senior reviews the performance of project promotion
management by and achievement of targets on a regular basis (6
authorization of the board of months), and that reports to the board of directors
directors and is supervised on behaf of the ESG Task Force the
by the board of directors? implementation results  of sustainable
development and future plans each year.
1. Doesthe Company conduct | V We have built rigorous and stringent risk|No
risk assessments on management for material risks. The board of|significant
environmental, social and directors is responsible for overseeing the risk|differences

corporate governance issues
related to the Company’s
operations in accordance
with the materiality
principle, and set up relevant
risk management policies or
strategies?

management mechanism and control and
reviewing related regulations and important
reports.

For related issues (including ESG issues), please
visit the Company’s website a
http://iwww.kyec.com.tw/, “CSR,” and click the
directory  “Sustainability = Report”  under

“Corporate Governance — Risk Strategies and
Responses’ and “Stakeholders and Concerned
Issues — Management Guidelines and Target
Performances for Major Topics “Report” to
access related contents.

We have formulated the following management
policies or strategies based on the risks after
assessment:

Material Risk -
. Description
issues assessment
Environment | Environmental | 1. By
impact and| providing
management process safety
management
and systematic
management
cycle, we are
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2.

4.

able to
effectively
reduce the
emissions  of
pollution and
thelr impact on
the
environment.

We have
attained
environmental
and energy
management
certifications
including 1SO
14001 in 2002
and 1SO 50001
in 2016, and
have been
regularly
certified since.

We
regularly make
an inventory on
GHG emissions
in accordance
with ISO
14064 -1 as an
attempt to
review the
impact faced by
the Company’s
operations. We
continue to
carry out
carbon
reduction
measures
according to
the results of
the carbon
inventory. In
doing so, we
effectively
reduce the risk
of Scope 1
emissions and
indirect Scope
2 GHG
emissions due
to  electricity
use.

An annua
internal  audit
plan is
formulated
targeting  the
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compliance of
the Company
with
environmental
regulations,
while ensuring
that all
operation
processes are
on pa with
regulations.

Society

Occupational
safety

1. In 2020, al
plants and
subsidiaries of
China
completed the
ISO” 45001
occupational
health and
safety
management
system”
certification.
2. We conduct
periodic  fire
drills and
industrial safety
education and
training  each
year to improve
the ability to
respond in the
event of an
emergency.

Corporate
governance

Regulatory
compliance

1. We ensure
that all
employees and
operations are
in compliance
with the
applicable laws
and regulations
by establishing
a governance
organization
and
implementing
an internal
control
mechanism.

2. Wetake out
insurance
policies for our
directors and
managers  to
protect  them
against lawsuits
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| orclaims. |

Environmental issues

(1

Whether the Company
establishes environmental
policies suitable for the
Company’s industrial
characteristics?

All plants and subsidiaries of China have
established an environmental management
system in accordance with ISO 14001 and
continue to be verified by a third-party
ingtitution. As well as this, an annua GHG
inventory is conducted in accordance with the
SO 14064-1 regulations and the effectiveness of
emission reduction is tracked. We disclose the
results in the CSR report and on the Company’s
website.
(http://www.kyec.com.tw/csr/csrreport.aspx)

No
significant
differences

(I

Is the company committed
to enhancing the utilization
efficiency of energy and use
renewable materials that are
with low impact on the
environmental ?

At KYEC, we are committed to promoting
energy reduction measures. To do so, we opt for
equipment with high energy efficiency and
energy-design to reduce corporate and product
energy consumption. We also expand the use of
renewable energy, aiming to optimize energy
efficiency.

In 2020, the total electricity consumption of our
plants and subsidiaries of China was
696,855.7MWh, up 60014.3MW from
636,841.4MWh in 2019, representing an increase
of 9.4%. The main reason for the increase was
due to the Company’'s operational growth.
However, in 2020, the electricity consumption
intensity was 2001.19MWh/NT$100 million,
down 2169.74MWh/NT$100 million from 2019,
representing a decrease of 7.8%. As for green
manufacturing, we reduce unnecessary resource
waste and seek technology development on waste
reduction and resue.We will work together with
our upstream and downstream partners of the
vaue chain to recycle and reuse packaging
materials, maximizing the benefits of a circular
economy. We strive for creating circular value
through recycling of process materials and waste
reduction.

No
significant
differences

(1) Has the company assessed

the potentiad risks and
opportunities for business
operations now and in the

future regarding climate
change and will the
company adopt response
measures?

Global warming has been extreme weather in
Taiwan, such as as typhoons, floods, rainstorm,
and droughts, which are becoming more and
more noticeable. In light of changing natural
disasters, we have been carrying out operations
under the ISO 22301 business continuity
management system model. By taking this
approach, we reduce large property losses and
irreversible operational impacts brought by
natural or man-man disasters or other incidents,
while aso ensuring minimum level of operation
under any circumstances. In November 2020, we
passed the SO 22301:2019 certification.

Details of the analysis of the Company’s climate
change risks and opportunities are disclosed in

the Company’s CSR Report.

No
significant
differences

-65-




(http://lwww.kyec.com.tw/csr/csrreport.aspx)

(IV) Has the company inspected

greenhouse gas emissions,
water consumption, and
total waste in the past two
years, and  formulated
policies for greenhouse gas
emissions, and water
consumption, or other waste
management policies?

In 2019, all plants and subsidiaries of China
completed 1SO 14064 -1 Scope 1 and Scope 2
inventories and third-party verification. In 2020,
our plants in Taiwan completed the 1SO 50001
inventory and third-party verification.

GHG emissions for the past 2 years: (information
of Scope 1 and Scope 2 covers all plants and

subsidiaries)
Unit: tCO2e
Emissions Year
Category 2019 2020
Scope 1 2,502.79 4,543.51
Scope 2 355,637.91 | 379,768.51
Total 358,140.70 | 384,312.02

In 2020, the total emissions of Scope 1 and Scope
2 were 384,312.02 tCO2e, with Scope 1
accounting for 1.2% and Scope 2 accounting for
98.8% The main source of emissions was
purchased electricity. In terms of the proportion,
the main source of the Company’'s GHG
emissions comes form purchased electricity. The
total emissions in 2020 increased by 26,171
tCO2e compared to 2019, about 7.3%. However,
the emission intensity in 2020 was 1,103.64
tCO2e/NT$100 million revenue, a decrease of
9.5% from 1,220.22 tCO2e/NT$100 million in
2019.

Aside from the regular annual GHG inventory
and reduction of Scope 1 and Scope 2 within the
organization's boundaries, we have aso
conducted identification of emission sources in
Scope 3 since 2020. However, the quantitative
data have not yet been verified by a third party.
In 2021, we intend to expand the scope of 1SO
14064-1 verification of the Scope 3 inventory
data and expand the inventory items.

It is our longstanding effort to focus on
water-saving issues. In terms of water-saving
plans, the design of water-saving process was set
as the standard and the use of every drop of water
is optimized through wastewater recovery and
reuse. By doing this, we are able to reduce tap
water  consumption.  Additionally,  each
department has also established a water-saving
promotion team responsible for formulating an
annual plan and reviewing the use of change in
water consumption. We ensure the performance
of the facilities in our plants on a regular basis
and replace water-consuming facilities to avoid
waste.

Water consumption in the past 2 years: (all plants
and subsidiaries)

(Unit: million liters)

No
significant
differences
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Year 2019 2020
Total water | 5125 718 | 3361.072
ConSJmptl on

Water | ) 698,902 | 1,796.342
ConSJmptl on

In 2020, the total water consumption of KYEC
plants and subsidiaries of China was 3,361.272
million liters. The main water source was raw
water supply of approximately 2,307.238 million
liters, accounting for 68.6% of the total water
consumption; the amount of water recycled from
process wastewater recycling or water treatment
system was 1,054.034 million liters, accounting
for 31.3% of the total water consumption. We
will continue to make an effort to implement
recycling and reuse projects including UF and
RO concentrated water recovery and
rainwater/condensate to increase the amount of
water we can reuse.

As we continue to carry out recycling and reuse
of process and water systems, through promoting
a variety of water-saving projects, our Chu-Nan
Plant and subsidiary saved a total of 343.39
million liters of water and reduced carbon
emissions by 102.68 tons in 2020. In 2021, we
continued and implemented water-saving projects
and set water consumption reduction goals for for
Chu-Nan plant and subsidiary that consume a
large amount of water. We will make
improvements on the pure water system and
evauate and increase recycling systems. By
2025, we expect to decrease the water
consumption amount of these two plants by 10%
compared to that of August 2020. Also, the
Chu-Nan plant is expected to invest NT$25
million in RO recycling and ROR recycling and
reuse, with a recycling period of approximately
2.5 years, while the subsidiary of China will
make an effort to carry out pure water process
improvement, aiming to save water and reduce
waste.

With our dedication to environmental protection,
we have established waste reduction plans. Each
quarter, we carry out a performance review and
internal and externa audits. In 2020, al plants
and subsidiaries of China passed the 1SO 14001
environmental management system certification.
As the Company is manly engaged in
semiconductor testing and packaging process, no
toxic substances are used and there are no air
pollution emission problems in the testing
process. The organic gasses of COG cutting,
grinding and alcohol wiping of the subsidiary of
China are treated by photocataysis and
discharged via a 15-meter-high exhaust pipe;
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hence, there is only wastewater treatment and
waste generation. Waste generated is treated by
outsourced qualified vendors, no waste is being
transported outside of Taiwan. Each year, we take
into account the Company's environmenta
policy and establish various waste and energy
reduction objectives and periodically and track
waste and energy reduction within the plant.
Furthermore, we have also built an auditing
system on waste treatment vendors and perform
audits on a consistent basis without early
warning, ensuring the legality of our outsourced
treatment vendors.

Waste generation intensity for the past 2 years.
(al plants and subsidiaries)

Year 2019 2020
Weight (ton) | 1,758.59 | 2,866.047

General Intensity

businesses | (tons/NT$100 5.992 8.230
million)

Weight (ton) 287.06 371.58
Harmful Intensity

businesses | (tons/NT$100 0.978 1.067
million)

Weaste is mainly treated by incineration, burial
and reuse. Our waste reuse rate has increased
from 78.9% in 2019 to 80.2% in 2020. From
2018, we stopped bury waste.

In the future, we will continue to take priority
over waste reuse and enhance our waste
management. Moreover, we aim to effectively
classify, recycle and properly dispose of waste.
Our expectation is to reach areuse rate of 80%.
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IV. Sociad issues

()

Whether the Company has
established the related
management policies and
procedures in accordance
with the relevant laws and
international human rights
conventions?

The Company recognizes and takes the initiative
to follow internationally recognized human rights
standards including “the UN  Universa
Declaration of Human Rights’, “the UN Global
Compact”, “the UN Guiding Principles on
Business and Human Rights’, and “the
International Labour Organization”. As the
Company vows to respect the protections set
forth in human rights conventions, the “KYEC
Human Rights Management Policy” has been
approved and disclosed on the Company’s
website.

The Company’s human rights management
policy and specific plans are summarized as
follows:

Human
rights -
management Specific plans
policy
Abide by Employees are provided
regulatory with a safety and healthy
requirements | working environment as
required by the regulations
set forth in the Labor
Standards Act and Gender
Equality in Employment
Act
Establish an | Forced or compulsory
interactive employment and unlawful
labor— discrimination is
management | prohibited. Equal
relationship | employment opportunities
and equal pay for equal
work is carried out.
Support Education and training on
public human rights is promoted;
infformation | the Company’'s human
transparency | rights advocacy is
conveyed through the
Company’s website and
public announcements.
Build a | Establish diverse
friendly communication and
workplace. grievance channels to
smoothly express views in
a timely manner and
effectively solve
problems.
Promote Set up health management
family life | and promotion plans to
and work | emphasize the health of
balance employees.

In 2021, we provided human rights protection
training on employees, which saw 7,021
participants. In the future, the Company will
continue to pay attention to human rights

protection issues and promote related education

No
significant
differences
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and training, further raising the awareness of
human rights protection.

(11

Has the company
established and
implemented reasonable
measures for employee
benefits (including
remuneration, holidays and
other benefits), and
appropriately reflected the
business performance or
achievements in the
employee remuneration?

Conducted the employees  performance
evaluation each year as the basis for
remuneration to employees and promotion and
career development planning for the employees.
Combined the reward & punishment to
employees, performance and raise, based on the
level of remuneration applicable in the same
trade.

In 2021, female employees accounted for 45%
and female supervisors accounted for 33%.

No
significant
differences

()

Whether the Company
provides the existence of a
safe and healthy work
environment, and regular
safety and hedth training
to employees?

The Company organizes the employees hedlth
checkup and various health promotion activities
each year, and aso provides the employees
whose health condition is found to be abnormal
with care and hedlth education information case
by case.

Occupational Safety and Health Policy

We abide by the Occupational Safety and Health
Act and policies formulated by customers and
related organizations. Moreover, we also respect
the policies established by stakeholders for
organizations as well as requirements on
occupationa safety and health by stakeholders so
asto construct a healthy and happy workplace.

At KYEC, we have a comprehensive
occupational safety and health policy in place,
which is announced by the president and
implemented by all employees and supervisors.
The policy specifies KYEC's principles with
respect to the implementation of occupational
and health improvements as well as the overall
safety and health objectives and commitments of
improvement on safety and health performance.
We use the 1SO 45001 occupational safety and
health management system as the structure and
the autonomous management spirit of PDCA
continuous improvement to formulate various
safety and heath management processes and
work rules. As well as this, by following the
guidelines for operating activities, not only are
we able to reduce the incidence of occupationa
hazards, but at the same time we also minimize
the damage and impact to property, personal and
environment. In 2020, there were a total of 18
work injuries in KYEC Group. The totd
disability injury rate was 0.97 and the total
incapacity injury severity rate was 21.63 and total
frequency-severity indicator (FSI) was 0.15; al
of which were higher than 2019. To address this,
we continue to carry out risk assessments each
year and implement improvement measures for
major risks and hazards, effectively reducing the
incidence of occupational disasters.

Monitoring the workplace
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To ensure that workers are protected from
hazards of harmful substances in the workplace
and provide them with a healthy and comfortable
workplace, we conduct workplace monitoring
twice a year. In doing this, we are able to better
understand the actual state of exposure of
workers to hazards.

Work safety inspection

We perform a work safety inspection on a
monthly basis and unscheduled inspections on
vendors. We issue monthly NCR improvement
according to suggestions made from the
inspections conducted, and review deficiencies
on the monthly meeting with vendors.

M achinery and equipment safety management
The safety of the Company’s machinery and
equipment is managed at source. Prior to the
introduction of equipment, hazard identification
and risk level assessment are conducted. We aso
implement change management procedures and
personnel education and training, to further
reduce the incidence of disasters and accidents.
To ensure the safety of operators, a Release
system is implemented after the machinery has
been installed. This way, we ensure that the
safety devices function properly and other safety
facilities or labeling are completed. Normal
production and operation can only be carried out,
provided the safety requirements are met. The
safety devices and hazard warning labeling of
machinery and equipment are included in the
procurement and acceptance criteria. Safety
operation standards for equipment removal,
installation, operation, maintenance and repairs
are established. Safety protection functions at
routine maintenance or repair of equipment are
included in the inspection items.

Work safety education and training and
emergency response drills for the past 3 years (al
plants and subsidiaries)

Work safety and education and training:

Year 2018 2019 2020
Education and
training 12,843 | 20,559 | 29,527
(persons)
Emergency response drill:
Type 2018 | 2019 | 2020
Fire rescue/ o8 8 32

Earthquake disaster
Chemical leakage 2 3 4

Pl ant-wi de 3 4 3
evacuation
Transport_atlon bus 26 26 o5
drill
Tota 59 61 64
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Company Verification
All of the Company’s plants and subsidiaries
have attained the |SO 45001 certification.

(IV)

Whether the Company has
established some effective
career development training
plans for employees?

The Company has established the regulations
governing  educational  training  systems
applicable to the various levels. The Company
will aso fulfill and organize annual training plans
each year.

No
Significant
differences

V)

Has the company complied
with laws and international
standards with respect to
issues such as customers
health, safety and privacy,
marketing and labeling of
al products and services
offered, and implemented
consumer or customers
protection policies and
complaint procedures?

therefore, no related
complaints

Not applicable and,
consumer protection policy or
procedure needs to be established.

No
Significant
differences

(Vi)

Has the company
established supplier
management policies
demanding compliance
with relevant regulations
and their execution status
regarding issues such as
environmental, occupational
safety, and heath or labor
rights?

The Company has formulated a “Supplier Code
of Conduct” and management concepts for
suppliers to follow. We work side by side with
suppliers to make an effort to promote CSR
commitments to the respective group of our
suppliers. Meanwhile, we also concentrate on
social, €conomic, and environmental
sustainability risk management. Examples of
relevant requirements and implementations are as
follows:
Supplier
management

All suppliers are required
to comply with the
product quality
management system,
environmental safety and
health management system,
and supplier chain safety
management system
assessment. They are also
required to sign the
“Responsible Business
Alliance (RBA) Code of
Conduct” to commit to
CSR management.

All suppliers are required
to submit and sign the
“Supplier Evaluation
Questionnaire,” “Raw
Material Supplier
Evaluation,” “RBA Code
of Conduct,” “Letter of
Guarantee to Not Use
Banned Substances,” and
“KYEC's Shipping
Precautions and Integrity
Rules for Suppliers’ as
the basis for evaluation
and review.

Supplier
selection

Supplier There are eight major

No
Significant
differences
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audit items in the scope of
supplier audit checklist
covering RBA, green
product management and
supplier chain
management.

In 2021, a total of 63
suppliers were audited (3
audits on new suppliers,
routine audits on 60
suppliers). On-site audits
on 15 suppliers and
document audits on 48
suppliers.All suppliers
made improvements on
deficiencies within the
prescribed time.

For supplier-related issues, please visit the
Company’s website at http://www.kyec.com.tw
/, “CSR,” and click the directory under the
“Supply Chain Management” section of the
“Sustainability Report.”

V. Hasthe company taken \Y, The Company followed the internationally No
reference from the accepted GRI Standards when compiling the |Significant
internationally accepted “2021 KYEC Sustainability Report” and differences
reporting standards or passed the AA1000 Type 1 Medium
guidance when compiling Assurance Level by a third-party certification
sustainability reportsto entity (SGS). For compilation standards and
disclose non-financial assurance, please see the Company’'s website
information? Have the a http://www.kyec.com.tw/ — under the
reports mentioned previously “CSR” section, click on “Sustainability,” then
obtained the assurance of “About Reports — Preparation Principles.”

third-party verification?

VI. Has the Company established its own Sustainability Development Best-Practice Principles
based on “Sustainability Development Best-Practice Principles for TWSE/TPEX Listed
Companies’? If any, please describe any discrepancy between the principles and their
implementation:

The Company’s Board of Directors approved the formulation of the “Corporate Social Responsibility

Best-Practice Principles’ in April 2015 and amendments to the Principles were approved by the

Board of Directors in March 2017 to strengthen the implementation of our corporate social

responsibility. The actual operation is not significantly different from the Principles.

VII. Other important information that hel ps understand the implementation of sustainable devel opment:

(1)

The Company values the energy management, environmental protection and occupational
safety & hedth areas very much. Hsin-Chu Factory and Chu-Nan Factory have won the
“Five-Star Award” for labor safety and health from the Council of Labor Affairs, Executive]
Yuan in 2010 and 2013. In order to fulfill the Company’s corporate socia responsibility, the
Company participates in the adoption of peripheral roads by Chu-Nan Factory each year. The
Company is used to promoting the effective resource utilization voluntarily. In 2015, the
Company was honored as the excellent entity for the “Low Carbon Action Award” by the
Environmental Protection Administration, Executive Yuan. In 2018, the Company’s factory
premises received the “Badge of Accredited Healthy Workplace” from the Health Promotion
Administration. In 2020, Chu-Nan Factory and Tongluo Factory were honored as the excellent
entities for “2019 Green Procurement” by the Environmental Protection Bureau of Miaoli
County, and Chu-Nan Factory was honored as the excdlent entity for “2019 Green
Procurement” awarded by the Environmental Protection Administration, Executive Yuan.

Tongluo Factory for Stage 1 received the “Green Building—Bronze Meda” awarded by the|
Ministry of Interior in 2016, and received the excellence award in “Landscaping and
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(1

()

(V)

(V)

Environmental Maintenance Competition” organized by Hsinchu Science Park during 2017 to
2020.

Received the “2020 Green Procurement by Private Companies and Groups’ Special Merit
Award by Environmental Protection Bureau of Miaoli County Government in 2021 and “2020
Green Procurement” by the Environmental Protection Administration, Executive Yuan.

The Company is engaged in the technical service industry for the IC industry and, therefore,
there is no such problem about discharge of pollutants in the process of production.
Meanwhile, the management values the various pollution prevention works very much. The
various inspections all comply with the governmental |aws and regulations. Already passed the
1SO14001 for environmental management (converted into 1S014001:2015 in 2017) and
OHSAS18001 for occupational safety and health management (converted into 1SO45001:2018
in 2020) and 1S014064 for international GHG system certification at the same time in 2008
and, therefore, became the first company which passed the back-end certification by both
systems in Taiwan at the same time. Passed TOSHMS certification in 2008 (converted into
CN$45001:2018 in 2020). Chu-Nan Factory passed 1SO50001 energy management system
certification in 2016, and Tongluo Factory was included into the scope of certification in 2017.
It was converted into 1SO50001:2018, and the packaging factory was included into the scope
of certification in 2019. Passed 1S022301:2019 business continuity management system in
2020.

The Company responds to the multiple employment plans prepared by the government. It
received the “Employment Creation Contribution Award” for the agricultural and industrial
group awarded by the Ministry of Economic Affairs and Council of Labor Affairs, Executive
Yuan on November 30, 2010. Meanwhile, the Company establishes the Employees Welfare
Committee, implements the pension system, organizes various employee training programs
and group insurance, arranges periodic health checkups and values the harmonious labor—
management relationship. The Company also actively works with local schools. For the time
being, it is working with the schools including National Kaohsiung University of Science and
Technology, National Yunlin University of Science and Technology, National Changhua
University of Education, National United University, National Quemoy University, Chaoyang
University of Technology, National Formosa University and Yu Da University of Science and
Technology, etc. The Company not only fulfills its socia responsibility but also trains
professional human resources. It has been 15 years since the Company adopted the industry—
academia cooperation, and a total of 2,359 persons have been involved in the industry—
academia cooperation already.

For social involvement, the Company established the KY EC Care Association. The Company
takes care of disadvantaged groups, cares for the independent-living elderly, participates in
community activities and actively sponsors various activities organized by city/county
governments as its mission and philosophy. It will also set up public welfare booths in
large-scale activities of the Company each year and work with various public welfare groups
in some bazaars. It spares no effort in boosting the fund-raising activities organized by the
public welfare groups. At the same time, it hopes to fulfill its corporate socia responsibility.
For the “ Sustainability Report” prepared by the Company, please visit the Company’s website
at http://www.kyec.com.tw/, and click the directory under “Sustainability Report” to access
related contents.

-74-



(VI) The state of the company’s performance in the area of ethical corporate
the Ethical Corporate Management
Best-Practice Principles for TWSE/TPEX Listed Companies, and the reason for

management,

any such variance

any variance from

Status
Deviations
from
“Corporate
Social
Responsibility
Scope of Assessment Best-Practice
Yes | No Summary Principlesfor
TWSE/TPEX
Listed
Companies’
and reasons
I.  Enactment of ethical management
policy and program
() Has the Company formulated an |V The “Ethical Corporate No significant
ethical policy approved by the Management Best-Practice differences
board of directors and does the Principles’ and “Procedures for
Company expressly state the Ethical Management and Guidelines
ethical policy and its fulfillment for Conduct” are adopted to assist
by the board of directors and the the Company to foster a corporate
management in its Articles of culture of ethical management and
Incorporation and public sound development, and offer a
documents? reference framework for
establishing good commercial
practices.
(I1) Does the company establish \% The Company has formulated the | No significant

appropriate precautions against
high potential unethical conducts,
with analysis and assessments on
business activities of high
potential unethical conducts, and
formulate a prevention plan
stated in Article 7, Paragraph 2
of the Ethica Corporate
Management Best-Practice
Principles for TWSE/TPEXx Listed
Companies?

“Ethical Corporate Management
Rules’ approved by the Board of
Directors. A risk assessment
mechanism against unethical
conduct has also been set up to
periodically analyze and assess
business activities of relatively
higher unethical conduct risks
within the business scope. Based
on this, we establish preventive
programs accordingly and review
the adequacy and effectiveness of
the preventive programs
periodically, while strengthening
relevant preventive measures. The
preventive programs established by
the Company cover the following
prevention of conduct:
I.  Offering and acceptance of
bribes.
Il. lllegal political donations.
I11.  Improper charitable donations
or sponsorship.
IV. Offering or acceptance of
unreasonable presents or

differences
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hospitality, or other improper
benefits.

V. Misappropriation of trade
secrets and infringement of
trademark rights, patent rights,
copyrights, and other
intellectual property rights.

VI. Engaging in unfair
competitive practices.

VII. Damage directly or indirectly
caused to the rights or
interests, hedth, or safety of
consumers or other
stakeholders in the course of
research and development,
procurement, manufacture,
provision, or sale of products
and services.

(1) Has the company specified
operational procedures, behavioral
guidelines, disciplines of
violations, as well as an appeal
system in the program against
unethical behavior, and
implemented such programs, and
reviewed and revised the
previous program on a regular
basis?

The Company engages in
commercial activities following the
principles of fairness, honesty,
faithfulness, and transparency, and
in order to fully implement a
policy of ethica management and
actively prevent unethical conduct,
these “Procedures for Ethica
Management and Guidelines for
Conduct” are adopted with a view
to providing all personnel of this
Corporation with clear directions
for the performance of their duties,
including the specified operating
procedures and behavior guidelines
for each program, disciplinary
actions, and complaints system,
after approval by resolution made
in the board meeting held on
October 30, 2020. The scope of
application of these Procedures and
Guidelines includes the subsidiary
of this Corporation, any
incorporated foundation in which
this Corporation’s accumulated
contributions, direct or indirect,
exceed 50 % of the total funds of
the foundation, and other group
enterprises and organizations, such
as ingtitutions or juristic persons,
substantially controlled by the
Company. Not only are these
Procedures enforced on our new
recruits, but they are also
implemented in the Company’s
operations.

No significant
differences

I1.  Implementation of ethical
management

() Whether the Company assesses a

The Company shall take into
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trading counterpart’s ethical
management record, and expressly
states the ethical management
clause in the contract to be
signed with the trading
counterpart?

consideration the legitimacy of its
agents, suppliers, customers or
other business trading counterparts
and whether they are involved in
any unethical activities before
engaging in transactions, in order
to avoid engaging in transactions
with unethical ones.

The agreements/contracts concluded
by the Company with its agents,
suppliers, customers or other
business trading counterparts shall
include the ethical corporate
management policy and the clauses
providing that the agreements/
contracts shall be rescinded or
terminated where the trading
counterparts are involved in any
unethical activities.

No significant
differences

(I1) Does the company establish an
exclusively (or concurrently)
dedicated unit supervised by the
board to be in charge of
corporate integrity? Does the
Company report policies to the
board on a regular basis (once a
year) to prevent conflicts of
interest and provide proper
statement channels?

The Company has appointed the
President’s Office as the dedicated
unit subordinated to the board of
directors responsible for

establishing and supervising the
execution of ethical corporate
management policies and preventive
measures, taking charge of various
matters and reporting to the board
of directors periodically.

No significant
differences

(1) Whether the Company defines any
policy against conflict of interest,
provides adeguate channels thereof,
and fulfills the same precisely?

The “Ethical Corporate
Management Best-Practice
Principles’ and “Procedures for
Ethical Management and Guidelines
for Conduct” are adopted to assist
the Company to foster a corporate
culture of ethical management and
sound development, and offer a
reference framework for
establishing good commercial
practices. The Company also
provides open channels for
employees to express their opinions
within the Company and through
its official website.

The primary principle of the
directors and managerial officers of
the Company is ethical corporate
management. If any decision or
transaction involves their own
conflict of interest, based on the
principles of preventing conflicts of
interests, directors and managerial
officers are prohibited from voting.

No significant
differences

(IV) Has the company established an
effective accounting system and
internal control system in order
to implement ethical management,

In order to implement ethical
corporate management, the
Company has set up an effective
accounting system and interna

No significant
differences
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propose relevant audit plans
according to the assessment
results of the risks of unethical
behaviors, and review the
compliance status of the
prevention of unethical behaviors,
or entrusted an accountant to
carry out the review?

control system to ensure that
ethical corporate management has
been enforced. The audit division
reviews the compliance of the said
systems according to the annual
auditing plans. The Company also
complies with applicable regulations
of the “Company Act” and the
“Securities and Exchange Act,” and
the Company’'s accountants are
responsible for the auditing of
accounting books.

(V) Whether the Company organizes
internal/external education training
programs for ethical management
periodically?

The Company has established the
“Procedures for Ethical
Management and Guidelines for
Conduct” and promotes ethical
corporate management in employee
education & training and meetings
from time to time. In 2021, the
Company organized online courses
(including legal education and
training, information security and
intellectual property protection
policy, insider trading prevention
promotion). A total of 7,021
employees took part in these
training courses.

No significant
differences

1. Status of the Company’s complaint
system

()  Whether the Company has
defined a specific complaints and
rewards system, and established
some convenient complaint
channel, and assigned competent
dedicated personnel to dea with
the situation?

Internal grievance channels: The
Company has set up the
employees message board, opinion
mailbox and hotline dedicated to
accepting the complaints from
employees.

No significant
differences

(I1) Has the company implemented
any standard procedures,
subsequent measures or
confidentiality measures for
handling reported misconducts?

Investigations are conducted by the
Company’s Human Resources
Department and are conducted
confidentially.

No significant
differences

(1) Whether the Company has
adopted any measures to prevent
the complainants from being
abused after filing complaints?

According to Article 22 of the
Company’s “Ethical Corporate
Management Best-Practice
Principles’ and Article 21 of the
“Procedures for Ethical
Management and Guidelines for
Conduct,” the Company protects
the identify and content of the
whistleblower so that he/she is not
improperly treated due to
whistleblowing. The Company’s
grievance channel for external
parties is established on its official
website at “Business Conduct and
Ethics Grievance System.”

No significant
differences

IV. Enhancing Information Disclosure
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Does the company have the Y

contents of ethical corporate
management and its
implementation disclosed on the
website and MOPS?

The Company has disclosed
information associated with its No significant
Ethical Corporate Management Best | differences
-Practice Principles, Code of

Ethical Conduct, Procedures for
Ethical Management and Guidelines
for Conduct. Contents of the
Company’s Ethica Management
Principles and its implementation
are announced on the MOPS,

V. Hasthe Company established its own ethical business best-practice principles based on “Ethical Corporate
Management Best-Practice Principles for TWSE/TPEX Listed Companies’? If any, please describe any
discrepancy between the principles and their implementation:

The Company has established its own “Ethical Corporate Management Best-Practice Principles’ to
establish and develop a corporate culture of ethical corporate management. The actual operation does not
differ from the “Ethical Corporate Management Best-Practice Principles for TWSE/TPEX Listed
Companies.”

VI. Other important information to help the better understanding of the Company’'s ethical corporate
management (e.g. review and amendments on the ethical corporate management best-practice principles
established by itself):
1. To be in line with the amendment to “Ethical Corporate Management Best-Practice Principles for

TWSE/TPEX Listed Companies’ made in 2019, the amendment to the Company’s “Ethical Corporate
Management Best-Practice Principles’ has been approved by the board of directors meeting held on
December 27, 2019. The contents of the Principles have been thoroughly implemented.

2. In an effort to implement ethical corporate management and ethical conduct, the Companystrengthens
professiona ethics while also raising awareness of lega compliance through the promotion of
continuing education courses and online courses for employees.

3. In 2021, atotal of 7,021 employees took part in training courses. The related education & training and
promotion situation is as follows:

For Whom
the Course Name Date Method and Passing Criteria
is Designed
Education & Training on Legal Passing the online course within the reading
2021.03.15-2021.03.26 | )
Matters period (full score of the test is 100)
Information Safety and i ) o _
All Passing the online course within the reading
Intellectual Property 2021.10.29-2021.11.12 | )
employees ) ) period (full score of the test is 100)
Protection Policy
Information on Promotion on
2021.08.23 Announcement on I ntranet
Prevention of Insider Trading
Education and Promotion of . ) .
) ) Related education and promotion provided
Prevention of Insider
All directors i . 2021.12.28 to directors at the 14th session of the 12th
Trading and Ethical _
board meeting
Corporate Management

(VI If the company has established corporate governance principles or other

relevant guidelines, referencesto such principles must be disclosed:

Please visit the MOPS at https.//mops.twse.com.tw/ or the Company’s website at
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https.//www.kyec.com.tw/csr/csrreport.aspX.
(VI11)  Disclosureof other information enabling better under standing of the
Company’s cor por ate gover nance: None.
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(IX) I'mplementation of the internal control system
1. Declaration of Internal Control System

King Yuan Electronics Co., Ltd.
Declaration of Internal Control System

Date: March 4, 2022

The following declaration had been made based on the 2021 self-assessment of the
Company’sinternal control system:

VI.

The Company acknowledges and understands that the establishment, implementation
and maintenance of the internal control system are the responsibility of the board and
managers, and that such a system has been implemented within the Company. The
purpose of this system is to provide reasonable assurance in terms of business
performance, efficiency (including profitability, performance, asset security, etc),
reliability, timely and transparent financial reporting, and regul atory compliance.
Theinternal control system is designed with inherent limitations. No matter how perfect
the internal control system is, it can only provide a reasonable assurance to the
fulfillment of the three objectives referred to above. Moreover, the effectiveness of the
internal control system could be affected by the changes of environment and
circumstances. However, a self-monitor mechanism is installed in the internal control
system of the Company. The Company will make corrections once the deficiencies are
identified.

The Company has assessed the effectiveness of the internal control system design and
implementation in accordance with the criteria provided in the “Regulations Governing
the Establishment of Internal Control Systems by Public Companies’ (hereinafter
referred to as “The Regulations’). Criteria introduced by “The Regulations’ consists of
five major elements, each representing a different stage of internal control: 1. Control
environment; 2. Risk evauation; 3. Procedural control; 4. Information and
communication; and 5. Supervison. Each element further encompasses severa
sub-elements. Please refer to the Regulations for details.

The Company has adopted the abovementioned criteria to validate the effectiveness of
itsinternal control system design and execution.

Based on the aforementioned audit findings, the Company holds that it has reasonably
preserved the achievement of the above goals within the aforementioned period ended
on December 31, 2021 of interna control (including the monitoring over the
subsidiaries), including the effectiveness and efficiency in operation, reliability in
financial reporting and compliance with relevant legal rules, and that the design and
enforcement of interna control are effective.

This Statement of Declaration will be the major content of the annua report and
prospectus of the Company and disclosed to the public. Any illegalities such as
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misrepresentations or concealments in the published contents mentioned above will be
considered a breach of Articles 20, 32, 171, and 174 of the Securities and Exchange Act

and incur legal liabilities.
VII. This declaration was passed unanimously without objection by all 9 directors present at
the board meeting dated March 4, 2022.

King Yuan Electronics Co., Ltd.

Chairman: Chin-Kung Lee
(Signature)

President: An-Hsuan Liu (Signature)

2. The internal control audit report issued by the CPA commissioned to conduct an
internal control audit, if any: None.
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(X) If there has been any legal penalty against the company or its internal
personnel, or any disciplinary penalty by the company against itsinternal
personnel for violation of the internal control system, during the most
recent fiscal year or during the current fiscal year up to the publication
date of the annual report, where the result of such penalty could have a
material effect on shareholder equity or securities prices, the annual
report shall disclose the penalty, the main shortcomings, and condition of
improvement, specify its content, main deficit and improvement situation:
None.

(X1) Important resolutions made by the shareholders meeting board of
directors meeting during the current fiscal year and up to the date of
printing of the annual report

1. Resolutions made by the 2021 annual general meeting

Date Session Important resolutions and implementation

2021.08.03] Annua |1. The motion for business report and financial statements 2020
Mesting of was ratified.

Shareholders|2.  The motion for allocation of earnings 2020 was ratified.
Execution: Approved the motion for setting the base date for
allocation of cash dividend on August 25, 2021, and the cash
dividend was alocated on September 15, 2021. (The cash
dividend was allocated as NT$1.80 per share)

3. Approved the motion for amendment of Articles of
Incorporation.

Implementation: Registration was approved by the Ministry of
Economic Affairs on August 16, 2021 and announced on the
Company’s website.

4. Approved the motion for alocation of cash dividend from

capital surplus.
Execution: Approved the motion for setting the base date for
allocation of cash dividend on August 25, 2021, and the cash
dividend was alocated on September 15, 2021. (The cash
dividend was allocated as NT$0.20 per share)

5. Approved the initia public offering (IPO) of RMB common
stock (A shares) of the Company’'s subsidiary King Long
Technology (Suzhou) Ltd. and its application for listing on the
Shanghai Stock Exchange/Shenzhen Stock Exchange.
Implementation: Motion resolved and has been implemented
according to the resolution of the shareholders’ meeting.

2. Summary of the Company’s important resolutions made by the shareholders
meeting board of directors’ meeting for 2021 and up to the date of printing of the
annual report:

Date Session Important resolutions

2021.03.12| Board of |1. Approved the 2020 Declaration of Internal Control System.

Directors [2. Approved the motion for the Company’s 2021 budget.

meeting |3. Approved the motion for amendment of Articles of
Incorporation.

4. Approved the motion for assessment on independence and
competency of CPAs.

5. Approved whether the receivables that were outstanding for
more than three months after the normal loan period as of the end
of December 2020 are loans to capital.

-83-



6. Approved the 2020 standalone financia statement and

consolidated financial statements.

Approved the 2020 business report.

Approved the motion for the 2020 earnings distribution.

Approved the motion for alocation of cash dividend from capital

surplus.

Approved the motion for dlocation of remuneration to

employees in 2020 and the motion proposed by the remuneration

committee for the remuneration to directorsin 2020.

Approved the initia public offering (IPO) of RMB common

stock (A shares) of the Company’'s subsidiary King Long

Technology (Suzhou) Ltd. and its application for listing on the

Shanghai Stock Exchange/Shenzhen Stock Exchange.

Approved the motion for organization of the Company’s 2021

general shareholders’ meeting at 2F., No. 103, Zhongyang Rd.,

Toufen City, Miaoli County (Grand Royal Hote Conference

Room 205) on June 9, 2021 (Wednesday) at 9 am.

13. Approved the motion to adjust the 2021 remuneration to the
Company’s managerial officers which is recommended by the
remuneration committee.

© o N

10.

11.

12.

2021.04.09

Board of
Directors
meeting

1. Approved the motion for the authorization of the Company’s
subsidiary KYEC Microelectronics Co., Ltd. to agree to the
proposed cash capital increase for its investee company King Long
Technology (Suzhou) Ltd. and waive its preemptive rights for this
capitd increase.

2. Approved the employee equity incentive program for the
Company’s subsidiary, King Long Technology (Suzhou) Ltd.

3. Approved the motion for the Company personnel arrangement.

2021.05.07

Board of
Directors
meeting

1. Approved the motion to the 2020 alocated remuneration to
directors which is recommended by the remuneration committee.

2021.07.13

Board of
Directors
meeting

1. Approved to increase 2021 capital expenditures for the Company
and its subsidiaries.

2. Approved to change the Company’s 2021 annual general meeting
from June 9 (Wednesday) to August 3 (Tuesday).

2021.08.03

Board of
Directors
meeting

1. Approved the date of dividend distribution.

2. Approved the adjustments made by the remuneration committee
regarding the proposed distribution of cash remuneration to the
Company’s managers for 2020.

2021.11.02

Board of
Directors
meeting

1. Approved the motion of the 2022 audit plan.

2. Approved the motion for the 2021 professional fees of CPAS.

3. Approved the motion for termination of the non-competition
restriction on managers with directors.

2021.12.28

Board of
Directors
meeting

1. Approved the 2022 capital expenditures for the Company and its
subsidiaries.

2. Approved the amendment to “Internal Control System” and
“Implementation Rules of Internal Audit.”

3. Approved the amendment to the “ accounting system.”

4. Approved the amendment to the “ Corporate Governance Rules.”

5. Approved the motion to change the Company’s CPAs in response
to adjustments to the internal organization of EY.

6. Approved the motion for personnel arrangement.

2022.03.04

Board of
Directors

1. Approved the 2021 Declaration of Internal Control System.
2. Approved the motion for the Company’s 2022 budget.
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meeting

3. Approved the amendment to “Operating Procedures for
Acquisition or Disposition of Assets.”

4. Approved the motion for assessment on independence and
competency of CPAs.

5. Approved the 2021 standaone financia statement and
consolidated financial statements.

6. Approved the discussion of the motion for alocation of
remuneration to employees in 2021 and the motion proposed by
the remuneration committee for the remuneration to directors in
2021.

2022.04.08

Board of
Directors
meeting

1. Approved the 2021 business report.

2. Approved the motion for the 2021 earnings distribution.

3. Approved the motion to change the Company’s CPAS in response

to adjustments to the internal organization of EY.

4.Approved the motion for organization of the Company’s 2022
general shareholders meeting at 2F,, No.6, Yule St., Toufen City,
Miaoli County, Taiwan (Grand Royal Hotel Conference Room 205)
on June 29, 2022 (Wednesday) at 9 am.

5.Approved the motion to adjust the 2022 remuneration to the
Company’s managerial officers which is recommended by the
remuneration committee.

(X11) Where a director has expressed a dissenting opinion with respect to a
material resolution passed by the board of directors, and said dissenting
opinion has been recorded or prepared as a written declaration, disclose
the principal content thereof in the most recent fiscal year or up to the
date of publication of the annual report: None.

(XI11) A summary of resignations and dismissals of the Company’s chairman,
president, chief accountant, executive financial officer, chief internal

auditor,

corporate governance officer and chief research and

development officer in the most recent fiscal year or up to the date of
publication of the annual report: None.
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V. Information on the Professional Feesof the Attesting CPAs
Amount unit: NTD thousand
Name of Independent . ,
accounting | Nameof CPA | Auditor’'s Audit | Non-Audit Tota Remarks
s Fee Fees
firm Report
: 2021.1.1—- The non-audit
Shao-PInKuo 5051 15 31 fees include ESG
consultation of
NT$670 thousand, tax
Ernst & Young Wen-Eun Euh 2021.1.1- 4,985 1,050 6,035 compliance checks of
2021.12.31 NT$200 thousand and

tax inventory of NT$
180 thousand.

1. When the company changes its accounting firm and the audit fees paid for
the financial year in which the change took place are lower than those paid
for the financial year immediately preceding the change, the amount of the
audit fees before and after the change and the reason shall be disclosed:

None.

2. Any reduction in audit remuneration by more than 10% compared to the
previous year; state the amount, the percentage and reason of such
variation: None.

VI.

Change of accountants. None.

VII. Disclosure of any of the Company’s chairman. president, or
manaaers responsible for financial or accountina affairs beina
emploved bv the auditor’'s firm or anv of
companiesin thelast vear. includina their names, positions, and
the periods durina which thev were emploved by the auditor’s

firm or any of its affiliated companies: None.
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VIII. Any transfer of equity interests and pledge of or change in

equity

interests by a director,

managerial

officer, or

shareholder with a stake of morethan 10 % in the most recent
year and until the date of publication of the annual report:

() Changes in equity of directors, managerial officers and major

shareholders
Unit: share
2021 2022 asof May 1
Increase Increase | Increase Increase
Title Name (decrease) |(decrease)|(decrease)| (decrease) in
inshares | inshares | in shares shares
held pledged held pledged
Chairman and CEO Chin-Kung Lee 0 0 0 0
Vice-Chairman Chi-Chun Hsieh 0 0 0 0
President and Director An-Hsuan Liu (200,000) 0 0 0
Director Kao-Yu Liu 0 0 0 0
Director Kuan-Hua Chen 0 0 0 0
Representative Chao-Jung Tsai 0 0 0 0
Director (Note1) of Yann Yuan
Investment }
Co., Ltd. Ping-Kun Hung 0 0 0 0
Independent director Hui-Chun Hsu 0 0 0 0
Independent director Dar-Yeh Hwang 0 0 0 0
Independent director Semi Wang 0 0 0 0
Executive Vice President Gauss Chang 0 0 0 0
Senior Vice President K.K Lee 0 0 0 0
Senior Vice President Steven Chang 0 0 0 0
Vice President Andy Liang 20,000 0 0 0
Vice President Hans Han 0 0 10,000 0
Vice President and CFO Logan Chao 0 0 0 0
Assistant Vice President Wendy Chen 0 0 0 0
Ass S‘a”t(kl/;t‘;%"f&" dent Chung-Jung Tsai 0 0| 7000 0
(Note 3)
Corporaéi]fi;;‘;ema”ce Neil Chung 0 0 0 0

Note 1: The representative Chao-Jung Tsai of corporate director of Yann Yuan Investment Co., Ltd. was
replaced by Ping-Kun Hung on February 15, 2022.
Note 2: Assistant Vice President Chung-Jung Tsai was appointed on December 28, 2021.
Note 3: Assistant Vice President Jeff Hsu stepped down on April 9, 2021.

(I1) Sharetransferred to related parties: None.

()

Share pledged to related parties: None.
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IX.

Information on the relationship of the Top 10 shareholders

bv proportion of shareholding, related parties, spouse, or
kindred within the 2nd degree

2022.05.01
Names and
relationships of the
top 10 shareholders
, . ) who arerelated | &
) Shareholdings of spouse | Shareholding using . g
Sharenoldings by oneself and underage children another’s name part'eswfﬁﬁ ﬂ% or ;%
Name second-degree of ?
kinship to each
other
Shares Shareholding Shares Shareholding Shares Shareholding T(ict)lre Relationshi
ratio (%) ratio (%) ratio (%) P
name)
Yuanta Taiwan High
Dividend Fund 59,878,361 4.90 0 0 0 0| None None
e Yuen nvestment €055 600,000 430 0 0 o 0/ None|  None
Representative: 0 0.00 0 o o 0/ None| None
Chun Kuan
Representative of Fubon | 48,092,000 3.93 0 0 0 None| None
Life Insurance Co., Ltd.:
Ming-Hsing Tsai 0 0.00 0 0 0| None| None
Chin-Kung Lee 34,000,941 2.78| 4,263,053 0.35 0 0| None None
Cfgna Life Insurance Co., | 29,071,000 2.38 0 0 0 0 None| None
Ltd.
Representative: 0 0.00 0 0 0 0| None| None
Shou-Lun Tan
New Labor Pension Fund 28,748,000 2.35 0 0 0 0| None None
United Microelectronics | 23,157,696 1.89 0 0 0 0| None| None
Corporation
Representative: 0 0.00 0 0 0 0/ None| None
Chia-Tsung Hung
Stichting Depositary APG
Emerging Markets Equity 21,875,000 179 0 0 0 0| None None
Pool
Mitsubishi UFJ Morgan
Stanley Securities
Co.,Ltd.-Equity Trading 21,682,000 1.77 0 0 0 0| None None
Division (Proprietary
Trading Desk)
Chunghwa Post Co., Ltd. 17,851,000 1.46 0| None| None
Representative:
Hong-Mo Wu 0 0.00 0| None None

Note: Calculated based on the outstanding common stock on the date of suspension of stock transfer by this general shareholders' meeting.
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The shareholders of the Company, the Company’s directors,

managers, and the business entity directly or indirectly
controlled by the Company on the same invested company,

and also the consolidated comprehensive shareholding ratio

Unit: share

Invested enterprise

Investment made by the
company

Investment by directors
and managers or by
directly or indirectly

controlled enterprises

Total investment

Shares

Shareholding
ratio (%)

Shares

Shareholding
ratio (%)

Shares

Shareholding
ratio (%)

KYEC USA Corp.
(Note 1)

160,000

100

0

0

160,000

100

KYEC
SINGAPORE
PTE.LTD.
(Note 2)

78,000

100

78,000

100

KYEC JAPAN
K.K.
(Note 3)

1,899

89.83

1,899

89.83

KY EC Investment
International Co.,
Ltd.

(Note4,7,8)

164,923,636

100

164,923,636

100

KYEC
Technology
Management Co.,
Ltd.

(Note 4, 7)

7,500,000

100

7,500,000

100

KYEC
Microelectronics
Co., Ltd.

(Note 4, 7)

125,500,000

100

125,500,000

100

King Long
Technology
(Suzhou) Ltd.
(Notes 5, 7)

92.46

0.90

93.36

Suzhou Zhen Kun
Technology Ltd.
(Notes 6, 8)

92.46

0.90

93.36

King Ding
Precision
Incorporated
Company
(Note 9)

6,600,000

100

6,600,000

100

Fixwell
Technology Corp.
(Note 10)

2,800,000

23.33

320,000

2.67

3,120,000

26.00

Waei Jiu Industrial
Co., LTD.
(Note 11)

1,020,000

34.00

1,020,000

34.00
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Note: The Company’s investment using the equity method.

Note 1:

Note 2:

Note 3:

Note 4.
Note 5:

Note 6:

Note 7:

Note 8:

Note 9:

Acts as the agent for business in the territories of the U.SA. and related
communications.

Acts as the agent for business in the territories of Southeast Asia and Europe and
related communications.

Engages in electronic parts manufacturing and trading, and acts as the agent for
business in the territories of Japan and related communications.

Genera investment.

Research and development, design, manufacturing, packaging, testing, processing
and maintenance of semiconductor integrated circuits, transistors, electronic
components, electronic materials, analog or hybrid automatic data processors,
solid-state memory systems, heating ovens and related products and components.
Integrated circuit-related technology transfer, technical consultation, technical
services, sales of the Company’ s products and after-sales services.

Research and development, production (packaging, testing), processing of
large-scale integrated circuits for electronic components, electronic materials,
analog or hybrid automatic data processing machines, solid state memory
systems,and heating oven controllers, sales of independently produced products,
and provision of related after-sales services, integrated circuit-related technology
transfer, technical consultation, technical services.

(1) Since 2002, the Company has been making improvements through KYEC
Investment International Co., Ltd. (BVI) and KYEC Microelectronics Co., Ltd.
(CAYMAN) in King Long Technology (Suzhou) Ltd. As of December 31, 2021,
the Company had made cumulative investments totaling USD 116,155 thousand.
(2) On November 1, 2003 and in November 2009, the Company made investments
through contribution of technology into K'Y EC Technology Management Co., Ltd.
(SAMOA), which then made indirect investments through KY EC Microelectronics
Co., Ltd. (CAYMAN) into King Long Technology (Suzhou) Ltd., for amounts of
USD5,325 thousand and USD2,175 thousand, respectively. These investments
were approved by the Investment Commission, Ministry of Economic Affairs,
under Letter No. (92)-Jing-Shen-2-092031647 dated October 20, 2003 and
(98)-Jing-Shen-2-09800350290 dated October 21, 2009, respectively.

(1) The Company has successively invested in Suzhou Zhen Kun Technology Ltd.
in the mainland China, indirectly, via KYEC Investment International Co., Ltd.
(BVI) and Sino-Tech Investment Co., Ltd.(SAMOA) since September 2009. On
March 6, 2019, Sino-Tech Investment Co., Ltd. transferred RMB 53,226 thousand
ownership of Suzhou Zhen Kun Technology Ltd. to King Long Technology
(Suzhou) Ltd., and remitted an equivalent amount of investment capital in
December 2019. Sino-Tech Investment Co., Ltd. has completed the liquidation
and cancellation processes in 2020Q1. Until December 31, 2021, the Company
had accumulated the outward remittances of investment capital in the amount of
USD32,431 thousand.

(2) The Company has successively invested in Suzhou Zhen Kun Technology Ltd.
in Mainland China, indirectly, viaKY EC Investment International Co., Ltd. (BV1)
and Strong Outlook Investments Limited (BV1) since September 2010. On March
6, 2019, Strong Outlook Investments Ltd. transferred RMB 32,789 thousand worth
of ownership of Suzhou Zhen Kun Technology Ltd. to King Long Technology
(Suzhou) Ltd., and remitted an equivalent amount of investment capital in
December 2019. Sino-Tech Investment Co., Ltd. has completed the liquidation and
cancellation processes in 2020Q1. Until December 31, 2021, the Company had
accumulated the outward remittances of investment capital in the amount of
USD 16,337 thousand.

Manufacturing of electronic parts, wholesale and retail of electronic materials, and
repairing of electric appliances and electronic products.

Note 10: Manufacturing of electronic parts, wholesale and retail of electronic materials, and
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repairing of eectric appliances and electronic products.
Note 11: CNC & milling machine processing design and manufacturing of various precision
mechanical parts.
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Four. Financing Status

Capital and Shares
() Capital sources

Unit: Share; NTD

Year/
Month

Issue price

Authorized capital stock

Paid-in capital

Remarks

Shares

Amount

Shares

Amount

Capital sources

Investment
by
properties
other than
cash

Others

1986.05

1,000

7,000

7,000,000

7,000

7,000,000

Capital stock at the)
time of incorporation

None

None

1990.02

1,000

9,500

9,500,000

9,500

9,500,000

Capital  increase in
cash by NT$2,500
thousand

None

None

1994.07

10

2,050,000

20,500,000

2,050,000

20,500,000

Capital  increase in
cash by NT$11,000
thousand

None

None

1995.10

10

3,000,000

30,000,000

3,000,000

30,000,000

Capital  increase in
cash by NT$9,500
thousand

None

None

1996.09

10

5,000,000

50,000,000

5,000,000

50,000,000

Capital increase in
cash by NT$20,000
thousand

None

None

1997.05

10

9,000,000

90,000,000

9,000,000

90,000,000

Capital  increase in
cash by NT$40,000
thousand

None

None

1997.09

10

35,000,000

350,000,000

17,000,000

170,000,000

Capital  increase in
cash by NT$80,000
thousand

None

None

1998.02

20

35,000,000

350,000,000

35,000,000

350,000,000

Capital  increase in
cash by NT$180,000
thousand

None

None

1998.08

20

80,000,000

800,000,000

54,975,000

549,750,000

Capital increase by
NT$140,000 thousand
in cash;

Recapitalized by
NT$59,750 thousand
from earnings

None

None

1998.09

10

80,000,000

800,000,000

65,000,000

650,000,000

Recapitalized by
NT$100,250 thousand
from capital surplus

None

None

1998.12

30

80,000,000

800,000,000

70,000,000

700,000,000

Capital  increase in
cash by NT$50,000
thousand

None

None

1999.07

30

150,000,000

1,500,000,000

99,375,000

993,750,000

Capital  increase by
NT$100,000 thousand
in cash;

Recapitalized by
NT$123,750 thousand
from earnings,
Recapitalized by
NT$70,000 thousand
from capital surplus

None

None

1999.12

46

150,000,000

1,500,000,000

124,375,000

1,243,750,000

Capital  increase in
cash by NT$250,000
thousand

None

None

2000.07

70

560,000,000

5,600,000,000

263,225,446

2,632,254,460

Capital  increase by
NT$700,000 thousand
in cash;

Recapitalized by
NT$439,754 thousand
from earnings,
Recapitalized by
NT$248,750 thousand
from capital surplus

None

None

2001.07

10

700,000,000

7,000,000,000

436,672,214

4,366,722,140

Recapitalized by
NT$1,023,759
thousand from
earnings,

Recapitalized by

None

None
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NT$710,708 thousand
from capital surplus

2002.05

10

870,000,000

8,700,000,000

436,672,214

4,366,722,140

Change of authorized
capital stock

None

None

2002.07

10

870,000,000

8,700,000,000

447,879,749

4,478,797,490

Overseas convertible)
bond: NT$112,075
thousand

None

None

2002.10

10

870,000,000

8,700,000,000

452,591,205

4,525,912,050

Overseas convertible)
bond: NT$47,115
thousand

None

None

2003.01

10

870,000,000

8,700,000,000

452,876,747

4,528,767,470

Overseas convertible)
bond: NT$2,855
thousand

None

None

2003.04

14

870,000,000

8,700,000,000

556,871,604

5,568,716,040

NT$1,039,949
thousand for private
placement

None

None

2003.11

10

870,000,000

8,700,000,000

579,303,374

5,793,033,740

Overseas convertible
bond: NT$224,318
thousand

None

None

2004.01

10

870,000,000

8,700,000,000

687,905,995

6,879,059,950

Overseas convertible|
bond: NT$1,086,026
thousand

None

None

2004.04

10

870,000,000

8,700,000,000

699,942,564

6,999,425,640

Overseas convertible|
bond: NT$120,366
thousand

None

None

2004.08

10

1,090,000,000

10,900,000,000

754,955,164

7,549,551,640

Change of authorized
capital stock;
Recapitalized by
NT$550,126 thousand
from earnings

None

None

2004.10

10

1,090,000,000

10,900,000,000

767,839,164

7,678,391,640

Exercise of employee
stock option in
exchange of new
shares:.  NT$128,840
thousand

None

None

2005.01

10

1,090,000,000

10,900,000,000

768,405,664

7,684,056,640

Exercise of employee
stock option in
exchange of new
shares: NT$5,665
thousand

None

None

2005.04

10

1,090,000,000

10,900,000,000

769,176,664

7,691,766,640

Exercise of employee
stock option in
exchange of new
shares: NT$7,710
thousand

None

None

2005.07

10

1,090,000,000

10,900,000,000

781,266,164

7,812,661,640

Exercise of employee
stock option in
exchange of new
shares:  NT$120,895
thousand

None

None

2005.08

10

1,090,000,000

10,900,000,000

907,897,897

9,078,978,970

Recapitalized by
NT$1,266,317
thousand from
earnings

None

None

2005.10

10

1,090,000,000

10,900,000,000

912,958,739

9,129,587,390

Exercise of employee
stock option in
exchange of new
shares: NT$48,195
thousand

Overseas convertible)
bond: NT$2,413
thousand

None

None

2006.01

10

1,090,000,000

10,900,000,000

915,401,740

9,154,017,400

Exercise of employee
stock option in
exchange of new
shares: NT$14,535
thousand

Overseas convertible|
bond: NT$9,895
thousand

None

None

2006.04

10

1,090,000,000

10,900,000,000

955,024,900

9,550,249,000

Exercise of employee
stock option in
exchange of new
shares: NT$10,205

None

None
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thousand
Overseas convertible)
bond: NT$386,027
thousand

2006.07

10

1,300,000,000

13,000,000,000

986,793,076

9,867,930,760

Change of authorized
capital stock;

Exercise of employee
stock option in
exchange of new
shares: NT$29,640
thousand

Overseas convertible)
bond: NT$288,042
thousand

None

None

2006.08

10

1,300,000,000

13,000,000,000

1,010,099,813

10,100,998,130

Exercise of employee
stock option in
exchange of new
shares: NT$6,085
thousand
Overseas
bond:

thousand

convertible
NT$226,982

None

None

2006.08

10

1,300,000,000

13,000,000,000

1,089,670,967

10,896,709,670

Recapitalized by
NT$795,712 thousand
from earnings

None

None

2006.10

10

1,300,000,000

13,000,000,000

1,090,079,967

10,900,799,670

Exercise of employee
stock option in
exchange of new
shares: NT$4,090
thousand

None

None

2007.01

10

1,300,000,000

13,000,000,000

1,090,543,467

10,905,434,670

Exercise of employee
stock option in
exchange of new
shares: NT$4,635
thousand

None

None

2007.04

10

1,300,000,000

13,000,000,000

1,091,078,967

10,910,789,670

Exercise of employee
stock option in
exchange of new
shares: NT$5,355
thousand

None

None

2007.07

10

1,300,000,000

13,000,000,000

1,091,594,467

10,915,944,670

Exercise of employee
stock option in
exchange of new
shares: NT$5,155
thousand

None

None

2007.08

10

1,500,000,000

15,000,000,000

1,214,696,675

12,146,966,750

Change of authorized
capital stock;
Recapitalized by
NT$1,231,022
thousand
earnings

from

None

None

2008.01

10

1,500,000,000

15,000,000,000

1,214,706,675

12,147,066,750

Exercise of employee
stock option in
exchange of new
shares: NT$100
thousand

None

None

2008.04

10

1,500,000,000

15,000,000,000

1,215,037,175

12,150,371,750

Exercise of employee
stock option in
exchange of new
shares: NT$3,305
thousand

None

None

2008.07

10

1,500,000,000

15,000,000,000

1,215,154,175

12,151,541,750

Exercise of employee
stock option in
exchange of new
shares: NT$1,170
thousand

None

None

2008.08

10

1,500,000,000

15,000,000,000

1,280,854,009

12,808,540,090

Recapitalized by
NT$656,998 thousand
from earnings

None

None

2009.03

10

1,500,000,000

15,000,000,000

1,256,675,009

12,566,750,090

Capital decrease by
NT$241,790 thousand
upon cancellation of
treasury stock

None

None

2009.08

10

1,500,000,000

15,000,000,000

1,259,735,576

12,597,355,760

Recapitalized by
NT$30,606 thousand

None

None
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from earnings

2009.12

10

1,500,000,000

15,000,000,000

1,247,287,576

12,472,875,760

Capital decrease by
NT$124,480 thousand
upon cancellation of
treasury stock

None

None

2010.05

10

1,500,000,000

15,000,000,000

1,237,287,576

12,372,875,760

Capital decrease by
NT$100,000 thousand
upon cancellation of
treasury stock

None

None

2010.12

10

1,500,000,000

15,000,000,000

1,224,410,576

12,244,105,760

Capital  decrease by
NT$128,770 thousand
upon cancellation of
treasury stock

None

None

2011.01

10

1,500,000,000

15,000,000,000

1,245,037,914

12,450,379,140

Capital  decrease by
NT$100,000 thousand
upon cancellation of
treasury stock
Overseas convertible|
bond: NT$306,273
thousand

None

None

2011.04

10

1,500,000,000

15,000,000,000

1,272,549,545

12,725,495,450

Capital decrease by
NT$100,000 thousand
upon cancellation of
treasury stock
Overseas  convertible
bond: NT$375,116
thousand

None

None

2011.07

10

1,500,000,000

15,000,000,000

1,274,814,783

12,748,147,830

Overseas convertible)
bond: NT$22,652
thousand

None

None

2011.12

10

1,500,000,000

15,000,000,000

1,224,888,354

12,248,883,540

Capital decrease by
NT$500,000 thousand
upon cancellation of
treasury stock;
Overseas convertible|
bond

NT$736 thousand

None

None

2012.04

10

1,500,000,000

15,000,000,000

1,197,544,282

11,975,442,820

Capital decrease by
NT$300,000 thousand
upon cancellation of
treasury stock;
Overseas convertible|
bond: NT$26,559
thousand

None

None

2012.07

10

1,500,000,000

15,000,000,000

1,170,241,900

11,702,419,000

Capital decrease by
NT$300,000 thousand
upon cancellation of
treasury stock;
Overseas convertible)
bond: NT$26,976
thousand

None

None

2012.10

10

1,500,000,000

15,000,000,000

1,186,889,400

11,868,894,000

New restricted
employee shares:
NT$30,000 thousand;
Overseas convertible)
bond: NT$136,475
thousand

None

None

2013.01

10

1,500,000,000

15,000,000,000

1,190,751,900

11,907,519,000

Overseas convertible)
bond: NT$38,625
thousand

None

None

2013.04

10

1,500,000,000

15,000,000,000

1,190,671,900

11,906,719,000

Cancellation of new
restricted  employee
shares: NT$800
thousand

None

None

2013.05

10

1,500,000,000

15,000,000,000

1,192,671,900

11,926,719,000

New restricted
employee shares:
NT$20,000 thousand

None

None

2013.05

10

1,500,000,000

15,000,000,000

1,192,631,900

11,926,319,000

Cancdllation of new
restrictced  employee
shares: NT$400
thousand

None

None

2013.08

10

1,500,000,000

15,000,000,000

1,192,536,900

11,925,369,000

Cancellation of new

None

None
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restricted  employee

shares: NT$950
thousand
2014.03 10| 1,500,000,000 15,000,000,000|1,192,442,400 11,924,424,000(Cancellation of new| None None
restrictced  employee
shares: NT$945
thousand
2014.07 10 1,500,000,000| 15,000,000,000| 1,192,318,400| 11,923,184,000|Cancellation of new| None None
restricted  employee
shares: NT$1,240
thousand
2015.03 10| 1,500,000,000 15,000,000,000| 1,192,303,400 11,923,034,000(Cancellation of new| None None
restrictced  employee
shares: NT$150
thousand
2015.05 10{ 1,500,000,000| 15,000,000,000| 1,192,294,400| 11,922,944,000|Cancellation of new| None None
restrictced  employee
shares: NT$90
thousand
2015.11 10| 1,500,000,000 15,000,000,000| 1,162,294,400| 11,622,944,000(Capital decrease by| None None
NT$300,000 thousand
upon cancellation of
treasury stock
2016.10 10| 1,500,000,000 15,000,000,000|1,167,483,269| 11,674,832,690|Overseas convertiblel None None
bond: NT$51,889
thousand
2017.03 10| 1,500,000,000 15,000,000,000|1,171,173,138| 11,711,731,380|Overseas convertible] None None
bond: NT$36,899
thousand
2017.07 10{ 1,500,000,000| 15,000,000,000|1,173,709,921| 11,737,099,210|Overseas convertiblel None None
bond: NT$25,368
thousand
2017.10 10{ 1,500,000,000| 15,000,000,000| 1,206,542,676| 12,065,426,760|Overseas convertiblel None None
bond: NT$328,328
thousand
2018.01 10{ 1,500,000,000| 15,000,000,000| 1,220,238,284| 12,202,382,840|Overseas convertiblel None None
bond: NT$136,956
thousand
2018.04 10{ 1,500,000,000| 15,000,000,000|1,221,277,681| 12,212,776,810|Overseas convertiblel None None
bond: NT$10,39%4
thousand
2018.05 10{ 1,500,000,000| 15,000,000,000| 1,222,745,065| 12,227,450,650|Overseas convertiblel None None
bond: NT$14,674
thousand
1. Registration of incorporation: The capital was NT$7 million at the time of incorporation.
2. Capital increasein cash: Authorized capital stock NT$9.5 million and paid-in capital NT$9.5 million.
3. Capital increase in cash: (83) Jian-San-Bing-Zi No. 340845, authorized capital stock NT$20.5 million and
paid-in capital NT$20.5 million.
4. Capita increase in cash: (84) Jan-San-Ren-Zi No. 487475, authorized capital stock NT$30 million and
paid-in capital NT$30 million.
5. Capita increase in cash: (85) Jian-San-Jia-Zi No. 226939, authorized capital stock NT$50 million and paid-in
capital NT$50 million.
6. Capita increase in cash: (86) Jian-San-Ding-Zi No. 162044, authorized capital stock NT$90 million and
paid-in capital NT$90 million.
7. Capita increase in cash: Jing (86)-Shang-Zi No. 120076, authorized capital stock NT$350 million and paid-in
capital NT$170 million.
8. Capital increase in cash: Jing (87)-Shang-Zi No. 130077, authorized capital stock NT$350 million and paid-in
capital NT$350 million.
9. Capitd increase in cash and recapitalization from earnings: Jing-Shou-Shang-Zi No. 087123302, authorized
capital stock NT$800 million and paid-in capital NT$549.75 million.
10. Recapitalization from capital surplus: Jing-Shou-Shang-Zi No. 087128734, authorized capital stock NT$800
million and paid-in capital NT$650 million.
11. Capital increase in cash: Jing-Shou-Shang-Zi No. 087142402, authorized capital stock NT$800 million and
paid-in capital NT$700 million.
12. Capital increase in cash and recapitalization from earnings and capital surplus: Jing-Shou-Shang-Zi No.
088127133, authorized capital stock NT$1.5 billion and paid-in capital NT$993.75 million.
13. Capital increase in cash: Jing-Shou-Shang-Zi No. 088143309, authorized capital stock NT$1.5 hillion and
paid-in capital NT$1.24375 billion.
14. Capital increase in cash and recapitalization from earnings and capital surplus. Jing-Shou-Shang-Zi No.
089122231, authorized capital stock NT$5.6 billion and paid-in capital NT$2.63225446 billion.
15. Recapitdization from earnings and capital surplus: Jing-Shou-Shang-Zi No. 09001276850, authorized capital
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16.
17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31

32.

33.

35.

36.

37.

38.

39.

40.

41.

42.

43.

45,

46.

47.

48.

49.

stock NT$7 hillion and paid-in capital NT$4.36672214 billion.
Upgraded the authorized capital stock to NT$8.7 billion.

Jing-Shou-Shang-Zi No. 09101278670, authorized
NT$4.47879749 billion.

Jing-Shou-Shang-Zi No. 09101442750, authorized
NT$4.52591205 hillion.

Jing-Shou-Shang-Zi No. 09201018710, authorized
NT$4.52876747 billion.

Private placement securities: Jing-Shou-Shang-Zi No.
and paid-in capital NT$5.56871604 billion.
Jing-Shou-Shang-Zi No. 09201322980, authorized
NT$5.79303374 billion.

Jing-Shou-Shang-Zi No. 09301007670, authorized
NT$6.87905995 billion.

Jing-Shou-Shang-Zi No. 09301060440, authorized
NT$6.99942564 billion.

Jing-Shou-Shang-Zi No. 09301156810, authorized
NT$7.54955164 billion.

Jing-Shou-Shang-Zi No. 09301201590, authorized
NT$7.67839164 billion.

Jing-Shou-Shang-Zi No. 09401003210, authorized
NT$7.68405664 billion.

Jing-Shou-Shang-Zi No. 09401060170, authorized
NT$7.69176664 billion.

Jing-Shou-Shang-Zi No. 09401136480, authorized
NT$7.81266164 billion.

Jing-Shou-Shang-Zi No. 09401161000, authorized
NT$9.07897897 billion.

Jing-Shou-Shang-Zi No. 09401204350, authorized
NT$9.12958739 hillion.

Jing-Shou-Shang-Zi No. 09501007380, authorized
NT$9.1540174 hillion.

Jing-Shou-Shang-Zi No. 09501077070, authorized
NT$9.550249 hillion.

Jing-Shou-Shang-Zi No. 09501160380, authorized
NT$9.86793076 billion.

. Jing-Shou-Shang-Zi No. 09501163350, authorized

NT$10.10099813 hillion.
Jing-Shou-Shang-Zi No. 09501191840, authorized
NT$10.89670967 billion.
Jing-Shou-Shang-Zi No. 09501232620, authorized
NT$10.90079967 billion.
Jing-Shou-Shang-Zi No. 09601019120, authorized
NT$10.90543467 hillion.
Jing-Shou-Shang-Zi No. 09601078430, authorized
NT$10.91078967 hillion.
Jing-Shou-Shang-Zi No. 09601177990, authorized
NT$10.91594467 billion.
Jing-Shou-Shang-Zi No. 09601199070, authorized
NT$12.14696675 hillion.
Jing-Shou-Shang-Zi No. 09701009440, authorized
NT$12.14706675 hillion.
Jing-Shou-Shang-Zi No. 09701089030, authorized
NT$12.15037175 hillion.
Jing-Shou-Shang-Zi No. 09701175060, authorized
NT$12.15154175 hillion.

. Jing-Shou-Shang-Zi  No. 09701200320, authorized

NT$12.80854009 hillion.
Jing-Shou-Shang-Zi No. 09801061510, authorized
NT$12.56675009 hillion.
Jing-Shou-Shang-Zi No. 09801180250, authorized
NT$12.59735576 billion.
Jing-Shou-Shang-Zi No. 09801280260, authorized
NT$12.47287576 hillion.
Jing-Shou-Shang-Zi No. 09901106450, authorized
NT$12.37287576 hillion.
Jing-Shou-Shang-Zi No. 09901275210, authorized

capital
capital

capital

stock NT$8.7 hillion

stock NT$8.7 billion

stock NT$8.7 billion

and paid-in capita

and paid-in capita

and paid-in capita

09201121500, authorized capital stock NT$8.7 billion

capital stock NT$8.7 hillion

capital stock NT$8.7 hillion

capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital
capital

capital
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billion

billion
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billion

billion

billion

billion

billion

billion

billion

billion

billion

billion

billion

billion

billion

billion

billion

billion

billion

billion
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50.
51.
52.

53.

55.
56.
57.
58.
59.
60.
61.
62.

63.

65.
66.
67.
68.
69.
70.
71.
72.

73.

NT$12.24410576 billion.

Jing-Shou-Shang-Zi  No.

NT$12.45037914 billion.

Jing-Shou-Shang-Zi  No.

NT$12.72549545 billion.

Jing-Shou-Shang-Zi  No.

NT$12.74814783 billion.

Jing-Shou-Shang-Zi  No.

NT$12.24888354 hillion.

. Jing-Shou-Shang-Zi  No.

NT$11.97544282 billion.

Jing-Shou-Shang-Zi  No.

NT$11.702419 billion.

Jing-Shou-Shang-Zi  No.

NT$11.868894 hillion.

Jing-Shou-Shang-Zi  No.

NT$11.907519 hillion.

Jing-Shou-Shang-Zi  No.

NT$11.906719 hillion.

Jing-Shou-Shang-Zi  No.

NT$11.926719 billion.

Jing-Shou-Shang-Zi  No.

NT$11.926319 hillion.

Jing-Shou-Shang-Zi  No.

NT$11.925369 hillion.

Jing-Shou-Shang-Zi  No.

NT$11.924424 billion.

Jing-Shou-Shang-Zi  No.

NT$11.923184 hillion.

. Jing-Shou-Shang-Zi  No.

NT$11.923034 hillion.

Jing-Shou-Shang-Zi  No.

NT$11.922944 hillion.

Jing-Shou-Shang-Zi  No.

NT$11.622944 billion.

Jing-Shou-Shang-Zi  No.

NT$11.67483269 billion.

Jing-Shou-Shang-Zi  No.

NT$11.71173138 hillion.

Jing-Shou-Shang-Zi  No.

NT$11.73709921 billion.

Jing-Shou-Shang-Zi  No.

NT$12.06542676 hillion.

Jing-Shou-Shang-Zi  No.

NT$12.20238284 hillion.

Jing-Shou-Shang-Zi  No.

NT$12.21277681 hillion.

Jing-Shou-Shang-Zi  No.

NT$12.22745065 billion.

10001010550,
10001070130,
10001157030,
10001286450,
10101055590,
10101144030,
10101203850,
10201002850,
10201055970,
10201077850,
10201089780,
10201167530,
10301074130,
10301139200,
10401047430,
10401086750,
10401239940,
10501243690,
10601033520,
10601091290,
10601144700,
10701004040,
10701034600,

10701053680,
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2022.05.01 / Unit: share

Authorized capital stock

common stock

Typesof shres Outstanding Unissued shares Total Remarks
shares
Including 30
Registered mill i_on shares
1,222,745,065 277,254,935 1,500,000,000 availablefor

employee stock

option certificates

Information relevant to the aggregate reporting policy: None.

(1) Shareholder structure

Sharehol der _Foreign
structure| Government | Financid Other - msh;uﬂ_or_ms
. L o Individuals|and juristic Tota
. institutions |institutions|institutions
Quantity (corporate)
persons
Persons 7 51 260 90,718 400 91,436
Shares held 60,172,050 |212,780,273|116,024,635(432,525,649|401,242,458( 1,222,745,065
Shareholding 4.92 17.40 9.49 35.37 32.82 100
ratio (%)
(I'11) Distribution of equity
1. Common stock
Shareholding category slh\l:r?r?cjr dgs Shares held Shareholding ratio (%)
1to 999 30,103 3,143,598 0.26
1,000to 5,000 48,559 99,234,447 8.12
5,001 to 10,000 6,845 54,972,086 450
10,001 to 15,000 1,940 24,660,079 2.02
15,001 to 20,000 1,297 24,151,385 1.98
20,001 to 30,000 982 25,197,303 2.06
30,001 to 40,000 444 15,921,645 1.30
40,001 to 50,000 266 12,481,391 1.02
50,001 to 100,000 477 34,448,537 2.82
100,001 to 200,000 205 28,943,874 2.37
200,001 to 400,000 104 28,742,386 2.35
400,001 to 600,000 45 21,957,955 1.80
600,001 to 800,000 24 16,726,002 1.37
800,001to 1,000,000 17 15,482,795 1.27
Over 1,000,001 128 816,681,582 66.79
Total 91,436 1,222,745,065 100

Note 1: Calculated based on the outstanding common stock on the date of suspension of stock transfer by the
genera shareholders’ meeting.
Note 2: Denomination of each share is NT$10.

2. The Company has not issued any preferred shares.
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(V) Magjor Shareholders

List of shareholders with a stake of 5% or greater, or of the top ten

Type of Shareholding ratio

Major Shareholders PO snaresheld o)
Yuanta Taiwan High Dividend Fund 59,878,361 490
Yann Yuan Investment Co., Ltd. 52,600,000 4.30
Fubon Life Insurance Co., Ltd. 48,092,000 3.93
Chin-Kung Lee 34,000,941 2.78
ChinaLife Insurance Co., Ltd. 29,071,000 2.38
New Labor Pension Fund 28,748,000 2.35
United Microel ectronics Corporation 23,157,696 1.89
Stichting Depositary APG Emerging Markets Equity Pool 21,875,000 1.79
Mitsubishi UFJ Morgan Stanley Securities Co.,Ltd.-

Equity Trading Divig on (Prope?i/etary Trading Desk) 21,682,000 L
Chunghwa Post Co., Ltd 17,851,000 1.46
Totd 336,955,998 27.56

Note 1: Calculated based on the outstanding common stock on the date of suspension of stock

transfer by the general shareholders’ meeting.
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(V) Share prices for the past 2 fiscal years, together with the company’s

net worth per share, earnings per share and dividends per share

Unit: NTD
Year
2020 2021 20,32 asl‘Jf

Item &y
: Highest 39.90 52.00 47.75
M F":‘Qr‘esltg;ce Lowest 28.40 34.50 39.10
Average 33.75 42.30 43.92
Net worth Before distribution 23.98 27.96 -
per share After distribution 21.98 (Note 1) -

Weighted average number of
shares (1,000 shares) 1,222,745 1,222,745 -
(After retrospection)
EPS Before adj u'stment 297 423 i
(retroactive)
EPS :
After adjustment 297 (Note 1) i
(retroactive) '
Cash dividend 2.00 | 3.00(Notel) -
Dividends | Stock (;) Lt’to‘?faf’;;rt‘.' nos - - -
per share | dividends Lt OF addit - - -
paid-in capital

Accumulated, unpaid dividends - - -
P/E ratio (Note 2) 11.25 10.02 -
ROI analysis P/D ratio (Note 3) 16.70 14.13 -
Cash dividend yield (Note 4) 0.060 0.071 -

Note 1: To be resolved during the general shareholders' meeting 2022.
Note 2: P/E ratio = Average closing price per share for the current year/Earnings per share.

Note 3: P/D ratio = Average closing price per share for the current year/Cash dividend per share.
Note 4: Cash dividend yield = Cash dividend per share/Average closing price per share for the current

year.
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(VI) Dividend policy and implementation

1. Thedividend policy defined by the Articles of Incorporation:

From the profit earned by the Company as shown through the
final account, if any, the sum to pay tax and make good previous | 0ss,
if any, shall be first set aside, and then 10% for legal reserve and then
the sum for specia reserve for provision or reversa to meet the
Company’ s operating needs and as required by laws. The final balance,
if any, added with unappropriated retained earnings accumulated in
previous year(s), shall be duly distributed at the percentages as
proposed by the board of directors and resolved in the shareholders
meeting.

The Company’s dividend policy shall be conditioned by the
investment environment, capital needs, domestic and international
competition, and capital budgeting of the Company at the present
moment and in the future. Shareholders’ interest, balance of dividend
payment and long-term financial planning of the Company shall also
be taken into consideration by the board of directors when the board
proposes the motion for allocation of stock dividends annually as
required by law and presents the same before the genera meeting of
shareholders for ratification. The Company is currently in the growth
stage of its life cycle and is still in need of capital for expansion and
investment in the future. The cash dividend allocated to shareholders
in the current year shall be no less than 20% of the total dividends to
the shareholders for the year.

2. Distribution of dividend proposed in the current shareholders
meeting:
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Unit: NTD

Projected
Item Amount dividend yield

Unallocated earnings — beginning 5,784,759,074
Add: Net profit after tax 5,175,046,071
Less: Confirmed actuaria gain/loss of (53,368,800)

welfare
Less: Disposal of equity instrument at fair

value through other comprehensive (326,124,544)

income
The amount of net profit after tax for the
period and the amount adjusted to the 4,795,552,727
current year’s undistributed earnings
Less: Provision of 10% legal reserve (479,555,273)
Allocable earnings 10,100,756,528
Scope of alocation
Dividends to shareholders — cash 3,668,235,195 | NT$3 per share
Total alocation 3,668,235,195
Unallocated earnings — ending 6,432,521,333

Note: 1. According to the Company’s distribution policy, the alocable earnings for 2021 shall be
alocated as the first priority. The deficit, if any, shall be alocated from the allocable
earnings accumul ated for the previous year' s according to the first-in first-out policy in the
order of the yearsin which the earnings were generated chronically.

2. The digtribution yield is calculated based on the outstanding common stock totaling
1,222,745,065 shares when the board of directors' meeting was held.

3. The cash dividend shall be rounded to the whole dollar amount according to the allocation
rate. The total of the odd lots less than NT$1 included in the distribution shall be
transferred to the employees' welfare committee.

4. Should the Company encounter a change of share capital that changes the number of
outstanding shares on a later date, the board of directors shall be fully authorized to make
the necessary adjustments to the percentage of cash dividends allocated to shareholders.

5. The base date for alocation of cash dividends and matters thereto shall be set by the board
of directors with authorization upon resol ution by the general shareholders’ meeting.

3. Expected change in dividend policy: None.

(VI1) Impacts of proposed stock dividends on the Company’s business

performance and earnings per share: N/A.

(VI11) Employee and directors’ remuner ation
1. The percentage or range of remuneration to employees and directors
specified in the Company’s Charter:
Subject to the profit sought for the current year, the Company shall
allocate 8%—10% of the profit as the remuneration to employees, and
no more than 1% thereof as the remuneration to directors. However,

profits must first be taken to offset against cumulative lossesif any.
2. The basis for estimating the amount of employee and director
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remuneration shall take into account the number of shares to be
distributed as stock bonuses, and the accounting treatment of any
discrepancy between the actual distributed amount and the estimated
figure for the current period:

The profit sought by the Company in 2021 totaled NT$7,116,696,402
(namely, the earnings before tax less the remuneration to employees
and directors). 8% thereof was alocated as the remuneration to
employees in cash, i.e. NT$569,335,713, and 0.8% thereof as the
remuneration to directors, i.e. NT$56,933,571. There was no difference
from the estimated amount for 2021.

3. Board of directors passed remuneration distribution:

(1) Remuneration to employeed/directors in cash or shares. Any
discrepancy between the annual recognized distributed amount and
figure, the difference, reason and response should be disclosed: The
2021 remuneration to employees and directors resolved on the board
meeting held on March 4, 2022 was NT$569,335,713 and to
NT$56,933,571, respectively. There is no discrepancy with the 2021
estimates.

(2) Proposed distribution of remuneration to employees in the form of
stock bonus as a percentage to net profit after tax plus remuneration
to employees in the entity or individual financial statement for the
current period: N/A.

4. The actua distribution of remuneration to employees and directors for

the previous fiscal year (with an indication of the number of shares,
monetary amount, and stock price, of the shares distributed), and, if
there is any discrepancy between the actual distribution and the
estimated remuneration to employees and directors, additionally the
discrepancy, cause, and how it is treated:
The 2019 remuneration to employees and directors resolved on the
board meeting held on March 12, 2021 was NT$382,117,867 and to
NT$38,211,786, respectively. There is no discrepancy with the 2020
estimates.

(1X) Repurchase of the Company’s shares: None.

II. Instance of corporate bonds. None.

[11. Instance of preference shares. None

V. I'ssuance of Overseas Depository Receipts. None.

V. Information about new restricted employee shares: None.

VI. Status of New Shares | ssuance in Connection with Mergers and
Acquisitions. None.

VII.Implementation of Capital Utilization Plan: None.
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Five. Overview of Operations

Business Contents

Q)

Scope of business
1. Mgor lines of business: Design, manufacturing, test, accessories,

processing, packaging and sale of various integrated circuits,
manufacturing, processing and sale of various burn-in machines and
spare parts thereof, and import and export of said products.

. Weight of business lines: The Company was officially incorporated

in May 1987 and primarily engaged in grinding, cutting, wire
bonding and packaging of IC at the very beginning. Since 1996, the
Company has successively added the testing services for various
types of integrated circuits. Meanwhile, the Company invested
funds to incorporate King Long Technology (Suzhou) Ltd. in 2002,
and has aso invested in Suzhou Zhen Kun Technology Ltd. since
2009, primarily in order to increase its package and test services for
various integrated circuitsin the territories of mainland China.

The consolidated company’s proportion of import/export

for the most recent five yearsis stated as follows:

In 2017, the proportion of import/export was 34.94% and

65.06% respectively.

In 2018, the proportion of import/export was 35.89% and

64.11% respectively.

In 2019, the proportion of import/export was 34.48% and

65.52% respectively.

In 2020, the proportion of import/export was 39.32% and

60.68% respectively.

In 2021, the proportion of import/export was 48.13% and

51.87% respectively.

Primary products/services and proportion of businessin 2021
Unit: NTD thousand

Product line Operating revenue | Proportion of business
(%0)
Wafer test service 11,954,015 3541
Integrated circuits test 15,797,053 46.79
service
Others 6,008,321 17.80
Total 33,759,389 100.00

3. The Company’s current primary products (services)

Wafer grinding and dicing, test and package services (Logic,
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Memory, and mixed signals), Burn-in test and Turnkey Service.

4. New products (services) under development
Wireless network IC test and package services, integrated IC test
and package services, and power management I1C test and package
Services.
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(1) Industry Overview
1. Industry status and devel opment

According to the questionnaire results of TSIA, ITRI's IEK
statistics showed that the output value of Taiwan's entire IC industry
amounted to NT$1,106 billion (US$39.5bn) in Q4 of 2021 (21Q4)
(including 1C design, IC manufacturing, IC package and IC test),
representing a growth of 1.9% from the previous quarter (21Q3) and a
growth of 25.4% from the same period in last year (20Q4). The output
value of the IC design industry amounted to NT$317.5 billion
(US$11.3bn), down 3.8% from the previous quarter (21Q3) and up
28.5% from the same period in 2020 (20Q4); the output value of the
IC manufacturing industry amounted to NT$613.5 billion
(US$21.9bn), up 4.5% from the previous quarter (21Q3) and 24.4%
from the same period in 2020 (20Q4), including that of the foundry
amounting to NT$504.1 billion (US$19.3bn), up 6.3% from the
previous quarter (21Q3) and 23.6% from the same period in 2020
(20Q4); the memory and other products amounted to NT$73.4 billion
(US$2.6bn), down 6.9% from the previous quarter (21Q3) and up
30.4% from the same period in 2020 (20Q4); the output value of the
IC package industry amounted to NT$120 billion (US$4.3bn), up
4.3% from the previous quarter (21Q3) and up 22.4% from the same
period in 2020 (20Q4); the output value of the IC test industry
amounted to NT$55 billion (US$2.0bn), up 3.8% from the previous
quarter (21Q3) and up 26.4% from the same period in 2020 (20Q4).
The exchange rate of NTD against USD was 1:28.0. The test industry
is identified as a capital-intensive advanced high-tech industry with
considerable barriers to entry. Recently, the constant evolution of 1C
process and increasingly complicated functions have made the IC test
become more and more important. Notwithstanding, due to the
increasing capital expenditure, more and more leading IDMs and
foundries have given up expansion of the back-end production
capacity and contracted the IC test services to others. As aresult, the
professional test industry was booming.

For the IC package and test industry in 2022 the overall booming
economy was due to gradual stabilization of the vaccine coverage and
the COVID-19 outbreak, coupled with sales recovery of electronic
terminal products. Taiwan has the world’s most advanced package and
test and chip heterogeneous integration package and test technology
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which meet the demands of high integration and high-performance
chips for global electronic terminal products. Taiwan's output value in
the package and test industry is estimated at NT$695 billion in 2022,
growth of 8.9% compared to that in 2021.

2. Association between upstream, midstream, and downstream

industry participants
Upstream IC design companies, foundries, and IDMs
industry
Midstream Testing equipment factories, package and test
industry factories, and parts manufacturers
Downstream IC resdllers, IC design companies, and IDMs
industry

3. Development trends and degree of competition for our products

The global semiconductor manufacturers moved their production
bases to the territories of Asia in order to cut production costs. The
domestic IC industry owns a complete and dynamic vertica
divison-of-labor system and, therefore, is recognized for its
technology, quality and delivery period. Given the increasing
proportion of foundries carried out by IDMs and |C design companies
in Taiwan and the multiple domestic and foreign wafer fabs that are
going to be put into production, there should be few demands for
commissioning domestic manufacturers to engage in the back-end test
service, in consideration of the cost, delivery period and maintenance
of core competitiveness.

According to the MIC report, the globa top ten suppliers in the
package and test industry by the scale of operating revenue in 2021
were ASE, Amkor, Changjiang Electronics Technology Co. Ltd.,
Powertech Technology Inc., Tongfu Microeectronics Co., Ltd.,
Huatian Technology Co., Ltd.,, King Yuan Electronics Co., Ltd.
(KYEC), ChipMOS TECHNOLOGIES INC, Chipbond Technology
Corporation and Sigurd.

The Company owns complete testing machines, which afford to
provide such comprehensive IC test services as logic IC, mixed signal
IC, memory IC, wireless network, driver IC and integrated IC, and IC
burn-in test. Meanwhile, the Company aso provides the integrated
services including wafer grinding and dicing and reeling & packaging
to meet the customers need for one-stop purchase and to win the
competitive niche for the Company’s customers.
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(111 Technology and R& D overview
1. R&D expenses during the most recent year and up to the date of

publication of thisannual report:
Unit: NTD thousand

Item/Year 2022 as of March 31 2021
R& D expenditure 309,378 1,202,520
Net operating revenue 8,983,837 33,759,389
To operating revenue 3.44 3.56
(%)

Note: The information is a self-closing figure of the consolidated information as of

March 31, 2022.
2. Successfully developed technology or product during the most

recent year and up to the date of publication of thisannual report

(1) AMR (Autonomous Mobile Robot) used for wafer (chip)
delivery

(2) High and low temperature test module with carrier transfer
mechanism

(3) Bi-directional tray transfer module

(4) Bowl feeder - flexible feeding system

(5) Burnin socket water cooling system

(6) Burnin socket automatic cap opening mechanism

(7) Develop High Power Burn In Oven & Burn In Board.

(8) Develop E-serial new generation logical tester.

(9) Develop I-seria new generation CIS tester.

(10) Develop D-seria new generation Driver tester.

(11) Develop MEM S Magnetic device wafer probing test solution and
final test system.

(12) Develop MEMS Pressure/Gyro/TPM S device test solution and
system.

(13) Build up design vertical probe card for probing fine pitch
bumping wafer testing.

(14) Develop CP contact technical and burn needle study.

(15) Develop H/W test interface with micro coaxial cable solution.

(16) Develop VCPC for Fine Pitch< 50um and High
Speed>56Ghbps (success verify).

(17) During 2019-2021 develop 401 case of difference design type of
test board and released to production 10,250 pcs of KYEC
developing test board on our testing production line.
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(V)

L ong- and short-term business development plans

Short-term business development plan: We intend to expand current
market share, fully utilize the test platform’s conversion technology,
upgrade the production efficiency of the testing machines, cut the
production cost, and expand the production capacity to perfectly provide
the production capacity to the existing product lines customers,
including Memory, Logic, RF/Base Band, LCD Driver, Mixed-Signal
and Image Sensor, etc.

Long-term business development plan: To be in line with the
expansion of awide range of applicationsin the 5G era, the Company is
dedicated to developing the test services for areas such as automotive,
IOT, Al and HPC, to support mid-range and high-end panels, various
hand-held or fixed sensors and wireless access points to such emerging
markets as PC, NB, phone, access port, home digitalization, automotive
electronics and high-speed computing servers. In the future, the
Company will still keep investing in R&D of KGD and high-frequency
test solutions. The Company will also develop its standard interface for
tests to create its own competitive strength.

An Overview of Market and Sales

(1) Market analysis
Territories where main products (services) are sold (provided)

Unit: NTD thousand

Year 2021 2020
Area Domestic sales Export sales Domestic sales Export sales
Sales value of
primary products Value Value Value Value
Wafer test 5,311,630 6,642,385 4,031,282 5,749,517
Integrated circuits
test 7,764,356 8,032,697 4,685,955 9,764,125
Others 3,173,853 2,834,468 2,669,702 2,058,723
Total 16,249,839 17,509,550 11,386,939 17,572,365
Market share

The Company’s consolidated operating revenue amounted to
NT$33.759 billion in 2021, representing a growth of 16.6 % from 2020
that topped among peers. The turnover of annual package and test
services generated by it in 2021 ranked 7th place in the same trade in
the world, securing the stable market share.

Future supply and demand in thismarket and growth outlook

Given IDMs contracting their back-end needs to others
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successively and the increasing proportion of foundries carried out by
domestic/foreign IC design companies in Taiwan, the demand for
package and test services has been increasing day by day.
Notwithstanding, in consideration of the cost, delivery period and quality,
their production bases have been moved to the territories of Asia. The
domestic IC industry owns a complete and dynamic vertical
division-of-labor system and, therefore, is recognized for its technology,
quality and delivery period. Given this, it is expected to catch this
amazing business opportunity.

According to the latest research reports from domestic/foreign
leading ingtitutions, as boosted by Macroeconomy, wireless
communication solutions and consumable products, the need for
outsourcing production by the global semiconductor market is expected
to increase and thereby drive the development of the IC test service
industry.

Competitive niche and positive factorsfor future development
1. Capital and technigue intensive:

Given the machine and equipment required by the test getting
more and more expensive and at large quantity, the rapid upgrading of
product hierarchy, shortage of domestic R&D talents and management
teams with complete experience, and difficulty in establishing
long-term cooperation relationship trusted by customers, it is not easy
for potential competitors to enter the industry. The Company has been
dedicated to establishing close cooperation relationship with domestic
IC manufacturers and IC design companies actively permanently, and
won the recognition and reliance from customers in its quality and
delivery period.

2. Clear division-of-labor and outsourcing trend in the semiconductor
industry

Under the development trend for professional division of labor in
the semiconductor industry, IDMs have gradualy increased the
proportion of production commissioned to professional OEMSs in
consideration of the operating cost and effect and financial risks. The
domestic IC industry has brought the huge business opportunity to the
IC downstream test service suppliers, when the foundry suppliers
were expanding their international domains and IC design service
suppliers were working hard to cooperate with the international
leading manufacturers. The Company owns complete testing
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machines, which afford providing such comprehensive IC test services
as logic IC, mixed signal IC, memory IC, sensor, wireless network
and integrated I1C, and IC burn-in test. Meanwhile, the Company also
provides the integrated services including wafer grinding and dicing
and reeling & packaging to meet the customers need for one-stop
purchase and to win the competitive niche for the Company’'s
customers.
3. Economies of business scale and range of product line

The entire IC industry’s development emphasizes the upstream
IC design and IC manufacturing capabilities. Meanwhile, the on-site
support by the IC back-end package and test services is aso an
important factor critical to enhancement of the IC industry’s
competitive strength. The depreciation expenses accounted for a high
proportion of the cost in the package and test industry. The
profitability and risk of loss may be decided relying on the product
line portfolio and economies of scale. This may be considered as a
competitive strength. The Company has engaged in the test industry
for many years and, therefore, secured its solid position in the
industry.

Negative factors for the prospects of our development and our

corresponding strategy

1.Merger of competitors or aliance of upstream and downstream
suppliers:

Successive expansion of domestic upstream IC manufacturers
derived the massive demand for the back-end 1C production process.
Meanwhile, given the increasing economic recovery in the
semiconductor industry and increasing proportion of outsourcing by
IDMs, alot of new IC test service providers alied with each other and,
therefore, the competition will become more and more intensive in the
market.

Corresponding Strategy:

(1) Provideintegrated services which enable customers
to receive the complete service for test, Burn-in and
product package by placing one order, thereby
cutting the entire production period.

(2) Establish long-term cooperative relationship with
customers: The Company works hard to establish
the long-term cooperative relationship with
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customers with its strength in quality, speed and
cost, so that its production capacity could be
utilized perfectly and stably.

(3) Strengthen technical capability: Make use of the
Company’s research team to improve the
production process and research and develop new
technology and products to increase the added
value of products.

2. Strong capital demand:

Given the business expansion and expensive price of the new
generation test equipment, IC test service providers have a strong
demand for working capital and funds for investment in machinery
and equipment.

Corresponding strategy: The Company raised consideration working
capital through the Company’s net cash
inflow from operating activities to help the
Company’ s devel opment.

3. More capital investment, more business risk

The annual capital expenditure of the package and test industry
frequently ranges between NT$1 billion and NT$10 billion. The
annual depreciation expenses are tremendous in this industry. Given
the fluctuation of the economy in the semiconductor industry, how to
keep the Company seeking profit and avoiding loss is a critica
business challenge.

Corresponding strategy: Be cautious in investing in machinery and
equipment, purchase mainstream test
equipment, invest in customers with high
growth ability, and strengthen the integration
of effects of test platforms to disperse the
proportion of single customer.
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(1) Main product applications and production processes

1. Important purpose of main products

Main products

Important purpose

Primarily intended to check and test the defects in the

Wafer probe waffle of the wafer before wafer grinding/dicing and
waffle packing.
Wafer After the wafer is ground and diced, the waffle is packed
grinding/wafer  |in the package process.
dicing/waffle
packing
Primarily intended to verify whether such attributes of the
] IC products as function, speed, tolerance, electronic
IC Final test i ) . e .
consumption, electronic emission and heat diffusion
satisfy the relevant standards.
The selection in infant mortality period to promptly
Burn-in remove infant mortality products with manufacturing
defects and ensure product quality.
Help the lead scan & reform of tested IC products and
Lead & k th into the t eel t designated b
ac e same into the tap-on-r rays design
Reform/Backend P . ap. i ¥ g. Y
, customers for convenient shipping and processing, and
Services ] ] ]
also provide the Dropship service.
For the incoming from customers
- e.g. chips, package/test the shipment after grinding and
Packageltest .g. Pps, packag p g g
_ dicing.
shipment

- eg. inthe case of waffle, package/test the shipment after

packing/probing.

2. Production process of main products
A. Wafer probing
Wafer probing refers to a process dedicated to test wafers to
screen accepted and defective goods. The probing result refers to an
important basis for the IC assembly, and may serve as the reference
and evidence for the yield review in the front-end wafer process. The
wafer probing is stated as follows:
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Incoming ! ”Cog" g First Wafer Probe data
; »  Quadity > »| conversion
Receipt Control (1QC) Probe processing
U Probedata | e \ntr Lo Ty T
| conversion : i Sec?ar:((j)k\J/\el afer E ; First Bake e—— Laser Repair i
L _processing_ | e : e e
i . Outgoing
Findl Quality »  PACK » Quality Control »(  Shipment
Check (FQC) (0Q0)

B. Wafer grinding/wafer dicing/waffle packing
The wafer grinding/dicing is primarily intended to grind the
finished IC to a specified thickness, and then dice the same to dies
for the following wire bonding and package. The main process
thereof is stated as follows:

; Incoming
Irl]?ceocgl r][g >  Qudity G\Q/r?(];ie:] » Wafer Dicing
P Control (1QC) 9
Final Quality | ~ .y
Check (FQC) [ Tray AOI  [«——Wiaffle packingi« Wafer AOI
A 4
Outgoing
ooti® >l Quaity [—>| Shipment
wang Control (OQC)

C. IC product testing procedures

The fina test is intended to test the packaged I1C to distinguish
the product quality. The IC passing the test is identified as the
finished goods. The conditions for the final test vary depending on
the functions of various products. The typical final testing is stated as
follows:
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Incoming I nco;wi g Electric
. > Quality »| Product test > .
Receipt Control (IQC) Sampling
A 4
] ] Lead and ]
Bake < Final Quality < Appearance Laser/l?rmt
Check (FQC) Inspection and Stamping
l Reform
T i Outgoing
E Coiling % Packaging > Quality > Shipment
e ! Contral (OQC)
D. Burn-in

Burn-in is intended to test the reliability of IC products and
screen infant mortality ones by accelerated test. The main process

thereof is stated as follows:

Loader test

\ 4

A\ 4

Burn in/test

A

Incoming
Quality > Loader
Control
Scan < Unloader
E. Lead/dropship

Help the lead scan & reform of tested IC products and pack the
same into the tap-on-red trays designated by customers for
convenient shipping and processing, and also provide the Dropship

Burn out

Burn-In

service. The main process thereof is stated as following:

Incoming Incoming Appearance
Receipt > Quaity > Lead > Ingpection
P Control P
Outgoing Trey Final Qualit
Ship/dropship [« Quality |« packeging/TR (e CheckQ(FQCy)
Control (OQC) packaging

F. Package and Test Shipment

The Company’s main package/test products include SIP
(SSD/PATA/SATA), MSD/HSSD/UFD, QFN, TSOP, BGA and
eMMC. Through the overal integrated circuit package and test
services provided by the Company, the customers products may be
applied to such products as information, communication, office
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automation, automotive electronics and consumable electronics
successfully. The main process thereof is stated as following:

Wefer l ncoming Wefer Wafer
. Quiality . > L —
Incoming »| Control (IQC) Grinding Dicing
Waffle Incoming > Waeffle > Waeffle Die Bond
Incoming Quality Control packing Probe
Substrate Incoming .| Surface Mounting
incoming Quality Control |~ | Technology (SMT)
v
Bake after <+«——| Molding Plasma |« WireBond [¢&—— Plasma
mol ded
v S
Laser/Print | L : . : | Product
Stamping —»i Reballing E—P Trim/Form —Vi Burn-In E—V test
________________________ "
Outgoing ) .
. . . P Final Quality | Appearance
Shipment Qual EgQCégntrol Packaging [« Check (FQC) [* Inspection

(111) Supply of main raw materials

The Company is engaged in the technica service industry for the IC
industry and, therefore, there is no such problem about supply of main
raw materials.

(V) A list of any suppliersand clients accounting for 10% or more of the
company’s total procurement (sales) amount in either of the 2 most
recent fiscal years, the amounts bought from (sold to) each, the
percentage of total procurement (sales) accounted for by each, and
an explanation of the reason for increases or decreases in the above

figures
1. Major import suppliersfor the past 2 years: None.

Unit: NTD thousand

2021 2020
e an-:lﬂélhi . |Relationship To thf]st””“a' Relationship
Title Amount with the Name Amount with the
procurement ssuer procurement ssuer
amount (%) amount (%)
Net 1 4209042| 100 - Net 13437614 100 -
purchases purchases
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2. Information about main customers:

Unit: NTD thousand

2021 2020
To the To the
ltem annual net |Relationship annual net | Relationship

Name Amount sdes with the Name Amount sales with the

amount issuer amount i ssuer
(%) (%)
1 | MEDIATEK | S omses2| 15 Note | MEDMATEKT 517702 | 10 Note
INC. INC.
Net sales  |33,759,389 100 - Net sales 28,959,304 100 -

Note:The Company’s Chairman is arelative within 2nd degree of kinship with that company’s chairman.
Explanation of the reason for increase or decrease. Most of the
Company’s main customers remained stable from 2020 to 2021.
Generally, there was no significant difference arising. Most of the
Company’s main customers were renowned semiconductor design
companies and semiconductor manufacturers. The Company aso
maintained the long-term stabl e relationship with the customers.

(V) Production volume and valuein thelatest two years
Quantity: Thousand (pcs)
Unit: NTD thousand

Year 2021 2020
Production volume and Production . Production | Production . Production
value . Quantity : Quantity
Main products capacity value capacity value
Woafer test 9,415 5,287 8,155,773 8,748 4,804 6,745,441
Integrated circuits test 21,072,908 | 11,700,658 12,261,020 17,426,979 9,847,899 11,654,576
Others 5,758,258 3,851,142 5,550,747 3,737,403 2,794,221 4,341,049
Total - - 25,967,540 - - 22,741,066
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(VI) Salesvolume and valuein the last two years

Quantity: Thousand (pcs)
Unit: NTD thousand

Sdes 2021 2020
volumeand| Domestic sales Export sales Domestic sales Export sales
value of

major | Quantity| Vaue | Quantity | Vaue | Quantity | Value | Quantity | Vaue
products
Wafer test 3,347, 5,311,630 1,939 6,642,385 3,053| 4,031,282 1,706| 5,749,517
Integrated | g 716 5461 7,764,356 5,541,645 8,032,697 4,981,084 4,685,955 4,788,108 9,764,125
circuitstest

Others |1,875,224| 3,173,853 1,729,614| 2,834,468| 1,073,468 2,669,702| 1,649,645 2,058,723

Total -1 16,249,839 -1 17,509,550 -| 11,386,939 -1 17,572,365

I nfor mation on Employees

The number of employees employed for the 2 most recent fiscal years, and during
the current fiscal year up to the date of publication of the annual report, their average
years of service, average age, and education levels

2022 as of
Year 2020 2021 April 30
Direct employees 3,103 2,964 2,900
Number of Indirect 4172 4,057 3,991
employees employees
Totd 7,275 7,021 6,891
Average age 34.4 35.0 36.0
Average years of service 6.8 7.5 7.7
Ph. D. 0.04 0.06 0.05
Academic Master's degree 10.31 10.41 10.25
background |, i\ ersity/college 71.20 70.63 70.93
percentage
(%) Senior high 17.53 17.99 17.84
school ' ' '
Less than senior 0.92 0.91 0.89
high school
V. Information on Environmental Protection Expenses

(1

Any losses suffered by the company in the most recent fiscal year
and up to the annual report publication date due to environmental

pollution incidents (including any compensation paid and any

violations of environmental protection laws or regulations found in

environmental

ingpection,

specifying

the disposition dates,

disposition reference numbers, the articles of law violated, and the
content of the dispositions), and disclosing an estimate of possible
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expenses that could be incurred currently and in the future and

measures being or to be taken. If a reasonable estimate cannot be

made, an explanation of the facts of why it cannot be made shall be
provided:

No losses or fines were incurred due to pollution of the environment

that should be borne by the Company.

(1) Measures being taken in the future, including improvement
measures and possible expenditures:

The Company and the subsidiary continued to establish multiple

energy-saving projects in 2021, and the actual expenditure thereof was

about NT$124,410 thousand.

1. The Company and subsidiaries have established the 1SO 50001
(energy management system) and 1SO 14064-1 greenhouse gas
inventory.

2. In 2021, the Company and its subsidiaries recycled approximately
1,189,400 tons of wastewater.

3. The Company and subsidiaries implemented energy-saving projects
in 2021 and a total of 9,322,000 kWh was saved. The benefit
generated therefor amounted to NT$23.715 million.

4. The Company and subsidiaries continued to implement the
energy-saving project in 2022, and about 14.145 million kWh are
expected to be saved.

5. The Company and subsidiaries passed the ISO 14001 for
environmental management, followed the local competent
authorities' policies, and sought recycling methods to mitigate the
burden imposed by the waste on the environment.

V. Employer and employee relationships
(I) Setting forth all employee benefits, continuing education, training,
retirement systems, and the status of their implementation, aswell as
the status of agreements between the labor force and management,
and all measures aimed at preserving the rights and interests of
employees
1. Employee benefits, continuing education, training:

A. Employees Welfare Committee: The Company established the
Employees Welfare Committee on September 2, 1993 to
engage in planning various employees welfare policies.

The Committee provides the following subsidies:
a. Childbirth

b. Gift certificates for three maor festivals (Lunar Chinese
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New Y ear, Dragon Boat Festival and Moon Festival)

Gift certificate for birthday

Merchants

Marriage

Funeral

Injury and sickness

Company dinner party

Budget of socia activities

Periodic organization of various activities and
competitions

Free massage service

Field service of coffee bar

Field service of convenient chain store and preferential
treatment for shopping

B. Other welfare policies

a

Remuneration to employees

Provide the allocation of incentive compensation for
employees subject to their personal performance to share
earnings with all colleagues.

Free periodic health checkup

The Company vaues the employees’ health very much
and arranges the employees to take the free health
checkup periodicaly.

Provide diversified activities

Encourage the colleagues to relax and adjust themselves
physically and mentally besides the routine work through
diversified activity design.

Medical room and free medical consultation with
specialists

Provide colleagues who are away from home with the
employee dormitory (equipped with bed, chair and desk,
closet, air conditioner and Wi-Fi)

Staff restaurant and meal alowance

Reading room, books and magazines, and publications
loan service (regular subscription for multiple
domestic/foreign books, newspapers and magazines, etc.)

Parking lots for cars and motorcycles

Incentives to senior employees (with the seniority of 5

-121-



years and 10 years)
j.  Selection of model employees and reward to the model
employees
k. Subsidiesto budget of department activities
C. Continuing education/training

The Company is used to sparing no efforts to train talents and
develop employees ability. Therefore, the Company believes that
talents should refer to one of the important assets to the Company
and also a critical factor to decide the Company’s competitive
strength and weakness. In order to achieve the goal to train talents,
the Company’s training system combines the Company’s vision,
mission, dstrategy, and core values, and constructs the core
competency and management competency required for the various
job ranks and required courses to be taken by them based on the
anaysis information. The Company’s training system is
categorized into in-house training, off-site training, in-service
training, self-inspiration and so on.

For new employees, the Company establishes the tutorship
system to train and certify their work skills to ensure the quality of
the test operations. For the staff engaged in production and
operation technicians, the skill test should be conducted each year
to ensure improving and correcting work skills. The high-rank
management should tutor and promote the management talents in
person to upgrade the effectiveness of both theoretical and
practical management. Meanwhile, the Company works hard to
promote its core value, build common values and philosophy, and
enhance its performance and foundation of competitiveness.

The training is intended to upgrade the inspiration to the
colleagues in knowledge and technology, and also to shape the
Company’s corporate culture, core values and organizationa
common view. In the future, when facing the changeable
environment, the Company will continue to uphold its
lifelong-learning philosophy to fulfill the purpose for holistic
education.

2. Retirement system and the status of its implementation:
In order to take care of the employees life after retirement,
facilitate the labor—-management relations and improve work
efficiency, the Company established the Supervisory Committee of
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Workers Pension Preparation Fund pursuant to laws. The Committee
shall supervise the deposit and disbursement of the Fund, and provide
pension reserves at 2% of the total monthly salary and deposit the
same at the Bank of Taiwan on a monthly basis pursuant to the
relevant requirements. As of July 1, 2005, the employees who apply
the new system should contribute the pension at 6% of their personal
monthly salary to be deposited at the personal pension account opened
in the Bureau of Labor Insurance.
3. Labor—management agreement

In addition to complying with the Labor Standard Act, the
Company aso sets up the employee’'s message board and opinion
mailbox, and organizes periodic labor—management meeting meetings
and employee symposium, etc. The Company values employees
opinion and appoints dedicated personnel to process the opinion. The
communication channel between the labor and management is so
smooth that the relationship between the labors and management is
considered harmonious.

4. Measures for preserving employees’ interests and rights

The Company treats its employees in good faith and with respect,
stabilizes the employees’ lives and improves the continuing education
and training channels by broadening its welfare system, and
establishes the fair relationship of mutual trust and cooperation with
employees. By aligning with the Company’s policies, the employees
can fully exert the spirit and effectiveness of teamwork, so that the
relationship between the labor force and management is full of

harmony.

(I1) Describe any losses suffered by the company in the most recent fiscal
year and up to the date of publication of the annual report due to
labor disputes (including any violations of the Labor Standards Act
found in labor inspection, specifying the disposition dates, disposition
reference numbers, the articles of law violated, the substance of the
legal violations, and the content of the dispositions), and disclosing an
estimate of possible expenses that could beincurred currently and in
the future and measures being or to be taken. If a reasonable estimate
cannot be made, an explanation of the facts of why it cannot be made
shall be provided: None.
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VI.

Cyber security management
(1) Provides the cyber security risk management framework, Cyber

Security Policy, specific management plans and cyber security
management resour ces invested:

1. Cyber security risk management framework:
We have established an Information Security Task Force, with the senior
vice president of the Administration Center serving as the top supervisor
and the assistant vice president as the chief convener, and each business
divison aso appoints a representative. Regular information security
meetings are held to formulate and review information security
management objectives and policies. Moreover, as a means to implement
information security management, we have established an information
security manager to regularly monitor the promotion of the Information
Security Task Force.

2. Information security policy:
At KYEC, our information security policy is “to build an information
security management system that aligns with the law and meets the needs
of customers; to protect confidential company and customer information;
and raise overal awareness of information security.” We continue to
update and improve various internal information security management
mechanisms, strengthen network security management, system access
control management, system development, maintenance of security
management, information asset security management, while
implementing off-site backup management, access control management
and monitoring. Furthermore, we provide education and training on
security information to our employees through regular interna
information security knowledge promotion so that the awareness of
security information is rooted in every employee.

3. Specific management plans and cyber security management

resources invested :

Security information and network risk evaluation
We have constructed an information security protection network for risk
prevention, further improving and strengthening information security
operations from different aspects.

® Network security:
€ Introduce information security information sharing to get hold
of global information security events and strengthen network
security in atimely manner.
€ Timely update of anti-virus software.
€ Introduce Security Scorecard to monitor and anayze
information security risks and vulnerabilities.
€ Regularly outsource a third-party information security vendor
to conduct penetration testing and vulnerability scanning.
® Endpoint security:
€ Introduce system scanning equipment.
€ Build a new device must complete a full report of the scan
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before the network is alowed online.
€ Plant-wide daily anti-virus monitoring is performed and
machinery and equipment with an abnormality is promptly
handled.
® Employee information security awareness:
€ Employee information security awareness education and
training is carried out each year and the completion rate of
training is 100%.
€ Outsource third-party information security vendors to carry
out social engineering exercises.
€ Promote information security management regulators through
the computers start screen.
® Information security protection:
€ Introduce information leakage protection system and keep
internal  confidential documents safe to prevent threat
ofleakage.
€ Introduce document printing record analysis and tracking to
avoid data leakage.
® Supply chain information security promotion:
€ Prior to entering the plant, a supplier must have their external

devices scanned for virus.

As there are more information security incidents in recent years,
companies have suffered from ransomware attacks, resulting in computer
system and data damage. Aside from strengthening information security
protection, we also carry out ransomware attack simulation exercises. By
doing this we are able to strengthen our responses in the event of an
emergency to ensure that it is able to promote its response capabilities at
critical times and that information system operations are not interrupted.
In the most recent fiscal year and up to the annual report publication
date, losses, possible impacts and countermeasures as a result of
major cyber security incidents in the last year up to the publication
date of this annual report, state the reasons if losses cannot be
reasonably estimated: The Company has not identified any cyber attacks
that posed a significant impact on its operations.
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VIIl. Important Contracts
(1) Supply and distribution contracts

Contract Duration Main contents Restrictive terms
nature
Processing 2021.01— Test & processing Confi dent,| ality _of athird
contract party’s business

(11) Technologies cooper ation contracts

Contract Duration Main contents Restrictive terms
nature
Cooperation| 2021.05.01— Equipment development contract Confidentiaity of athird
agreement | 2023.04.30 quip P party’s business
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(I11) Engineering contracts

Contract Counterparty Duration Main contents
nature
: TL2 1F clean room (3,857.8
Construction | .. . . 2021.01.11—~ '
contract Jiu Han Engineering Co., Ltd. 20210630 |uare meters) 1st-phase of
new construction
. TL2 1F Clean Room Class 10
Construction | .. . . 2021.05.12—
Jiu Han Engineering Co., Ltd. (1,907.4 sguare meters)
contract 2021.06.30 Expansion construction
The main body of the 3rd
Construction | .. . . 2021.01.19- |phase of Tungluo plant —the
contract Jiu Han Engineering Co., Ltd. 2022.04.01  |1st of electrical and
mechanical engineering
. New built construction at TL3
Construction 2021.10.30- .
contract WEI SHUN ARCHITECTURE 2022.04.29 plant — Mlscellaneous
construction
: The main body of the 3rd
gﬁgmnMMm&WRMMh¢w %%ﬁgj[Mmdm@mMM—m
T 1st of fire-fighting engineering
Construction Jiu Han Enaineering Co.. Ltd 2021.03.19- |TL2 3F & 4F clean room
contract 9 9%0., L0, 2021.04.30 |expansion construction
: TL3 plant civil works—
Construction |,y 5N ARCHITECTURE 2021.07.01= 116110\ new power building
contract 2022.03.31 )
construction
Construction Jiu Han Engineering Co., Ltd 2021.04.15- -cl:—llc_ainlr'j)grﬁ g;gr;r?;')grr:j readt
contract 9 g&o., L. 2021.05.31 m exp
construction
. New built construction at TL3
Construction 2021.07.20- X
contract WEI SHUN ARCHITECTURE 2022 03.31 plant — andscape architecture
construction
Construction | .. . . 2021.08.09— |TL3 161KV power building
contract Jiu Han Engineering Co., Ltd. 2022.04.29 MEP new construction
Construction |Jia Xing Technology Engineering Co.,| 2021.01.18- ant;(:Sh?r::erPr?)jfeﬁbggdUphase of
contract Ltd. 2021.09.30 y P
construction
: TL2 5F RD regional
Construction | .. . . 2021.01.08- .
contract Jiu Han Engineering Co., Ltd. 20210202 |&Xpansion of 2nd phase — new
construction
: TL2 1F office area (661.1
Construction | .. . . 2021.05.07— ;
contract Jiu Han Engineering Co., Ltd. 20210630 |uare meters) renovation
project
Construction |Jia Xing Technology Engineering Co.,| 2021.05.24— Ehzaﬁls:igriefgrffjoorr?ase of
contract Ltd. 2021.10.31 HOFc’)k Up Project P
: CH1 Ice machine #1
((:Zé)r::tarclf[ctlon Jiu Han Engineering Co., Ltd. 22002212%81%41_ replacement of piping and
T power of Hook Up project
Construction Jiu Han Engineering Co.. Ltd 2021.09.01- |TL25F RD general area
contract 9 g0, L. 2021.10.29  |expansion — new construction
: CH4 6F MDF new partition in
Construction | .. . . 2021.05.10-
contract Jiu Han Engineering Co., Ltd. 2021.09.30 generator room (51.5 square
meters) construction
Construction |Jia Xing Technology Engineering Co.,| 2021.03.30— &zaizggefqgozr:se of Hook
contract Ltd. 2021.08.31 Upppmj o P
Construction Sun-Jet Precision Inc 2021.04.09—- |CH1-CH4 cooling water and
contract ' 2021.12.31  |sewage diversion construction
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(V) Long-term loan contracts

Unit: NTD thousand

Contract . Interest
nature Counterparty Duration rate (%) Amount
Loan |1heShangnal Commercial | 51 43 57 50230327 0.85 USD1,451
& Savings Bank
The Shanghai Commercial
Loa  |¢" Covings Bank 2021.03.15-2024.03.15 0.85|  USD32,000
Taiwan Shin Kong
Loan |0 Bank Co., Lid,| 2021:12.15-2024.12.15 0.60 USD5,000
Loan |Bank of ChinaLimited | 2021.10.15-2023.10.14 057  USD35,000
Loan |Mizuho Bank 2022.01.01-2024.01.01 073|  NTD500,000
Loan |Taishin International Bank | 2021.06.03-2025.06.03 0.82 USD8,368
Loan |Taishin International Bank | 2021.06.03-2025.06.03 1.05|  NTD875,000
Loan |Taiwan BusinessBank | 2021.04.07-2023.04.07| 0.550556]  USD10,000
Loan |Citibank Taiwan Ltd. 2021.11.22-2023.11.22 0.85 USD5,000
Loan |Cathay United Bank 2021.12.25-2023.12.25 065  USD16,000
Loan |Standard Chartered Bank | 2021.06.30—2023.06.30 072  USD12,000
Loan |HuaNan Bank 2021.04.09-2023.04.09 0.70 USD5,000
Loan |HSBC Bank (Tawan) 2021.12.01-2024.12.02 0.82 USD286
Loan |HSBC Bank (Tawan) 2021.12.21-2024.12.20 0.87 USD2,130
Loan |HSBC Bank (Tawan) 2021.11.30-2024.09.28 0.81 USD4,000
Loan |YuantaCommercia Bank | 2021.06.22—2025.06.22 0861  USD29,335
Loan ESU” Commercial Bank, | 20p1.12.27-2025.12.26 0.91 USD1,252
Loan |First Commercid Bank | 2021.07.01—2026.07.01 0.80]  USD30,000
Loan |First Commercid Bank | 2020.01.20—2025.01.20 116] NTD814,398
Loan |dih Sun International Bank | 2021.03.12—2024.03.12 10|  NTD500,000
Loan |CTBC Bark 2020.02.07-2024.02.07 1195  NTD300,000
Loan |O-Bank Co., Ltd. 2020.02.07-2025.02.07 |  1.0894  NTD171,429
Loan |KGI Bank 2020.07.15-2024.07.15| 0.99078]  NTD240,000
Loan ggnaﬂg Hwa Commercia | 505001 2020250120 1.11033|  NTD556,000
Loan |Bank of Taiwan 2020.01.20-202401.20 |  1.1211]  NTD600,000
Loan |For FESIem INEMAona | 200 02.07-20230207| 1015 NTD600,000
Loan |Megalnternational 2021.04.29-2023.04.28 0.65 USD5,000
Commercial Bank
Loan [Vegalntermnational 2020.02.07-2025.02.07|  1.0806|  NTD680,000
Commercial Bank
Mortgage |D14.2 billion syndicated | 516 15 572093 12,06 1.245/  NTD2,500,000
loan |loan of Mega Bank
Mortgage |D12 billion syndicated loan| 55 16 15_5095 10,11 1145/ NTD7,380,000
loan  |of Mega Bank

(V) Other contractsthat would affect shareholders’ equity: None.
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Six. Overview of finance

|. Condensed balance sheets and statements of comprehensive
income for the past five fiscal years, the name of the certified
public accountant and the auditor’s opinion given

(1) Condensed balance sheet
Condensed consolidated balance sheet
Unit: NTD thousand
Year Financial information in the most recent five (5) years
ltem 2021 2020 2019 2018 2017
Current assets 18,849,216 15,811,876 13,890,983 12,625,373 11,505,395
Property, plant and 45,576,661| 39,147,575 36,800,887| 31.907.296| 26.657.896
equi pment
Intangible assets 73.599 86,442 73.795 171,062 44.915
Other assets 7720707 6,269,625 4,223484] 2452,028] 2,950,038
Total assets 72,220,183| 61,315,518 55,079,149| 47,155,759 41,158 244
Before 11,144,099| 8,219,797| 7,900,969 5,401,904/ 7,008,005
Current |distribution
lidbilities |After (Note1)| 10,665,287| 10,101,910/ 7,052,610| 9,206,305
distribution
Non-current liabilities | 26,197,916] 23,769,645 20,979,726| 17,234,003| 9,098,245
Before 37,342,015| 31,989,442| 28,880,695 22,635907| 16,106,250
Total distribution
libilities |After (Note1)| 34,434932| 31,081,636 24,286,613| 18,304,550
distribution
Total equity
attributable to the 34.184,275| 20,310071| 26191930 24.477.111| 25046336
owner of parent
company
Capital stock 12227451 12227451 12227451 12.227.451| 12.202.383
?a‘;?t';"”a' paig-in 4885134 4,588,172| 4,832,721| 4844536 5327,372
Before 13,801,607| 11,206995| 9534.173| 8208297| 7,746,405
Retained [distribution i = e = v
earnings |After (Note1)| 9,006,054| 7,577,781| 6,557,591| 6,036,616
distribution
Other equities 3,270,083 1,296,453 (402,406)] (803,173) (229,824)
Treasury stock - - - - -
Non-controlling equity 693,893 7,005 6,515 42,741 5,658
Before 34.878,168| 29,326,076 26,198454| 24519,852| 25,051,994
Totd distribution
equity After
sribution (Note1)| 26,880,586 23,997,513 22,869,146 22,853,694

Note 1: To be resolved during the general shareholders meeting 2022.
Note 2: Financial statements for 2017-2021 have been audited and certified by the CPA.
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Condensed Summary Balance Sheet of Individual Entity

Unit: NTD thousand

Year Financial information in the most recent five (5) years
ltem 2021 2020 2019 2018 2017
Current assets 14,487,436] 11,351,866 11,104,729| 10,682,961] 9,408,719
Property, plant and 34613,760 31,370,700|  30,379,042| 28,321,210, 23,397,902
equi pment
Intangible assets 69,247 80,159 66,148] 162,619 43,316
Other assets 15,962,834] 12,132,949 8,891,473| 7,087,793 7,505,850
Total assets 65,133,277| 54.935,674| 50,441,392| 46,254,583 40,355,787
Before 7.032,776| 5,527,248 6,290,525 4,666,325| 6,359,967
Current distribution
lidbilities |After (Note1)| 7.972738|  8491.466| 6,317,031 8,558,267
distribution
Non-current liabilities 23.916,226] 20,089,355| 17,958,928| 17,111,147| 8,949,484
Before
Totd didribution| 30949002 25,616,603  24,249,453| 21,777,472| 15,309,451
lidbilities |After (Note1)| 28,062,003| 26,450,394| 23,428,178 17,507,751
distribution
Capital stock 12227451 12.227.451| 12.227.451| 12,227,451 12,202,383
Additional paid-in capital | 4,885,134] 4,588,172 4,832,721| 4,844,536 5,327,372
Before
Retained  |didribution| 13801607 11,206,995 9,534,173| 8,208,297 7,746,405
earnings After
disribution| | (NoteD) 9,006,054 7,577,781| 6,557,591 6,036,616
Other equities 3,270,083 1,296,453 (402,406)| (803,173)] (229,824)
Treasury stock - - - - -
Before
OO | 34184275 29,319,071|  26,191,939| 24,477,111 25,046,336
) distribution
Tota equity After
fer (Notel)| 26,873,581 23,990,998 22,826,405 22,848,036
distribution

Note 1: To be resolved during the genera shareholders meeting 2022.
Note 2: Financial statements for 2017-2021 have been audited and certified by the CPA.
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(I) Condensed comprehensive income statement

Condensed consolidated comprehensive Income Statements

Unit: NTD thousand

Year
Item

Financia information in the most recent five (5) years

2021

2020

2019

2018

2017

Operating revenue

33,759,389

28,959,304

25,539,437

20,815,369

19,686,911

Gross profit

10,352,067

7,953,988

7,015,916

5,363,698

5,782,405

Operating profit
(loss)

6,606,516

4,650,711

4,045,014

2,719,681

3,466,624

Non-operating
revenue and expense

248,731

(107,056)

(130,151)

(330,123)

(531,459)

Net profit before tax

6,855,247

4,543,655

3,914,863

2,389,558

2,935,165

Continuing
departments net
income — current
period

5,234,242

3,637,140

3,041,484

1,793,890

2,234,080

Loss of
discontinuing
operation

Net income (loss) —
current period

5,234,242

3,637,140

3,041,484

1,793,890

2,234,080

Other
comprehensive
income (net after
tax) — current period

1,595,123

1,691,418

343,585

(245,673)

(134,992)

Tota comprehensive
income — current
period

6,829,365

5,328,558

3,385,069

1,548,217

2,099,088

Net profit
attributable to the
owner of parent

5,175,046

3,636,653

3,041,566

1,795,344

2,233,646

Net profit
attributable to
non-controlling

equity

59,196

487

(82

(1,454)

Comprehensive
income attributable
to the owner of
parent

6,769,183

5,328,068

3,385,203

1,549,371

2,098,892

Comprehensive
income attributable
to non-controlling

equity

60,182

490

(134)

(1,154)

196

EPS

4.23

297

249

147

1.88

Note: Financial statements for 2017—2021 have been audited and certified by the CPA.
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Condensed Comprehensive Income Statement of Individual Entity

Unit: NTD thousand

Year

Financia information in the most recent five (5) years

Item

2021

2020

2019

2018

2017

Operating revenue

25,820,727

23,344,758

21,845,844

18,469,742

17,532,168

Gross profit

7,343,991

6,063,978

5,736,588

4,844,342

5,217,767

Operating profit
(loss)

4,505,313

3,405,804

3,237,339

2,672,603

3,308,786

Non-operating
revenue and expense

2,004,775

961,563

577,772

(318,946)

(398,164)

Net profit before tax

6,510,088

4,367,367

3,815,111

2,353,657

2,910,622

Continuing
departments net
income — current
period

5,175,046

3,636,653

3,041,566

1,795,344

2,233,646

Loss of
discontinuing
operation

Net income (loss) —
current period

5,175,046

3,636,653

3,041,566

1,795,344

2,233,646

Other
comprehensive
income (net after
tax) — current period

1,594,137

1,691,415

343,637

(245,973)

(134,754)

Tota comprehensive
income — current
period

6,769,183

5,328,068

3,385,203

1,549,371

2,098,892

EPS

4.23

2.97

249

147

1.88

Note: Financial statements for 2017—2021 have been audited and certified by the CPA.

(111) Names of certified public accountant and audit opinionsin the recent

fiveyears
Year Narr.1e Of_ Name of CPA Audit opinion
accounting firm
2017 Ernst & Young Chia-Ling Tu, Shao-Pin Kuo Unqualified opinion
2018 Ernst & Young Shao-Pin Kuo, Wen-Fun Fuh Unqualified opinion
2019 Ernst & Young Shao-Pin Kuo, Wen-Fun Fuh Unqualified opinion
2020 Ernst & Young Shao-Pin Kuo, Wen-Fun Fuh Unqualified opinion
2021 Ernst & Young Shao-Pin Kuo, Wen-Fun Fuh Unqualified opinion
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Il. Financial analysisin the most recent fiveyears
Financial analysis consolidated statements

Year Financial analysisin the most recent five years
Analysisitems 2021 2020 2019 2018 2017
Ralo of liblifles 1o 5171 sp17 5243 4800 3943
Financial : .
structure % Ratio of long-term capital
to property, plant and 128.13 131.02 125.03 129.35 126.43
eguipment
Current ratio 169.14 192.36 175.81 233.72 164.18
Solvency % Quick ratio 154.15 174.60 158.68 200.52 151.59
fimes Interest Eamed 2096 1299 1356  1266| 1585
Receivables turnover 494 486 445 416 426
(times)
Q;/;Srage cash collection 74 75 8 88 86
Inventory turnover (times) 18.56 19.25 16.44 18.95 23.83
Operational 'I:sye?g:;sita\r/r;\{g y(tlmes) 20.42 18.85 15.88 16.44 21.32
ability turnover days 20 19 22 19 15
Property, plant and
eguipment turnover 0.80 0.76 0.74 0.71 0.71
(times)
Total assets turnover 0.51 0.50 0.50 0.47 0.46
(times)
Return on assets (%) 8.25 6.77 6.44 4.43 5.65
Return on equity (%) 16.30 13.10 11.99 7.24 9.16
o Ratio of income before tax
Profitability to paickin capital (%) 56.06 37.16 32.02 19.54 24.05
Net profit margin (%) 15.50 12.56 11.91 8.62 11.35
EPS (NT$) 4.23 2.97 2.49 1.47 1.88
Cash flow ratio (%) 123.14 150.89 137.12 156.02 129.50
Cash flow (COZ?" flow adequecy ratio. 775 g739  e575 8343  83.93
Cash flow reinvestment
ratio (%) 7.86 7.90 7.84 5.72 7.15
Operating leverage 2.39 281 2.75 3.47 2.83
Leverage : :
Financial leverage 1.05 1.09 1.08 1.08 1.06

The causes resulting in changes in financial rates in the most recent two (2) years by more than 20%:

(Analysisis not required if the magnitude of increase or decrease is less than 20%)

Increase in times interest earned ratio, return on assets, return on equity, ratio of income before tax to
paid-in capita, net profit margin and earnings per share from the same period last year was mainly
due to the increase in customers rush orders, and demand for automotive, server, data center and
network communication products, resulting in the growth of operating revenue, net profit before tax
and net profit for the period.

Note: Financial figures for 2017—2021 were based on the financia statements audited and
certified by the CPA.
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Individual Statement of Financial Analysis

Year| Financiad analysisin the most recent five years
Analysisitems 2021 2020 2019 2018 2017
Ratio of liabilities to 47.52 46.63 48.07 47.08 37.94
, . assets
Financial . -
Ratio of long-term capital 160.22| 151.85| 14199 145.14| 143.38
structure %
to property, plant and
eguipment
Current ratio 206.00] 205.38) 176.53] 228.94| 147.94
Solvency % Quick ratio 190.60, 189.11] 158.84| 201.88| 137.70
Times Interest Earned 33.47 21.07 16.92 13.29 16.63
Ratio
Receivables turnover 4.82 4.83 4.50 4.14 4.26
(times)
Average cash collection 76 76 81 88 86
days
Inventory turnover (times) 18.79 19.28 16.97 2050 26.75
Operational Payables turnover (times) 22.76 21.30 17.85 18.66| 25.49
abilit Average inventory 19 19 22 18 14
y
turnover days
Property, plant and 0.78 0.76 0.74 0.71 0.72
equipment turnover
(times)
Total assets turnover 0.43 0.44 0.45 0.43 0.42
(times)
Return on assets (%) 8.89 7.23 6.69 4.50 5.74
Return on equity (%) 16.30 13.10 12.01 7.25 9.16
Profitability Ratio_of_ incor_ne before tax 53.24 35.72 31.20 19.25] 23.85
to paid-in capital (%)
Net profit margin (%) 20.04 15.58 13.92 9.72| 12.74
EPS (NT$) 4.23 297 2.49 1.47 1.88
Cash flow ratio (%) 151.08) 175.76| 157.85 171.16| 133.60
Cash flow adequacy ratio 91.37 91.18 91.17 85.71| 89.64
Cash flow (%)
Cash flow reinvestment 6.27 6.40 7.70 5.62 6.96
ratio (%)
Operating leverage 2.59 3.01 2.97 3.29 2.76
Leverage  oiancidl leverage 1.05 107 1.08 108 106

The causes resulting in changes in financial rates in the most recent two (2) years by more than
20%: (Analysisis not required if the magnitude of increase or decrease is less than 20%)
Increase in times interest earned ratio, return on assets, return on equity, ratio of income before tax
to paid-in capital, net profit margin and earnings per share from the same period last year was
mainly due to the increase in customers' rush orders, and demand for automotive, server, data
center and network communication products, resulting in the growth of operating revenue, net
profit before tax and net profit for the period.

Note: Financial figures for 2017—2021 were based on the financia statements audited and
certified by the CPA.
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The calculation formulafor said ratios is identified as follows:

1

Note 1:

Note 2:

Financial structure

(1) Ratio of liabilities to assets = total liabilities/total assets.

(2) Ratio of long-term capital to property, plant and equipment = (Total equity + Long-term
loan) / net of property, plant and equipment.

Solvency

(1) Current ratio = current assets/ current liabilities.

(2) Quick ratio = (current assets - inventory - prepayments) / current liabilities.

(3) Times interest earned ratio = net profit before interest and tax / interest expenses for the
current period.

Operational ability

(1) Receivables (including accounts receivable and notes receivable resulting from operation)
turnover = net sales / balance (gross) of average accounts receivable (including accounts
receivable and notes receivabl e resulting from operation).

(2) Average cash collection days = 365 / receivables turnover.

(3) Inventory turnover = sale cost / average inventory.

(4) Payables (including accounts payable and notes payable resulting from operation)
turnover = sale cost / balance (gross) of average accounts payable (including accounts
payable and notes payable resulting from operation).

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

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

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

Profitability

(1) Return on assets = [Net Income or Loss + Interest expense x (1 - tax rate)] / Average tota
assets.

(2) ROE = Income after income tax / average total equity.

(3) Profit margin = Income after income tax / net sales.

(4) Earnings per share = (attributable to the shareholder’s profit and loss of the parent
company - Preferred dividends) / Weighted average number of sharesissued. (Note 1)

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 during the most
recent five years / (capital expenditure + increase in inventory + cash dividends) during
the most recent five years.

(3) Cash reinvestment ratio = (net cash flow from operating activities - cash dividends) /
(gross property, plant and equipment + long-term investments + intangible assets +
working capital). (Note 2)

Leverage:

(1) Operating leverage = (net operating revenues - variable operating costs and expenses) /
operating profit (Note 3).

(2) Financial leverage = operating profit / (operating profit - interest expenses).

Calculation of earnings per share has taken the following factors into account:

1. The weighted average quantity of outstanding common stock shall be used as the
standard, not the quantity of outstanding shares at the end of the year.

2. In case of raising capital through issuing new shares or transactions of treasury stocks,
calculate also the weighted average quantity of outstanding shares in the period of
circulation.

3. In case of capitalization of retained earnings or capitalization of capital surplus into new
shares, adjustment shall be made in retrospect to the size of capitalization for each
instance when calculating the earnings per shares annually or semi-annually. The time of
issuance can be neglected.

4. If the preferred shares are non-convertible accumulated preferred shares, the dividend
declared in the current period (whether paid or unpaid) shall be deducted from corporate
earnings or as added to earnings after taxation. If the accumulated preferred shares are
not accumulative in nature, dividend for preferred shares shall be deducted from
corporate earnings, if any. In case of loss, no adjustment shall be made.

Cash flow analyses have taken the following factors into account:

1. Net cash flow from operating activities refers to net cash inflow from operating activities

as stated in the Statement of Cash Flow.

-135-



2. Capital expenditure refers to the amount of annual cash outflow spent on capital
investments.

3. Theincrease in inventory is included only when the balance at the end is more than that
at the beginning. If the inventory decreases at the end of the year, it shall be calculated as
“zero.”

4, Cash Dividends include the dividends in cash paid to holders of common stock and
preferred shares.

5. Gross property, plant and equipment refers to the amount before deducting accumulated
depreciation.

Note3: The Company, as a securities issuer, is required to classify operating costs and expenses
between fixed and variable portions, any estimate or subjective judgment used in the
classification needs to be reasonable and consistent.
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[11.Audit Report from the Auditing Committee on the Latest
Financial Statements

King Yuan Electronics Co., Ltd.
Audit Report from the Audit Committee

This report is to certify that the Company’s 2021 business report,
consolidated financial statements (including separate financial statement)
and the motion for allocation of earnings were prepared and submitted by
the Company’'s board of directors, and the consolidated financial
statements (including separate financial statement) contained therein
were already audited by EY Taiwan, which also issued its audit report.
Said business report, consolidated financia statement (including separate
financia statement) and motion for allocation of earnings have aso been
reviewed by the committee, which in our opinion comply with the
relevant requirements. This report is hereby submitted in accordance with
Article 14-4 of the Securities and Exchange Act and Article 219 of the
Company Act accordingly.

King Yuan Electronics Co., Ltd.

Convener of Audit Committee: Hui-Chun Hsu

April 8, 2022
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V. Consolidated Financial Report and Accountant’s Review
Report for the Most Recent Fiscal Year: Please refer to
Appendix I.

V. Parent Company Only Financial Report and Accountant’s
Review Report for the Most Recent Fiscal Year: Please refer
to Appendix II.

VI. 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’sfinancial position: None.
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Seven. Review and analysis of financial position and
financial performance, and risk assessment

. Financial Status
The main reasons for any material change in the Company’s assets,

liabilities, or shareholders’ equity during the past two fiscal years, and the
effect thereof, and the measures to be taken in response if the effect is of

material significance.

Analysis of financial position

Unit: NTD thousand

Year

20211231 | 20201231 Increase |\ viation (%)
Title (decrease)
Current assets 18,849,216 15,811,876 3,037,340 19.21
Non-current financia
assets at fair value
through other 6,546,477 4,446,563 2,099,914 47.23
comprehensive
income
Investment under 79,126 69,856 9,270 13.27
equity method
Property, plant and 45,576,661 39,147,575 6,429,086 16.42
equi pment
Othe; non-current 1,168,703 1,839,648 (670,945) (36.47)
Total assets 72,220,183 61,315,518 10,904,665 17.78
Current liabilities 11,144,099 8,219,797 2,924,302 35.58
Non-current liabilities 26,197,916 23,769,645 2,428,271 10.22
Totd liabilities 37,342,015 31,989,442 5,352,573 16.73
Capital stock 12,227,451 12,227,451 - -
ﬁ‘a%?;glona' paig-in 4,885,134 4,588,172 296,962 6.47
Retained earnings 13,801,607 11,206,995 2,594,612 23.15
Zgltﬂysr‘areho'derg 34878168 | 29,326,076 5,552,002 18.93
The main reasons for the change between the previous and current periods by more than 20%
and the amount of change amounting to more than NT$10 million, and the effect thereof are]
analyzed and stated asfollows:
Increase in financial assets measured at fair value through other comprehensive income —
non-current: Mainly due to the increase in fair worth of Yann Yuan Investment Co., Ltd. and
XieYong Investment Co., Ltd.
Decrease in other non-current assets: Mainly due to the reclassification of some right-of-use
assets to property, plant and equipment as aresult of the execution of offtake rights.
Increase in current liabilities: Mainly due to the increase in capital expenditures from last
period, resulting in an increase in equipment payables and operating revenues, which led to an
increase in equipment spare parts and other related payables.
Increase in retained earnings: Mainly due to the increase in profit for the year.
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II. Financial Performance
The main reasons for any material change in operating revenues,

operating income, and income before tax during the past two fiscal years,
and sales volume forecast and the basis thereof, and the effect upon the
Company’s financial operations as well as measures to be taken in

response.
Comparison and analysis of operating results
Unit: NTD thousand
e 2021 2020 INCIease |\ /aviation (%

e (decrease) ariation (%)
Operating revenue 33,759,389 28,959,304 4,800,085 16.58
Operating cost (23,407,322) (21,005,316) 2,402,006 11.44
Gross profit 10,352,067 7,953,988 2,398,079 30.15
Operating expense (3,745,551) (3,303,277) 442,274 13.39
Net operating profit 6,606,516 4,650,711 1,955,805 42.05
Non-operating revenue 248,731 (107,056) 355,787 332.34
and expense
Net profit before tax 6,855,247 4,543,655 2,311,592 50.88
Income tax expense (1,621,005) (906,515) 714,490 78.82
Net profit — current 5,234,242 3,637,140 1,597,102 43.91
period
Other comprehensive 1,595,123 1,691,418 (96,295) (5.69)
income (loss) — current
period
Total  comprehensive 6,829,365 5,328,558 1,500,807 28.17
income —  current
period

The main reasons for the change between the previous and current periods by more than 20%
and the amount of change amounting to more than NT$10 million, and the effect thereof are]
analyzed and stated as follows:
Increase in gross profit, net profit, pre-tax income, income tax expense, net income and total
comprehensive income for the period: Mainly due to the increase in customers rush orders,
and demand for automotive, server, data center and network communication products.

Increase in non-operating revenue and expense: Mainly due to the increase in gain on disposal
of machinery and equipment, and the decrease in impairment loss of machinery and

equipment.
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1. Cash flow
Any cash flow changes during the most recent fiscal year, corrective

measures to be taken in response to illiquidity, and a liquidity analysis for the

coming year.
Analysis of liquidity in the previous two years
Year Increase
2021 2020 0

Item (decrease) (%)
Cash flow ratio 123.14% 150.89% (18.39)
Cash flow adequacy ratio 87.72% 87.39% 0.38
Cash flow rervestment 7.86% 7.90% (051)
ratio

Analysis of variations: The variation between the previous and current periods was less than

20%.
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Analysis of liquidity in the coming year
Unit: NTD thousand

Projected net Remedial measures against
" cash flow from| Projected cash | Projected cash | insufficient projected cash
Initial cash :
operating | outflow of the balance flow
balance A .-
o activitiesfor year (deficit) Investment | Financin
the year ® O+ -0 9
o plans plans
6,420,308 19,337,932 19,602,158 6,156,082 - 5,718,689

1. Analysisof cash flow for the year:

(1) Operating activities: The net cash inflow, NT$19,337,932 thousand, is expected to be

generated from operating activities.

(2) Investing activities: The capital expenditure is expected to be NT$8,923,812 thousand.

(3) Financing activities: Expected to repay the long-term loan of NT$7,077,487 thousand,
alocate cash dividends, and distribute the remuneration to employees and directors of
NT$2,865,819 thousand.

V. Impact of Material Capital Expenditures in the Most Recent
Year on Business Performance

() Major capital expenditure and source of capital
Unit: NTD thousand
Actua or | Actud or | e 4| Actual or expected fund utilization
. expected expected
Projects source of date of to beed 2020 2021 2022
fund completion requir
Investment in
construction | Own funds
of factories | and bank 2020.12 | 10,594,833| 9,971,509 623,324 -
and machine | borrowings
& equipment
Investment in
construction | Own funds
of factories | and bank 2021.12 | 15,133,352 -| 13,339,803 1,793,549
and machine | borrowings
& equipment
Investment in
construction | Own funds
of factories | and bank 2022.12 | 11,712,884 - - 11,712,884
and machine | borrowings
& equipment
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(I1) Projected benefits
1. Projected possible increased output/sale volume and value, and gross

profit
Unit; NTD thousand
Year Item Output Sde Sdevaue Gross
volume | volume profit
2022 Integrated circuits Note Note | 1.165230| 233046
processing and test
2023 Irtegrated circuits Note Note 1,664,614 | 466,092
processing and test
2024 Integrated circuits Note Note | 1664614| 466,002
processing and test

Note: It is impossible to enumerate the same, because the unit of measurement varies depending on

different processes.

2. Other benefits

A. Strengthen the production structure of the vertical division of
labor in the semiconductor industry.

B. Balance the fab’s production capacity which is growing rapidly,
and share the risk over investment in the fab investment at the
latter stage to upgrade the investment efficiency in the core
business.

C. Increase the high-efficiency and low-cost professiona test
services to upgrade the entire competitiveness.

D. Solve the back-end production problems with respect to the IC
design companies which the Company has successively invested
in.
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V. Thelnvestment Strategy in the Most Recent Year, Main Causes
for Profits or Losses, Improvement Plans and the Investment
Plansfor the Coming Year
()  The Company’s investment strategy is primarily intended to align with the

Company’s enhanced development of the core business, so as to
strengthen the relationship with maor customers and extend the
sensitivity of related industries.

(I1)  The investment gain, NT$22,260 thousand, recognized by the Company
under equity method in 2021, primarily resulted from the gain from the
operation of the Company’s investees, Fixwell Technology Corp. and Wei

Jiu Industria Co., Ltd.
(1) Investment plan for the coming one fiscal year: None.

V1. Analysisand assessment of risk factors
(1) Impact of interest rate, exchange rate, and inflation on the
Company’s earnings, and responsive measur es:
1. Notes to the impact of interest rate and exchange rate changes and
inflation on the Company’ s earnings
A. Impact of interest rate and exchange rate changes on the Company’s

earnings:
Unit: NTD thousand
Item 2021 2020

Exchange gains (losses) (A) 70,474 39,870
Interest income (expense) (B) (195,612) (210,161)
Operating revenue (C) 25,820,727 23,344,758
Net profit before tax (D) 6,510,088 4,367,367
AIC (%) 0.27 0.17
A/D (%) 1.08 0.91
B/C (%) - -
B/D (%) - -

Source of data: The financial statements certified by the CPA.
For the interest rate and exchange rate changes, the interest
expenditure rendered more substantial impact on the earnings.

B. The influence of inflation on the Company’s earnings: The inflation
has no material impact on the Company’s earnings.

2. The Company’ s responsive measures against interest rate and exchange
rate changes and inflation:

A. The capital expenditure is intended for the import of equipment. In
order to mitigate the impact rendered by the fluctuation in foreign
exchange rate on profit, the Company reached an agreement with
major customers to collect accounts receivable in USD, in part, to
make some payments.
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B. Establish Article 12 of the Operating Procedures for Acquisition or
Disposition of Assets, “Operating Procedure for Acquisition or
Disposition of Derivatives’ as the basis for operation of the foreign
currency exchange rate hedging tools to mitigate the impact
rendered by the fluctuation in foreign exchange rate on profit.

C. Coallect the information about fluctuation in foreign exchange rate
and interest rate on a daily basis to help take responsive measures in
atimely manner.

(1) Policies on high-risk and highly leveraged investments, loans to third
parties, endorsements/guarantees, and trading of derivatives
describe the main causes of any profits or lossesincurred and future
r esponsive measur es:

1. The Company has never engaged in any high-risk and highly leveraged
investments or loans to third parties. Therefore, no impact on the
Company’s operation was rendered by said transactions.

2. Endorsements/guarantees
(1) The Company has issued an endorsement/guarantee in favor of

Suzhou Zhen Kun Technology Ltd., which guarantees the offering
of credit facilities to finance the operations of The Shanghal
Commercial & Savings Bank. Until December 31, 2021, the
relevant credit facility has been US$5,000 thousand.

3. The Company adopts the stable policy to operate its financial fund. The
fund is mainly deposited as term-deposit at banks and renowned money
market/bond fund with fair rate of return. The Company aso
established the operating procedures for loaning to others and operating
procedures for making endorsements/guarantees.
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(I11) Futureresearch and development plans and projected expenses

Item Plan Projected Projected
No. duration | expenses (NT$)

1 |CPFOSB Auto Storage 2022/Q4 2,000,000

2 |Tray Box Auto Storage 2022/Q4 3,000,000

3 |Auto Battery Change Development 2022/Q4 800,000

4  |CPline probe card auto loader/unloader. 2022/Q4 3,000,000

5 |Automated inspection for probe card. 2022/Q4 5,000,000

6 |Peripheral Equipment Manipulator loading 800 kg level. 2022/Q3 1,000,000

Develop cost effective Burn in system for HPC IC.

1. Support higher power consumption up to 800W / per
7 DUT. 2022/Q4 12,000,000
2. Implement high communicated interface.
3. Enhance system reliability.

Develop E-serial new generation logical tester.
1. E320 2048channel / 576 DPSfor CP.
2. Add DPS Option Mudule.
3. Improve system efficiency

2022/Q4 33,600,000

Develop I-serial new generation CIS tester.

1. Design PIB board for C-phy/D-phy solution.
9 2. Plan CISFT solution. 2022/Q4 35,000,000
3. Enhance CIStest protocol for different application.
4. Improve system efficiency.

Develop D-serial new generation Driver tester.
1. Implement high paralel test DUT .

10 2. Add MFPE high speed board 1.6G. 2022/Q4 12,000,000

3. Add High density PE board for pin count demand.

4. Improve system efficiency.

Develop MEMS Gas Flow-Sensor Mass Production Test
Technology.

1. Establish the experimental and certification environment for
1 MEMS Gas Flow-Sensor. 2022/Q3 16,000,000
2. R&D the test modules and technology for MEMS Gas
Flow-Sensor.

Develop MEMS Bio-Sensor CP Wet Test Mass Production
Test Technology.
1. Establish the experimental and certification environment for
12 MEMS Bio-Sensor CP Wet Test. 2022/Q3 12,000,000
2. R&D the test modules and technology for MEMS
Bio-Sensor CP Wet Test.

Develop MEMS Vibration Sensor Production Test
Technol ogy.

1. Establish the experimental and certification environment for
13 MEMS Vibration Sensor. 2022/Q4 6,000,000
2. R&D of MEMS Vibration Sensor test module and
technology.

14 |Develop VCPC for CRES Analysis Technology. 2022/Q4 6,000,000

15 Develop RF for <50GH RF Signa & High Speed test 2022/Q4 3,000,000
interface PCB.
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(V)

V)

(V1)

(VI

(VIII)

(1X)

(X)

Impact on the Company’s financial standing due to changes in
domestic or foreign policies and laws, and corresponding
counter measur es

The Company has taken adequate responsive measures against the
changes in domestic or foreign policies and laws in recent years.
Therefore, no significant impact should be rendered on the Company’s
financia standing.

Impact on the Company’s financial standing due to technological
(including cyber security risks) or industrial changes, and
cor responding counter measur es

Considering that the test technology became increasingly complicated in
the recent year, the Company needs to continue investing fixed funds to
purchase new machines and equipment to develop new business
opportunities. The Company has sound financia structure. Therefore,
the Company’s capital expenditure can satisfy the demand under the new
orders for high-end test technology.

In recent years, there have been frequent information security incidents
such as cyber attacks and ransomware. For this reason, the Company
attaches great importance to information security risk control and
protection, builds a multi-level as well as in-depth information security
management and control protection network, and implements strict

control measures.
As of the date of this annua report, there have been no incidents

affecting its finance and sales due to technological or industrial changes.
Crisis management, impacts, and responsive measures in the event
of a changein corporate identity

Ethics is the first priority which the corporate identity should focus on.
The Company has specified such important principle in its corporate
culture and articles of incorporation. Therefore, ethics has become an
essence upheld by the Company in its corporate governance.

Expected benefits, risks and responsive measures of planned
mer gersor acquisitions. None.

Expected benefits, risks and responsive measures associated with
plant expansions: None.

Risks and responsive measur es associated with concentrated sales or
purchases: None.

Impacts, risks and responsive measures following a major transfer
of shareholding by directors, supervisors, or shareholderswith more
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than 10% ownership interest: None.

(X1) Impacts, risks and responsive measures associated with a change of
management: None.

(XI1) Major litigations and non-contentious cases. Describe the major
litigations, non-contentious cases or administrative litigations
involving the Company or any director, president, person-in-charge
or major shareholder with more than 10% ownership interest,
whether concluded or pending judgment, that are likely to pose a
significant impact to shareholder equity or security prices of the
Company, and disclose the nature of dispute, the amount involved,
the date the litigation first started, the key parties involved, and
progress as of the publication date of thisannual report: None.

(XI11) Other significant risksand response measur es. None.

VII. Other Significant Events: None.
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Eight. Special Items

I.  Information on Affiliates
(I) Organizational chart of affiliates

King Yuan Electronics Co., Ltd.

100% 89.83% 100% 100% 100% 100%

160,000 shares 1,899,000 shares 78,000 shares 164,924,000 shares 7,500,000 shares 6,600,000 shares

KYEC KYEC King Ding

KYEC USA KYEC KYEC Investment Technology Precision

JAPAN SINGAPORE -
Corp. KK PTE. LTD International Management Incorporated
o : ! Co., Ltd. Co.,, Ltd. Company
94.02% 5.98%

118,000,000 shares 7,500,000 shares

I

KYEC
Microelectronics
Co., Ltd.

92.46%
USD 125,500 thousand

King Long Technology
(Suzhou) Ltd.

100%
RMB 86,015,000

Suzhou Zhen Kun
Technology Ltd.
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(I Basicinformation on affiliated companies

Date of

Address of

Corporate name Establishment | Etablishment Paid-in capital Core Business

KYEC USA 2000.07 |CAUSA US$160,000 Acts as the agent for

Corp. business in the territories
of the U.SA. and related
communications.

KYEC 2006.12 |SINGAPORE|SGD78,000 Acts as the agent for business

SINGAPORE in the territories of South

PTE. LTD. East Asia and Europe and
related communications.

KYEC JAPAN 2002.04 |[FUKUOKA |JP¥84,560,000 |Engages in electronic parts

K.K. JAPAN manufacturing and trading,
and acts as the agent for
business in the territories
of Japan and related
communications.

KYEC 2005.05 |B.V. US$164,924,000 General investment

Investment

International

Co., Ltd.

KYEC 2003.01 |SAMOA US$7,500,000 |General investment

Technology

Management

Co., Ltd.

KYEC 2002.05 |CAYMAN |USD 125,500 |Generd investment

Microelectronics thousand

Co., Ltd.

King Ding 2018.03 |Chu-Nan NT$66,000,000 [Manufacturing of electronic

Precision Township, parts, wholesale and retail

Incorporated Miaoli of electronic materials, and

Company County repairing of eectric
appliances and eectronic
products

King Long 2002.09  |Suzhou City, |RMB 546,176 |Research and development,

Technology Jiangsu thousand design, manufacturing,

(Suzhou) Ltd. Province, packaging, testing,

China processing and maintenance
of semiconductor integrated
circuits, transistors,
electronic components,
electronic materials, analog
or hybrid automatic data
processors, solid-state
memory systems, heating
ovens and related products
and components. Integrated
circuit-related technology
transfer, technical
consultation, technical
services, sales of the
Company’s products and
after-sales services

Suzhou Zhen 2005.12  |Suzhou City, |RMB 533,348 |Research and development,
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Kun Technology Jiangsu
Ltd. Province,
China

thousand

production (packaging,
testing), processing of large
-scale integrated circuits
for electronic components,
electronic materials, analog
or hybrid automatic data
processing machines, solid
state memory systems, and
heating oven controllers,
sales of independently
produced products, and
provision of related
after-sales services;
integrated circuit-related
technology transfer,
technical consultation,
technical services

(I11) Entities having controlling and subordinate relations with the
Company under Article 369-3 of the Company Act: None.

(V) The industry covered by the business operated by the affiliated
companies. For the industry covered by the business operated by the
affiliated companies, please refer to the main business lines in the “(I1)

Basic information on affiliates” on the same page.
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(V) Information on directors, supervisors, and presidents of affiliated
cor porations

2021.12.31

Name of affiliated
corporations

Title

Name or Representative

Shareholding

Shares

Shareholding
ratio (%)

KYEC USA Corp.

Chairman

An-Hsuan Liu
(Representative of
KYEC)

160,000 shares

100.00

Director

Gauss Chang
(Representative of
KYEC)

160,000 shares

100.00

Director

Pei-Liang Sun
(Representative of
KYEC)

160,000 shares

100.00

Director

Neil Chung
(Representative of
KYEC)

160,000 shares

100.00

KYEC SINGAPORE
PTE. LTD.

Chairman

An-Hsuan Liu
(Representative of
KYEC)

78,000 shares

100.00

Director

Gauss Chang
(Representative of
KYEC)

78,000 shares

100.00

Director

Chi-Yuan Hsueh
(Representative of
KYEC)

78,000 shares

100.00

Director

Logan Chao
(Representative of
KYEC)

78,000 shares

100.00

KYEC JAPAN K.K.

Chairman

An-Hsuan Liu
(Representative of
KYEC)

1,899 shares

89.83

Director

Morris Chang

0 sharg

0.00

Director
(Adjunct
President)

Yoshiaki Suzuki

37 shares

1.75

Supervisor

Logan Chao

0 share

0.00

Supervisor

Yoshiro Hori

55 shares

2.60

KYEC Investment
International Co., Ltd.

Chairman

Chin-Kung Lee
(Representative of
KYEC)

164,924,000
shares

100.00

KYEC Technology
Management Co., Ltd.

Chairman

Chin-Kung Lee
(Representative of
KYEC)

7,500,000 shares

100.00

KYEC Microelectronics
Co., Ltd.

Chairman

Chin-Kung Lee
(Representative of
KYEC Investment
International Co., Ltd.
and KYEC Technology
Management Co.,

Ltd.)

125,500,000
shares

100.00
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King Long Technology |Chairman |[An-Hsuan Liu
(Suzhou) Ltd. (Representative of RMB 504,993 92 46
KYEC Microelectronics |thousand of equity '
Co.)
Director |Chin-Kung Lee
(Representative of RMB 504,993 92 46
KYEC Microelectronics |thousand of equity '
Co.)
Director |Aaron Chang
(Representative of RMB 504,993 92 46
KYEC Microelectronics |thousand of equity '
Co.)
Supervisor|Gauss Chang
(Representative of RMB 504,993 92.46
KYEC Microelectronics |thousand of equity '
Co.)
Suzhou Zhen Kun Chairman [An-Hsuan Liu Invested RMB
Technology Ltd. (Representative of King 86,015,000 for 100.00
Long Technology RMB 533,348,000 ’
(Suzhou) Ltd.) in equity
Director |Chin-Kung Lee Invested RMB
(Representative of King 86,015,000 for 100.00
Long Technology RMB 533,348,000 ’
(Suzhou) Ltd.) in equity
Director |Gauss Chang Invested RMB
(Representative of King 86,015,000 for 100.00
Long Technology RMB 533,348,000 '
(Suzhou) Ltd.) in equity
Supervisor [ K.K Lee Invested RMB
(Representative of King 86,015,000 for 100.00
Long Technology RMB 533,348,000 '
(Suzhou) Ltd.) in equity
King Ding Precision Chin-Kung Lee
Incorporated Company Chairman |(Representative of 6,600,000 shares 100.00
KYEC)
Steven Chang
Director |(Representative of 6,600,000 shares 100.00
KYEC)
KK Lee
Director |(Representative of 6,600,000 shares 100.00
KYEC)
Logan Chao
Supervisor |(Representative of 6,600,000 shares 100.00
KYEC)
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(VI) Operating overview of affiliated corporations

Unit: NTD thousand

Name of
affiliated
corporations

Capital

Asset
Totd
amount

Liability
Totd
amount

Net worth

Operating
Revenue

Operating
Income

Current
profit and
loss
(after tax)

EPS
(NT$)
(after

tax)

KYEC USA
Corp.

4,973

33,711

22,344

11,367

46,275

3,001

(200)

(1.25)

KYEC
SINGAPORE
PTE. LTD.

1,830

9,104

2,791

6,313

23,873

4,855

4,619

59.22

KYEC
JAPAN K K.

23,897

73,214

13,598

59,616

27,438

7,365

4,863

2,300.20

KYEC
Investment
International
Co., Ltd.

5,292,315

7,925,793

7,925,793

1,757,293

10.66

KYEC
Technology
Management
Co., Ltd.

251,579

504,621

504,621

111,770

14.90

KYEC
Microel ectr-
onics Co.,
Ltd.

4,074,993

8,438,491

€]

8,438,486

1,869,063

14.89

King Long
Technology
(Suzhou)
Ltd.

2,370,525

15,223,844

6,176,627

9,047,217

6,698,003

1,819,420

1,927,763

Suzhou Zhen
Kun
Technology
Ltd.

2,397,835

1,361,095

746,257

614,838

1,432,882

204,126

187,296

King Ding
Precision
Incorporated

Company

66,000

72,137

228

71,909

3,036

(1,959)

1,375

021

publication of thisannual report: None.

Any private placement of securitiesin the recent years up to the

Holding or disposition of the Company’s stock by subsidiariesin

the most recent year and up to the publication date of the annual
report: None.

Other important supplementary information: None.
Any events in the most recent year and up to the date of

publication of this annual report that had significant impacts on
the interest of shareholder rights or security prices as stated in
subparagraph 2 of paragraph 3 of Article 36 of the Securities
and ExchangeAct: None.
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English Translation of a Report and Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD.
AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020
WITH
INDEPENDENT AUDITOR’S REPORT TRANSLATED
FROM CHINESE

Address: No. 81, Sec. 2, Gongdao 5th Rd., Hsinchu City 300, Taiwan (R.O.C.)
Telephone: 886-3-5751888

The reader is advised that these consolidated financial statements have been prepared originally in Chinese. In the event
of a conflict between these financial statements and the original Chinese version or difference in interpretation between

the two versions, the Chinese language financial statements shall prevail.
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REPRESENTATION LETTER

The entities included in the consolidated financial statements as of December 31, 2021 and for
the year then ended prepared under the International Financial Reporting Standards, No.10 are
the same as the entities to be included in the combined financial statements of the Company, if
any to be prepared, pursuant to the Criteria Governing Preparation of Affiliation Reports,
Consolidated Business Reports and Consolidated Financial Statements of Affiliated Enterprises
(referred to as “Combined Financial Statements”). Also, the footnotes disclosed in the
Consolidated Financial Statements have fully covered the required information in such
Combined Financial Statements. Accordingly, the Company did not prepare any other set of

Combined Financial Statements than the Consolidated Financial Statements.

Very truly yours,

King Yuan Electronics Co., Ltd.

Chairman: C. K. Lee

March 4, 2022
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Buildjng a better E-3, No.1, Lixing 1st Rd., Hsinchu Science Park Fax: 886 3 688 6000
working world Hsinchu City, Taiwan, R.0.C. www.ey.com/taiwan

English Translation of a Report Originally Issued in Chinese

Independent Auditors’ Report

To the Board of Directors and Shareholders
of King Yuan Electronics Co., Ltd.

Opinion

We have audited the accompanying consolidated balance sheets of King Yuan Electronics Co., Ltd.
and its subsidiaries as of December 31, 2021 and 2020, and the related consolidated statements of
comprehensive income, changes in equity and cash flows for the years ended December 31, 2021 and
2020, and notes to the consolidated financial statements, including the summary of significant
accounting policies (together “the consolidated financial statements™).

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of King Yuan Electronics Co., Ltd. and its subsidiaries
as of December 31, 2021 and 2020, and their consolidated financial performance and cash flows for
the years ended December 31, 2021 and 2020, 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 and became effective 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 auditing standards generally accepted in
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 King Yuan Electronics Co., Ltd. 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. 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 2021 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
King Yuan Electronics Co., Ltd. and its subsidiaries recognized NT$33,759,389 thousand as net sales.

Their main activities are providing testing and assembly services that represented 88%, or
NT$29,660,396 thousand in the amount, of the net operating revenues.

Since the primary activities of King Yuan Electronics Co., Ltd. and its subsidiaries are providing
testing and assembly services, and the services comprise various wafers/integrated circuits testing
and assembly processing and rental of machinery, timing of revenue recognition may vary due to
varied nature of revenues that increases the complexity of the revenue recognition. Therefore, we
determined the matter to be a key audit matter.

Our audit procedures include (but are not limited to) assessing the appropriateness of the accounting
policy for revenue recognition; evaluating and testing the effectiveness of internal control relating to
the timing of revenue recognition, analyzing the reasonableness of gross margin by products,
performing cutoff testing for a period before and after the balance sheet date on a sampling basis,
performing test of details on selected samples, reviewing the significant terms of sales agreements
and examining relevant delivery documents, and reviewing the selected samples of the quantity,
specification, period and relevant documents of machinery services.

We also considered the appropriateness of the disclosures of sales. Please refer to Note 4 and Note 6
in notes to the consolidated financial statements.

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 the consolidated financial statements that are free
from material misstatement, whether due to fraud or error.
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In preparing the consolidated financial statements, management is responsible for assessing the ability
to continue as a going concern of King Yuan Electronics Co., Ltd. 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 King Yuan Electronics Co., Ltd. and its subsidiaries 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 King Yuan Electronics Co., Ltd. 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 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 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 on the basis of these
consolidated financial statements.

As part of an audit in accordance with auditing standards generally accepted in 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 King Yuan Electronics Co., Ltd. and its subsidiaries.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by management.
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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 King
Yuan Electronics Co., Ltd. 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 King Yuan Electronics Co., Ltd. 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 King Yuan Electronics Co., Ltd. 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.

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 2021 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.
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Others

We have audited and expressed an unqualified opinion on the parent company only financial
statements of King Yuan Electronics Co., Ltd. as of and for the years ended December 31, 2021 and
2020.

Kuo, Shao-Pin

Fuh, Wen-Fun

Ernst & Young, Taiwan
March 4, 2022

Notice to Readers
® The accompanying consolidated financial statements are intended only to present the financial position, results of
operations and cash flows in accordance with accounting principles and practices generally accepted in the Republic
of China 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.

® 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, Emst & 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 Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the years ended December 31, 2021 and 2020
(Amounts in thousands of New Taiwan Dollars, except for earnings per share)

Description Notes 2021 % 2020 %
Net sales 4, 6(16), 6(18), 7 $33,759,389 100 $28,959,304 100
Operating costs 4, 6(5), 6(8), 6(9), (23,407,322) (69) (21,005,316) (73)
6(13), 6(18), 6(19), 7
Gross profit 10,352,067 31 7,953,988 27
Operating expenses 4, 6(8), 6(9), 6(13),
6(17), 6(18), 6(19), 7
Selling expenses (363,529) 1) (387,045) 1)
Administrative expenses (2,178,521) (6) (1,710,532) (6)
Research and development expenses (1,202,856) 4 (1,202,520) 4
Expected credit losses (645) - (3,180) -
Total operating expenses (3,745,551) (11) (3,303,277) (11)
Operating income 6,606,516 20 4,650,711 16
Non-operating income and expenses 4,6(2), 6(7), 6(8),
6(20), 7
Interest income 22,692 - 19,335 -
Other income 320,231 1 260,488 1
Other gains and losses 227,074 - (23,928) -
Finance costs (343,526) 1) (379,039) )
Share of profit of associates accounted for using the 22,260 - 16,088 -
equity method
Total non-operating income and expenses 248,731 - (107,056) -
Net income before income tax 6,855,247 20 4,543,655 16
Income tax expense 4,6(22) (1,621,005) (5) (906,515) (3)
Net income 5,234,242 15 3,637,140 13
Other comprehensive income 4, 6(13), 6(21)
Items that will not be reclassified subsequently to
profit or loss:
Remeasurements of the defined benefit plan (53,368) - (45,906) -
Unrealized gains from equity instrument investments 2,101,279 6 2,056,310 7
measured at fair value through other comprehensive
income
Income tax related to components of other (419,982) 1) (403,570) 2
comprehensive income that will not be
reclassified to profit or loss
Items that will be reclassified subsequently to profit
or loss:
Exchange differences resulting from translating (41,254) - 105,729 -
the financial statements of foreign operations
Income tax related to components of other 8,448 - (21,145) -
comprehensive income that will be
reclassified to profit or loss
Other comprehensive income, net of tax 1,595,123 5 1,691,418 5
Total comprehensive income $6,829,365 20 $5,328,558 18
Net income attributable to :
Owners of the parent company $5,175,046 15 $3,636,653 13
Non-controlling interests 59,196 - 487 -
$5,234,242 15 $3,637,140 13
Total comprehensive income attributable to :
Owners of the parent company $6,769,183 20 $5,328,068 18
Non-controlling interests 60,182 - 490 -
$6,829,365 20 $5,328,558 18
Earnings per share(NT$) 4, 6(23)
Basic Earnings Per Share $4.23 $2.97
Diluted Earnings Per Share $4.18 $2.94

The accompanying notes are an integral part of the consolidated financial statements.
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English Translation of Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

1. Organization and Operation

King Yuan Electronics Co., Ltd. ("KYEC") was incorporated under the Company Law of the
Republic of China (“R.0.C) on May 28, 1987, and commenced operations on July 23, 1987. The
Company primarily engages in the business of design, manufacturing, selling, testing and
assembly service of integrated circuits, and also engages in manufacturing and selling of IC
Monitoring Burn-In machinery and related components. On May 9, 2001, the shares of KYEC
were listed on the Taiwan Stock Exchange. KYEC’s registered office and the main business
location is at No. 81, Sec. 2, Gongdaowu Road, Hsinchu City 300, Republic of China (R.O.C.).

2. Date and Procedures of Authorization of Financial Statements for Issue

The accompanying consolidated financial statements of KYEC and its subsidiaries (“the
Company”) were approved and authorized for issue by the Board of Directors on March 4, 2022.

3. Newly Issued or Revised Standards and Interpretations

(1) Change 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, 2021. The application of these new standards and
amendments had no material effect on the Company.

(2) Standards or interpretations issued, revised or amended, by International Accounting Standards
Board (“1ASB”) which are endorsed by FSC, but not yet adopted by the Company as at the end
of the reporting period are listed below:

Items

New, Revised or Amended Standards and Interpretations

Effective Date
Issued by IASB

Narrow-scope amendments of IFRS, including Amendments
to IFRS 3, Amendments to IAS 16, Amendments to 1AS 37
and the Annual Improvements

January 1, 2022
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English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

A. Narrow-scope amendments of IFRS, including Amendments to IFRS 3, Amendments to
IAS 16, Amendments to IAS 37 and the Annual Improvements

a. Updating a Reference to the Conceptual Framework (Amendments to IFRS 3)

The amendments updated IFRS 3 by replacing a reference to an old version of the
Conceptual Framework for Financial Reporting with a reference to the latest version,
which was issued in March 2018. The amendments also added an exception to the
recognition principle of IFRS 3 to avoid the issue of potential “day 2” gains or losses
arising for liabilities and contingent liabilities. Besides, the amendments clarify existing
guidance in IFRS 3 for contingent assets that would not be affected by replacing the
reference to the Conceptual Framework.

b. Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16)
The amendments prohibit a company from deducting from the cost of property, plant
and equipment amounts received from selling items produced while the company is
preparing the asset for its intended use. Instead, a company will recognise such sales
proceeds and related cost in profit or loss.

c. Onerous Contracts - Cost of Fulfilling a Contract (Amendments to 1AS 37)
The amendments clarify what costs a company should include as the cost of fulfilling a
contract when assessing whether a contract is onerous.

d. Annual Improvements to IFRS Standards 2018 - 2020

Amendment to IFRS 1
The amendment simplifies the application of IFRS 1 by a subsidiary that becomes a

first-time adopter after its parent in relation to the measurement of cumulative
translation differences.

Amendment to IFRS 9 Financial Instruments

The amendment clarifies the fees a company includes when assessing whether the terms
of a new or modified financial liability are substantially different from the terms of the
original financial liability.
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English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Amendment to Illustrative Examples Accompanying IFRS 16 Leases

The amendment to Illustrative Example 13 accompanying IFRS 16 modifies the
treatment of lease incentives relating to lessee’s leasehold improvements.

Amendment to 1AS 41
The amendment removes a requirement to exclude cash flows from taxation when

measuring fair value thereby aligning the fair value measurement requirements in IAS
41 with those in other IFRS Standards.

The abovementioned standards and interpretations were issued by IASB and endorsed by FSC
so that they are applicable for annual periods beginning on or after January 1, 2022 and have
no material impact on the Company.

(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 VVentures

B IFRS 17 “Insurance Contracts” January 1, 2023
C Classification of Liabilities as Current or Non-current —| January 1, 2023
Amendments to IAS 1
D Disclosure Initiative - Accounting Policies — Amendments to | January 1, 2023
IAS 1
Definition of Accounting Estimates — Amendments to IAS8 | January 1, 2023

Deferred Tax related to Assets and Liabilities arising from a | January 1, 2023
Single Transaction — Amendments to IAS 12

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
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English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

The amendments address the inconsistency between the requirements in IFRS 10
Consolidated Financial Statements and 1AS 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. 1AS 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 losses 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.

. 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. 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.
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English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

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. 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.

E. Definition of Accounting Estimates — Amendments to IAS 8

The amendments introduce the definition of accounting estimates and include 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.

F. 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 issued by IASB have not yet been 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 new or amended standards and
interpretations have no material impact on the Company.

4. Summary of Significant Accounting Policies

Statement of Compliance

The accompanying consolidated financial statements have been prepared in accordance with the
Regulations Governing the Preparation of Financial Reports by Securities Issuers (“the
Regulations”) and TIFRS as endorsed by FSC.
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English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Basis of Preparation

The accompanying consolidated financial statements have been prepared on a historical cost basis,
except for financial instruments that have been measured at fair value. The accompanying
consolidated financial statements are expressed in thousands of New Taiwan Dollars (“NT$”)
unless otherwise stated.

Basis of Consolidation

Preparation principle of consolidated financial statements

Control is achieved when the Company 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 Company controls an investee if and only if the Company 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 Company has less than a majority of the voting or similar rights of an investee, the
Company 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 Company’s voting rights and potential voting rights.

The Company 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 Company
obtains control, and continue to be consolidated until the date the Company ceases to control the
subsidiary. The financial statements of the subsidiaries are prepared for the same reporting period
with the parent company, using consistent accounting policies. All intra-group balances, income
and expenses, unrealized gains and losses and dividends resulting from intra-group transactions
are eliminated in full.
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English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

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
non-controlling interests even if this results in the non-controlling interests having a deficit
balance.

If the Company loses control of a subsidiary, it:

derecognizes the assets (including goodwill) and liabilities of the subsidiary;

derecognizes the carrying amount of any non-controlling interest;

recognizes the fair value of the consideration received,

recognizes the fair value of any investment retained,;

recognizes any surplus or deficit in profit or loss; and

reclassifies the parent’s share of components previously recognized in other comprehensive
income to profit or loss.

-~ ® o0 o

The consolidated entities are listed as follows:

Percentage of Ownership(%)

Investor Subsidiary Business nature 2021.12.31  2020.12.31
KYEC KYEC USA Corp. Sales agent and business 100.00 100.00
communication in USA

KYEC KYEC Investment General investing 100.00 100.00
International Co., Ltd.

KYEC KYEC Technology General investing 100.00 100.00
Management Co., Ltd.

KYEC KYEC Japan K.K. Manufacturing and sales of 89.83 89.83

electronic parts and
components, sales agent and

business communication in

Japan
KYEC KYEC SINGAPORE Sales agent and business 100.00 100.00
PTE. Ltd. communication in Southeast

Asia and Europe
KYEC King Ding Precision Manufacturing, selling and 100.00 100.00
Incorporated Company wholesale of electronics parts
and components and repairing
of electronics related products
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KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Percentage of Ownership(%)

Investor Subsidiary Business nature 2021.12.31  2020.12.31
KYEC Investment KYEC Microelectronics General investing 94.02 94.02
International Co., Ltd. Co., Ltd.
KYEC Technology KYEC Microelectronics General investing 5.98 5.98
Management Co., Ltd.  Co., Ltd.
KYEC King Long Technology Research and development, 92.46 100.00
Microelectronics (Suzhou) Ltd. (Note) design, manufacture, packaging,
Co., Ltd. testing, processing and

maintenance of semiconductor
integrated circuits, transistors,
electronic components,
electronic materials, analog or
hybrid automatic data
processors, solid-state memory
systems, heating ovens and
related products and
components. Integrated circuit
related technology transfer,
technical consultation, technical
services, sales of self-produced
products and provision of
related after-sales services
King Long Technology ~ Suzhou Zhengkuan R&D, production (assembly and 100.00 100.00
(Suzhou) Ltd. Technology Ltd. testing), processing of large-scale
integrated circuits for electronic
components, electronic materials,
analog or hybrid automatic data
processors, solid-state memory
systems, heating oven
controllers, etc., sales of self-
produced products, and provision
of relevant after-sales service;
integrated circuit related
technology transfer, technical

consultation, technical service
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English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Note:

On August 3, 2021, the Company's shareholders' meeting resolved to approve the proposal for
King Long Technology (Suzhou) Ltd. to launch an initial public offering of RMB denominated
ordinary shares(A-shares) on the Shanghai Stock Exchange or the Shenzhen Stock Exchange.

Foreign currency transactions

The Company’s consolidated financial statements are presented in NT$, which is also the parent
company’s functional currency. Each entity in the Company determines its functional currency
upon its primary economic environment 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 Company’s entities at their
respective functional currency rates prevailing at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are translated 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 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.
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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. The following partial disposals are accounted for
as disposals:

A. when the partial disposal involves the loss of control of a subsidiary that includes a foreign
operation; and

B. when the retained interest after the partial disposal of an interest in a joint arrangement or a
partial disposal of an interest in an associate that includes a foreign operation is a financial asset
that includes 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 non-controlling interests in that
foreign operation. In partial disposal of an associate or jointly 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.

Any goodwill and any fair value adjustments to the carrying amounts of assets and liabilities arising
on the acquisition of a foreign operation are treated as assets and liabilities of the foreign operation

and expressed in its functional currency.

Current and non-current distinction

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; or

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.
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All other assets are classified as non-current.

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; or

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.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, demand deposits and short-term, highly liquid
time deposits (including ones that have maturity within twelve months) or investments that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value.

Financial instruments

Financial assets and financial liabilities are recognized when the Company becomes a party to the
contractual provisions of the instrument.

Financial assets and financial liabilities within the scope of IFRS 9 “Financial Instruments” are
recognized initially at fair value plus or minus, in the case of investments not at fair value through
profit or loss, directly attributable transaction costs.

A. Financial instruments: Recognition and Measurement
The Company accounts for regular way purchase or sales of financial assets on the trade date.
The Company classifies 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.
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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.

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.

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 assets 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.
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Recognition of gain or loss on a financial asset measured at fair value through other

comprehensive income is described as below:

a. A gain or loss on a financial asset measured at fair value through other comprehensive
income is 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:

(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.

(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.

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 investments are recognized in profit or loss unless the dividends
clearly represent a recovery of part of the cost of investment.
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Financial assets measured at fair value through profit or loss

Financial assets are classified as measured at amortized cost or measured at fair value through
other comprehensive income based on aforementioned criteria. All other financial assets are
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.

. Impairment of financial assets

The Company recognizes a loss allowance for expected credit losses on debt instrument
investments measured at fair value through other comprehensive income and financial assets
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 does not reduce the carrying amount in the statement of financial position.

The Company 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 measured 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 Company 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 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 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.

. Derecognition of financial assets

A financial asset is derecognized when:

a. 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.

. 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 to the extent they are incremental costs directly attributable to
the equity transaction that otherwise would have been avoided.
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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.

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. Gains or losses
on the subsequent measurement of liabilities held for trading including interest paid are
recognized in profit or loss.

A financial liability is classified as held for trading if:

a. itisacquired 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. itis aderivative (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.

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 is 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.

Derivative financial instruments

The Company uses derivative instruments to hedge its foreign currency risks and interest rate risks.
A derivative is classified in the balance sheet as assets or liabilities at fair value through profit or
loss except for derivatives that are designated effective hedging instruments which are classified
as derivative financial assets or liabilities for hedging.

Derivative instruments are initially recognized at fair value on the date on which a derivative
contract is entered into and are subsequently remeasured at fair value. Derivatives are carried as
financial assets when the fair value is positive and as financial liabilities when the fair value is
negative. Any gains or losses arising from changes in the fair value of derivatives are taken directly
to profit or loss, except for the effective portion of hedges, which is recognized in either profit or
loss or equity according to types of hedges used.
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When the host contracts are either non-financial assets or liabilities, derivatives embedded in host
contracts are accounted for as separate derivatives and recorded at fair value if their economic
characteristics and risks are not closely related to those of the host contracts and the host contracts
are not designated at fair value though profit or loss.

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:

a. 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.

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 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.

Inventories

Inventories are valued at lower of cost and net realizable value item by item.

-185-



English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Costs incurred in bringing each inventory to its present location and condition are accounted for
as follows:

Raw materials — Purchase cost on 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.

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 and not within the scope of
inventories.

Investments accounted for using the equity method

The Company’s investment in its associates 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 an 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.
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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 affect 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 pro rata basis.

When the associate or joint venture issues new shares, 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 Pain in Capital
and investments 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 IAS
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
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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 goodwill impairment testing in IAS 36 “Impairment of Assets”.

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.

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
recognizes such parts as individual assets with specific useful lives and depreciation. The carrying
amount of those parts that are replaced is derecognized in accordance with the derecognition
provisions of 1AS 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.
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Depreciation is calculated on a straight-line basis over the estimated economic lives of the
following assets:

Buildings and facilities 20~31 years
Plant equipment 5~16 years
Machinery and equipment 2~ 8years
Transportation equipment 3~ 6 years
Office equipment 3~ 5years
Right-of-use assets (Note) 4~58 years
Leased assets 3~11 years
Leasehold improvements 10 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 assets’ residual values, useful lives and methods of depreciation are reviewed at each financial
year end and adjusted prospectively, if appropriate.

Leases

The Company assesses whether the 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 the contract, 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.
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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.

A. The 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.

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.
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After the commencement date, the Company measures the lease liability on an amortized 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 asset applying a cost model.

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 statement
of consolidated 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.
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B. The Company as a lessor

At inception of a contract, the Company classifies each of its leases as either an operating lease
or a finance lease. A lease is classified as a finance lease if it transfers substantially all the risks
and rewards incidental to ownership of an underlying asset. A lease is classified as an operating
lease if it does not transfer substantially all the risks and rewards incidental to ownership of an
underlying asset. At the commencement date, the Company recognizes assets held under a
finance lease in its balance sheet and presents them as a receivable at an amount equal to the
net investment in the lease.

For a contract that contains lease components and non-lease components, the Company
allocates the consideration in the contract applying IFRS 15.

The Company recognizes lease payments from operating leases as rental income on either a
straight-line basis or another systematic basis. Variable lease payments for operating leases that

do not depend on an index or a rate are recognized as rental income when incurred.

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.
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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.

A. Research and development costs

Research costs are expensed as incurred. Development expenditures, on an individual project,
are recognized as an intangible asset when the Company can demonstrate:

a. the technical feasibility of completing the intangible asset so that it will be available for use
or sale;

its intention to complete and its ability to use or sell the asset;

how the asset will generate future economic benefits;

the availability of resources to complete the asset; and

the ability to measure reliably the expenditure during development.

® o o o

Following initial recognition of the development expenditure as an asset, the cost model is
applied requiring the asset to be carried at cost less any accumulated amortization and
accumulated impairment losses. During the period of development, the asset is tested for
impairment annually. Amortization of the asset begins when development is complete and the
asset is available for use. It is amortized over the period of expected future benefit.

B. Computer software

The cost of computer software is amortized on a straight-line basis over the estimated useful
life (3~5 years).
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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 1AS 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.

Treasury shares

Acquisitions of the shares of the Company (treasury shares) are recognized at cost and deducted
from equity. Any difference between the carrying amount and the consideration, if reissues, is
recognized in capital surplus under equity.
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When the retirement of treasury shares, capital surplus — share premiums and share capital are
debited proportionately, gains on retirement of treasury shares should be recognized under existing
capital surplus arising from similar types of treasury shares; losses on retirement of treasury shares
should be offset against existing capital surplus form similar types of treasury shares. If there are
insufficient capital reserves to be offset against, then such losses should be accounted for under
retained earnings.

Revenue recognition

The Company’s revenues arising from contracts with customers are mainly rendering of
processing services and rental of testing machinery. The accounting policies are explained as
follows:

A. Rendering of services

The Company’s primary activity is to conduct testing and assembly services based on
customer’s specification demand. According to the customer contract, the ownership of the
work in process belongs to the customer. The customer controls the work in process when the
Company provides services to create or enhance it. Accordingly, the Company’s performance
obligation is satisfied over time and the Company, based on the consideration stated in the
customer contract (less estimated volume discount), recognizes service revenues over time. The
Company estimates the volume discounts using the expected value method based on historical
experiences. However, 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 and when
the uncertainty associated with the variable consideration is subsequently resolved. During the
period specified in the contract, refund liability is recognized for the expected volume
discounts.

The credit period of the Company’s service revenue is from 30 to 120 days. For most of the
contracts, when the Company transfers those processed assets 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 transferring those
processed assets to customers; therefore, there is no significant financing component to the
contract. For some of the contracts, the Company transfers those processed assets to customers
but does not have 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.
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B. Revenues from rental of machinery

The Company provides rental of testing machineries based on customers’ demand. According
to the contract, the Company provides tailored machineries to customers for testing purposes
for a certain period of time. During the contract period, those machineries are for the contracted
customers’ use only, and will not be mixed with other testing machineries. Meanwhile, during
the contract period, those machineries are still under control of the Company, the customer does
not have the right to control over or to direct the right of use of the rented machineries. Usually,
the unit rental price is fixed and is stated in the contract. Accordingly, the Company’s
performance obligations is satisfied over time and the Company recognizes revenues from
rental of the machinery by rental hours or testing volume multiplied by the fixed unit price, or
over the rental period on a straight line basis.

The credit period of the Company’s service revenues is from 30 to 120 days. For most of the
contracts, the Company recognizes trade receivables upon the completion of rental period.
These trade receivables usually have short period and no significant financing component is
arisen.

For some machinery rental contracts, prepayments are received from customers upon signing
the contract, the Company then has the obligation to provide the services subsequently.
Accordingly, these amounts are recognized as contract liabilities.

C. Sales of machinery

The Company manufactures and sells professional testing machinery. Those machineries must
be tested for specifications according to the contract signed by both parties before being
delivered to customers. The Company performs the specification test in accordance with the
contract and issues a machinery inspection report to the customer. After the customer’s
confirmation that the operating data and function of the machineries have met the specification
stated in the inspection report, the machinery can be delivered to the customer’s designated
location stated in the contract and the control of the machinery can be transferred. At this time,
the customer has the right to determine the sales channels and price of those testing machineries,
and has the ability to prevent other companies from directing the use and obtaining the benefits
of these products. Thus, the Company recognizes the revenue generated from the sales of
machineries.
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Considering the fact that assisting customers for the machinery installation and providing safety
guidance are not significant, so the Company issues an invoice with total consideration to the
customer and recognizes the amount as trade receivables upon the delivery of the machinery.
In addition, the period between the sales of machinery and the actual receipt of the payment is
within one year, therefore, there is no significant financing component. The Company provides
its customer with a warranty for refund for defectives products. Such warranty is accounted for
in accordance with 1AS 17 as liability provision.

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
when they occur. Borrowing costs consist of interest and other costs that an entity incurs in
connection with the borrowing of funds.

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.

Post-employment benefits

All regular employees of KYEC 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 KYEC. 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.
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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:

A. 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.

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.
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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 Company recognizes 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.

Income taxes

Income tax expense (income) 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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A. 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 unappropriated earnings is recognized as income tax expense in the
subsequent year when distribution proposal is approved by the shareholders’ meeting.

B. Deferred tax

Deferred tax is provided on temporary differences at the reporting date between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

a. where the deferred tax liability arises from the initial recognition of goodwill 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.

b. in respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, 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, the carry forward of unused
tax credits and unused tax losses can be utilized, except:

a. 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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b. in respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, 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 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 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 Company’s consolidated financial statements require management to make
judgements, 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 assumptions and estimates 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 Level 3 financial instruments

Where the fair value of financial assets and financial liabilities recorded in the balance sheet
cannot be derived from active markets, they are determined using valuation techniques
including the income approach (for example the discounted cash flows model) or 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. Revenue recognition - sales returns and discounts
The Company estimates sales returns and allowance based on historical experience and other
known factors at the time of sale, which reduces the operating revenue. In assessing the
aforementioned sales returns and allowance, on the basis of highly probable that a significant
reversal in the amount of cumulative revenue recognized will not occur. Please refer to Note 6.
(11) for more details.

6. Contents of Significant Accounts

(1) Cash and cash equivalents

December 31, December 31,

2021 2020
Cash on hand $750 $814
Checking and savings accounts 6,916,202 6,761,722
Time deposits 1,732,980 1,245,994
Total $8,649,932 $8,008,530

(2) Financial assets at fair value through other comprehensive income

December 31, December 31,
2021 2020
Equity instrument investments measured at fair value
through other comprehensive income- non-current
Listed company’s stocks $43,028 $28,117
Unlisted company’s stocks 6,503,449 4,418,446
Total $6,546,477 $4,446,563
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The Company has equity instrument investments measured at fair value through other
comprehensive income. Details on dividends recognized for the years of 2021 and 2020 are

as follows:

For the years ended
December 31

2021 2020
Related to investments held at the end of the reporting
period $85,016 $50,183
Related to investments derecognized during the
period - 783
Dividends recognized during the period $85,016 $50,966

In consideration of disposition or liquidation of certain investments according to the
Company’s investment strategy, the Company derecognized certain equity instrument
investments measured at fair value through other comprehensive income. Details on
derecognition of the investments for the years ended December 31, 2021 and 2020 are as
follows:

December 31, December 31,
2021 2020
The fair value of the investments at the date of
derecognition $1,365 $65,027
The cumulative gain (loss) on disposal $(326,125) 38,462

Financial assets at fair value through other comprehensive income were not pledged.
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Notes receivable
December 31, December 31,
2021 2020
Notes receivable from operating activities $7,706 $3,049
Less: loss allowance - -
Total $7,706 $3,049

Notes receivable were not pledged.

The Company adopted IFRS 9 for impairment assessment. Please refer to Note 6 (17) for more
details on accumulated impairment. Please refer to Note 12 for more details on credit risk.

Trade receivables and trade receivables from related parties

December 31, December 31,
2021 2020

Trade receivables $5,791,559 $4,190,171
Less: loss allowance (26,286) (25,180)
Subtotal 5,765,273 4,164,991
Trade receivables from related parties 2,151,913 1,724,951
Less: loss allowance - -
Subtotal 2,151,913 1,724,951
Total $7,917,186 $5,889,942

No trade receivables were pledged.
The receivables are generally on 30 to 120 days terms. Please refer to Note 6 (17) for more

details on loss allowance of trade receivables for the years ended December 31, 2021 and
2020. Please refer to Note 12 for more details on credit risk.
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(5) Inventories

December 31, December 31,

2021 2020
Raw materials $967,833 $719,695
Work in progress 308,687 200,562
Finished goods 94,953 60,712
Total $1,371,473 $980,969

The cost of inventories recognized in operating costs for the year ended December 31, 2021
amounted to NT$23,407,322 thousand, including the reversal gain of inventories of
NT$18,523 thousand, and scrap loss of NT$42,674 thousand, respectively. The reversal is due
to the fact that the previous write-down of inventories had been scrapped.

The cost of inventories recognized in operating costs for the year ended December 31, 2020
amounted to NT$21,005,316 thousand, including the write-down of inventories of NT$40,342
thousand, and scrap loss of NT$3,931 thousand, respectively.

No inventories were pledged.

(6) Prepayments

December 31, December 31,

2021 2020
Prepaid equipment $198,251 $336,191
Prepaid expenses 57,994 91,026
Input tax 27,735 41,895
Others 15,279 10,171
Total $299,259 $479,283
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(7) Investments accounted for using the equity method

(8)

December 31, 2021

December 31, 2020

Carrying Percentage Carrying Percentage

amount of ownership amount of ownership
Fixwell Technology Corp. $50,400 23.33% $46,981 23.33%
Wei Jiu Industrial Co., Ltd. 28,726 34.00% 22,875 34.00%
Total $79,126 $69,856

The Company’s investments in Fixwell Technology Corp. and Wei Jiu Industrial Co., Ltd. are

not individually material. The summarized financial information of the Company’s ownership

in those associates is as follows:

Net income
Other comprehensive income, net of tax

Total comprehensive income

The investments mentioned above were not pledged.

Property, plant and equipment

Owner occupied property, plant and equipment

Property, plant and equipment leased out under
operating leases

Total
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For the years ended

December 31

2021 2020
$22,260 $16,088
$22,260 $16,088

December 31,

December 31,

2021 2020
$45,442,522 $38,960,077
134,139 187,498
$45,576,661 $39,147,575
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English Translation of Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Cost:

As at January 1, 2021
Additions

Disposals

Transfers

Exchange differences

As at December 31, 2021

As at January 1, 2020
Additions

Disposals

Transfers

Exchange differences

As at December 31, 2020

Accumulated depreciation and
impairment:

As at January 1, 2021

Depreciation

Disposals

Transfers

Exchange differences

As at December 31, 2021

As at January 1, 2020
Depreciation

Disposals

Transfers

Exchange differences

As at December 31, 2020

Net carrying amounts as at:
December 31, 2021

December 31, 2020

B. Property, plant and equipment leased out under operating leases

Buildings and Machinery and
facilities equipment Total
$179,609 $253,103 $432,712
- (5,700) (5,700)
(11,140) 3,470 (7,670)
(53) - (53)
$168,416 $250,873 $419,289
$146,480 $220,026 $366,506
- 12,537 12,537
32,986 20,540 53,526
143 - 143
$179,609 $253,103 $432,712
$110,378 $134,836 $245,214
5,755 25,324 31,079
- (2,565) (2,565)
(7,537) 18,992 11,455
(33) - (33)
$108,563 $176,587 $285,150
$83,760 $171,214 $254,974
4,949 25,831 30,780
21,577 (62,209) (40,632)
92 - 92
$110,378 $134,836 $245,214
$59,853 $74,286 $134,139
$69,231 $118,267 $187,498
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English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

C. Capitalized borrowing costs of property, plant and equipment are as follows:

For the years ended December 31,

2021 2020
Construction in progress $43,685 $49,810
Capitalization rate of borrowing costs 0.87~ 1.02% 0.95~ 5.23%

D. The investing activities partially influenced the cash flow are as follows:

For the years ended December 31,

2021 2020
Acquisition of property, plant and equipment $15,133,352 $10,594,833
Net decrease (increase) in payables to
equipment suppliers (1,154,976) 340,188
Net decrease in other payables - related parties (15,249) -
Total $13,963,127 $10,935,021
For the years ended December 31,
2021 2020
Disposal of property, plant and equipment $333,988 $99,221
Net decrease (increase) in other receivables 2,135 (2,783)
Net decrease (increase) in other receivables -
related parties 5,455 (6,521)
Total $341,578 $89,917

E. In order to meet the needs of future operation and development, the Company decided to
purchase three lots of land and buildings located in Miaoli County for operational use. The
total purchase price was NT $850 million (including tax). As of December 31, 2020, the
Company has paid off the total consideration. The ownership transfer registration has been
completed in April 2021.

In order to meet the needs of future operation and development, the Company decided to
acquire the additional floors of the abovementioned buildings for production efficiency
improvement. The expected purchase price was NT $350 million (including tax). As of
December 31, 2021, the Company has paid off the total consideration. The ownership
transfer registration has been completed in April 2021. No such transaction occurred in
2020.
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(9)

English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

F. As of December 31, 2021 and 2020, the Company recognized an impairment loss of
NT$ 59,461 and NT$153,955 thousand, respectively, for certain machinery and equipment
which were either damaged or idle and could no longer be used.

G. Please refer to Note 8 for property, plant and equipment under pledges as collateral.

Intangible assets

Software
Cost:
As of January 1, 2021 $320,090
Additions from acquisitions 36,793
Disposals (70,163)
Exchange differences (341)
As of December 31, 2021 $286,379
As of January 1, 2020 $326,722
Additions from acquisitions 64,763
Disposals (72,287)
Exchange differences 892
As of December 31, 2020 $320,090
Amortization and impairment:
As of January 1, 2021 $233,648
Amortization 49,593
Disposals (70,163)
Exchange differences (298)
As of December 31, 2021 $212,780
As of January 1, 2020 $252,927
Amortization 52,193
Disposals (72,287)
Exchange differences 815
As of December 31, 2020 $233,648
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English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Net carrying amount as of:

December 31, 2021 $73,599
December 31, 2020 $86,442

Amortization expenses of intangible assets recognized are as follows:

For the years ended December 31,

2021 2020
Operating costs $19,775 $28,937
Selling and administrative expenses 23,357 18,403
Research and development expenses 6,461 4,853
Total $49,593 $52,193

(10) Short-term loan

Interest Rates December 31, December 31,

(%) 2021 2020

Unsecured bank loans 3.70~3.92% $566,856 $100,854

The Company’s unused short-term lines of credits amounted to NT$7,497,900 thousand and
NT$6,395,233 thousand as of December 31, 2021 and 2020, respectively.

(11) Other current liabilities

December 31, December 31,

2021 2020
Refund liabilities $398,110 $194,956
Receipts on behalf of others 482,752 380,540
Others 3,786 5,360
Total $884,648 $580,856
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English Translation of Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

(12) Long-term borrowings

As of December 31, 2021

Maturity
Lenders Nature Date Balance Terms of repayment
Shanghai Commercial Unsecured bank  2023.03.27 $40,151 Revolving Credit
Bank loans
Shanghai Commercial Unsecured bank  2024.03.15 885,760 Revolving Credit
Bank loans
Standard Chartered Unsecured bank  2023.06.30 332,160 Revolving Credit
Bank loans
Citibank Unsecured bank  2023.11.22 138,400 Revolving Credit
loans
Bank of China Unsecured bank ~ 2023.10.14 968,800 Revolving Credit
loans
Cathay United Bank Unsecured bank  2023.12.25 442,880 Revolving Credit
loans
Mizuho Bank Unsecured bank  2024.01.01 500,000 Revolving Credit
loans
Shin Kong Commercial Unsecured bank ~ 2024.12.15 138,400 Revolving Credit
Bank loans
Taiwan Business Bank Unsecured bank  2023.04.07 276,800 Revolving Credit
loans
Hua Nan Commercial ~ Unsecured bank  2023.04.09 138,400 Revolving Credit
Bank loans
Mega Bank Unsecured bank  2023.04.28 138,400 Revolving Credit
loans
Taishin Bank Unsecured bank  2025.06.03 1,106,636 Revolving Credit
loans
HSBC Taiwan Bank Unsecured bank  2024.09.28 110,720 Revolving Credit
loans
HSBC Taiwan Bank Unsecured bank  2024.12.20 58,967  50% of principal will be repaid
loans on December 21, 2023. The
remaining principal will be
repaid on maturity day.
HSBC Taiwan Bank Unsecured bank  2024.12.02 7,920 Repay at maturity

loans
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English Translation of Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Maturity
Lenders Nature Date Balance Terms of repayment
First Bank Unsecured bank  2026.07.01 830,400  25% of principal will be repaid
loans in 3 annual payments starting
from January 1, 2024. The
remaining principal will be
repaid on maturity day.
Yuanta Commercial Unsecured bank ~ 2025.06.22 811,983  50% of principal will be repaid
Bank loans on December 22, 2024. The
remaining principal will be
repaid on maturity day.
E. Sun Commercial Unsecured bank  2025.12.26 34,649  Repayable semi-annually starting
Bank loans from December 27, 2023.
KGI Bank Unsecured bank  2024.07.15 240,000  The principal will be repaid in 5
loans semi-annual payments starting
from July 15, 2022.
O Bank Unsecured bank  2025.02.07 171,429  The principal will be repaid in 7
loans semi-annual payments starting
from February 7, 2022.
Mega Bank Unsecured bank  2025.02.07 680,000  50% of principal will be repaid
loans on August 7, 2023. The
remaining principal will be
repaid on maturity day.
Chang Hwa Unsecured bank  2025.01.20 556,000  The principal will be repaid in 5
Commercial Bank loans semi-annual payments starting
from January 20, 2023.
Bank of Taiwan Unsecured bank  2024.01.20 600,000  50% of principal will be repaid
loans on July 20, 2022. The remaining
principal will be repaid on
maturity day.
First Bank Unsecured bank  2025.01.20 814,398  The principal will be repaid in 5

loans
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English Translation of Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Maturity
Lenders Nature Date Balance Terms of repayment
Far Eastern Bank Unsecured bank ~ 2023.02.07 600,000  Repay at maturity
loans
CTBC Bank Unsecured bank  2024.02.07 300,000  50% of principal will be repaid
loans on August 7, 2023. The
remaining principal will be
repaid on maturity day.
JihSun Bank Unsecured bank ~ 2024.03.12 500,000  50% of principal will be repaid
loans on September 12, 2023. The
remaining principal will be
repaid on maturity day.

Mega Bank and 17 Commercial 2023.12.06 2,500,000 Revolving credit. Renewable
others paper loans every three months. Credit has

not been fully utilized.

Mega Bank and 13 Commercial 2025.10.11 7,380,000 Revolving credit. Renewable
others paper loans every three months. Credit has

not been fully utilized.

Bank of Taiwan Secured bank 2024.02.01 1,485,029 Repayable in 6 semi-annual
and 6 others loans instalments from August 01,
(King Long) 2021.

Bank of Taiwan Secured bank 2025.01.05 710,438  Repayable in 6 semi-annual
and 8 others loans instalments from July 05, 2022.
(King Long)

Shanghai Commercial ~ Unsecured bank ~ 2022.05.23 69,180 Repayable in 4 semi-annual
Bank (King Long) loans instalments from December 5,

2020.

Taishin Bank Unsecured bank  2022.05.29 69,180 Repayable in 4 semi-annual

(King Long) loans instalments from December 5,
2020.

Taishin Bank Unsecured bank ~ 2024.12.27 276,720  Repayable in 4 semi-annual
(King Long) loans instalments from June 27, 2023.

Bank of Taiwan Unsecured bank  2022.07.17 177,891 Repayable in 7 quarterly

(King Long)

loans
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English Translation of Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Maturity
Lenders Nature Date Balance Terms of repayment

Shin Kong Commercial Unsecured bank  2022.07.17 184,480 Repayable in 3 semi-annual
Bank (King Long) loans instalments from July 17, 2021.

Yuanta Commercial Unsecured bank ~ 2022.08.12 138,360 Repayable in 6 quarterly
Bank (King Long) loans instalments from May 30, 2021.

O Bank (King Long) Unsecured bank ~ 2022.10.10 46,120  Repayable in 6 semi-annual

loans instalments from April 29, 2020.

E. Sun Bank Unsecured bank ~ 2022.10.11 138,360 Repayable in 4 semi-annual
(King Long) loans instalments from April 30, 2021.

Fubon Bank Unsecured bank ~ 2022.11.27 46,489  After paying US$480 thousand
(King Long) loans on May 28, 2021, repayable in 6

quarterly instalments.

Taiwan Cooperative Unsecured bank  2022.12.16 158,125  Repayable in 7 quarterly
Commercial Bank loans instalments from June 16, 2021.
(King Long)

HSBC Bank Unsecured bank ~ 2022.12.17 166,032  Repayable in 5 semi-annual
(King Long) loans instalments from December 31,

2020.

Chang Hwa Unsecured bank  2023.04.23 415,079  Repay at maturity
Commercial Bank loans
(King Long)

CTBC Bank Unsecured bank ~ 2023.05.08 117,606  Repayable in 4 semi-annual
(King Long) loans instalments of US$750 thousand

(except for the last payment
which is US$2,750 thousand)
from November 8, 2021.

Shanghai Commercial ~ Unsecured bank ~ 2022.11.07 69,180 Repayable in 4 semi-annual
Bank (Zhengkuan) loans instalments from May 7, 2022.

Subtotal 25,571,522

Less: current portion (2,017,322)

Less: arrangement fee (21,458)

Less: unamortized discount (15,497)

Total $ 23,517,245

Interest Rates
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English Translation of Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

As of December 31, 2020

Maturity
Lenders Nature Date Balance Terms of repayment
Shanghai Commercial Unsecured 2023.03.19 $911,360 Revolving Credit
Bank bank loans
Shanghai Commercial Unsecured 2022.03.27 375,105 Revolving Credit
Bank bank loans
Taishin Bank Unsecured 2023.02.07 1,300,000 Revolving Credit
bank loans
Mega Bank Unsecured 2022.09.18 313,280 Revolving Credit
bank loans
Land Bank Unsecured 2022.03.03 170,880 Revolving Credit
bank loans
First Commercial Bank Unsecured 2022.07.20 12,463 Revolving Credit
bank loans
MUFG Bank Unsecured 2022.12.04 56,960 Revolving Credit
bank loans
Bank of China Unsecured 2022.10.14 712,000 Revolving Credit
bank loans
Taiwan Business Bank Unsecured 2022.03.11 541,120 Revolving Credit
bank loans
Cathay United Bank Unsecured 2022.12.25 227,840 Revolving Credit
bank loans
HSBC Taiwan Bank Unsecured 2022.10.27 703,485 Revolving Credit
bank loans
Shin Kong Commercial Unsecured 2022.12.11 284,800 Revolving Credit
Bank bank loans
Mizuho Bank Unsecured 2023.01.01 500,000 Revolving Credit
bank loans
KGI Bank Unsecured 2024.07.15 400,000  The principal will be repaid in 5
bank loans semi-annual payments starting
from July 15, 2022.
O Bank Unsecured 2025.02.07 300,000  The principal will be repaid in 7
bank loans semi-annual payments starting
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English Translation of Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Maturity
Lenders Nature Date Balance Terms of repayment
Mega Bank Unsecured 2025.02.07 680,000  50% of principal will be repaid
bank loans on August 7, 2023. The
remaining principal will be
repaid on maturity day.

Chang Hwa Unsecured 2025.01.20 695,000  The principal will be repaid in 5
Commercial Bank bank loans semi-annual payments starting

from January 20, 2023.
Fubon Bank Unsecured 2023.02.07 800,000  50% of principal will be repaid
bank loans on August 7, 2022. The
remaining principal will be

repaid on maturity day.

Bank of Taiwan Unsecured 2024.01.20 1,200,000 50% of principal will be repaid

bank loans on July 20, 2022. The remaining
principal will be repaid on
maturity day.

First Commercial Bank Unsecured 2025.01.20 895,497  The principal will be repaid in 5

bank loans semi-annual payments starting
from July 20, 2022.
Far Eastern Bank Unsecured 2023.02.07 1,100,000 Repay at maturity
bank loans
CTBC Bank Unsecured 2024.02.07 300,000  50% of principal will be repaid
bank loans on August 7, 2023. The
remaining principal will be
repaid on maturity day.

Mega Bank Commercial 2023.12.06 5,680,000  Revolving credit. Renewable
and 17 others paper every three months. Credit has not

loans been fully utilized.

Mega Bank Commercial 2025.10.11 200,000  Revolving credit. Renewable
and 13 others paper every three months. Credit has not

loans been fully utilized.

Bank of Taiwan Secured bank 2024.02.01 1,799,746  Repayable in 6 semi-annual
and 6 others loans instalments from August 01,
(King Long) 2021.

Bank of Taiwan Secured bank 2025.01.05 310,912 Repayable in 6 semi-annual

and 8 others
(King Long)

loans
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KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Maturity
Lenders Nature Date Balance Terms of repayment
Shanghai Commercial ~ Unsecured 2022.05.23 213,657  Repayable in 4 semi-annual
Bank (King Long) bank loans instalments from December 5,
2020.

Taishin Bank Unsecured 2022.05.29 213,657  Repayable in 4 semi-annual

(King Long) bank loans instalments from December 5,
2020.

Bank of Taiwan Unsecured 2022.07.17 427,314  Repayable in 7 quarterly

(King Long) bank loans instalments from January 17,
2021.

Shin Kong Unsecured 2022.07.17 284,876  Repayable in 3 semi-annual
Commercial Bank bank loans instalments from July 17, 2021.
(King Long)

Yuanta Commercial Unsecured 2022.08.12 284,876  Repayable in 6 quarterly
Bank (King Long) bank loans instalments from May 30, 2021.

O Bank (King Long) Unsecured 2022.10.10 94,959  Repayable in 6 semi-annual

bank loans instalments from April 29, 2020.

E. Sun Bank Unsecured 2022.10.11 284,876  Repayable in 4 semi-annual
(King Long) bank loans instalments from April 30, 2021.

Fubon Bank Unsecured 2022.11.27 85,463  After paying US$160 thousand
(King Long) bank loans on May 28, 2021, repayable in 6

quarterly instalments.

Taiwan Cooperative Unsecured 2022.12.16 284,876  Repayable in 7 quarterly
Commercial Bank bank loans instalments from June 16, 2021.
(King Long)

HSBC Bank Unsecured 2022.12.17 341,851  Repayable in 5 semi-annual
(King Long) bank loans instalments from December 31,

2020.

Chang Hwa Unsecured 2023.04.23 427,314  Repay at maturity
Commercial Bank bank loans
(King Long)

CTBC Bank Unsecured 2023.05.08 142,438  Repayable in 4 semi-annual
(King Long) bank loans instalments of US$750 thousand
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English Translation of Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Maturity
Lenders Nature Date Balance Terms of repayment
HSBC Taiwan Bank Unsecured 2021.04.09 28,488  Repayable in 5 semi-annual
(Zhengkuan) bank loans instalments (except for the last
payment which is due in 5
months) from April 27, 2019.
KGI Bank Unsecured 2022.11.08 136,741  Repayable in 5 semi-annual
(Zhengkuan) bank loans instalments (except for the last
payment which is due in 3
months) from January 26, 2020.
Shanghai Commercial ~ Unsecured 2022.11.07 142,438  Repayable in 4 semi-annual
Bank (Zhengkuan) bank loans instalments from May 7, 2021.
Subtotal 23,864,272
Less: current portion (1,844,759)
Less: arrangement fee (42,717)
Less: unamortized discount (10,767)
Total $21,966,029

Interest Rates

0.50%~4.65%

a. Certain property, plant and equipment were pledged. Please refer to Note 8 for more details.
b. Please refer to Note 9 for the financial covenants during the loan period.

(13) Post-employment benefits

Defined contribution plan

The Company adopted a defined contribution plan in accordance with the Labor Pension Act
of the R.O.C. The Company has made monthly contribution of 6% of each individual
employee’s salaries or wages to employee’s pension accounts.

Subsidiaries located in the People’s Republic of China will contribute social welfare benefits
based on a certain percentage of employee’s salaries or wages to the employee’s individual

pension accounts.

Pension benefits for employees of overseas subsidiaries and branches are provided in

accordance with the local regulations.
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Pension expenses under the defined contribution plan for the years ended December 31, 2021
and 2020 were NT$338,317 thousand and NT$247,250 thousand, respectively.

Defined benefit plan

The Company adopts 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 15th
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
statements 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$17,659 thousand to its
defined benefit plan during the 12 months beginning December 31, 2021.

The maturities of the defined benefits plan as at December 31, 2021 and 2020 are both in
2025,
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Pension costs recognized in profit or loss for the years ended December 31, 2021 and 2020.

For the years ended December 31,

2021 2020
Current period service costs $5,791 $5,655
Interest income or expense 2,266 4,226
Overestimate (underestimate) 19 4)
Total $8,076 $9,877

Changes in the defined benefit obligation and fair value of plan assets are as follows:

For the years ended December 31,

2021 2020
Defined benefit obligation $902,431 $849,561
Plan assets at fair value (292,209) (283,105)
Other non-current liabilities - accrued pension
liabilities recognized on the consolidated balance
sheets $610,222 $566,456

Reconciliation of liability (asset) of the defined benefit plan is as follows:

Defined benefit  Fair value of plan  Benefit liability

obligation assets (asset)
As at January 1, 2020 $802,898 $(274,729) $528,169
Current period service costs 5,655 - 5,655
Net interest expense (income) 6,424 (2,198) 4,226
Subtotal 814,977 (276,927) 538,050
Remeasurements of the 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 56,665 - 56,665
Experience adjustments (1,354) - (1,354)
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Defined benefit  Fair value of plan  Benefit liability

obligation assets (asset)
Return on plan assets - (9,405) (9,405)
Subtotal 55,311 (9,405) 45,906
Payments from the plan (20,727) 20,727 -
Contributions by employer - (17,500) (17,500)
As at December 31, 2020 $849,561 $(283,105) $566,456
Current period service costs 5,791 - 5,791
Net interest expense (income) 3,398 (1,132) 2,266
Subtotal 858,750 (284,237) 574,513

Remeasurements of the net
defined benefit liability (asset):
Actuarial gains and losses
arising from changes in
demographic assumptions (2,110) - (2,110)
Actuarial gains and losses
arising from changes in

financial assumptions 31,335 - 31,335
Experience adjustments 28,135 - 28,135
Return on plan assets - (3,992) (3,992)
Subtotal 57,360 (3,992) 53,368

Payments from the plan (13,679) 13,679 -
Contributions by employer - (17,659) (17,659)
As at December 31, 2021 $902,431 $(292,209) $610,222

The following significant actuarial assumptions are used to determine the present value of the
defined benefit obligation:

December 31, December 31,

2021 2020
Discount rate 0.68% 0.40%
Expected rate of salary increases 2.00% 1.50%

-223-



English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

A sensitivity analysis for significant assumption as at December 31, 2021 and 2020 is shown

as below:
Effect on the defined benefit obligation
2021 2020
Increase in  Decrease in  Increase in  Decrease in
defined defined defined defined
benefit benefit benefit benefit
obligation obligation obligation obligation
Discount rate increase by 0.5% $- $(70,995) $- $(70,049)
Discount rate decrease by 0.5% 78,279 - 77,657 -
Future salary increase by 0.5% 76,821 - 76,376 -
Future salary decrease by 0.5% - (70,449) - (69,659)

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.

(14) Equity
A. Share capital
As of December 31, 2021 and 2020, KYEC’s authorized share capital was both
NT$15,000,000 thousand; issued share capital was both NT$12,227,451 thousand

(1,222,745 thousand shares), with par value of NT$10 per share. Each share has one voting
right and a right to receive dividends.
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B. Capital surplus

December 31, December 31,
2021 2020

Additional paid-in capital $333,919 $578,468

Arising from conversion of bonds 3,588,848 3,588,848

Treasury share transactions 390,101 390,101
Avrising from the exercise of employee restricted

shares 30,755 30,755

Changes in ownership interests in subsidiaries 541,511 -

Total $4,885,134 $4,588,172

According to the Company Act, the capital surplus shall not be used except for offset the

d

g
d

n

eficit of the company. When a company incurs no loss, it may distribute the capital surplus
enerated from the excess of the issuance price over the par value of share capital and
onations. The distribution could be made in cash to its shareholders in proportion to the
umber of shares being held by each of them.

C. Retained earnings and dividend policy

According to KYEC’s Articles of Incorporation, net profits for each fiscal year, if any,

shall be distributed in following order:

a.

b
C.
d
e

reserve for tax payments;

. offset prior year’s losses;

set aside 10% of the remaining amount after deducting items (a) and (b) as legal reserve;
. set aside or reverse special reserve in accordance with law and regulations; and

. the distribution of the remaining portion, if any, will be recommended by the Board of
Directors and resolved in the shareholders’ meeting.
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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. As the Company currently is
still in the growth stage, funding may be required in the near future for expansion.
Therefore, the current policy is to distribute cash dividends at no less than 20% of total
dividends to be distributed.

According to the Company Act, the Company needs to set aside amount to legal reserve
unless where such legal reserve amounts to the total authorized capital. The legal reserve
can be used to offset 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 by issuing
new shares or by cash in proportion to the number of shares being held by each of the
shareholders.

Pursuant to existing regulations, the Company is required to set aside additional special
reserve equivalent to the net debit balance of the other components of shareholders’ equity.
For any subsequent reversal of other net deductions from shareholders’ equity, the amount
reversed may be distributed.

Following the adoption of TIFRS, the FSC on April 6, 2012 issued Order No. Financial-
Supervisory-Securities-Corporate-1010012865, which sets out the following provisions for
compliance:

On a public company's first-time adoption of the TIFRS, for any unrealized revaluation
gains and cumulative translation adjustments (gains) recorded in shareholders’ equity that
the Company elects to transfer to retained earnings by application of the exemption under
IFRS 1, the Company shall set aside an equal amount of special reserve. Following a
company’s adoption of the TIFRS for the preparation of its financial reports, when
distributing distributable earnings, it shall set aside to special reserve, from the profit/loss
of the current period and the undistributed earnings from the previous period, 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 in the preceding point, 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.
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As of December 31, 2021 and 2020, special reserve set aside for the first-time adoption of
TIFRS amounted to NT$201,416 thousand.

The appropriations for earnings for 2020 and 2019 were resolved by the shareholders in its
meeting on August 3, 2021 and June 10, 2020, respectively. The appropriations and

dividends per share were as follows:

Appropriation of earnings Dividend per share (NT$)

2020 2019 2020 2019
Legal reserve $362,921 $297,659
Special reserve (200,990) (400,766)
Cash dividends-common stock 2,200,941 1,956,392 $1.80 $1.60
Total $2,362,872  $1,853,285

On August 3, 2021 and June 10, 2020, the shareholders’ meeting resolved to debit capital
surplus by NT$244,549 thousand and NT$244,549 thousand, respectively, and distribute
the same amounts of cash to shareholders.

Please refer to Note 6(19) for information regarding the employees’ compensation
(bonuses) and remuneration to directors.

. Non-controlling interests

For the years ended December 31,

2021 2020
Beginning balance $7,005 $6,515
Net gain attributable to non-controlling interests 59,196 487
Other comprehensive income, attributable to non-
controlling interests, net of tax:
Exchange differences resulting from translating
the financial statements of foreign operations 986 3
Changes in ownership interests in subsidiaries 626,706 -
Ending balance $693,893 $7,005
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(15) Share-based payment plans

Certain employees of the Company are entitled to share-based payment as part of their
remuneration. 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.

Restricted stocks plan for employees of subsidiaries

On May 17, 2021, the Board of Directors of King Long Technology (Suzhou) Ltd., (* King
Long ") resolved to issue registered capital of CNY$34,784,936, which can be granted to
qualified employees. Restricted stocks for employees with a total number of 12,502,187 units
and 22,282,749 units at the exercising prices of CNY$4.18 and CNY$7.42 per unit,
respectively. Restriction on the rights and vesting conditions of restricted stocks for
employees is as follows:

A. To issue registered capital of King Long with each unit.

B. During the vesting period, employees may not sell, pledge, transfer, give to another
person, create any encumbrance on, or otherwise dispose of, restricted employee shares,
excluding inheritance.

C. Before employees are allocated new shares with restricted employees' rights and the
acquired conditions have not been met, the voting rights of shareholders shall be
exercised by trust or centralized custodian institution in accordance with the contract.

D. Employee's continuous employment with the King Long through the vesting dates, with
no violation on any terms of the King Long’s employment agreement and employee
policies, are eligible to receive the vested shares.

E. The fair value information of restricted stocks for employees are as follows:

Cut-off date of  Total units of restricted Fair value per
Grant date lock-up period stocks issued Total unit outstanding unit
2021.05.20 2026.05.19 34,784,936 34,784,936 CNY$7.38

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. The
estimated compensation expenses amounted to NT$173,162 thousand in total based on
the vesting conditions and will be recognized during the vesting period.
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Assumptions used in calculating the fair value are disclosed as follows:

Restricted stocks for employees

Expected volatility (%) 44.88%
Risk free interest rate (%) 0.08%
Expected life (Year) 5 years

The expected life of the restricted stocks 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 restricted stocks is indicative of future trends, which may also
not necessarily be the actual outcome.

Share-based compensation expenses recognized for employee services received are
shown in the following table:

For the year ended December 31,
2021

Restricted stocks for employees $20,452

The Company did not modify or cancel any share-based payment plans for the years
ended December 31, 2021.

(16) Operating revenues

For the years ended December 31,

2021 2020
Assembly and testing processing revenues $29,660,396 $25,066,252
Revenues from rental of machinery 2,555,932 2,075,224
Rental income from property 25,237 26,010
Other operating revenues 1,517,824 1,791,818
Total revenues $33,759,389 $28,959,304

Relevant information of revenues from contracts with customers for the years ended
December 31, 2021 and 2020 are as follows:
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A. Disaggregation of revenues

For the years ended December 31,

Timing of revenue

Nature of revenues recognition 2021 2020
Rendering of services ~ Over time $29,660,396 $25,066,252
Revenues from rental of Over time

machinery 2,555,932 2,075,224
Rental income from On a straight-line basis

property or on a systematic

basis (Note) 25,237 26,010
Other operating revenues At a point in time 1,517,824 1,791,818
Total $33,759,389 $28,959,304

Note: Please refer to Note 6(18) for information regarding leases.
B. Contract balances

(a)Contract assets — current

December 31, December 31, January 1,
Nature of revenues 2021 2020 2020
Rendering of services $178,880 $202,972 $126,182

Please refer to Note 6(17) for more details on effect of impairment. Relevant information
of revenues from contracts with customers for the years ended December 31, 2021 and
2020 are as follows:

For the years ended December 31,

2021 2020
The opening balance transferred to trade
receivables $202,972 $126,182
Degree of completion measurement $178,880 $202,972
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(b)Contract liabilities - current

December 31, December 31, January 1,

Nature of revenues 2021 2020 2020
Revenues from rental of

machinery $- $11,591 $52,486
Assembly and testing

processing revenues 154,167 70,512 14,428
Other operating revenues 2,857 147,500 1,416
Total $157,024 $229,603 $68,330

The difference of the beginning and ending balances is the net effect of the completion
of performance obligations for old contracts signed before the opening date and new
contracts signed before the ending date.

(17) Expected credit losses

Operating expenses - expected credit losses

For the years ended December 31,

2021 2020
Contract assets $- $-
Notes receivable - -
Trade receivables 645 3,180
Total $645 $3,180

Please refer to Note 12 for more details on credit risk.

The Company measures the loss allowance of its contract assets and receivables (including
notes receivable and trade receivables) at an amount equal to lifetime expected credit losses.
The assessment of the Company’s loss allowance as at December 31, 2021 and 2020 are as

follows:

A. The gross carrying amount of contract assets is NT$178,880 thousand and NT$202,972
thousand, respectively. Expected credit loss ratio is estimated to be 0%.
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B. The Company considers the grouping of trade receivables by counterparties’ credit ratings,
geographical regions and industry sectors. Loss allowance is measured by using a provision
matrix. Details are as follows:

As at December 31, 2021

Not yet due Overdue
Group 1 (Note) 1-90 days 91-180days 181-365days >366 days Total
Gross carrying
amount $7,841,319 $84,082 $5,227 $1,373 $20  $7,932,021
Loss ratio -% -% 1% 2% 5%
Lifetime expected
credit losses (7,049) - (52) 27) 1) (7,129)
Subtotal 7,834,270 84,082 5,175 1,346 19 7,924,892
Not yet due Overdue
Group 2 (Note) 1-90 days 91-180days 181-365days >366 days Total
Gross carrying
amount 171 217 - 1,097 17,672 19,157
Loss ratio 100% -% -% 100% 100%
Lifetime expected
credit losses (171) (217) - (1,097) (17,672) (19,157)
Subtotal - - - - - -
Total $7,924,892
As at December 31, 2020
Not yet due Overdue
Group 1 (Note) 1-90 days  91-180days 181-365days >366 days Total
Gross carrying
amount $5,694,839 $189,765 $10,986 $1,115 $365  $5,897,070
Loss ratio -% -% 1% 2% 5%
Lifetime expected
credit losses (3,929) - (110) (22) (18) (4,079)
Subtotal 5,690,910 189,765 10,876 1,093 347 5,892,991
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Not yet due Overdue
Group 2 (Note) 1-90 days  91-180 days 181-365days _ >366 days Total
Gross carrying
amount $571 $- $- $45 $20,485 $21,101

Loss ratio 100% -% -% 100% 100%
Lifetime expected

credit losses (571) - - (45) (20,485) (21,101)
Subtotal - - - - - -
Total $5,892,991

Note: The Company’s notes receivable are not overdue.

The movement in the provision for impairment of contract assets, notes receivable, and trade
receivables for the years ended December 31, 2021 and 2020 is as follows:

Contract Notes Trade Other
assets receivable receivables receivables

Beginning balance as at January 1,
2021 $- $- $25,180 $23,149
Addition for the current period - - 645 -
Write off (Note) - - - -
Effect of changes in exchange rate 461 -
Ending balance as at December 31,

2021 $- $- $26,286 $23,149
Beginning balance as at January 1,
2020 $- $- $47,083 $-
Addition for the current period - - 3,180 -
Write off (Note) - - (1,941) -
Transfer - - (23,149) 23,149
Effect of changes in exchange rate - - 7 -
Ending balance as at December 31,

2020 $- $- $25,180 $23,149

Note: Although the Company wrote off the financial assets during 2021 and 2020, collection
activities are still underway.

-233-



English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

(18) Leases
A. The Company as a lessee
The Company leases land and buildings with lease terms ranging from 4 to 58 years. At
the end of the lease terms, the Company does not have the purchase option to acquire the
leasehold land and buildings.
The Company leases machinery and equipment for operational use with lease terms of 2
years. The Company has purchase options to acquire leasehold machinery and equipment
at the end of the lease terms.
The Company leases transportation equipment for operational use with lease terms of 3
years. The Company has purchase options to acquire leasehold transportation equipment

at the end of the lease terms.

The effect that leases have on the financial position, financial performance and cash flows
of the Company are as follows:

a. Amounts recognized in the balance sheet

(a) Right-of-use assets

The carrying amount of right-of-use assets

December 31, December 31,

2021 2020
Land $554,903 $576,345
Buildings 36,949 37,257
Machinery and equipment 72,922 714,630
Transportation equipment 13,122 -
Total $677,896 $1,328,232

-234-



English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

During the years ended December 31, 2021 and 2020, the Company’s additions to
right-of-use assets amounted to NT$24,275 thousand and NT$89,750 thousand,
respectively.

During the years ended December 31, 2021 and 2020, the Company exercised the
purchase options and transferred the right-of-use assets to machinery and
equipment in the amount of NT$538,273 thousand and NT$32,681 thousand,
respectively.

(b) Lease liabilities

December 31, December 31,

2021 2020
Lease liabilities- current $92,050 $310,144
Lease liabilities- non-current 492,615 566,437
Total $584,665 $876,581

Please refer to Note 6 (20)C for the interest on lease liabilities recognized during
the years ended December 31, 2021 and 2020, and refer to Note 12 (3) section E
Liquidity Risk Management for the maturity analysis for lease liabilities as at
December 31, 2021 and 2020.

b. Amounts recognized in the statement of profit or loss

Depreciation charge for right-of-use assets

For the years ended December 31,

2021 2020
Land $20,853 $20,867
Buildings 6,069 5,184
Machinery and equipment 103,436 102,055
Transportation equipment 1,640 -
Total $131,998 $128,106
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c. Income and costs relating to leasing activities

For the years ended December 31,

2021 2020
The expenses relating to short-term leases $100,462 $67,682
The expenses relating to leases of low-value
assets (not including the expenses relating
to short-term leases of low-value assets) 4,805 3,752
Total $105,267 $71,434

d. Cash outflows relating to leasing activities
During the years ended December 31, 2021 and 2020, the Company’s total cash
outflows for leases amounted to NT$427,287 thousand and NT$601,739 thousand,
respectively.

e. Other information relating to leasing activities

Extension and termination options

Some of the Company’s property rental agreements contain extension and termination
options. In determining the lease terms, the non-cancellable period for which the
Company has the right to use an underlying asset, together with periods covered by an
option to extend the lease if the Company is reasonably certain to exercise that option
and periods covered by an option to terminate the lease if the Company is reasonably
certain not to exercise that option. These options are used to maximize operational
flexibility in terms of managing contracts. The majority of extension and termination
options held are exercisable only by the Company.

After the commencement date, the Company reassesses the lease term upon the
occurrence of a significant event or a significant change in circumstances that is within
the control of the lessee and affects whether the Company is reasonably certain to
exercise an option not previously included in its determination of the lease term, or not
to exercise an option previously included in its determination of the lease term.

B. The Company as a lessor
The Company entered into commercial property leases with remaining terms between one
to two years. All leases include a clause to enable upward revision of the rental charge on

an annual basis according to prevailing market conditions.
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For the years ended December 31,

2021 2020
Lease income for operating leases
Income relating to fixed lease payments and
variable lease payments that depend on an index
or a rate $25,237 $26,010

Please refer to Note 6 (8) for relevant disclosure of property, plant and equipment for
operating leases under IFRS 16. For operating leases entered by the Company, the
undiscounted lease payments to be received and a total of the amounts for the remaining
years as at December 31, 2021 and 2020 are as follow:

December 31, December 31,

2021 2020
Not later than one year $17,175 $17,025
Later than one year and not later than five years 347 601
Total $17,522 $17,626

(19) Summary statement of employee benefits, depreciation and amortization expenses by function
for the years ended December 31, 2021 and 2020:

For the years ended December 31,
2021 2020
Operating | Operating Total Operating | Operating Total
costs expenses | amount costs expenses amount
Employee benefits expense
Salaries $5,399,164 | $1,422,375| $6,821,539 | $4,721,179| $1,307,172| $6,028,351
Labor and health insurance 443,706 79,745 523,451 403,209 78,411 481,620
Pension 262,216 84,177 346,393 195,103 62,024 257,127
Remuneration of directors - 56,934 56,934 - 38,212 38,212
Other employee benefits
expense 261,467 45,543 307,010 331,506 49,079 380,585
Total $6,366,553 | $1,688,774 | $8,055,327 | $5,650,997 | $1,534,898| $7,185,895
Depreciation $8,279,561 | $883,204| $9,162,765 | $7,657,092| $698,683| $8,355,775
Amortization $19,775 $29,818 $49,593 $28,937 $23,256 $52,193
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In accordance with the Articles of Incorporation, no higher than 1% of the profit of the current
year is distributable as remuneration to directors (including independent directors). However,
the Company’s accumulated losses shall have been covered (if any). 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. In addition, according to the
Company’s Articles of Incorporation, the remuneration paid to directors (including
independent directors) is determined based on the Company’s overall operating performance
with consideration of the contribution of each director to the Company and reference to
industry norm. The remuneration proposal shall be approved by more than half members of
the Compensation Committee and submitted to the Board of Directors for further approval.

According to the Company’s Articles of Incorporation and the Company Law, the
remuneration of the Company’s executives is determined based on the positions of the
executives, contribution to the Company’s operations, individual performance, and
consideration of the Company’s future risk and reference to the industry norm. The
remuneration is to be reviewed by the Compensation Committee for its plausibility and
submitted to the Board of Directors for resolution.

The employee’s compensation policy of the Company takes into account various factors such
as individual’s salary, rank, and performance evaluation, the industry norm and the
Company’s operating results, etc.

In accordance with the Articles of Incorporation, 8% to 10% of profit of the current year is
distributable as employees’ compensation and no higher than 1% of profit of the current year
is distributable as remuneration to directors. However, KYEC’s accumulated losses shall have
been covered (if any). KYEC 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 can be obtained from the “Market Observation Post System” on the website of the
TWSE.
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Based on profit of current period, KYEC estimated the amounts of the employees’
compensation and remuneration to directors for the year ended December 31, 2021 to be 8%
of profit of current period (or NT$569,336 thousand) and 0.8% of profit of current period (or
NT$56,934 thousand), respectively, which were recognized as salary expense. If the Board of
Directors resolved to distribute employees’ compensation in the form of stocks, then the
number of stocks distributed is calculated based on the closing price one day prior to the date
of resolution. If the estimated amounts differ from the actual distribution resolved by the
Board of Directors, the difference will be recognized in the profit or loss in the subsequent
year. A resolution was passed at a Board of Directors meeting held on March 4, 2022 to
distribute  NT$569,336 thousand and NT$56,934 thousand in cash as employees’
compensation and remuneration to directors, respectively, which were consistent with the
estimated amounts recognized for the year ended December 31, 2021.

Actual distribution of employees’ compensation and remuneration to directors of 2020
amounted to NT$382,118 thousand and NT$38,212 thousand, respectively. No material
differences exist between the estimated amount and the actual distribution of the employee
compensation and remuneration to directors for the year ended 31 December 2020.

(20) Non-operating income and expenses

A. Other income

For the years ended December 31,

2021 2020
Dividend income $85,016 $50,966
Government grant 108,392 76,551
Others 126,823 132,971
Total $320,231 $260,488
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B. Other gains and losses

Gain (loss) on disposal of property, plant and
equipment
Foreign exchange gains, net

Impairment losses — Property, plant and equipment

Others
Total

C. Finance costs

For the years ended December 31,

2021 2020
$164,810 $(15,524)
134,139 242,514

(59,461) (153,955)
(12,414) (96,963)
$227,074 $(23,928)

For the years ended December 31,

2021 2020
Interest expenses on borrowings from bank $331,880 $359,046
Interest expenses on lease liabilities 11,646 19,993
Total $343,526 $379,039
(21) Components of other comprehensive income
For the year ended December 31, 2021
Reclassification
Avrising adjustments Other Other
during the during the  comprehensive Incometax comprehensive
period period income expenses income, net of tax
Not to be reclassified to profit
or loss in subsequent
periods:
Remeasurements of defined
benefit plans $(53,368) $- $(53,368) $- $(53,368)
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Unrealized gains (losses)
from equity instrument
investments measured at
fair value through other
comprehensive income 2,101,279 -

To be reclassified to profit or

loss in subsequent periods:

Exchange differences
resulting from translating
the financial statements

of a foreign operations (41,254) -

2,101,279  (419,982) 1,681,297

(41,254) 8,448 (32,806)

Total other comprehensive

income $2,006,657 $-

$2,006,657 $(411,534) $1,595,123

For the year ended December 31, 2020

Reclassification

Arising adjustments
during the

period

during the
period

comprehensive Income tax

Other
comprehensive
income, net of tax

Other

income expenses

Not to be reclassified to profit
or loss in subsequent
periods:

Remeasurements of defined
benefit plans
Unrealized gains (losses)

$(45,906) $

from equity instrument

investments measured at
fair value through other
comprehensive income 2,094,772

To be reclassified to profit or

(38,462)

loss in subsequent periods:

Exchange differences
resulting from translating
the financial statements

of a foreign operations 105,729

$(45,906) $- $(45,906)

2,056,310  (403,570) 1,652,740

105,729 (21,145) 84,584

Total other comprehensive

income $2,154,595 $(38,462)

$2,116,133  $(424,715) $1,691,418
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(22) Income tax

The major components of income tax expense are as follows:

Income tax expense recognized in profit or loss

For the years ended December 31,

2021 2020
Current income tax expense:
Current income tax charge $1,224,207 $899,168
Adjustments in respect of current income tax of
prior periods (17,093) (198,244)
Deferred tax expense (income):
Deferred tax expense relating to origination and
reversal of temporary differences 413,891 205,591
Income tax expense recognized in profit or loss $1,621,005 $906,515

Income tax relating to components of other comprehensive income

For the years ended December 31,

2021 2020
Deferred tax expense (income):
Unrealized gains (losses) from equity instrument
investments measured at fair value through other
comprehensive income $419,982 $403,570
Exchange differences resulting from translating the
financial statements of foreign operations (8,448) 21,145
Income tax relating to components of other
comprehensive income $411,534 $424,715

Reconciliation between tax expense and the product of accounting profit multiplied by
applicable tax rates is as follows:
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For the years ended December 31,

2021 2020
Accounting profit before tax from continuing
operations $6,855,247 $4,543,655
Tax at the domestic rates applicable to profits in the
country concerned $1,371,049 $908,731
Tax effect of expenses not deductible for tax purposes (363,774) (150,106)
Tax effect of deferred tax assets/liabilities 413,891 205,591
Different tax rates application between the parent
company and subsidiaries 216,932 140,543
Adjustments in respect of current income tax of prior
periods (17,093) (198,244)
Total income tax expense recognized in profit or loss $1,621,005 $906,515
Deferred tax assets (liabilities) relate to the following:
For the year ended December 31, 2021
Recognized
Recognized in other Charged
Beginning in profit or comprehensive directlyto  Exchange Ending
balance loss income equity differences balance
Temporary differences
Unrealized exchange gains
and losses $(29,772) $1,251 $- $- $- $(28,521)
Impairment loss of goodwill 12,650 - - - - 12,650
Other impairment loss 35,393 (20,580) - - - 14,813
Depreciation difference for
tax purpose 23,235 9,232 - - - 32,467
Unrealized sales discount 38,991 40,631 - - - 79,622
Investments accounted for
using the equity method (200,006)  (375,570) - - - (575,576)
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Exchange differences
resulting from translating
the financial statements of
foreign operations

Unrealized investment gains
and losses

Others

Deferred tax income/ (expense)

Net deferred tax
assets/(liabilities)

Reflected in balance sheet as
follows:

Deferred tax assets

Deferred tax liabilities

For the year ended December 31, 2020

Temporary differences

Unrealized exchange gains
and losses

Impairment loss of goodwill

Other impairment loss

Depreciation difference for
tax purpose

Unrealized sales discount

Investments accounted for
using the equity method

Exchange differences
resulting from translating
the financial statements of

foreign operations
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89,259 - 8,448 - - 97,707
(438,190) (65,175) (419,982) - - (923,347)
28,095 (3,680) - - - 24,415
$(413,891) $(411,534) $- $-
$(440,345) $(1,265,770)
$227,623 $261,675
$667,968 $1,527,445
Recognized
Recognized in other Charged
Beginning  in profit or comprehensive directlyto  Exchange Ending
balance loss income equity differences balance
$(5,624)  $(24,148) $- $- $- $(29,772)
12,650 - - - - 12,650
11,054 24,339 - - - 35,393
24,219 (984) - - - 23,235
7,816 31,175 - - - 38,991
29,151 (229,157) - - - (200,006)
110,404 - (21,145) - - 89,259
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Unrealized investment gains

and losses (34,297) (323) (403,570) - - (438,190)

Others 11,540 16,555 - - - 28,095
Unused tax losses 23,048 (23,048) - - -
Deferred tax income/ (expense) $(205,591) $(424,715) $- $-

Net deferred tax
assets/(liabilities) $189,961 $(440,345)

Reflected in balance sheet as

follows:
Deferred tax assets $229,882 $227,623
Deferred tax liabilities $39,921 $667,968

The following table contains information of the unused tax losses of the Company:

Unused tax losses as at (Note)

Tax losses for ~ December 31, December 31, Expiration

Entities Year the period 2021 2020 year
Foreign

Subsidiaries 2014 $118,606 $- $37,471 2024

2015 134,650 - 135,449 2025

2016 40,531 27,705 40,771 2026

2017 32,269 32,269 32,461 2027

2018 75,458 75,458 75,906 2028

$135,432 $322,058

Note: Amounts are converted using the exchange rate at the balance sheet date for each year.

Unrecognized deferred tax assets

As of December 31, 2021 and 2020, deferred tax assets that have not been recognized
amounted to NT$33,858 thousand and NT$80,515 thousand, respectively.
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The assessment of income tax returns

As of December 31, 2021, the assessment of the income tax returns of the Company and its
subsidiaries is as follows:

Entities The assessment of income tax returns

KYEC Assessed and approved up to 2019
Subsidiary:

King Long Technology (Suzhou) Ltd. Filed up to 2020

Suzhou Zhengkuan Technology Ltd. Filed up to 2020

KYEC USA Corp. Filed up to 2020

KYEC Japan K.K. Filed up to 2020

KYEC SINGAPORE PTE. Ltd. Filed up to 2020

King Ding Precision Incorporated Company Assessed and approved up to 2019

(23) Earnings per share

Basic earnings per share is calculated by dividing net profit for the year attributable to ordinary
equity owners of the Company by the weighted average number of ordinary shares outstanding
during the year.

Diluted earnings per share is calculated by dividing the net profit attributable to ordinary
equity owners of the Company 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 years ended December 31,
2021 2020

A. Basic earnings per share
Profit attributable to ordinary equity owners of
the parent $5,175,046 $3,636,653

Weighted average number of ordinary shares
outstanding for basic earnings per share
(thousand share) 1,222,745 1,222,745

Basic earnings per share (NT$) $4.23 $2.97
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For the years ended December 31,
2021 2020

B. Diluted earnings per share
Profit attributable to ordinary equity owners of
the parent $5,175,046 $3,636,653
Weighted average number of ordinary shares
outstanding for basic earnings per share (in

thousands) 1,222,745 1,222,745
Effect of dilution:
Employee compensation—stock (in thousands) 14,512 13,079
Weighted average number of ordinary shares

outstanding after dilution (in thousands) 1,237,257 1,235,824
Diluted earnings per share (NT$) $4.18 $2.94

There have been no other transactions involving ordinary shares or potential ordinary shares
between the reporting date and the date the financial statements were issued.

(24) Changes in the ownership interest of subsidiaries

A. Not subscribe to the new shares proportionate to its original ownership interest

King Long Technology (Suzhou) Ltd. increased its capital by cash in August, 2021, and the
Company did not subscribe to the new shares proportionate to its original ownership interest
and its ownership was reduced to 92.46%. The increase in the investment amounted to
NT$1,147,767 thousand. The change of the ownership interest was accounted for as an equity
transaction:
For the year ended
December 31, 2021

Cash for capital increase $1,147,767
Increase in non-controlling interest (626,706)
Differences in equity capital surplus $521,061

B. Share-based payment plans

On May 17, 2021, Board of Directors of King Long Technology (Suzhou) Ltd. approved an
employee share-based payment compensation plan. The compensation cost was recognized
during the vesting period. Please refer to Note 6.(15) for relevant disclosures. The
abovementioned transaction effected the changes in the ownership interest of subsidiaries,
which were recorded as capital surplus in equity.
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7. Related Party Transactions

Information of the related parties that had transactions with the Company during the financial
reporting period is as follows:

A. Name and nature of relationship of the related parties

Name of the related parties Nature of relationship of the related parties

MediaTek Inc. The chairman of the Company and the chairman
of MediaTek Inc. are close relatives

Mediatek Singapore Pte. Ltd. Subsidiary of MediaTek Inc.

Airoha Technology Corp. Subsidiary of MediaTek Inc.

Airoha Technology (Suzhou) Limited Subsidiary of MediaTek Inc.

Other related parties (Note) Subsidiary of MediaTek Inc.

Fixwell Technology Corp. Associates

Wei Jiu Industrial Co., Ltd. Associates

Note: The Company's transactions with these companies are not material.
B. Significant transactions with related parties
(@) Operating income

For the years ended December 31,

2021 2020
MediaTek Inc. $5,044,632 $2,917,792
Mediatek Singapore Pte. Ltd. 3,098,723 2,214,857
Other related parties 737,953 405,734
Associates 5,626 5,585
Total $8,886,934 $5,543,968

Trading prices with related parties were determined through mutual agreement based on
the market demands. The trade credit terms with related parties were 45 to 90 days, while
the terms with non-related parties were 30 to 120 days. The outstanding balance due from
related parties as of December 31, 2021 and 2020 was unsecured, non-interest bearing and
must be settled in cash. The receivables from the related parties were not guaranteed.
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(b) The Company purchased inventories from associates. For the years ended December 31,
2021 and 2020, the purchase amounts were NT$164,287 thousand and NT$77,608
thousand, respectively. The purchase price was based on the market demands. The payment
terms with related parties were 30 days, while the terms with non-related parties were 30
to 120 days.

(c) The Company engaged an associate to perform machinery maintenance services. For the
years ended December 31, 2021 and 2020, related operating costs recognized amounted to
NT$313,541 thousand and NT$300,855 thousand, respectively.

(d) The Company paid rental expenses for renting machines from associates. For the years
ended December 2021 and 2020, the rental expenses amounted to NT$11,079 thousand
and NT$6,605 thousand, respectively. The rental price was based on the similar machine’s
rental price in the market. The payment terms with related parties were 30 to 90 days, while
terms with non-related parties were 0 to 30 days.

(e) Significant property transactions with related parties:

i. Disposal of property, plant and equipment

For the year ended For the year ended

December 31, 2021 December 31, 2020
Related party Sales price  Disposal gain  Sales price  Disposal gain
Associates $14,969 $4,613 $14,869 $5,678

The Company deferred the disposal gain derived from sales of property, plant and
equipment to related parties, and then recognized such gain over depreciable lives of the
disposed assets.

ii. Acquisition of property, plant and equipment

For the year ended For the year ended

December 31, 2021 December 31, 2020
Related party Purchase price Purchase price
Associates $190,112 $123,070
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The purchase price was determined through mutual agreement based on the market

demand.

Contract assets

Contract assets - current

Other related parties

MediaTek Inc.
Total

Less: loss allowance
Net

Trade receivables from related parties

MediaTek Inc.

Mediatek Singapore Pte. Ltd.
Other related parties
Associates

Less: loss allowance

Net

Other receivables from related parties

MediaTek Inc.

Other related parties
Fixwell Technology Corp.
Net
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December 31,

December 31,

2021 2020
$2,249 $-
$30 -
2,279 -
$2,279 $-

December 31,

December 31,

2021 2020
$1,127,631 $1,086,058
809,590 535,143
214,225 103,289
467 461
$2,151,913 $1,724,951

December 31,

December 31,

2021 2020
$4,361 $25,708
464 598
- 6,951
$4,825 $33,257
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Contract liabilities

MediaTek Inc.

Account payables to related parties

Wei Jiu Industrial Co., Ltd.
Associates
Total

Other payables to related parties

Fixwell Technology Corp.
Wei Jiu Industrial Co., Ltd.
Other related parties

Total

Other income

Associate

(m) Key management personnel compensation

Short-term employee benefits
Post-employment benefits
Total
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December 31,
2021

December 31,
2020

$178

$183

December 31,

December 31,

2021 2020

$19,961 $16,512
1,453 2,975

$21,414 $19,487

December 31,

December 31,

2021 2020
$75,127 $46,612
22,365 18,013
1,438 831
$98,930 $65,456

For the years ended December 31,

2021

2020

$141

$681

For the years ended December 31,

2021 2020

$189,086 $142,306
1,183 1,509

$190,269 $143,815
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8. Assets Pledged as Security
The following table lists assets of the Company pledged as security:

Carrying amount

December 31, December 31,
Items 2021 2020 Purpose of pledge

Other current financial assets $3 $4  L/C guarantee deposits
Other non-current financial assets 105,972 115,669  Customs clearance
Land 914,594 914,594  Long-term borrowings
Building and facility 2,053,506 1,740,093  Long-term borrowings
Machinery and equipment 8,004,788 8,199,112  Long-term borrowings
Construction-in-progress - 475,287  Long-term borrowings
Right-of-use assets 62,790 64,589  Long-term borrowings
Total $11,141,653 $11,509,348

9. Significant Contingent Liabilities and Unrecognized Commitments

As of December 31, 2021, the following contingencies and material commitments were not
included in the Company’s consolidated financial statements:

A. The Company's issued and outstanding letters of credit totaled approximately NT$497,089
thousand.

B. To construct the plant and factory premises, the Company had entered into several construction
contracts in an aggregate amount of NT$2,085,646 thousand with NT$1,385,914 thousand
already paid and NT$699,732 thousand remaining unpaid (promissory notes have been issued).

C. The promissory notes issued for secured bank loans amounted to NT$41,917,725 thousand.

D. The Company also provided guarantees to Suzhou Zhengkuan Technology Ltd.’s lines of
credit. The lines of credit were provided by The Shanghai Commercial & Savings Bank in the
amount of US$5,000 thousand.

E. The Company entered into loan agreements with Mega International Commercial Bank and
First Commercial Bank , the following financial covenants shall be maintained on an annual
basis during the period from 2020 to 2025:
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(@) Current ratio not less than 100%;
(b) Debt ratio not more than 150%;
(c) Interest coverage ratio no less than 300%.

The Company entered into a loan agreement with Far Eastern Int’l Bank, the following financial
covenants shall be maintained on a semi-annual and annual basis during the period from 2020
to 2023:

(a) Current ratio not less than 100%;

(b) Debt ratio not more than 150%;

(c) Interest coverage ratio no less than 300%.

The Company entered into a loan agreement with JihSun International Commercial Bank, the
following financial covenants shall be maintained on a semi-annual and annual basis during
the period from 2021 to 2024

(a) Current ratio not less than 100%;

(b) Debt ratio not more than 150%;

(c) Interest coverage ratio no less than 300%.

The Company entered into a loan agreement with Yuanta Commercial Bank, the following
financial covenants shall be maintained on a semi-annual and annual basis during the period
from 2021 to 2025:

() Current ratio not less than 100%;

(b) Debt ratio not more than 150%;

(c) Interest coverage ratio no less than 300%.

The Company entered into a syndicated loan agreement with 17 banks, led by Mega
International Commercial Bank of Taiwan, and the Company shall maintain the following
financial covenants on a semi-annual and annual basis during the period from 2018 to 2023:
(a) Current ratio not less than 100%;

(b) Debt ratio not more than 150%;

(c) Interest coverage ratio not less than 300%.

In the case of failure to adhere to the aforementioned financial covenants during the period from
2018 to 2023, Mega International Commercial Bank of Taiwan may assemble a meeting among
the banks to govern the matter to decide on a course of action or request for each bank’s written
approval for such course of action, when necessary.
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The Company entered into a syndicated loan agreement with 13 banks, led by Mega
International Commercial Bank of Taiwan, and the Company shall maintain the following
financial covenants on a semi-annual and annual basis during the period from 2020 to 2025:
(@) Current ratio not less than 100%;

(b) Debt ratio not more than 150%;

(c) Interest coverage ratio not less than 300%.

In the case of failure to adhere to the aforementioned financial covenants during the period from
2020 to 2025, Mega International Commercial Bank of Taiwan may assemble a meeting among
the banks to govern the matter to decide on a course of action or request for each bank’s written
approval for such course of action, when necessary.

The subsidiary of King Long Technology (Suzhou) Ltd. entered into a syndicated loan
agreement with 6 banks, led by Taiwan Bank in Shanghai branch, and the Company shall
maintain the following financial covenants on a semi-annual and annual basis during the period
from 2018 to 2024

(a)Current ratio not less than 100%;

(b)Debt ratio not more than 140%;

(c) Interest coverage ratio not less than 100%;
(d)Equity not less than CNY 800 million.

In the case of failure to adhere to the aforementioned financial covenants during the period from
2018 to 2024, Taiwan Bank in Shanghai branch may assemble a meeting among the banks to
govern the matter to decide on a course of action or request for each bank’s written approval
for such course of action, when necessary.

The subsidiary of King Long Technology (Suzhou) Ltd. entered into a syndicated loan
agreement with 8 banks, led by Taiwan Bank in Shanghai branch, and the Company shall
maintain the following financial covenants on a semi-annual and annual basis during the period
from 2019 to 2025:

(a)Current ratio not less than 100%;

(b)Debt ratio not more than 140%;

(c) Interest coverage ratio not less than 100%;

(d)Equity not less than CNY 800 million.
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In the case of failure to adhere to the aforementioned financial covenants during the period from
2019 to 2025, Taiwan Bank in Shanghai branch may assemble a meeting among the banks to
govern the matter to decide on a course of action or request for each bank’s written approval

for such course of action, when necessary.

As of December 31, 2021, the Company did not violate any financial covenants.

10. Losses due to Major Disasters
None.
11. Significant Subsequent Events
None.
12. Others
(1) Categories of financial instruments

A. Categories of financial instruments

December 31,

December 31,

2021 2020
Financial assets
Financial assets at fair value through other
comprehensive income $6,546,477 $4,446,563
Financial assets measured at amortized cost (Note) 17,086,494 14,292,601
Total $23,632,971 $18,739,164
Financial liabilities
Financial liabilities at amortized cost:
Short-term borrowings $566,856 $100,854
Payables (including related parties) 1,150,624 1,141,877
Other payables (including related parties) 5,608,979 3,603,401
Long-term loans (including current portion) 25,534,567 23,810,788
Lease liabilities 584,665 876,581
Guarantee deposits 33,851 2,755
Total $33,479,542 $29,536,256

-255-




(2)

3)

English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Note: Includes cash and cash equivalents, notes receivable, trade receivables (including
related parties), other receivables (including related parties), other financial assets and
refundable deposits.

Financial risk management objectives

The objective of the Company’s financial risk management is mainly to manage the market
risk, credit risk and liquidity risk derived from its operating activities. The Company
identified, measured and managed the aforementioned risks based on the Company’s policy
and risk tendency.

The Company has established appropriate policies, procedures and internal controls for
financial risk management. The plans for material treasury activities are reviewed by Board
of Directors and Audit committee in accordance with relevant regulations and internal
controls. The Company complies with its financial risk management policies at all times.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of the changes in market prices. Market prices comprise foreign currency
risk, interest rate risk and other price risk (such as equity risk).

In practice, it is rarely the case that a single risk variable will change independently from
other risk variables, there are usually interdependencies between risk variables. However,
the sensitivity analysis disclosed below does not take into account the interdependencies
between risk variables.

A. 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 revenues or expenses are denominated in a
different currency from the Company’s functional currency) and the Company’s net
investments in foreign operations.

Some receivables and payables are denominated in the same foreign currency, and it will
result in economic hedging effect. Further, net investments in foreign operations are
primary for strategic purposes, and they are not hedged by the Company.
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The Company's sensitivity analysis to foreign currency risk mainly focuses on foreign
currency monetary items at the end of the reporting period. The Company’s foreign
currency risk is mainly from the volatility in the exchange rates of US$ and CNY. The
sensitivity analysis is as follows:

When NT$ appreciates or depreciates against US$ by 1%, the profit for the years ended
December 31, 2021 and 2020 would have increased/decreased by NT$24,631 thousand
and NT$33,527 thousand, respectively.

When NT$ appreciates or depreciates against CNY by 1%, the profit for the years ended
December 31, 2021 and 2020 would have decreased/increased by NT$1,843 thousand
and NT$9,081 thousand, respectively.

. 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 the
risk of changes in market interest rates relates primarily to the Company’s loans and
receivables at variable interest rates, bank borrowings with fixed interest rates and
variable interest rates.

The Company manages its risk by having a balanced portfolio of financial instruments
with fixed and floating interest rates. The Company did not apply hedging accounting
since such hedging activities did not qualify for criteria of hedge accounting.

The Company’s sensitivity analysis to interest rate risk mainly focuses on items exposed
to interest rate risk at the end of the reporting period, including investments with floating
interest rates and bank borrowings with floating rates. Assuming investments and bank
borrowings had been outstanding for the entire period and all other variables were
constant, a hypothetical increase/decrease of 10 basis points of interest rate in a reporting
period would have resulted in a decrease/increase in profit by NT$26,138 thousand and
NT$23,965 thousand for the years ended December 31, 2021 and 2020, respectively.
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C. Equity price risk

The Company’s equity investments, including listed and unlisted equity securities, are
exposed to market price risk arising from uncertainties of future values of equity
securities. The Company’s investments in listed and unlisted equity securities are
classified under financial assets at fair value through other comprehensive income. The
Company manages the equity price risk through diversification and placing limits on
individual and total equity investments. Reports on the equity portfolio are submitted to
the Company’s senior management on a regular basis. The Company’s Board of Directors
reviews and approves certain significant equity investments according to level of
authority.

At the reporting date ended December 31, 2021 and 2020, a change of 20% in the price
of the listed equity securities classified under equity instrument investments measured at
fair value through other comprehensive income would have impact of NT$8,606 thousand
and NT$5,623 thousand on the equity attributable to the Company.

Please refer to Note 12(3) section H 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.

D. Credit risk management

Credit risk is the risk that 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 contract assets, trade receivables and notes receivable) and from its
financing activities (including bank deposits and other financial instruments).

Customer credit risk is managed by each business unit subject to the Company’s
established policy, procedures and controls relating to customer credit risk management.
Credit limits are established for all customers based on their financial position, rating
from credit rating agencies, historical experience, prevailing economic condition and the
Company’s internal rating criteria, etc. Certain customer’s credit risk will also be
managed by taking credit enhancing procedures, such as requesting for prepayment and
insurance.

As of December 31, 2021 and 2020, receivables from top ten customers represented 48%

and 48% of the total trade receivables of the Company, respectively. The credit
concentration risk of other accounts receivable was insignificant.
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The Company manages its exposure to credit risk arising from bank deposits, fixed
income securities and other financial instruments in accordance with established group
policies. Since the counter-parties are selected reputable financial institutions and
companies, the Company believes its exposure to credit risk is not significant.

. Liquidity risk management

The Company maintained financial flexibility through the holding of cash and cash
equivalents, investments in securities with high liquidity, and facilities of bank
borrowings. The table below summarizes the maturity profile of the Company’s financial
liabilities based on the contractual undiscounted payments and contractual maturity, and
the payment amount also includes the contractual interest. The undiscounted payment
relating to borrowings with variable interest rates is extrapolated based on the estimated
interest rate yield curve as of the end of the reporting period.

Non-derivative financial instruments

December 31, 2021

Borrowings

Less than Longer than
1 year lto2years 2to3years 3to4years 4 years Total
$6,759,603 $- $- $- $-  $6,759,603
2,854,313 8,554,285 4,617,292 10,469,870 418,026 26,913,786
Lease liabilities (Note) 92,050 28,894 29,501 22,906 411,314 584,665

December 31, 2020

Borrowings

$4,745,278 $- $- $- $-  $4,745,278
2,207,096 8,543,302 10,888,485 2,074,113 963,275 24,676,271
Lease liabilities (Note) 310,144 85,396 22,189 22,662 436,190 876,581

Notes: Information about the maturities of lease liabilities is provided in the table below:

Maturities Period

Less than
Lease liabilities 1 year lto5years 6tol0years >10 years Total
December 31, 2021 $92,050 $99,337 $88,142 $305,136 $584,665
December 31, 2020 $310,144 $153,194 $108,107 $305,136 $876,581
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F. Reconciliation of liabilities arising from financing activities

Reconciliation of liabilities for year ended December 31, 2021:

As of January 1, 2021

Cash flows

Non-cash changes
Syndicated loan issuance costs
Amortization on bonds payable
Additions to right-of-use assets
Remeasurement of lease

liabilities

Foreign exchange movement

As of December 31, 2021

Total liabilities

Short-term Long-term Lease from financing
borrowings loans liabilities activities

$100,854  $23,810,788 $876,581 $24,788,223
466,557 1,866,505 (310,374) 2,022,688

- 21,654 - 21,654
- (4,730) - (4,730)

- - 24,275 24,275
- - (1,611) (1,611)
(555) (159,650) (4,206) (164,411)
$566,856  $25,534,567 $584,665 $26,686,088

Reconciliation of liabilities for year ended December 31, 2020:

As of January 1, 2020

Cash flows

Non-cash changes
Syndicated loan issuance costs
Amortization on bonds payable
Additions to right-of-use assets
Remeasure adjustment of lease

liabilities

Foreign exchange movement

As of December 31, 2020

Total liabilities

Short-term Long-term Lease from financing
borrowings loans liabilities activities

$493,383  $20,328,045  $1,278,243 $22,099,671
(390,244) 3,722,800 (510,312) 2,822,244
- 19,333 - 19,333

- (3,765) - (3,765)
- - 89,750 89,750
- - 25,202 25,202

(2,285) (255,625) (6,302) (264,212)
$100,854  $23,810,788 $876,581 $24,788,223
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G. 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:

(@)

(b)

()

(d)

The carrying amount of cash and cash equivalents, accounts receivable, accounts
payable and other payables approximate their fair value due to their short
maturities.

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 at
the reporting date.

Fair value of equity instruments without market quotations (including private
placement of listed equity securities, unquoted public company and private
company equity securities) are estimated using the market method valuation
techniques based on parameters such as prices based on market transactions of
equity instruments of identical or comparable entities and other relevant
information (for example, inputs such as discount for lack of marketability, P/E
ratio of similar entities and Price-Book ratio of similar entities).

Fair value of debt instruments without market quotations, bank loans and other
non-current liabilities are determined based on the counterparty prices or valuation
method. The valuation method uses DCF method as a basis, and the assumptions
such as the interest rate and discount rate are primarily based on relevant
information of similar instruments.

b. Fair value of financial instruments measured at amortized cost

The carrying amounts of the Company’s financial assets and financial liabilities
measured at amortized cost approximate their fair value.
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c. Fair value measurement hierarchy for financial instruments

Please refer to Note 12(3) section H for fair value measurement hierarchy for financial
instruments of the Company.

H. 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 assets or liabilities, either directly or indirectly.

Level 3: Unobservable inputs for the assets or liabilities.

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 measured at fair value on a non-recurring basis;

the following table presents the fair value measurement hierarchy of the Company’s
assets and liabilities on a recurring basis:
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December 31, 2021

Level 1 Level 2 Level 3 Total

Financial assets at fair value
through other
comprehensive income
Equity instruments
measured at fair value
through other
comprehensive income $43,028 $- $6,503,449 $6,546,477

December 31, 2020

Level 1 Level 2 Level 3 Total

Financial assets at fair value
through other
comprehensive income
Equity instruments
measured at fair value
through other
comprehensive income $28,117 $- $4,418,446 $4,446,563

Reconciliation for fair value measurements in Level 3 of the fair value hierarchy for
movements during the period is as follows:

For the year ended December 31, 2021 :
Assets
At fair value through other
comprehensive income

Stocks
Beginning balance as at January 1, 2021 $4,418,446
The fair value of the investments of derecognition (1,365)
Total gains and losses recognized for the year ended
December 31, 2021:
Amount recognized in OCI (presented in
“unrealized gains (losses) from equity
instrument investments measured at fair value
through other comprehensive income”) 2,086,368
Ending balance as at December 31, 2021 $6,503,449
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Financial assets:

For the year ended December 31, 2020 :
Assets
At fair value through other
comprehensive income

Stocks
Beginning balance as at January 1, 2020 $2,400,157
Total gains and losses recognized for the year ended
December 31, 2020:
Amount recognized in OCI (presented in
“unrealized gains (losses) from equity
instrument investments measured at fair value
through other comprehensive income”) 2,018,289
Ending balance as at December 31, 2020 $4,418,446

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 at December 31, 2021

Financial assets at fair
value through other

comprehensive
income
Stocks

Stocks

Significant Relationship
Valuation ~ unobservable Quantitative between inputsand Sensitivity of the input to
techniques inputs information fair value fair value
Assets Discount for 10% The higher the 10% increase/decrease in
approach lack of discount for lack of the discount for lack of
marketability marketability, the  marketability would result
lower the fair value in decrease/increase in the
of the stocks Company’s equity by
NT$714,919 thousand.
Markets P/E, P/B, 30% The higher the 10% increase/decrease in
approach EV/EBITDA, proportion of the discount for lack of
EV/EBIT similar quantified  marketability would result
and EV/Sales information, the in decrease/increase in the

higher the fair value Company’s equity by
of the stocks NT$9,883 thousand.
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As at December 31, 2020

Significant Relationship
Valuation  unobservable Quantitative between inputs and  Sensitivity of the input to
Financial assets: techniques inputs information fair value fair value
Financial assets at fair
value through other
comprehensive
income
Stocks Assets Discount for 10% The higher the 10% increase/decrease in
approach lack of discount for lack of the discount for lack of
marketability marketability, the  marketability would result
lower the fair value in decrease/increase in the
of the stocks Company’s equity by
NT$489,775 thousand.
Stocks Markets P/E, P/B, 30% The higher the 10% increase/decrease in
approach EV/EBITDA, proportion of similar the discount for lack of
EV/EBIT quantified marketability would result
and EV/Sales information, the in decrease/increase in the

higher the fair value

of the stocks

Company’s equity by
NT$1,495 thousand.

Valuation process used for fair value measurements categorized within Level 3 of the

fair value hierarchy

The Company’s Finance 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 Department analyses the
movements in the values of assets and liabilities which are required to be re-measured

or re-assessed as per the Company’s accounting policies at each reporting date.

-265-



English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

. Significant assets and liabilities denominated in foreign currencies

Information regarding the significant assets and liabilities denominated in foreign
currencies is listed below:

December 31, 2021
Foreign Currency NT$

(thousand) Exchange rate (thousand)

Monetary financial assets

US$ $254,361 27.68 $7,040,714
CNY 787,799 4.344 3,422,198
JPY 870,111 0.2405 209,262
Monetary financial liabilities

US$ 343,348 27.68 9,503,862
CNY 745,364 4.344 3,237,863
JPY 927,990 0.2405 223,182

December 31, 2020
Foreign Currency NT$

(thousand) Exchange rate (thousand)

Monetary financial assets

US$ $190,855 28.48 $5,435,546
CNY 768,237 4.377 3,362,575
JPY 440,924 0.2763 121,827
Monetary financial liabilities

US$ 308,578 28.48 8,788,289
CNY 560,758 4.377 2,454,439
JPY 277,443 0.2763 76,657

Functional currencies of entities of the Company are varied. Accordingly, the Company
is not able to disclose the information of exchange gains and losses of monetary financial
assets and liabilities by each significant asset and liability denominated in foreign
currencies. The foreign exchange gains were NT$134,139 thousand and NT$242,514
thousand for the years ended December 31, 2021 and 2020, respectively.
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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.

. The impact of the COVID-19 pandemic on the Company

Since the outbreak of COVID -19, the pandemic has been controlled appropriately in the
countries where the Company's main operations and production are located. Therefore,
no significant impact was incurred on the Company due to the pandemic.

Near the end of May 2021, a foreign migrant worker cluster infection occurred at the
Company's premises. The Company, following the guidance from the Central Epidemic
Command Center, decisively adopted series of measures to contain the infection. The
measures included quarantine of infected workers, 48 hours production suspension and
load reduction, etc. It is estimated that this cluster infection reduced approximately 30%
of the Company's monthly sales in June 2021. Other than this one-time impact, COVID-
19 does not have any significant impact on the Company's going concern basis, funding
ability and operations.

13. Additional Disclosures

(1) The following are additional disclosures for the Company and its affiliates as required by the
R.O.C. Securities and Futures Bureau for the year ended December 31, 2021:

A.

B.
C.
D.

Financing provided to others: None.

Endorsement/Guarantee provided to others: Please refer to Attachment 1.

Securities held as of December 31, 2021: Please refer to Attachment 2.

Individual securities acquired or disposed of with accumulated amount exceeding the lower
of NT$300 million or 20 percent of the capital stock: None.
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E. Acquisition of individual real estate with amount exceeding the lower of NT$300 million or
20 percent of the capital stock: Please refer to Attachment 3.

F. Disposal of individual real estate with amount exceeding the lower of NT$300 million or 20
percent of the capital stock: None.

G. Related party transactions for purchases and sales amounts exceeding the lower of NT$100
million or 20 percent of the capital stock: Please refer to Attachment 4.

H. Receivables from related parties with amounts exceeding the lower of NT$100 million or 20
percent of capital stock: Please refer to Attachment 5.

I.  Financial instruments and derivative transactions: None.

J. Parent-subsidiary relationship between business dealings and important circumstances: Please
refer to Attachment 6.

(2) Information on investees

Information regarding investee companies over which the Company can exercise significant
influence or control: Please refer to Attachment 7.

(3) Investment in Mainland China: Please refer to Attachment 6 and Attachment 8.

(4) Major shareholders information: There is no shareholder who owns above 5% securities of
the Company as at December 31, 2021 -

14. Segment Information

A. General information

The main revenue stream of the Company comes from testing and assembly services. The chief
operating decision maker reviews the overall operating results to make decisions about
resources to be allocated to and evaluates the overall performance. Therefore, the Company is
aggregated into a single segment.
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B. Regional information

(a) From external customer revenue:

Taiwan

Asia

North America
Others

Total

(b)Non-current assets information is as follows:

Taiwan
Asia
Others
Total

(c) Important customer information

For the years ended December 31,

2021 2020
$11,539,373 $8,184,190
15,345,062 14,551,928
6,243,330 5,565,380
631,624 657,806
$33,759,389 $28,959,304

December 31,

December 31,

2021 2020
$35,221,439 $32,645,996
11,089,124 7,893,696
17,593 22,557
$46,328,156 $40,562,249

For the years ended December 31, 2021 and 2020, the information of external customer's
revenue which exceeds 10% of the Company’s consolidated revenues is as follows:

For the years ended December 31,

2021

2020

MediaTek Inc. $5,044,632

15%

$2,917,792

10%
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English Translation of a Report and Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD.

PARENT COMPANY ONLY FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020
WITH
INDEPENDENT AUDITOR’S REPORT TRANSLATED
FROM CHINESE

Address: No. 81, Sec. 2, Gongdao 5th Rd., Hsinchu City 300, Taiwan (R.O.C.)
Telephone: 886-3-5751888

The reader is advised that these financial statements have been prepared originally in Chinese. In the event of a conflict
between these financial statements and the original Chinese version or difference in interpretation between the two versions,

the Chinese language financial statements shall prevail.
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English Translation of a Report Originally Issued in Chinese

Independent Auditors’ Report

To the Board of Directors and Shareholders
of King Yuan Electronics Co., Ltd.

Opinion

We have audited the accompany parent company only balance sheets of King Yuan Electronics
Co., Ltd. as of December 31, 2021 and 2020, and the related parent company only statements of
comprehensive income, changes in equity and cash flows for the years ended December 31, 2021
and 2020, and notes to the parent company only financial statements, including the summary of
significant accounting policies (together “the financial statements™).

In our opinion, the parent company only financial statements referred to above present fairly, in
all material respects, the financial position of King Yuan Electronics Co., Ltd. as of December 31,
2021 and 2020, and its financial performance and cash flows for the years ended December 31,
2021 and 2020, 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 auditing standards generally
accepted in the Republic of China. Our responsibilities under those standards are further described
in the Auditors’ Responsibilities for the Audit of the Financial Statements section of our report.
We are independent of King Yuan Electronics Co., Ltd. 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. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

-279-



EY.

Building a better
working world

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of 2021 parent company only financial statements. 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
King Yuan Electronics Co., Ltd. recognized NT$25,820,727 thousand as net sales. Their main

activities are providing testing and assembly services that represented 86%, or NT$22,081,412
thousand in the amount, of the net operating revenues.

Since the primary activities of King Yuan Electronics Co., Ltd. are providing testing and assembly
services, and the services comprise various wafers/integrated circuits testing and assembly
processing and rental of machinery, timing of revenue recognition may vary due to varied nature
of revenues that increases the complexity of the revenue recognition. Therefore, we determined
the matter to be a key audit matter.

Our audit procedures include (but are not limited to) assessing the appropriateness of the
accounting policy for revenue recognition; evaluating and testing the effectiveness of internal
control relating to the timing of revenue recognition, analyzing the reasonableness of gross margin
by products, performing cutoff testing for a period before and after the balance sheet date on a
sampling basis, performing test of details on selected samples, reviewing the significant terms of
sales agreements and examining relevant delivery documents, and reviewing the selected samples
of the quantity, specification, period and relevant documents of machinery services.

We also considered the appropriateness of the disclosures of sales. Please refer to Note 4 and Note
6 in notes to the financial statements.

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 the financial
statements that are free from material misstatement, whether due to fraud or error.
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In preparing the parent company only financial statements, management is responsible for
assessing the ability to continue as a going concern of King Yuan Electronics Co., Ltd., disclosing,
as applicable, matters related to going concern and using the going concern basis of accounting
unless management either intends to liquidate King Yuan Electronics Co., Ltd. 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 King Yuan Electronics Co., Ltd.

Auditor’s Responsibilities for the Audit of the 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 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 on the basis of these financial statements.

As part of an audit in accordance with auditing standards generally accepted in 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 King Yuan Electronics Co., Ltd.
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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 King Yuan Electronics Co., Ltd. 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
parent company only 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 King Yuan Electronics Co.,
Ltd. 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 parent company only financial
information of the entities or business activities within King Yuan Electronics Co., Ltd. to
express an opinion on the 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.

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.
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From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of 2021 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.

Kuo, Shao-Pin
Fuh, Wen-Fun

Ernst & Young, Taiwan
March 4, 2022

Notice to Readers
®  The accompanying parent company only financial statements are intended only to present the financial position,
results of operations and cash flows in accordance with accounting principles and practices generally accepted
in the Republic of China and not those of any other jurisdictions. The standards, procedures and practices to
audit such financial statements are those generally accepted and applied in the Republic of China.

®  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, Emst & 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 Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD.
PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME
For the years ended December 31, 2021 and 2020

(Amounts in thousands of New Taiwan Dollars, except for earnings per share)

Description Notes 2021 % 2020 %
Net sales 4,6(14), 6(16), 7 $25,820,727 100 $23,344,758 100
Operating costs 4, 6(5), 6(8), 6(9), 6(12), 6(16), 6(17), 7 (18,476,736) (72) (17,280,780) (74)
Gross profit 7,343,991 28 6,063,978 26
4,6(8), 6(9), 6(12), 6(16), 6(17), 7
Operating expenses
Selling expenses (345,629) 1) (359,004) 1)
Administrative expenses (1,646,203) (6) (1,386,381) (6)
Research and development expenses (846,846) ?3) (909,932) 4)
Expected credit losses - - (2,857) -
Total operating expenses (2,838,678) (10) (2,658,174) (11)
Operating income 4,505,313 18 3,405,804 15
Non-operating income and expenses 4,6(7), 6(8), 6(18), 7
Interest income 4,872 - 7,424 -
Other income 193,414 1 177,060 1
Other gains and losses 105,488 - (164,770) 1)
Finance costs (200,484) 1) (217,585) 1)
Share of profit of associates accounted for using 1,901,485 7 1,159,434 5
the equity method
Total non-operating income and expenses 2,004,775 7 961,563 4
Net income before income tax 6,510,088 25 4,367,367 19
Income tax expense 4, 6(20) (1,335,042) (5) (730,714) 3)
Net income 5,175,046 20 3,636,653 16
Other comprehensive income 4,6(19)
Items that will not be reclassified subsequently to
profit or loss:
Remeasurements of the defined benefit plan (53,368) - (45,906) -
Unrealized gains from equity instrument 2,101,279 8 2,056,310 9
investments measured at fair value
through other comprehensive income
Income tax related to components of other (419,982) @ (403,570) @
comprehensive income that will not be
reclassified to profit or loss
Items that will be reclassified subsequently to
profit or loss:
Exchange differences resulting from translating (42,240) - 105,726 -
the financial statements of foreign operations
Income tax related to components of other 8,448 - (21,145) -
comprehensive income that will be
reclassified to profit or loss
Other comprehensive income, net of tax 1,594,137 6 1,691,415 7
Total comprehensive income $6,769,183 26 $5,328,068 23
Earnings per share(NT$) 4,6(21)
Basic Earnings Per Share $4.23 $2.97
Diluted Earnings Per Share $4.18 $2.94

The accompanying notes are an integral part of the parent company only financial statements.

-286-




"Sjuawialels Jeroueuly Ajuo Auedwod jua.ed ayy jo Led [eifaiul ue ase sajou BulAuedwodde ay

S/2'v8T'vES TT16'099°€$ (828'06€)$ 27€'085'0T$ 9T¥'T0Z$ 6/8'6T0'E$ vET'G88'v$ 1Sv'222'2T$ T202 ‘T€ Jaquiadaq Jo Sse duefeq

aWwodul aAIsuayaidwiod Jayio ybnodyy
- Ge1'92e - (gzt'9zg) - - - - an[eA Jiej e painseaw SjuswiIsaAul Juawinasul Ainba jo fesodsiq
TIS'TYS - - - - - TIS'TYS - saLeIpIsgNs ul sysalajul diysisumo ui sabueyd
€8T1'69L'9 162'T89'T (z6L¢€) 8/9'T2T'S - - - - 3L00UI BAISUBYaIdWo9 8101
LET'V6S'T 162'T89'T (z61°€€) (89¢'€q) - - - - 1202 ‘T€ J8quiadaq papus Jeak ay} Joj swodul sAIsusya1dwod J8yl0
9v0'GLT'S - - 9¥0'G/T'S - - - - 1202 ‘TE Jaquiadaq papus Jeak sy 1o 11J0id

- - - 066'002 (066'002) - - - aAJaSaI [e193ds JO [esIanay

(06t'StY'2) - - (Tv6'002'2) - - (6¥5'v¥2) - SpUIPIAIP YseD

- - - (126'29¢) - 126'29¢ - - anlasal [eBa
: sBuiules gzoz 40 uonngisip pue uonedolddy
TLO'6TE62$ 687'€59'T$ (920'268)$ T€9'L¥1'8$ 90v'20v$ 856'959'2$ 2LT'885' Y% 1S¥'L22'2T$ T20z ‘T Arenuer jo se souejeg
TL0'6TE62$ 687'€59'T$ (9g0°25€)$ T€9'L¥1'8% 90v'20v$ 856'959'2$ 2LT'885' Y% 1S¥'222'2T$ 0202 ‘T€ JaquiadaQ Jo se sduejeg

aWodul dAIsUaYadwod Jayo ybnolyy
- (z9v'8g) - 29v'8¢e - - - - an[eA Jrej e painseaw SjusLwIsaAUl Juawinisul A1nba Jo esodsiq
g - - g - - - - saLeIpIsgNs Ul sisaJaiul diysisumo ui sabueyd
890'82€'S 0v.'299'T 18518 L¥1'06G'€ - - - - 302Ul aAISUaYa.dwod [e10 ]
GTY'T69'T 07.259°T 18578 (906°sv) - - - - 0202 ‘TS Jaquiaoaq papua Jeak ay) Joj aWooul sAISUaYaIdwod Jaylo
€G69'9€9'€ - - €G69'9€9'€ - - - - 0202 ‘T€ 18qWisoaq papus Jeak ayy 10} 11401d

- - - 99/'00% (992'00%) - - - aAIBSa) [e193ds JO [esIanay

(Tv6'002'2) - - (26€'996'T) - - (6v5'vv2) - SPUSPIAIP UseD

- - - (659'262) - 659',6C - - anIasal [ebe]
2 sBuiules g0z 40 uonNngLIsip pue uonerdolddy
6€6'T6T'9¢$ 112'6€$ L19'TvM)$ 20L'TLE'9% 2LT'€08$ 66¢'65E'2$ 12.'2€8'7$ 16¥'222'2T$ 020z ‘T Arenuer o se souefeg

awooul
’ suonesado ubiaioy
anIsuayaidwod
JO sjuawialels
Jaypo ybnoayy anjen IouBLL
J1e} Je painseaw et 4 sBurures
ayy Bunejsuen anIasall [e1oads anJasal |eba]
Aunb3 [ejo1 SJUBWISAAUL wouy Bunnsas panquIsipun snjdins ende) 310018 UOWWOD uonduasa@
Jusuinsut mmoce.mt_u
A1nba wouy (sasso) %cmcuxu

sureB pazijeaiun

Aunba Jayi0

sBulusea paureray

(S4B]]0Q UBMIEL M3 JO SPUESNOY) Ul SJUNOWYY)
020Z PUB TZ0Z ‘TE 48qWiadaq papus sieak ayl 104

ALINO3 NI SIONVHD 40 SLININTLVLS ATNO ANVANOD LNIHVd

‘a1 “0D SOINOYLO3 T3 NVNA ONIM

3S3UIYD UT panss[ A[feulBHQ SIUaWaTelS [erouelld JO Uone[suel] ysijbug

-287-



‘sjuswalels [eroueuly Ajuo Auedwod juased ay) o ved [eiBajul ue ale sajou BuiAuedwoode ay |

¥8.'0TT'G$ 80€'02Y'9%$ 1eak a1 JO pua ay} Je slusfeAINba ysed pue ysed| ¥/2'vT.'6 2.2'529'0T saniAnoe Hunesado Aq papiroid yses 1oN

G76'GGT'Y v8L'0TT'S Teak ayp Jo BuruuiBag ay) Je sjusfeninba yses pue ysed| (0€6'96L) (652'0%2) pred xe} swoou|

6€8'756 ¥25'60€'T sjuafeninba yses pue ysed Ui asealoul 19N|  26€'L 00L'% paAIBoal 1salaIu|

L0E'70S'0T TEE'TOE'TT sanAnoe Bulesado wouy parelaush ysed
(619'2) (209'6) samigel| uoisuad paniooy
060'5.2 ¥0S'€0€ SaIN|Igel] JUaLINI 1BYIO
(19¢'82) Ges'ee sarned payejai o) sajqeded Jayio
(685'22T) 6EY'20L ss|qeAed Jay10
(098'TT) 126'T saied parejal 01 ajqeAed slunoody
768'7T (L2L'en) 31qeAed s1unoddy
208 T€9'S a|qeAed sa10N
(968'01) (065'TT) sallifiqel| 19eU0d
T0T'Ge (se0'sT) S)9SSe JUaLINI JALO
0/2'6T 819/ siawAedaid

(S6€'18Y'T) ¥06'52 samiAnoe Buroueuy (Ui pasn) Aq papiaoid yses 18N 869'€ET (9€9's52) SaLI0JUSAU]
(¥¥9'602) (802'.8T) pred 1s818U] 200'192 6£8'26 sarled pajejas WOy S9|qeAIadal JaIO
(T¥6'002'2) (06%'St%'2) SPUBPIAIP YseD 0T2'SY (569'122) $3]0eAI031 J3YIO
(928'505) (€9.v08) sanl|Iger) ases] ayy Jo uorod [ediound ayy 1oy syuswAed ysed (905°€98) (299'1€8) sal)ed pajejal Woly 3]qeAI08) SIUNOJDY

44 960'TE susodap aajuesend Ui asealou| 105'€29 (5e0'2L2) 3](BAIZ08] SIUN0DOY
(T02'052'v2) (6T%'889'2T) sueo| wisi-buoy Jo spuswhedsy 612'T (259'%) 3]0eA13091 SBION

G68'78T'9Z 88T'T29'ST sueo| wisl-Buoj ui Buimosiog (062'92) 9/€'ve S19SSE 10BIIU0D)

: SaiIAIoe BulourUL WO1Y SMOJY YseD n1j1ger] pue syasse Buiresado ul sabueyd
(rz0'8L) 1898 (ureb) ssoj sBueyoxa ubiaioy pazijealun
GG6'EST T9V'6G S19SSE [eIoUBUL-UOU JO Juswiredw|
(520'9%) (192°96) swdinba pue jueyd ‘Auadoid jo Jesodsip uo ure
(7Ev'65T'T) (S8v'106'T) poypaw Anba ayp Buisn 4oy pajunodde e Juasaul
(ov5'8L2'L) (z59'TvE'6) SaIIAIIOR BUINISBAUL Ul Pasn ysed 18N (996'05) (910's8) aW0ooUI puspIAI]

9/0%9 90086 panisoas spusping | (') (z18'7) 3WOIUI 1S181U]

- 169'6 S13SSE [eloUBUL J3U10 Ul 3sealdsd G8S'/TC 81002 sasuadxa 1saJalu|
(v¥5'2) - S]9SSE [elduRULY JBYI0 Ul asealau| 158'C - $9550] 11pa.1d pa1oadx3
(868'€9) (8eg'9e) s1sse 8|qIBuElUI JO UoIISINbOY 188'61 0SZ'Ly uonezIIoWwY
(om) (268'T) sysodap a|qepunyel ul aseasou] | L6€'608'9 §/2'20T'L uoneroaideq

896'0¥8 185982 juawdinba pue jueld ‘Auadoud Jo [esodsip wouy spasdoid SMOJJ YSB 199448 10U PIP YDIYM Swiall sso] 10 1joud ay L
(65T'28T'8) (zL0'66T'0T) jawdinba pue jueld ‘Ausdoud o uonisinboy 1104 spuswisnipy
120'G9% G9E'T$ aW0dUI dAISUSYRIdWO Jaylo yBNOIY} BNJeA Jrey Je S1asse [ejouBUL JO [esodsIp Woly SPassold L9€'L9€'V$ 880'0T5'9% suoijesado BuINUIUOD W Xey 810484 11J0Id

1 salIARIe BUIIsaAuUl WOy SMOY Yysed : sanAnae Buireaado woay smojy ysed
0202 1202 uonduosag 0202 120C uonduosag

(Sse]]0Q UBMIB M3N JO SPUESNOY) UI SIUNOWYY)
0202 PUe TZ0Z 'T€ 19qWadaQ papus s1eak ay} 104
SMO14 HSVYD 40 SININTLVLS ATTNO ANVAINOD LNIHVd
‘AL "00 SOINOYLO3 T NVNA ONIM
asauIyD ul panss| AjfeulbLIQO Sluswalels [eloueul Jo uone|suel | ystbug

-288-



English Translation of Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD.

NOTES TO PARENT COMPANY ONLY FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

1. Organization and Operation

King Yuan Electronics Co., Ltd. ("the Company" or "KYEC") was incorporated under the
Company Law of the Republic of China (“R.0.C) on May 28, 1987 and commenced operations on
July 23, 1987. The Company primarily engages in the business of design, manufacturing, selling,
testing and assembly service of integrated circuits, and also engages in manufacturing and selling
of IC Monitoring Burn-In machinery and related components. On May 9, 2001, the shares of KYEC
were listed on the Taiwan Stock Exchange. The Company’s registered office and the main business
location is at No. 81, Sec. 2, Gongdaowu Road, Hsinchu City 300, Republic of China (R.O.C.).

2. Date and Procedures of Authorization of Financial Statements for Issue

The parent company only financial statements of the Company were approved and authorized for

issue by the Board of Directors on March 4, 2022.

3. Newly Issued or Revised Standards and Interpretations

(1) Change 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, 2021. The application of these new standards and

amendments had no material effect on the Company.

(2) Standards or interpretations issued, revised or amended, by International Accounting Standards
Board (“1ASB”) which are endorsed by FSC, but not yet adopted by the Company as at the end

of the reporting period are listed below:

Items New, Revised or Amended Standards and Interpretations

Effective Date
Issued by IASB

A Narrow-scope amendments of IFRS, including Amendments
to IFRS 3, Amendments to IAS 16, Amendments to 1AS 37
and the Annual Improvements

January 1, 2022
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A. Narrow-scope amendments of IFRS, including Amendments to IFRS 3, Amendments to
IAS 16, Amendments to IAS 37 and the Annual Improvements

a. Updating a Reference to the Conceptual Framework (Amendments to IFRS 3)

The amendments updated IFRS 3 by replacing a reference to an old version of the
Conceptual Framework for Financial Reporting with a reference to the latest version,
which was issued in March 2018. The amendments also added an exception to the
recognition principle of IFRS 3 to avoid the issue of potential “day 2” gains or losses
arising for liabilities and contingent liabilities. Besides, the amendments clarify existing
guidance in IFRS 3 for contingent assets that would not be affected by replacing the
reference to the Conceptual Framework.

b. Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16)
The amendments prohibit a company from deducting from the cost of property, plant
and equipment amounts received from selling items produced while the company is
preparing the asset for its intended use. Instead, a company will recognise such sales
proceeds and related cost in profit or loss.

c. Onerous Contracts - Cost of Fulfilling a Contract (Amendments to 1AS 37)
The amendments clarify what costs a company should include as the cost of fulfilling a
contract when assessing whether a contract is onerous.

d. Annual Improvements to IFRS Standards 2018 — 2020

Amendment to IFRS 1
The amendment simplifies the application of IFRS 1 by a subsidiary that becomes a

first-time adopter after its parent in relation to the measurement of cumulative
translation differences.

Amendment to IFRS 9 Financial Instruments

The amendment clarifies the fees a company includes when assessing whether the terms
of a new or modified financial liability are substantially different from the terms of the
original financial liability.
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Amendment to Illustrative Examples Accompanying IFRS 16 Leases

The amendment to Illustrative Example 13 accompanying IFRS 16 modifies the
treatment of lease incentives relating to lessee’s leasehold improvements.

Amendment to 1AS 41
The amendment removes a requirement to exclude cash flows from taxation when

measuring fair value thereby aligning the fair value measurement requirements in 1AS
41 with those in other IFRS Standards.

The abovementioned standards and interpretations were issued by IASB and endorsed by FSC
so that they are applicable for annual periods beginning on or after January 1, 2022 and have
no material impact on the Company.

(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, 2023
Amendments to IAS 1
D Disclosure Initiative - Accounting Policies — Amendments to | January 1, 2023
IAS 1
Definition of Accounting Estimates — Amendments to IAS8 | January 1, 2023

F Deferred Tax related to Assets and Liabilities arising from a | January 1, 2023

Single Transaction — Amendments to IAS 12

A. IFRS 10 “Consolidated Financial Statements” and 1AS 28 “Investments in Associates and
Joint Ventures” — Sale or Contribution of Assets between an Investor and its Associate or
Joint Ventures
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The amendments address the inconsistency between the requirements in IFRS 10
Consolidated Financial Statements and 1AS 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. 1AS 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 losses 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.

. 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. 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.
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C. Classification of Liabilities as Current or Non-current — Amendments to 1AS 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. 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.

E. Definition of Accounting Estimates — Amendments to 1AS 8

The amendments introduce the definition of accounting estimates and include 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.

F. 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 issued by 1ASB have not yet been 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 new or amended standards and
interpretations have no material impact on the Company.

4. Summary of Significant Accounting Policies

Statement of Compliance

The parent company only financial statements have been prepared in accordance with the
Regulations Governing the Preparation of Financial Reports by Securities Issuers (“the
Regulations”).
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Basis of Preparation

The Company prepares the parent company only financial statements in accordance with the
Regulations. According to article 21 of the Regulations, the profit or loss and other comprehensive
income presented in the parent company only financial statements will be the same as the
allocations of profit or loss and of other comprehensive income attributable to owners of the parent
presented in the financial statements prepared on a consolidated basis, and the owners' equity
presented in the parent company only financial statements will be the same as the equity
attributable to owners of the parent presented in the financial statements prepared on a consolidated
basis. Therefore, the investments in subsidiaries will be disclosed under “Investments accounted
for using the equity method” in the parent company only financial report and change in value will
be adjusted.

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.

Foreign currency transactions

The parent company only financial statements are presented in NT$, which is also the Company’s
functional currency.

Transactions in foreign currencies are initially recorded by the Company’s functional currency
rates prevailing at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are translated 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.
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B. foreign currency items within the scope of IFRS 9 “Financial Instruments” 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.

Translation of financial statements in foreign currency

Each foreign operation of the Company determines its function currency upon its primary
economic environment and items included in the financial statements of each operation are
measured using that functional 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. The
following partial disposals are accounted for as disposals:

A. when the partial disposal involves the loss of control of a subsidiary that includes a foreign
operation; and

B. when the retained interest after the partial disposal of an interest in a joint arrangement or a
partial disposal of an interest in an associate that includes a foreign operation is a financial asset
that includes 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 adjusted in “investments accounted for using the
equity method”. 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.
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Any goodwill and any fair value adjustments to the carrying amounts of assets and liabilities arising
on the acquisition of a foreign operation are treated as assets and liabilities of the foreign operation
and expressed in its functional currency.

Current and non-current distinction

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;

O

the Company expects to realize the asset within twelve months after the reporting period; or
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 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; or

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.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, demand deposits and short-term, highly liquid
time deposits (including ones that have maturity within twelve months) or investments that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value.
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Financial instruments

Financial assets and financial liabilities are recognized when the Company becomes a party to the
contractual provisions of the instrument.

Financial assets and financial liabilities within the scope of IFRS 9 “Financial Instruments” are
recognized initially at fair value plus or minus, in the case of investments not at fair value through
profit or loss, directly attributable transaction costs.
A. Financial instruments: Recognition and Measurement
The Company accounts for regular way purchase or sales of financial assets on the trade date.
The Company classifies 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:

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.

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.
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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.

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 assets 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 is described as below:

a. A gain or loss on a financial asset measured at fair value through other comprehensive
income is 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:
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(@) 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.

(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.

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 investments are recognized in profit or loss unless the dividends
clearly represent a recovery of part of the cost of investment.

Financial assets measured at fair value through profit or loss

Financial assets are classified as measured at amortized cost or measured at fair value through
other comprehensive income based on aforementioned criteria. All other financial assets are
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.

. Impairment of financial assets

The Company recognizes 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 does 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:

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 measured 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 Company 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.

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 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.

. Derecognition of financial assets

A financial asset is derecognized when:
a. the rights to receive cash flows from the asset have expired.
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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.

. 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 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.

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.
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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.

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. Gains or losses
on the subsequent measurement of liabilities held for trading including interest paid are
recognized in 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;
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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 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.

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.
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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 is 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.

Derivative financial instruments

The Company uses derivative instruments to hedge its foreign currency risks and interest rate risks.
A derivative is classified in the balance sheet as assets or liabilities at fair value through profit or
loss except for derivatives that are designated effective hedging instruments which are classified
as derivative financial assets or liabilities for hedging.

Derivative instruments are initially recognized at fair value on the date on which a derivative
contract is entered into and are subsequently remeasured at fair value. Derivatives are carried as
financial assets when the fair value is positive and as financial liabilities when the fair value is
negative. Any gains or losses arising from changes in the fair value of derivatives are taken directly
to profit or loss, except for the effective portion of hedges, which is recognized in either profit or
loss or equity according to type of hedges used.

When the host contracts are either non-financial assets or labilities, derivative embedded in host
contracts are accounted for as separate derivative and recorded at fair value if their economic
characteristics and risks are not closely related to those of the host contracts and the host contracts
are not designed at fair value though profit or loss.
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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:

a. 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.

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 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.

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 — Purchase cost on 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 and not within the scope of
inventories.

Investments accounted for using the equity method

According to Article 21 of the Regulations, the investments in subsidiaries will be disclosed under
“investments accounted for using the equity method” and changes in value will be adjusted
accordingly. The profit or loss and other comprehensive income presented in parent company only
financial statements will be the same as the allocations of profit or loss and other comprehensive
income attributable to owners of the parent presented in the financial statements prepared on a
consolidated basis, and the owners' equity presented in the parent company only financial
statements will be the same as the equity attributable to owners of the parent presented in the
financial statements prepared on a consolidated basis. The difference of the accounting treatment
between the parent company only basis and the consolidated basis are adjusted under “investments
accounted for using the equity method”, “share of profit of subsidiaries and associates accounted
for using the equity method” and “share of other comprehensive income of subsidiaries and
associates accounted for using the equity method”.

The Company’s investment in its associates is accounted for using the equity method. An associate
is an entity over which the Company has significant influence.

Under the equity method, the investment in the associate or investment 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. After the interest in the associate 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. Unrealized gains and
losses resulting from transactions between the Company and the associate are eliminated to the
extent of the Company’s related interest in the associate.

When changes in the net assets of an associate occur and not those that are recognized in profit or
loss or other comprehensive income and do not affect the Company’s percentage of ownership
interests in the associate, 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 on a pro rata basis.
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When the associate issues new shares, and the Company’s interest in an associate is reduced or
increased as the Company fails to acquire shares newly issued in the associate proportionately to
its original ownership interest, the increase or decrease in the interest in the associate is recognized
in capital surplus and investments accounted for using the equity method. When the interest in the
associate 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.

The financial statements of the associate 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 1AS
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 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 1AS 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, 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 goodwill impairment testing in IAS 36 “Impairment of Assets”.

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.
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Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and accumulated
impairment loss, 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
recognizes such parts as individual assets with specific useful lives and depreciation. The carrying
amount of those parts that are replaced is derecognized in accordance with the derecognition
provisions of 1AS 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 and facilities 31 years

Plant equipment 5~16 years
Machinery and equipment 2~ B8years
Transportation equipment 3~ 6 years
Office equipment 3~ 5years
Right-of-use assets 4~28 years
Leased assets 3~11 years
Leasehold improvements 10 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 assets’ residual values, useful lives and methods of depreciation are reviewed at each financial
year end and adjusted prospectively, if appropriate.
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Leases

The Company assesses whether the 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 the contract, 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.

A. The 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.

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:
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(@) 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 amortized 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) anestimate 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 asset applying a cost model.

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.
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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 statement
of consolidated comprehensive income statement.

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.

. The Company as a lessor

At inception of a contract, the Company classifies each of its leases as either an operating lease
or a finance lease. A lease is classified as a finance lease if it transfers substantially all the risks
and rewards incidental to ownership of an underlying asset. A lease is classified as an operating
lease if it does not transfer substantially all the risks and rewards incidental to ownership of an
underlying asset. At the commencement date, the Company recognizes assets held under a
finance lease in its balance sheet and presents them as a receivable at an amount equal to the
net investment in the lease.

For a contract that contains lease components and non-lease components, the Company
allocates the consideration in the contract applying IFRS 15.

The Company recognizes lease payments from operating leases as rental income on either a
straight-line basis or another systematic basis. Variable lease payments for operating leases that
do not depend on an index or a rate are recognized as rental income when incurred.

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.
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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.

A. Research and development costs

Research costs are expensed as incurred. Development expenditures, on an individual project,
are recognized as an intangible asset when the Company can demonstrate:

a. the technical feasibility of completing the intangible asset so that it will be available for use
or sale;

its intention to complete and its ability to use or sell the asset;

how the asset will generate future economic benefits;

the availability of resources to complete the asset; and

the ability to measure reliably the expenditure during development.

® o0 o

Following initial recognition of the development expenditure as an asset, the cost model is
applied requiring the asset to be carried at cost less any accumulated amortization and
accumulated impairment losses. During the period of development, the asset is tested for
impairment annually. Amortization of the asset begins when development is complete and the
asset is available for use. It is amortized over the period of expected future benefit.
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B. Computer software

The cost of computer software is amortized on a straight-line basis over the estimated useful
life (3~5 years).

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 1AS 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.
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An impairment loss of continuing operations or a reversal of such impairment loss is recognized
in profit or loss.

Treasury shares

Acquisitions of the shares of the Company (treasury shares) are recognized at cost and deducted
from equity. Any difference between the carrying amount and the consideration, if reissues, is
recognized in capital surplus under equity.

When the retirement of treasury shares, capital surplus — share premiums and share capital are
debited proportionately, gains on retirement of treasury shares should be recognized under existing
capital surplus arising from similar types of treasury shares; losses on retirement of treasury shares
should be offset against existing capital surplus form similar types of treasury shares. If there are
insufficient capital reserves to be offset against, then such losses should be accounted for under
retained earnings.

Revenue recognition

The Company’s revenues arising from contracts with customers are mainly rendering of
processing services and rental of testing machinery. The accounting policies are explained as
follows:

A. Rendering of services

The Company’s primary activity is to conduct testing and assembly services based on
customer’s specification demand. According to the customer contract, the ownership of the
work in process belongs to the customer. The customer controls the work in process when the
Company provides services to create or enhance it. Accordingly, the Company’s performance
obligation is satisfied over time and the Company, based on the consideration stated in the
customer contract (less estimated volume discount), recognizes service revenues over time. The
Company estimates the volume discounts using the expected value method based on historical
experiences. However, 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 and when
the uncertainty associated with the variable consideration is subsequently resolved. During the
period specified in the contract, refund liability is recognized for the expected volume
discounts.
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The credit period of the Company’s service revenue is from 30 to 120 days. For most of the
contracts, when the Company transfers those processed assets 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 transferring those
processed assets to customers; therefore, there is no significant financing component to the
contract. For some of the contracts, the Company transfers those processed assets to customers
but does not have 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.

. Revenues from rental of machinery

The Company provides rental services for testing machineries based on customers’ demand.
According to the contract, the Company provides tailored machineries to customers for testing
purposes for a certain period of time. During the contract period, those machineries are for
the contracted customers’ use only, and will not be mixed with other testing machineries.
Meanwhile, during the contract period, those machineries are still under control of the
Company, the customer does not have the right to control over or to direct the right of use of
the rented machineries. Usually, the unit price is fixed and is stated in the contract. Accordingly,
the Company’s performance obligations is satisfied over time and the Company recognizes
revenues from rental of the machinery by rental hours or testing volume multiplied by the fixed
unit price, or over the rental period on a straight line basis.

The credit period of the Company’s service revenues is from 30 to 120 days. For most of the
contracts, the Company recognizes trade receivables upon the completion of rental period.
These trade receivables usually have short period and no significant financing component is
arisen.

For some machinery rental contracts, prepayments are received from customers upon signing

the contract, the Company then has the obligation to provide the services subsequently.
Accordingly, these amounts are recognized as contract liabilities.
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C. Sales of machinery

The Company manufactures and sells professional testing machinery. Those machineries must
be tested for specifications according to the contract signed by both parties before being
delivered to customers. The Company performs the specification test in accordance with the
contract and issues a machinery inspection report to the customer. After the customer’s
confirmation that the operating data and function of the machineries have met the specification
stated in the inspection report, the machinery can be delivered to the customer’s designated
location stated in the contract and the control of the machinery can be transferred. At this time,
the customer has the right to determine the sales channels and price of those testing machineries,
and has the ability to prevent other companies from directing the use and obtaining the benefits
of these products. Thus, the Company recognizes the revenue generated from the sales of
machineries.

Considering the fact that assisting customers for the machinery installation and providing safety
guidance are not significant, so the Company issues an invoice with total consideration to the
customer and recognizes the amount as trade receivables upon the delivery of the machinery.
In addition, the period between the sales of machinery and the actual receipt of the payment is
within one year, therefore, there is no significant financing component. The Company provides
its customer with a warranty for refund for defectives products. Such warranty is accounted for
in accordance with IAS 17 as liability provision.

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
when 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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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 parent company only financial
statements.

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.

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:

A. 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.

Share-based payment transactions

The cost of equity-settled transactions between the Company and its employees 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.
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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.

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 recognizes 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.
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Income taxes

Income tax expense (income) is the aggregate amount included in the determination of profit or
loss for the period in respect of current tax and deferred tax.

A. 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 unappropriated earnings is recognized as income tax expense in the

subsequent year when distribution proposal is approved by the shareholders” meeting.

B. Deferred tax

Deferred tax is provided on temporary differences at the reporting date between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

a. where the deferred tax liability arises from the initial recognition of goodwill 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.

b. in respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, 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.
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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, the carry forward of unused

tax credits and unused tax losses can be utilized, except:

a. 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.

b. in respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, 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 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 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.
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5. Significant Accounting Judgments, Estimates and Assumptions

The preparation of the Company’s parent company only financial statements require management
to make judgements, 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 assumptions and estimates 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:

A. Fair value of Level 3 financial instruments

Where the fair value of financial assets and financial liabilities recorded in the balance sheet
cannot be derived from active markets, they are determined using valuation techniques
including the income approach (for example the discounted cash flows model) or 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. Revenue recognition - sales returns and discounts

The Company estimates sales returns and allowance based on historical experience and other
known factors at the time of sale, which reduces the operating revenue. In assessing the
aforementioned sales returns and allowance, on the basis of highly probable that a significant
reversal in the amount of cumulative revenue recognized will not occur. Please refer to Note 6.
(10) for more details.
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6. Contents of Significant Accounts

(1) Cash and cash equivalents

December 31, December 31,

2021 2020
Checking and savings accounts $4,920,308 $4,520,784
Time deposits 1,500,000 590,000
Total $6,420,308 $5,110,784

(2) Financial assets at fair value through other comprehensive income

December 31, December 31,
2021 2020
Equity instrument investments measured at fair value
through other comprehensive income- non-current
Listed company’s stocks $43,028 28,117
Unlisted company’s stocks 6,503,449 4,418,446
Total $6,546,477 $4,446,563

The Company has equity instrument investments measured at fair value through other
comprehensive income. Details on dividends recognized for the years of 2021 and 2020 are as

follows:
For the years ended December 31,
2021 2020
Related to investments derecognized $- $783
during the period

Related to investments held at the 85,016 50,183

end of the reporting period
Dividends recognized during the period $85,016 $50,966
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In consideration of disposition or liquidation of certain investments according to the
Company’s investment strategy, the Company derecognized certain equity instrument
investments measured at fair value through other comprehensive income. Details on
derecognition of the investments for the years ended December 31, 2021 and 2020 are as

follows:
December 31, December 31,
2021 2020
The fair value of the investments at the
date of derecognition $1,365 $65,027
The cumulative (loss) gain on disposal $(326,125) $38,462

Financial assets at fair value through other comprehensive income were not pledged.

(3) Notes receivable

December 31, December 31,

2021 2020
Notes receivable from operating activities $7,706 $3,049
Less: loss allowance - -
Total $7,706 $3,049

Notes receivable were not pledged.

The Company adopted IFRS 9 for impairment assessment. Please refer to Note 6.(15) for more
details on accumulated impairment. Please refer to Note 12 for more details on credit risk.
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(4) Trade receivables and trade receivables from related parties

December 31, December 31,
2021 2020

Trade receivables $3,929,879 $3,152,844
Less: loss allowance (25,158) (25,158)
Subtotal 3,904,721 3,127,686
Trade receivables from related parties 2,081,340 1,749,678
Less: loss allowance - -
Subtotal 2,081,340 1,749,678
Total $5,986,061 $4,877,364

No trade receivables were pledged.

The receivables are generally on 30 to 120 days terms. Please refer to Note 6.(15) for more
details on loss allowance of trade receivables for the years ended December 31, 2021 and
2020. Please refer to Note 12 for more details on credit risk.

(5) Inventories

December 31, December 31,

2021 2020
Raw materials $751,224 $595,414
Work in progress 278,556 178,730
Finished goods - -
Total $1,029,780 $774,144

The cost of inventories recognized in operating costs for the year ended December 31, 2021
amounted to NT$18,476,736 thousand, including the reversal gain of inventories of
NT$17,680 thousand, and scrap loss of NT$42,674 thousand, respectively. The reversal is due
to the fact that the previous write-down of inventories had been scrapped.

The cost of inventories recognized in operating costs for the year ended December 31, 2020
amounted to NT$17,280,780 thousand, including the write-down of inventories of NT$42,208
thousand, and scrap loss of NT$3,931 thousand, respectively.

No inventories were pledged.
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(6) Prepayments

December 31, December 31,

2021 2020
Prepaid equipment $- $64,339
Prepaid expenses 10,533 9,486
Input tax 27,472 41,245
Others 15,279 10,171
Total $53,284 $125,241

(7) Investments accounted for using the equity method

December 31, 2021

December 31, 2020

Percentage Percentage
Carrying of Carrying of
Investees amount ownership amount ownership
Subsidiaries:
KYEC USA Corp. $11,367  100.00% $12,035  100.00%
KYEC Investment International Co., 7,925,792  100.00% 5,691,034  100.00%
Ltd.
KYEC Technology Management 504,621  100.00% 362,498  100.00%
Co., Ltd.
KYEC Japan K.K. 53,553 89.83% 56,828 89.83%
KYEC SINGAPORE PTE. LTD. 6,313  100.00% 2,130  100.00%
King Ding Precision Incorporated 71,337  100.00% 69,962  100.00%
Company (King Ding)
Subtotal 8,572,983 6,194,487
Investments in associates:
Fixwell Technology Corp. 50,400 23.33% 46,981 23.33%
Wei Jiu Industrial Co., Ltd. 28,726 34.00% 22,875 34.00%
Subtotal 79,126 69,856
Less: deferred credits (162,339) (116,177)
Total $8,489,770 $6,148,166
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A. Investments in subsidiaries

Investments in subsidiaries are express as “Investments accounted for using the equity
method” in the Company’s parent company only financial statements with necessary
valuation adjustments.

The Company indirectly invested in King Long Technology (Suzhou) Ltd. via KYEC
Investment International Co., Ltd. and KYEC Technology Management Co., Ltd. During
the year 2021, the Company's ownership in King Long Technology (Suzhou) Ltd. changed
due to capital increase and the exercise of employee stock options. The change
(NT$541,511 thousand in the amount) was recorded as an increase in capital surplus. No
such transaction occurred in 2020.

No investments were pledged.

B. Investments in associates
The Company’s investments in Fixwell Technology Corp. and Wei Jiu Industrial Co., Ltd.
are not individually material. The summarized financial information of the Company’s

ownership in those associates is as follows:

For the years ended December 31,

2021 2020
Net income $22,260 $16,088
Other comprehensive income, net of tax - -
Total comprehensive income $22,260 $16,088
The investments mentioned above were not pledged.
(8) Property, plant and equipment
December 31, December 31,
2021 2020
Owner occupied property, plant and equipment $34,482,459 $30,896,867
Property, plant and equipment leased out under 131,301 473,833
operating leases
Total $34,613,760 $31,370,700
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B. Property, plant and equipment leased out under operating leases

Buildings and Machinery and
facilities equipment Total
Cost:
As at January 1, 2021 $170,692 $678,102 $848,794
Additions - - -
Disposals - - -
Transfers (11,140) (421,312) (432,452)
As at December 31, 2021 $159,552 $256,790 $416,342
As at January 1, 2020 $137,706 $270,170 $407,876
Additions - 193,187 193,187
Disposals - - -
Transfers 32,986 214,745 247,731
As at December 31, 2020 $170,692 $678,102 $848,794
Accumulated depreciation and
impairment:
As at January 1, 2021 $104,718 $270,243 $374,961
Depreciation 5,356 43,847 49,203
Disposals - - -
Transfers (7,537) (131,586) (139,123)
As at December 31, 2021 $102,537 $182,504 $285,041
As at January 1, 2020 $78,585 $194,614 $273,199
Depreciation 4,556 90,383 94,939
Disposals - - -
Transfers 21,577 (14,754) 6,823
As at December 31, 2020 $104,718 $270,243 $374,961
Net carrying amounts as at:
December 31, 2021 $57,015 $74,286 $131,301
December 31, 2020 $65,974 $407,859 $473,833
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C. Capitalized borrowing costs of property, plant and equipment are as follows:

Construction in progress
Capitalization rate of borrowing costs

For the years ended December 31,

2021 2020

$43,685 $45,074
0.87%~1.02% 0.95%~1.93%

D. The investing activities partially influenced the cash flow are as follows:

Acquisition of property, plant and equipment

Net decrease (increase) in payables
to equipment suppliers

Net decrease (increase) in other payables - related
parties

Total

Disposal of property, plant and equipment

Net decrease (increase) in other receivables

Net decrease (increase) in other receivables -
related parties

Total

For the years ended December 31,

2021 2020
$10,731,287 $8,095,184

(741,087) 302,414

208,872 (215,439)
$10,199,072 $8,182,159

For the years ended December 31,

2021 2020
$1,195,913 $395,197
2,136 (2,783)
(411,462) 448,554
$786,587 $840,968

E. In order to meet the needs of future operation and development, the Company decided to
purchase three lots of land and buildings located in Miaoli County for operational use. The
total purchase price was NT $850 million (including tax). As of December 31, 2020, the
Company has paid off the total consideration. The ownership transfer registration has been

completed in April 2021.

In order to meet the needs of future operation and development, the Company decided to
acquire the additional floors of the abovementioned buildings for production efficiency
improvement. The expected purchase price was NT $350 million (including tax). As of
December 31, 2021, the Company has paid off the total consideration. The ownership
transfer registration has been completed in April 2021. No such transaction occurred in

2020.
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F. As of December 31, 2021 and 2020, the Company recognized an impairment loss of
NT$59,461 thousand and $153,955 thousand, respectively, for certain machinery and

equipment which were either damaged or idle and could no longer be used.

G. Please refer to Note 8 for property, plant and equipment under pledges as collateral.

Intangible assets

Software
Cost:
As of January 1, 2021 $174,350
Additions from acquisitions 36,338
Disposals (70,163)
As of December 31, 2021 $140,525
As of January 1, 2020 $182,739
Additions from acquisitions 63,898
Disposals (72,287)
As of December 31, 2020 $174,350
Amortization and impairment:
As of January 1, 2021 $94,191
Amortization 47,250
Disposals (70,163)
As of December 31, 2021 $71,278
As of January 1, 2020 $116,591
Amortization 49,887
Disposals (72,287)
As of December 31, 2020 $94,191
Net carrying amount as of:
December 31, 2021 $69,247
December 31, 2020 $80,159
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Amortization expenses of intangible assets recognized are as follows:

For the years ended December 31,

2021 2020
Operating costs $19,775 $28,938
Selling and administrative expenses 22,583 17,750
Research and development expenses 4,892 3,199
Total $47,250 $49,887
(10) Other current liabilities
December 31, December 31,
2021 2020
Refund liabilities 398,109 $194,956
Receipts on behalf of others 482,747 380,535
Others 1,388 3,249
Total 882,244 $578,740
(11) Long-term borrowings
As of December 31, 2021
Maturity
Lenders Nature Date Balance Terms of repayment
Shanghai Commercial ~ Unsecured bank ~ 2023.03.27 $40,151 Revolving Credit
Bank loans
Shanghai Commercial ~ Unsecured bank ~ 2024.03.15 885,760 Revolving Credit
Bank loans
Standard Chartered Unsecured bank  2023.06.30 332,160 Revolving Credit
Bank loans
Citibank Unsecured bank  2023.11.22 138,400 Revolving Credit
loans
Bank of China Unsecured bank  2023.10.14 968,800 Revolving Credit
loans
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Maturity
Lenders Nature Date Balance Terms of repayment
Cathay United Bank Unsecured bank  2023.12.25 442,880 Revolving Credit
loans
Mizuho Bank Unsecured bank  2024.01.01 500,000 Revolving Credit
loans
Shin Kong Commercial Unsecured bank  2024.12.15 138,400 Revolving Credit
Bank loans
Taiwan Business Bank Unsecured bank ~ 2023.04.07 276,800 Revolving Credit
loans
Hua Nan Commercial ~ Unsecured bank  2023.04.09 138,400 Revolving Credit
Bank loans
Mega Bank Unsecured bank ~ 2023.04.28 138,400 Revolving Credit
loans
Taishin Bank Unsecured bank  2025.06.03 1,106,636 Revolving Credit
loans
HSBC Taiwan Bank Unsecured bank  2024.09.28 110,720 Revolving Credit
loans
HSBC Taiwan Bank Unsecured bank ~ 2024.12.20 58,967  50% of principal will be repaid
loans on December 21, 2023. The
remaining principal will be
repaid on maturity day.
HSBC Taiwan Bank Unsecured bank  2024.12.02 7,920 Repay at maturity
loans
First Bank Unsecured bank  2026.07.01 830,400  25% of principal will be repaid
loans in 3 annual payments starting
from January 1, 2024. The
remaining principal will be
repaid on maturity day.
Yuanta Commercial Unsecured bank  2025.06.22 811,983  50% of principal will be repaid

Bank

loans
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Maturity
Lenders Nature Date Balance Terms of repayment
E. Sun Commercial Unsecured bank ~ 2025.12.26 34,649  Repayable semi-annually starting
Bank loans from December 27, 2023.
KGI Bank Unsecured bank ~ 2024.07.15 240,000  The principal will be repaid in 5
loans semi-annual payments starting
from July 15, 2022.
O Bank Unsecured bank  2025.02.07 171,429  The principal will be repaid in 7
loans semi-annual payments starting
from February 7, 2022.
Mega Bank Unsecured bank  2025.02.07 680,000 50% of principal will be repaid
loans on August 7, 2023. The
remaining principal will be
repaid on maturity day.
Chang Hwa Unsecured bank  2025.01.20 556,000  The principal will be repaid in 5
Commercial Bank loans semi-annual payments starting
from January 20, 2023.
Bank of Taiwan Unsecured bank  2024.01.20 600,000  50% of principal will be repaid
loans on July 20, 2022. The remaining
principal will be repaid on
maturity day.
First Bank Unsecured bank ~ 2025.01.20 814,398  The principal will be repaid in 5
loans semi-annual payments starting
from July 20, 2022.
Far Eastern Bank Unsecured bank  2023.02.07 600,000 Repay at maturity
loans
CTBC Bank Unsecured bank  2024.02.07 300,000 50% of principal will be repaid

loans
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Maturity
Lenders Nature Date Balance Terms of repayment
JihSun Bank Unsecured bank ~ 2024.03.12 500,000 50% of principal will be repaid
loans on September 12, 2023. The
remaining principal will be
repaid on maturity day.
Mega Bank and 17 Commercial 2023.12.06 2,500,000 Revolving credit. Renewable
others paper loans every three months. Credit has
not been fully utilized.
Mega Bank and 13 Commercial 2025.10.11 7,380,000 Revolving credit. Renewable
others paper loans every three months. Credit has
not been fully utilized.
Subtotal 21,303,253
Less: current portion -
Less: arrangement fee (12,425)
Less: unamortized discount (15,497)
Total $21,275,331
Interest Rates 0.50%~1.25%
As of December 31, 2020
Maturity
Lenders Nature Date Balance Terms of repayment
Shanghai Commercial Unsecured 2023.03.19 $911,360 Revolving Credit
Bank bank loans
Shanghai Commercial Unsecured 2022.03.27 375,105 Revolving Credit
Bank bank loans
Taishin Bank Unsecured 2023.02.07 1,300,000 Revolving Credit
bank loans
Mega Bank Unsecured 2022.09.18 313,280 Revolving Credit
bank loans
Land Bank Unsecured 2022.03.03 170,880 Revolving Credit
bank loans
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Maturity
Lenders Nature Date Balance Terms of repayment
First Commercial Unsecured 2022.07.20 12,463 Revolving Credit
Bank bank loans
MUFG Bank Unsecured 2022.12.04 56,960 Revolving Credit
bank loans
Bank of China Unsecured 2022.10.14 712,000 Revolving Credit
bank loans
Taiwan Business Unsecured 2022.03.11 541,120 Revolving Credit
Bank bank loans
Cathay United Bank  Unsecured 2022.12.25 227,840 Revolving Credit
bank loans
HSBC Taiwan Bank  Unsecured 2022.10.27 703,485 Revolving Credit
bank loans
Shin Kong Unsecured 2022.12.11 284,800 Revolving Credit
Commercial Bank bank loans
Mizuho Bank Unsecured 2023.01.01 500,000 Revolving Credit
bank loans
KGI Bank Unsecured 2024.07.15 400,000  The principal will be repaid in 5
bank loans semi-annual payments starting
from July 15, 2022.
O Bank Unsecured 2025.02.07 300,000  The principal will be repaid in 7
bank loans semi-annual payments starting
from February 7, 2022.
Mega Bank Unsecured 2025.02.07 680,000 50% of principal will be repaid
bank loans on August 7, 2023. The
remaining principal will be
repaid on maturity day.
Chang Hwa Unsecured 2025.01.20 695,000  The principal will be repaid in 5
Commercial Bank bank loans semi-annual payments starting
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Maturity
Lenders Nature Date Balance Terms of repayment
Fubon Bank Unsecured 2023.02.07 800,000 50% of principal will be repaid
bank loans on August 7, 2022. The
remaining principal will be
repaid on maturity day.
Bank of Taiwan Unsecured 2024.01.20 1,200,000 50% of principal will be repaid
bank loans on July 20, 2022. The remaining
principal will be repaid on
maturity day.
First Commercial Unsecured 2025.01.20 895,497  The principal will be repaid in 5
Bank bank loans semi-annual payments starting
from July 20, 2022.
Far Eastern Bank Unsecured 2023.02.07 1,100,000  Repay at maturity
bank loans
CTBC Bank Unsecured 2024.02.07 300,000 50% of principal will be repaid
bank loans on August 7, 2023. The
remaining principal will be
repaid on maturity day.
Mega Bank and 17 Commercial 2023.12.06 5,680,000 Revolving credit. Renewable
others paper loans every three months. Credit has not
been fully utilized.
Mega Bank and 13 Commercial 2025.10.11 200,000 Revolving credit. Renewable
others paper loans every three months. Credit has not
been fully utilized.
Subtotal 18,359,790
Less: current portion -
Less: arrangement fee (30,725)
Less: unamortized discount (10,767)
Total $18,318,298

Interest Rates
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a. Certain property, plant and equipment were pledged. Please refer to Note 8 for more details.

b. Please refer to Note 9 for the financial covenants during the loan period.

c. The Company’s unused short-term lines of credits amounted to NT$5,113,404 thousand
and NT$4,269,436 thousand as of December 31, 2021 and 2020, respectively.

Post-employment benefits

Defined contribution plan

The Company adopts a defined contribution plan in accordance with the Labor Pension Act
of the R.O.C. The Company has made monthly contribution of 6% of each individual
employee’s salaries or wages to employee’s pension accounts.

Pension benefits for employees of overseas subsidiaries and branches are provided in
accordance with the local regulations.

Pension expenses under the defined contribution plan for the years ended December 31, 2021
and 2020 were NT$197,769 thousand and NT$194,388 thousand, respectively.

Defined benefit plan

The Company adopts 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 15th
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.
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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
statements 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 1AS 19. The Company expects to contribute NT$17,659 thousand to its
defined benefit plan during the 12 months beginning December 31, 2021.

The maturities of the defined benefits plan as at December 31, 2021 and 2020 are both in
2025.

Pension costs recognized in profit or loss for the years ended December 31, 2021 and 2020:

For the years ended December 31,

2021 2020
Current period service costs $5,791 $5,655
Interest income or expense 2,266 4,226
Overestimate (underestimate) 19 (4)
Total $8,076 $9,877

Changes in the defined benefit obligation and fair value of plan assets are as follows:

For the years ended December 31,

2021 2020
Defined benefit obligation at January 1, $902,431 $849,561
Plan assets at fair value (292,209) (283,105)
Other non-current liabilities - accrued pension
liabilities recognized on the balance sheets $610,222 $566,456
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Reconciliation of liability (asset) of the defined benefit plan is as follows:

Defined benefit  Fair value of plan  Benefit liability

obligation assets (asset)
As at January 1, 2020 $802,898 $(274,729) $528,169
Current period service costs 5,655 - 5,655
Net interest expense (income) 6,424 (2,198) 4,226
Subtotal 814,977 (276,927) 538,050
Remeasurements of the net
defined benefit liability (asset):
Actuarial gains and losses - - -
arising from changes in
demographic assumptions
Actuarial gains and losses 56,665 - 56,665
arising from changes in
financial assumptions
Experience adjustments (1,354) - (1,354)
Return on plan assets - (9,405) (9,405)
Subtotal 55,311 (9,405) 45,906
Payments from the plan (20,727) 20,727 -
Contributions by employer - (17,500) (17,500)
As at December 31, 2020 $849,561 $(283,105) $566,456
Current period service costs 5,791 - 5,791
Net interest expense (income) 3,398 (1,132) 2,266
Subtotal 858,750 (284,237) 574,513
Remeasurements of the net
defined benefit liability (asset):
Actuarial gains and losses (2,110) - (2,110)
arising from changes in
demographic assumptions
Actuarial gains and losses 31,335 - 31,335
arising from changes in
financial assumptions
Experience adjustments 28,135 - 28,135
Return on plan assets - (3,992) (3,992)
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Subtotal 57,360 (3,992) 53,368
Payments from the plan (13,679) 13,679 -
Contributions by employer - (17,659) (17,659)
As at December 31, 2021 $902,431 $(292,209) $610,222

The following significant actuarial assumptions are used to determine the present value of
the defined benefit obligation:

December 31, December 31,

2021 2020
Discount rate 0.68% 0.40%
Expected rate of salary increases 2.00% 1.50%

A sensitivity analysis for significant assumption as at December 31, 2021 and 2020 is shown
as below:

Effect on the defined benefit obligation
2021 2020
Increase in  Decrease in  Increase in  Decrease in
defined defined defined defined

benefit benefit benefit benefit
obligation  obligation  obligation  obligation
Discount rate increase by 0.5% $- $(70,995) $- $(70,049)
Discount rate decrease by 0.5% 78,279 - 77,657 -
Future salary increase by 0.5% 76,821 - 76,376 -
Future salary decrease by 0.5% - (70,449) - (69,659)

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.
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(13) Equity
A. Share capital

As of December 31, 2021 and 2020, the Company’s authorized share capital was both
NT$15,000,000 thousand; issued share capital was both NT$12,227,451 thousand
(1,222,745 thousand shares), with par value of NT$10 per share. Each share has one voting
right and a right to receive dividends.

B. Capital surplus

December 31, December 31,
2021 2020

Additional paid-in capital $333,919 $578,468

Arising from conversion of bonds 3,588,848 3,588,848

Treasury share transactions 390,101 390,101
Avrising from the exercise of employee restricted

shares 30,755 30,755

Changes in ownership interests in subsidiaries 541,511 -

Total $4,885,134 $4,588,172

According to the Company Act, the capital surplus shall not be used except for offset the
deficit of the company. When a company incurs no loss, it may distribute the capital
surplus generated from the excess of the issuance price over the par value of share capital
and donations. The distribution could be made in cash to its shareholders in proportion to
the number of shares being held by each of them.

C. Retained earnings and dividend policy

According to the Company’s Articles of Incorporation, net profits for each fiscal year, if

any, shall be distributed in following order:

a. reserve for tax payments;

b. offset prior year’s losses;

c. setaside 10% of the remaining amount after deducting items (a) and (b) as legal reserve;

d. set aside or reverse special reserve in accordance with law and regulations; and

e. the distribution of the remaining portion, if any, will be recommended by the Board of
Directors and resolved in the shareholders’ meeting.
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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. As the Company currently is
still in the growth stage, funding may be required in the near future for expansion.
Therefore, the current policy is to distribute cash dividends at no less than 20% of total
dividends to be distributed.

According to the Company Act, the Company needs to set aside amount to legal reserve
unless where such legal reserve amounts to the total authorized capital. The legal reserve
can be used to offset 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 by issuing
new shares or by cash in proportion to the number of shares being held by each of the
shareholders.

Pursuant to existing regulations, the Company is required to set aside additional special
reserve equivalent to the net debit balance of the other components of shareholders’ equity.
For any subsequent reversal of other net deductions from shareholders’ equity, the amount
reversed may be distributed.

Following the adoption of TIFRS, the FSC on April 6, 2012 issued Order No. Financial-
Supervisory-Securities-Corporate-1010012865, which sets out the following provisions for
compliance:

On a public company's first-time adoption of the TIFRS, for any unrealized revaluation
gains and cumulative translation adjustments (gains) recorded in shareholders’ equity that
the Company elects to transfer to retained earnings by application of the exemption under
IFRS 1, the Company shall set aside an equal amount of special reserve. Following a
company’s adoption of the TIFRS for the preparation of its financial reports, when
distributing distributable earnings, it shall set aside to special reserve, from the profit/loss
of the current period and the undistributed earnings from the previous period, 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 in the preceding point, 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.
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As of December 31, 2021 and 2020, special reserve set aside for the first-time adoption of
TIFRS amounted to NT$201,416 thousand.

The appropriations for earnings for 2020 and 2019 were resolved by the shareholders in its
meeting on August 3, 2021 and June 10, 2020, respectively. The appropriations and
dividends per share were as follows:

Appropriation of earnings Dividend per share (NT$)
2020 2019 2020 2019
Legal reserve $362,921 $297,659
Special reserve (200,990) (400,766)
Cash dividends-common stock 2,200,941 1,956,392 $1.80 $1.60
Total $2,362,872 $1,853,285

On August 3, 2021 and June 10, 2020, the shareholders’ meeting resolved to debit capital
surplus by NT$244,549 thousand and NT$244,549 thousand, respectively, and distribute
the same amounts of cash to shareholders.

Please refer to Note 6(17) for information regarding the employees’ compensation
(bonuses) and remuneration to directors.

(14) Operating revenues

For the years ended December 31,

2021 2020
Assembly and testing processing revenues $22,081,412 $19,666,024
Revenues from rental of machinery 2,452,506 1,869,046
Rental income from property 36,132 105,287
Other operating revenues 1,250,677 1,704,401
Total revenues $25,820,727 $23,344,758
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Relevant information of revenues from contracts with customers for the years ended
December 31, 2021 and 2020 are as follows:

A. Disaggregation of revenues

Timing of revenue For the years ended December 31,
Nature of revenues recognition 2021 2020
Rendering of services  Over time $22,081,412 $19,666,024
Revenues from rental ~ Over time
of machinery 2,452,506 1,869,046
Rental income from On a straight-line basis or 36,132 105,287
property on a systematic basis
(Note)
Other operating At a point in time
revenues 1,250,677 1,704,401
Total $25,820,727 $23,344,758

Note: Please refer to Note 6(16) for information regarding leases.
B. Contract balances
(@) Contract assets — current

Nature of revenues 2021.12.31 2020.12.31 2020.01.01
Rendering of services $178,596 $202,972 $126,182

Please refer to Note 6(15) for more details on effect of impairment. Relevant
information of revenues from contracts with customers for the years ended December
31, 2021 and 2020 are as follows:

For the years ended December 31,

2021 2020
The opening balance transferred to trade
receivables $202,972 $126,182
Degree of completion measurement $178,596 $202,972
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(b) Contract liabilities - current

Nature of revenues 2021.12.31 2020.12.31 2020.01.01
Revenues from rental of
machinery $- $11,590 $52,486

Note: The difference of the beginning and ending balances is the net effect of the
completion of performance obligations for old contracts signed before the
opening date and new contracts signed before the ending date.

(15) Expected credit losses

Operating expenses - expected credit losses

For the years ended December 31,

2021 2020
Contract assets $- $-
Notes receivable - -
Trade receivables - 2,857
Total $- $2,857

Please refer to Note 12 for more details on credit risk.

The Company measures the loss allowance of its contract assets and receivables (including
notes receivable and trade receivables) at an amount equal to lifetime expected credit losses.
The assessment of the Company’s loss allowance as at December 31, 2021 and 2020 are as
follows:

A. The gross carrying amount of contract assets is NT$178,596 thousand and NT$202,972
thousand, respectively. Expected credit loss ratio is estimated to be 0%.
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B. The Company considers the grouping of trade receivables by counterparties’ credit ratings,
geographical regions and industry sectors. Loss allowance is measured by using a provision
matrix. Details are as follows:

As at December 31, 2021

Not yet due Overdue
Group 1 (Note) 1-90 days 91-180 days 181-365days  >366 days Total
Gross carrying
amount $5,992,584 $4,490 $2,601 $1,191 $-  $6,000,866
Loss ratio -% -% 1% 2% 5%
Lifetime expected (7,049) - (26) (24) - (7,099)
credit losses
Subtotal 5,985,535 4,490 2,575 1,167 - 5,993,767
Not yet due Overdue
Group 2 (Note) 1-90 days 91-180days 181-365days  >366 days Total
Gross carrying
amount $171 $217 $- $- $17,671 $18,059
Loss ratio 100% -% 100% 100% 100%
Lifetime expected (171) (217) - - (17,671) (18,059)
credit losses
Subtotal - - - - - -
Total $5,993,767
As at December 31, 2020
Not yet due Overdue
Group 1 (Note) 1-90 days 91-180days 181-365days  >366 days Total
Gross carrying $4,804,486 $69,166 $10,818 $- $-  $4,884,470
amount
Loss ratio -% -% 1% 2% 5%
Lifetime expected (3,949) - (108) - - (4,057)
credit losses
Subtotal 4,800,537 69,166 10,710 - - 4,880,413
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Not yet due Overdue
Group 2 (Note) 1-90 days 91-180 days 181-365days  >366 days Total

Gross carrying $571 $- $- $45 $20,485 $21,101

amount
Loss ratio 100% -% 100% 100% 100%
Lifetime expected (571) - - (45) (20,485) (21,101)

credit losses
Subtotal - - - - - -
Total $4,880,413

Note: The Company’s notes receivable are not overdue.

The movement in the provision for impairment of contract assets, notes receivable, and trade

receivables for the years ended December 31, 2021 and 2020 is as follows:

Contract Notes Trade Other
assets receivable receivables receivables
Beginning balance as at January 1,

2021 $- $- $25,158 $23,149
Addition for the current period - - - -
Write off - - - -
Ending balance as at December 31,

2021 $- $- $25,158 $23,149
Beginning balance as at January 1,

2020 $- $- $46,648 $-
Addition for the current period - - 2,857 -
Write off (Note) - - (1,198) -
Transfer - - (23,149) 23,149
Ending balance as at December 31,

2020 $- $- $25,158 $23,149

Note: Although the Company wrote off the financial assets during 2020, collection activities

are still underway.
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(16) Leases
A. The Company as a lessee
The Company leases land and buildings with lease terms ranging from 4 to 28 years. At
the end of the lease terms, the Company does not have the purchase option to acquire the
leasehold land and buildings.
The Company leases machinery and equipment for operational use with lease terms of 2
years. The Company has purchase options to acquire leasehold machinery and equipment
at the end of the lease terms.
The Company leases transportation equipment for operational use with lease terms of 3
years. The Company has purchase options to acquire leasehold transportation equipment

at the end of the lease terms.

The effect that leases have on the financial position, financial performance and cash flows
of the Company are as follows:

a. Amounts recognized in the balance sheet
(a) Right-of-use assets

The carrying amount of right-of-use assets

December 31,

December 31,

2021 2020
Land $457,989 $476,801
Buildings 9,513 -
Machinery and equipment 72,922 714,630
Transportation equipment 13,122 -
Total $553,546 $1,191,431

During the years ended December 31, 2021 and 2020, the Company’s additions
to right-of-use assets amounted to NT$24,275 thousand and NT$89,750 thousand,

respectively.
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During the year ended December 31, 2021 and 2020, the Company exercised the
purchase option and transferred the right-of-use assets to machinery and
equipment in the amount of NT$538,273 thousand and NT$32,681 thousand,
respectively.

(b) Lease liabilities

December 31, December 31,

2021 2020
Lease liabilities- current $86,364 $304,358
Lease liabilities- non-current 469,377 533,878
Total $555,741 $838,236

Please refer to Note 6(18) C for the interest on lease liabilities recognized during
the years ended December 31, 2021 and 2020, and refer to Note 12(3) section E
Liquidity Risk Management for the maturity analysis for lease liabilities as at
December 31, 2021 and 2020.

b. Amounts recognized in the statement of profit or loss

Depreciation charge for right-of-use assets

For the years ended December 31,

2021 2020
Land $18,812 $18,853
Machinery and equipment 103,435 102,055
Transportation equipment 1,640 -
Total $123,887 $120,908

c¢. Income and costs relating to leasing activities

For the years ended December 31,

2021 2020
The expenses relating to short-term leases $47,074 $36,305
The expenses relating to leases of low-value
assets (not including the expenses relating
to short-term leases of low-value assets) 505 497
Total $47,579 $36,802
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d. Cash outflows relating to leasing activities
During the years ended December 31, 2021 and 2020, the Company’s total cash
outflows for leases amounted to NT$363,642 thousand and NT$561,801 thousand,
respectively.

e. Other information relating to leasing activities

Extension and termination options

Some of the Company’s property rental agreements contain extension and termination
options. In determining the lease terms, the non-cancellable period for which the
Company has the right to use an underlying asset, together with periods covered by an
option to extend the lease if the Company is reasonably certain to exercise that option
and periods covered by an option to terminate the lease if the Company is reasonably
certain not to exercise that option. These options are used to maximize operational
flexibility in terms of managing contracts. The majority of extension and termination
options held are exercisable only by the Company.

After the commencement date, the Company reassesses the lease term upon the
occurrence of a significant event or a significant change in circumstances that is within
the control of the lessee and affects whether the Company is reasonably certain to
exercise an option not previously included in its determination of the lease term, or not
to exercise an option previously included in its determination of the lease term.

B. The Company as a lessor
The Company entered into commercial property leases with remaining terms between one
to two years. All leases include a clause to enable upward revision of the rental charge on

an annual basis according to prevailing market conditions.

For the years ended December 31,

2021 2020
Lease income for operating leases
Income relating to fixed lease payments and
variable lease payments that depend on an
index or a rate $36,132 $105,287

-351-



English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD.

NOTES TO PARENT COMPANY ONLY FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

Please refer to Note 6(8) for relevant disclosure of property, plant and equipment for
operating leases under IFRS 16. For operating leases entered by the Company, the
undiscounted lease payments to be received and a total of the amounts for the remaining
years as at December 31, 2021 and 2020 are as follow:

December 31, December 31,

2021 2020
Not later than one year $16,600 $34,930
Later than one year and not later than five years 347 -
Total $16,947 $34,930

(17) Summary statement of employee benefits, depreciation and amortization expenses by function
for the years ended December 31, 2021 and 2020:

For the years ended December 31,

2021 2020
Operating Operating Operating Operating
costs expenses  Total amount costs expenses  Total amount
Employee benefits
expense
Salaries $4,606,762  $1,084,787  $5,691,549  $4,208,403  $1,038,578  $5,246,981
Labor and health
insurance 443,611 73,448 517,059 403,170 72,965 476,135
Pension 166,075 39,770 205,845 161,096 43,169 204,265
Remuneration of
directors - 56,934 56,934 - 38,212 38,212
Other employee
benefits expense 208,609 30,919 239,528 212,690 33,763 246,453
Total $5,425,057  $1,285,858  $6,710,915  $4,985359  $1,226,687  $6,212,046
Depreciation $6,520,003 $582,272  $7,102,275  $6,311,631 $497,766  $6,809,397
Amortization $19,775 $27,475 $47,250 $28,938 $20,949 $49,887

The average total number of employees was 7,453 and 7,606 as of December 31, 2021 and
2020, respectively. The total number of Board of Directors who has not served as employees
was 7 and 7, respectively.
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A. The average amount of employee benefits expense was NT$894 thousand and NT$812
thousand for the years ended December 31, 2021 and 2020, respectively.

B. The average amount of salaries was NT$764 thousand and NT$690 thousand for the years
ended December 31, 2021 and 2020, respectively.

C. The change rate of average amount of salaries was 10.7% and 4.7% for the years ended
December 31, 2021 and 2020, respectively.

D. The remuneration to supervisors were estimated at O thousand and 0 thousand for the years
ended December 31, 2021 and 2020, respectively.

In accordance with the Articles of Incorporation, no higher than 1% of the profit of the
current year is distributable as remuneration to directors (including independent directors).
However, the Company’s accumulated losses shall have been covered (if any). 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. In addition,
according to the Company’s Articles of incorporation, the remuneration paid to directors
(including independent directors) is determined based on the Company’s overall operating
performance with consideration of the contribution of each director to the Company and
reference to industry norm. The remuneration proposal shall be approved by more than half
members of the Compensation Committee and submitted to the Board of Directors for
further approval.

According to the Company’s Articles of Incorporation and the Company Law, the
remuneration of the Company’s executives is determined based on the positions of the
executives, contribution to the Company’s operations, individual performance, and
consideration of the Company’s future risk and reference to the industry norm. The
remuneration is to be reviewed by the Compensation Committee for its plausibility and
submitted to the Board of Directors for resolution.

The employee’s compensation policy of the Company takes into account various factors

such as individual’s salary, rank, and performance evaluation, the industry norm and the
Company’s operating results, etc.
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In accordance with the Articles of Incorporation, 8% to 10% of profit of the current year is
distributable as employees’ compensation and no higher than 1% of profit of the current year
is distributable as remuneration to directors. However, the Company’s accumulated losses
shall have been covered (if any). 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 can be obtained from the “Market Observation Post System” on the
website of the TWSE.

Based on profit of current period, the Company estimated the amounts of the employees’
compensation and remuneration to directors for the year ended December 31, 2021 to be 8%
of profit of current period (or NT$569,336 thousand) and 0.8% of profit of current period (or
NT$56,934 thousand), respectively, which were recognized as salary expense. If the Board of
Directors resolved to distribute employees’ compensation in the form of stocks, then the
number of stocks distributed is calculated based on the closing price one day prior to the date
of resolution. If the estimated amounts differ from the actual distribution resolved by the
Board of Directors, the difference will be recognized in the profit or loss in the subsequent
year. A resolution was passed at a Board of Directors meeting held on March 4, 2022 to
distribute  NT$569,336 thousand and NT$56,934 thousand in cash as employees’
compensation and remuneration to directors, respectively, which were consistent with the
estimated amounts recognized for the year ended December 31, 2021.

Actual distribution of employees’ compensation and remuneration to directors of 2020
amounted to NT$382,118 thousand and NT$38,212 thousand, respectively. No material
differences exist between the estimated amount and the actual distribution of the employee
compensation and remuneration to directors for the year ended December 31, 2020.
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(18) Non-operating income and expenses

A. Other income

For the years ended December 31,

2021 2020
Dividend income $85,016 $50,966
Scrape income 12,868 15,638
Others 95,530 110,456
Total $193,414 $177,060

B. Other gains and losses

For the years ended December 31,

2021 2020
Gains on disposal of property, plant and equipment $96,761 $46,075
Foreign exchange gains, net 70,474 39,870
Impairment losses —Property, plant and equipment (59,461) (153,955)
Others (2,286) (96,760)
Total $105,488 $(164,770)

C. Finance costs

For the years ended December 31,

2021 2020
Interest expenses on borrowings from bank $189,184 $198,412
Interest expenses on lease liabilities 11,300 19,173
Total $200,484 $217,585
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(19) Components of other comprehensive income

For the year ended December 31, 2021

Other
Avrising Reclassification Other comprehensive
during the adjustments comprehensive  Income tax ~ income, net of
period during the period income expenses tax
Not to be reclassified to profit or
loss in subsequent periods:
Remeasurements of defined
benefit plans $(53,368) $- $(53,368) $- $(53,368)
Unrealized gains (losses) from
equity instrument
investments measured at fair
value through other
comprehensive income 2,101,279 - 2,101,279 (419,982) 1,681,297
To be reclassified to profit or loss
in subsequent periods:
Exchange differences resulting
from translating the financial
statements of  foreign
operations (42,240) - (42,240) 8,448 (33,792)
Total other comprehensive income $2,005,671 $- $2,005,671  $(411,534) $1,594,137
For the year ended December 31, 2020
Other
Arising Reclassification Other comprehensive
during the adjustments comprehensive  Income tax  income, net of
period during the period income expenses tax
Not to be reclassified to profit or
loss in subsequent periods:
Remeasurements of defined
benefit plans $(45,906) $- $(45,906) $- $(45,906)
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Unrealized gains (losses) from
equity instrument investments
measured at fair value
through other comprehensive
income 2,094,772
To be reclassified to profit or loss
in subsequent periods:
Exchange differences resulting
from translating the financial
statements of ~ foreign
operations 105,726

Total other comprehensive income $2,154,592

(38,462) 2,056,310  (403,570) 1,652,740
- 105,726 (21,145) 84,581
$(38,462)  $2,116,130  $(424,715)  $1,691,415

(20) Income tax

The major components of income tax expense are as follows:

Income tax expense recognized in profit or loss

Current income tax expense:
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

Income tax expense recognized in profit or loss
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For the years ended December 31,

2021 2020
$938,244 $723,367
(17,093) (198,244)
413,801 205,591
$1,335,042 $730,714
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Income tax relating to components of other comprehensive income

For the years ended December 31,

2021 2020

Deferred tax expense (income):
Unrealized gains (losses) from equity instrument
investments measured at fair value through other
comprehensive income $419,982 $403,570
Exchange differences resulting from translating the
financial statements of foreign operations (8,448) 21,145

Income tax relating to components of other
comprehensive income $411,534 $424,715

Reconciliation between tax expense and the product of accounting profit multiplied by
applicable tax rates is as follows:

For the years ended December 31,

2021 2020

Accounting profit before tax from continuing

operations $6,510,088 $4,367,367
Tax at the domestic rates applicable to profits in the

country concerned $1,302,018 $873,473
Tax effect of expenses not deductible for tax

purposes (363,774) (150,106)
Tax effect of deferred tax assets/liabilities 413,891 205,591
Adjustments in respect of current income tax of prior

periods (17,093) (198,244)
Total income tax expense recognized in profit or loss $1,335,042 $730,714
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Deferred tax assets (liabilities) relate to the following:

For the year ended December 31, 2021

Temporary differences

Unrealized exchange gains and
losses

Impairment loss of goodwill

Other impairment loss

Depreciation difference for tax
purpose

Unrealized sales discount

Investments accounted for using
the equity method

Exchange differences resulting
from translating the financial
statements of foreign
operations

Unrealized investment gains
and losses

Others

Deferred tax income/ (expense)
Net deferred tax assets/(liabilities)

Reflected in balance sheet as
follows:

Deferred tax assets

Deferred tax liabilities
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Recognized
Recognized in other Charged
Beginning in profit or comprehensive directlyto  Exchange Ending
balance loss income equity differences balance
$(29,772) $1,251 $- $- $- $(28,521)
12,650 - - - - 12,650
35,393 (20,580) - - - 14,813
23,235 9,232 - - - 32,467
38,991 40,631 - - - 79,622
(200,006)  (375,570) - - - (575,576)
89,259 - 8,448 - - 97,707
(438,190) (65,175) (419,982) - - (923,347)
28,095 (3,680) - - - 24,415
$(413,891) $(411,534) $- $-
$(440,345) $(1,265,770)
$227,623 $261,675
$667,968 $1,527,445
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For the year ended December 31, 2020

Temporary differences
Unrealized exchange gains and
losses
Impairment loss of goodwill
Other impairment loss
Depreciation difference for tax
purpose
Unrealized sales discount
Investments accounted for using
the equity method
Exchange differences resulting
from translating the financial
statements of foreign
operations
Unrealized investment gains
and losses
Others
Unused tax losses
Deferred tax income/ (expense)

Net deferred tax assets/(liabilities)

Reflected in balance sheet as
follows:

Deferred tax assets

Deferred tax liabilities
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Recognized
Recognized in other Charged
Beginning in profit or comprehensive directlyto  Exchange Ending
balance loss income equity differences  balance
$(5,624) $(24,148) $- $- $- $(29,772)
12,650 - - - - 12,650
11,054 24,339 - - - 35,393
24,219 (984) - - - 23,235
7,816 31,175 - - - 38,991
29,151  (229,157) - - - (200,006)
110,404 - (21,145) - - 89,259
(34,297) (323) (403,570) - - (438,190)
11,540 16,555 - - - 28,095
23,048 (23,048) - - - -
$(205,591) $(424,715) $- $-
$189,961 $(440,345)
$229,882 $227,623
$39,921 $667,968
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The assessment of income tax returns

As of December 31, 2021, the assessment of the income tax returns of the Company is as
follows:

Entities The assessment of income tax returns

The Company Assessed and approved up to 2019

Earnings per share

Basic earnings per share is calculated by dividing net profit for the year attributable to ordinary
equity owners of the Company by the weighted average number of ordinary shares outstanding
during the year.

Diluted earnings per share is calculated by dividing the net profit attributable to ordinary
equity owners of the Company 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 years ended
December 31,
2021 2020

A. Basic earnings per share
Profit attributable to ordinary equity owners of
the parent $5,175,046 $3,636,653

Weighted average number of ordinary shares

outstanding for basic earnings per share
(thousand share) 1,222,745 1,222,745

Basic earnings per share (NT$) $4.23 $2.97

B. Diluted earnings per share
Profit attributable to ordinary equity owners of
the parent $5,175,046 $3,636,653
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Weighted average number of ordinary shares
outstanding for basic earnings per share (in

thousands) 1,222,745 1,222,745
Effect of dilution:
Employee compensation—stock (in thousands) 14,512 13,079
Weighted average number of ordinary shares

outstanding after dilution (in thousands) 1,237,257 1,235,824
Diluted earnings per share (NT$) $4.18 $2.94

There have been no other transactions involving ordinary shares or potential ordinary shares
between the reporting date and the date the financial statements were issued.

7. Related Party Transactions

Information of the related parties that had transactions with the Company during the financial
reporting period is as follows:

A. Name and nature of relationship of the related parties

Name of the related parties Nature of relationship of the related parties

MediaTek Inc. The chairman of the Company and the chairman of
MediaTek Inc. are close relatives

Mediatek Singapore Pte. Ltd. Subsidiary of MediaTek Inc.

Airoha Technology Corp. Subsidiary of MediaTek Inc.

Airoha Technology (Suzhou) Limited Subsidiary of MediaTek Inc.

Other related parties (Note) Subsidiary of MediaTek Inc.

Fixwell Technology Corp. Associates

Wei Jiu Industrial Co., Ltd. Associates

KYEC USA Corp. Subsidiaries

KYEC SINGAPORE PTE. LTD. Subsidiaries

KYEC Japan K.K. Subsidiaries

King Long Technology (Suzhou) Ltd. Subsidiaries
Suzhou Zhengkuan Technology Ltd. Subsidiaries
King Ding Precision Inc. Subsidiaries

Note : The Company's transactions with these companies are not material.
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B. Significant transactions with related parties

()

(b)

(©)

(d)

Operating income

For the years ended December 31,

2021 2020
MediaTek Inc. $4,654,610 $2,820,870
Mediatek Singapore Pte. Ltd. 2,947,566 2,177,299
Other related parties 712,729 391,058
Subsidiaries 34,771 151,836
Associates 5,626 5,585
Total $8,355,302 $5,546,648

Trading prices with related parties were determined through mutual agreement based on
the market demands. The trade credit terms with related parties were 45 to 180 days, while
the terms with non-related parties were 30 to 120 days. The outstanding balance due from
related parties as of December 31, 2021 and 2020 was unsecured, non-interest bearing and
must be settled in cash. The receivables from the related parties were not guaranteed.

The Company purchased inventories from associates and subsidiaries. For the year ended
December 31, 2021, the purchase amounts were NT$164,287 thousand and NT$106
thousand, respectively. The Company purchased inventories from associates and
subsidiaries, for the year ended December 31, 2020, the purchase amount were NT$77,608
thousand and NT$537 thousand, respectively. The purchase price was based on the market
demands. The payment terms with related parties were 30 days, while the terms with non-
related parties were 30 to 120 days.

The Company engaged an associate to perform machinery maintenance services. For the
years ended December 31, 2021 and 2020, related operating cost recognized amounted to
NT$313,388 thousand and NT$300,730 thousand, respectively. The Company appointed a
subsidiary to perform machinery repairs. For the years ended December 31, 2021 and 2020,
the operating cost recognized amounted to NT$1,182 thousand and NT$3,680 thousand,
respectively.

The Company paid rental expenses for renting machines from associates. For the years
ended December 2021 and 2020, the rental expenses amounted to NT$11,079 thousand
and NT$6,605 thousand, respectively. The rental price was based on the similar machine’s
rental price in the market. The payment terms with related parties were 30 to 90 days, while
terms with non-related parties were 0 to 30 days.
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(e) Significant property transactions with related parties:

Disposal of property, plant and equipment

For the year ended For the year ended
December 31, 2021 December 31, 2020
Related party Sales price  Disposal gain ~ Sales price  Disposal gain
King Long Technology $1,140,684 $131,123 $287,847 $37,863
(Suzhou) Ltd.
Subsidiaries 32,195 3,601 27,847 12,873
Associates 14,969 4,613 14,869 5,678
Subtotal 1,187,848 139,337 330,563 56,414
Unrealize gain on
disposal in current year - (46,162) - 4,917
(Note)
Net Amount $1,187,848 $93,175 $330,563 $61,331

Note: The Company deferred the disposal gain derived from sales of property, plant and
equipment to related parties, and then recognized such gain over depreciable lives
of the disposed assets.

I. Acquisition of property, plant and equipment

For the year
ended December

For the year
ended December

31, 2021 31, 2020
Related party Purchase price Purchase price
Subsidiaries $21,231 $243,360
Associates 190,112 123,070
Total $211,343 $366,430

The purchase price was determined through mutual agreement based on the market

demand.
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(F) Contract assets

Contract assets — current

December 31, December 31,

2021 2020
Other related parties $2,249 $-
Less: loss allowance - -
Net $2,249 $-

(g) Trade receivables from related parties

December 31,

December 31,

2021 2020
MediaTek Inc. $1,069,273 $1,056,080
Mediatek Singapore Pte. Ltd. 787,233 523,417
Other related parties 213,336 100,036
Subsidiaries 11,031 69,684
Associates 467 461
Less: loss allowance - -
Net $2,081,340 $1,749,678

(h) Other receivables from related parties

December 31,

December 31,

2021 2020
King Long Technology (Suzhou) Ltd. $425,716 $71,659
MediaTek Inc. 4,361 25,708
Other related parties 464 598
Associates - 6,951
Subsidiaries - 7,002
Total $430,541 $111,918
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(i) Account payables to related parties

(j) Other payables to related parties

(k)

() Other income
For the years ended December 31,
2021 2020
Associates $141 $681
Subsidiaries - 926
Total $141 $1,607

December 31,

December 31,

2021 2020
Wei Jiu Industrial Co., Ltd. $19,961 $16,512
Associates 1,453 2,975
Total $21,414 $19,487

December 31,

December 31,

2021 2020
Fixwell Technology Corp. $75,127 $46,612
Wei Jiu Industrial Co., Ltd. 22,365 18,013
Subsidiaries 10,638 7,039
King Long Technology (Suzhou) Ltd. 10,168 233,588
Other related parties 1,438 831
Total $119,736 $306,083

The Company paid NT$96,669 thousand and NT$99,387 thousand as commission
expenses to the subsidiaries for the years ended December 31, 2021 and 2020, respectively.

C. Endorsements and guarantees:

As of December 31, 2021, the Company guaranteed Suzhou Zhengkuan Technology Ltd. ’s
lines of credit which were provided by The Shanghai Commercial & Savings Bank. Please refer
to Note 9 for more details.
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D. Key management personnel compensation

For the years ended December 31,

2021 2020
Short-term employee benefits $179,374 $120,917
Post-employment benefits 1,008 1,004
Total $180,382 $121,921

8. Assets Pledged as Security
The following table lists assets of the Company pledged as security:

Carrying amount

December 31, December 31,
Items 2021 2020 Purpose of pledge
Other non-current financial assets $105,972 $115,669  Customs clearance
Land 914,594 914,594  Long-term borrowings
Building and facility 1,196,213 1,273,901  Long-term borrowings
Machinery and equipment 5,766,116 6,898,747  Long-term borrowings
Total $7,982,895 $9,202,911

9. Significant Contingent Liabilities and Unrecognized Commitments

As of December 31, 2021, the following contingencies and material commitments were not

included in the Company’s financial statements:

A. The Company's issued and outstanding letters of credit totaled approximately NT$497,089

thousand.

B. To construct the plant and factory premises, the Company had entered into several construction
contracts in an aggregate amount of NT$1,533,954 thousand with NT$924,513 thousand
already paid and NT$609,441 thousand remaining unpaid (promissory notes have been issued).

C. The promissory notes issued for secured bank loans amounted to NT$41,917,725 thousand.
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D. The Company also provided guarantees to Suzhou Zhengkuan Technology Ltd.’s lines of credit.
The lines of credit were provided by The Shanghai Commercial & Savings Bank in the amount
of US$5,000 thousand.

E. The Company entered into loan agreements with Mega International Commercial Bank and
First Commercial Bank , the following financial covenants shall be maintained on an annual
basis during the period from 2020 to 2025:

(@) Current ratio not less than 100%;
(b) Debt ratio not more than 150%;
(c) Interest coverage ratio no less than 300%.

The Company entered into a loan agreement with Far Eastern Int’l Bank , the following
financial covenants shall be maintained on a semi-annual and annual basis during the period
from 2020 to 2023:

(@) Current ratio not less than 100%;

(b) Debt ratio not more than 150%;

(c) Interest coverage ratio no less than 300%.

The Company entered into a loan agreement with JihSun International Commercial Bank , the
following financial covenants shall be maintained on a semi-annual and annual basis during
the period from 2021 to 2024:

(a) Current ratio not less than 100%;

(b) Debt ratio not more than 150%;

(c) Interest coverage ratio no less than 300%.

The Company entered into a loan agreement with Yuanta Commercial Bank , the following
financial covenants shall be maintained on a semi-annual and annual basis during the period
from 2021 to 2025:

(a) Current ratio not less than 100%;

(b) Debt ratio not more than 150%;

(c) Interest coverage ratio no less than 300%.
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The Company entered into a syndicated loan agreement with 17 banks, led by Mega
International Commercial Bank of Taiwan, and the Company shall maintain the following
financial covenants on a semi-annual and annual basis during the period from 2018 to 2023:
(a) Current ratio not less than 100%;

(b) Debt ratio not more than 150%;

(c) Interest coverage ratio not less than 300%.

In the case of failure to adhere to the aforementioned financial covenants during the period from
2018 to 2023, Mega International Commercial Bank of Taiwan may assemble a meeting among
the banks to govern the matter to decide on a course of action or request for each bank’s written
approval for such course of action, when necessary.

The Company entered into a syndicated loan agreement with 13 banks, led by Mega
International Commercial Bank of Taiwan, and the Company shall maintain the following
financial covenants on a semi-annual and annual basis during the period from 2020 to 2025:
(a) Current ratio not less than 100%;

(b) Debt ratio not more than 150%;

(c) Interest coverage ratio not less than 300%.

In the case of failure to adhere to the aforementioned financial covenants during the period from
2020 to 2025, Mega International Commercial Bank of Taiwan may assemble a meeting among
the banks to govern the matter to decide on a course of action or request for each bank’s written

approval for such course of action, when necessary.

As of December 31, 2021, the Company did not violate any financial covenants.

10. Losses due to Major Disasters

None.
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11. Significant Subsequent Events

None.

12. Others

(1) Categories of financial instruments

A. Categories of financial instruments

Financial assets

Financial assets at fair value through other
comprehensive income

Financial assets measured at amortized cost

(Note)

Total

Financial liabilities
Financial liabilities at amortized cost:

Payables (including related parties)
Other payables (including related parties)
Long-term loans (including current portion)
Lease liabilities
Guarantee deposits

Total

December 31,

December 31,

2021 2020
$6,546,477 $4,446,563
13,270,264 10,316,832

$19,816,741 $14,763,395
$809,147 $814,316
4,680,212 3,423,827
21,275,331 18,318,298
555,741 838,236
33,851 2,755
$27,354,282 $23,397,432

Note: Includes cash and cash equivalents, notes receivable, trade receivables (including
related parties), other receivables (including related parties), other financial assets

and refundable deposits.
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(2) Financial risk management objectives

The objective of the Company’s financial risk management is mainly to manage the market
risk, credit risk and liquidity risk derived from its operating activities. The Company
identified, measured and managed the aforementioned risks based on the Company’s policy
and risk tendency.

The Company has established appropriate policies, procedures and internal controls for
financial risk management. The plans for material treasury activities are reviewed by Board
of Directors and Audit committee in accordance with relevant regulations and internal
controls. The Company complies with its financial risk management policies at all times.

(3) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of the changes in market prices. Market prices comprise foreign currency
risk, interest rate risk and other price risk (such as equity risk).

In practice, it is rarely the case that a single risk variable will change independently from
other risk variables, there are usually interdependencies between risk variables. However,
the sensitivity analysis disclosed below does not take into account the interdependencies
between risk variables.

A. 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 revenues or expenses are
denominated in a different currency from the Company’s functional currency) and the
Company’s net investments in foreign operations.

Some receivables and payables are denominated in the same foreign currency, and it will
result in economic hedging effect. Further, net investments in foreign operations are
primary for strategic purposes, and they are not hedged by the Company.

The Company's sensitivity analysis to foreign currency risk mainly focuses on foreign
currency monetary items at the end of the reporting period. The Company’s foreign
currency risk is mainly from the volatility in the exchange rates of US$. The sensitivity
analysis is as follows:
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When NT$ appreciates or depreciates against US$ by 1%, the profit for the years ended
December 31, 2021 and 2020 would have increased / decreased by NT$520 thousand
and NT$2,406 thousand, respectively.

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
the risk of changes in market interest rates relates primarily to the Company’s loans and
receivables at variable interest rates.

The Company manages its risk by having a balanced portfolio of financial instruments
with fixed and floating interest rates. The Company did not apply hedging accounting
since such hedging activities did not qualify for criteria of hedge accounting.

The Company’s sensitivity analysis to interest rate risk mainly focuses on items exposed
to interest rate risk at the end of the reporting period, including investments with floating
interest rates and bank borrowings with floating rates. Assuming investments and bank
borrowings had been outstanding for the entire period and all other variables were
constant, a hypothetical increase/decrease of 10 basis points of interest rate in a reporting
period would have resulted in a decrease/increase in profit by NT$21,303 thousand and
NT$18,360 thousand for the years ended December 31, 2021 and 2020, respectively.

Equity price risk

The Company’s equity investments, including listed and unlisted equity securities, are
exposed to market price risk arising from uncertainties of future values of equity
securities. The Company’s investments in listed and unlisted equity securities are
classified under financial assets at fair value through other comprehensive income. The
Company manages the equity price risk through diversification and placing limits on
individual and total equity investments. Reports on the equity portfolio are submitted to
the Company’s senior management on a regular basis. The Company’s Board of
Directors reviews and approves certain significant equity investments according to level
of authority.
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At the reporting date ended December 31, 2021 and 2020, a change of 20% in the price
of the listed equity securities classified under equity instrument investments measured at
fair value through other comprehensive income would have impact of NT$8,606
thousand and NT$5,623 thousand on the equity attributable to the Company.

Please refer to Note 12(3) section H 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.

. Credit risk management

Credit risk is the risk that 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 contract assets, trade receivables and notes receivable) and from
its financing activities (including bank deposits and other financial instruments).

Customer credit risk is managed by each business unit subject to the Company’s
established policy, procedures and controls relating to customer credit risk management.
Credit limits are established for all customers based on their financial position, rating
from credit rating agencies, historical experience, prevailing economic condition and the
Company’s internal rating criteria, etc. Certain customer’s credit risk will also be
managed by taking credit enhancing procedures, such as requesting for prepayment and
insurance.

As of December 31, 2021 and 2020, receivables from top ten customers represented 52%
and 49% of the total trade receivables of the Company, respectively. The credit
concentration risk of other accounts receivable was insignificant.

The Company manages its exposure to credit risk arising from bank deposits, fixed
income securities and other financial instruments in accordance with established group
policies. Since the counter-parties are selected reputable financial institutions and
companies, the Company believes its exposure to credit risk is not significant.
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E. Liquidity risk management

The Company maintained financial flexibility through the holding of cash and cash
equivalents, investments in securities with high liquidity, and facilities of bank
borrowings. The table below summarizes the maturity profile of the Company’s financial
liabilities based on the contractual undiscounted payments and contractual maturity, and
the payment amount also includes the contractual interest. The undiscounted payment
relating to borrowings with variable interest rates is extrapolated based on the estimated
interest rate yield curve as of the end of the reporting period.

Non-derivative financial instruments

Lessthan 1 Longer than 4
year 1to 2 years 2 to 3 years 3 to 4 years years Total

December 31, 2021
Payables $5,489,359 $- $- $- $- $5,489,359
Borrowings 189,280 7,044,228 3,923,542 10,347,594 418,026 21,922,670
Lease liabilities 86,364 22,643 23,136 16,715 406,883 555,741
(Note)
December 31, 2020
Payables $4,238,143 $- $- $- $- $4,238,143
Borrowings 160,053 6,468,700 9,632,289 1,655,063 909,521 18,825,626
Lease liabilities 304,358 79,436 15,642 15,917 422,883 838,236
(Note)

Note: Information about the maturities of lease liabilities is provided in the table below:

Maturity Period

Lease liabilities Lessthan 1year 1to5years 6to10years > 10 years Total
December 31, 2021 $86,364 $78,797 $85,444 $305,136 $555,741
December 31, 2020 $304,358 $126,995 $101,747 $305,136 $838,236
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F. Reconciliation of liabilities arising from financing activities

Reconciliation of liabilities for year ended December 31, 2021

As of January 1, 2021

Cash flows

Non-cash changes
Syndicated loan issuance costs
Amortization on bonds payable
Addition to right-of-use assets
Foreign exchange movement

As of December 31, 2021

Total liabilities

from financing

Long-term loans Lease liabilities activities

$18,318,298 $838,236 $19,156,534
2,932,769 (304,763) 2,628,006
18,300 - 18,300
(4,730) - (4,730)

- 24,275 24,275

10,694 (2,007) 8,687
$21,275,331 $555,741 $21,831,072

Reconciliation of liabilities for year ended December 31, 2020:

As of January 1, 2020

Cash flows

Non-cash changes
Syndicated loan issuance costs
Amortization on bonds payable
Addition to right-of-use assets
Remeasurement of lease

liabilities
Foreign exchange movement
As of December 31, 2020

Total liabilities
from financing

Long-term loans Lease liabilities activities

$16,944,660 $1,232,514 $18,177,174
1,434,194 (505,826) 928,368
16,380 - 16,380
(3,765) - (3,765)

- 89,750 89,750

- 26,651 26,651
(73,171) (4,853) (78,024)
$18,318,298 $838,236 $19,156,534
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G. 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:

()

(b)

(©)

(d)

The carrying amount of cash and cash equivalents, accounts receivable, accounts
payable and other payables approximate their fair value due to their short
maturities.

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 at
the reporting date.

Fair value of equity instruments without market quotations (including private
placement of listed equity securities, unquoted public company and private
company equity securities) are estimated using the market method valuation
techniques based on parameters such as prices based on market transactions of
equity instruments of identical or comparable entities and other relevant
information (for example, inputs such as discount for lack of marketability, P/E
ratio of similar entities and Price-Book ratio of similar entities).

Fair value of debt instruments without market quotations, bank loans and other
non-current liabilities are determined based on the counterparty prices or valuation
method. The valuation method uses DCF method as a basis, and the assumptions
such as the interest rate and discount rate are primarily based on relevant
information of similar instruments.

b. Fair value of financial instruments measured at amortized cost

The carrying amounts of the Company’s financial assets and financial liabilities
measured at amortized cost approximate their fair value.
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c. Fair value measurement hierarchy for financial instruments

Please refer to Note 12(3) section H for fair value measurement hierarchy for financial
instruments of the Company.

H. Fair value measurement hierarchy

a. Fair value measurement hierarchy

All assets 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 assets or liabilities, either directly or indirectly.

Level 3: Unobservable inputs for the assets or liabilities.

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 measured at fair value on a non-recurring basis;
the following table presents the fair value measurement hierarchy of the Company’s

assets and liabilities on a recurring basis:

December 31, 2021

Level 1 Level 2 Level 3 Total
Financial assets at fair value through
other comprehensive income
Equity instruments measured at
fair value through other
comprehensive income $43,028 $- $6,503,449 $6,546,477

-377-



English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD.

NOTES TO PARENT COMPANY ONLY FINANCIAL STATEMENTS
(Amounts are expressed in thousands of New Taiwan dollars unless otherwise stated)

December 31, 2020

Level 1 Level 2 Level 3 Total
Financial assets at fair value through
other comprehensive income
Equity instruments measured at
fair value through other
comprehensive income $28,117 $-  $4,418,446  $4,446,563

Reconciliation for fair value measurements in Level 3 of the fair value hierarchy for
movements during the period is as follows:

For the year ended December 31, 2021:

Assets

At fair value through other
comprehensive income

Stocks
Beginning balance as at January 1, 2021 $4,418,446
The fair value of the investments of derecognition (1,365)
Total gains and losses recognized for the year ended
December 31, 2021
Amount recognized in OCI (presented in “unrealized
gains (losses) from equity instrument investments
measured at fair value through other comprehensive
income”) 2,086,368
Ending balance as at December 31, 2021 $6,503,449
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For the year ended December 31, 2020:

Assets

At fair value through other
comprehensive income

Stocks
Beginning balance as at January 1, 2020 $2,400,157
Total gains and losses recognized for the year ended
December 31, 2020:
Amount recognized in OCI (presented in “unrealized
gains (losses) from equity instrument investments
measured at fair value through other comprehensive
income”) 2,018,289
Ending balance as at December 31, 2020 $4,418,446

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 at December 31, 2021

Significant Relationship

Valuation  unobservable Quantitative  between inputs Sensitivity of the input to fair

Financial assets: techniques inputs information _ and fair value value

Financial assets at

fair value

through other

comprehensive

income

Stocks

Assets Discount for 10% The higher the 10% increase/decrease in the
approach lack of discount for lack  discount for lack of marketability
marketability of marketability,  would result in decrease/increase

the lower the fair  in the Company’s equity by
value of the stocks NT$714,919 thousand.
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Stocks Markets P/E, P/B, 30% The higher the 10% increase/decrease in the
approach EV/EBITDA, proportion of discount for lack of marketability
EV/EBIT similar quantified would result in decrease/increase
and EV/Sales information, the  in the Company’s equity by
higher the fair NT$9,883 thousand.
value of the stocks
As at December 31, 2020
Significant Relationship
Valuation  unobservable Quantitative  between inputs Sensitivity of the input to fair
Financial assets: techniques inputs information _ and fair value value

Financial assets at

fair value
through other
comprehensive
income
Stocks Assets Discount for 10% The higher the 10% increase/decrease in the
approach lack of discount for lack  discount for lack of marketability
marketability of marketability,  would result in decrease/increase
the lower the fair  in the Company’s equity by
value of the stocks NT$489,775 thousand.
Stocks Markets P/E, P/B, 30% The higher the 10% increase/decrease in the
approach EV/EBITDA, proportion of discount for lack of marketability
EV/EBIT similar quantified would result in decrease/increase
and EV/Sales information, the  in the Company’s equity by

higher the fair NT$1,495 thousand.
value of the stocks

Valuation process used for fair value measurements categorized within Level 3 of the fair
value hierarchy

The Company’s Finance 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 Department analyses the movements
in the values of assets and liabilities which are required to be re-measured or re-assessed
as per the Company’s accounting policies at each reporting date.
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I. Significant assets and liabilities denominated in foreign currencies

Information regarding the significant assets and liabilities denominated in foreign
currencies is listed below:

December 31, 2021
Foreign Currency NT$

(thousand) Exchange rate (thousand)

Monetary financial assets

US$ $244,913 27.68 $6,779,191
JPY 628,595 0.2405 151,177
CNY 579 4.344 2,517
Monetary financial liabilities

US$ 243,034 27.68 6,727,176
JPY 653,018 0.2405 157,051

December 31, 2020
Foreign Currency NT$

(thousand) Exchange rate (thousand)

Monetary financial assets

US$ $173,133 28.48 $4,930,838
JPY 209,229 0.2763 57,810
CNY 577 4.377 2,527
Monetary financial liabilities

US$ 181,580 28.48 5,171,411
JPY 254,698 0.2763 70,373
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Functional currencies of entities of the Company are varied. Accordingly, the Company
is not able to disclose the information of exchange gains and losses of monetary financial
assets and liabilities by each significant asset and liability denominated in foreign
currencies. The foreign exchange gains were NT$70,474 thousand and NT$39,870
thousand for the years ended December 31, 2021 and 2020, respectively.

The above information is disclosed based on the carrying amount of foreign currency
(after conversion to functional currency).

. 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.

. The impact of the COVID-19 pandemic on the Company

Since the outbreak of COVID -19, the pandemic has been controlled appropriately in the
countries where the Company's main operations and production are located. Therefore,
no significant impact was incurred on the Company due to the pandemic.

Near the end of May 2021, a foreign migrant worker cluster infection occurred at the
Company's premises. The Company, following the guidance from the Central Epidemic
Command Center, decisively adopted series of measures to contain the infection. The
measures included quarantine of infected workers, 48 hours production suspension and
load reduction, etc. It is estimated that this cluster infection reduced approximately 30%
of the Company's monthly sales in June 2021. Other than this one-time impact, COVID-
19 does not have any significant impact on the Company's going concern basis, funding
ability and operations.
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13. Additional Disclosures

(1) The following are additional disclosures for the Company and its affiliates as required by the

(2)

R.O.C. Securities and Futures Bureau for the year ended December 31, 2021:

A. Financing provided to others: None.

B.
C.
D.

Endorsement/Guarantee provided to others: Please refer to Attachment 1.

Securities held as of December 31, 2021: Please refer to Attachment 2.

Individual securities acquired or disposed of with accumulated amount exceeding the lower
of NT$300 million or 20 percent of the capital stock: None.

. Acquisition of individual real estate with amount exceeding the lower of NT$300 million

or 20 percent of the capital stock: Please refer to Attachment 3.

. Disposal of individual real estate with amount exceeding the lower of NT$300 million or

20 percent of the capital stock: None.

. Related party transactions for purchases and sales amounts exceeding the lower of NT$100

million or 20 percent of the capital stock: Please refer to Attachment 4.

. Receivables from related parties with amounts exceeding the lower of NT$100 million or

20 percent of capital stock: Please refer to Attachment 5.

. Financial instruments and derivative transactions: None.

Parent-subsidiary relationship between business dealings and important circumstance:
Please refer to Attachment 6.

Information on investees

A. Information regarding investee companies over which the Company can exercise

B.

significant influence or control: Please refer to Attachment 7.

The following are additional disclosures for investee companies KYEC has significant
influence or control:

a. Financing provided to others: None.

b. Endorsement/Guarantee provided to others: None.

C. Securities held as of December 31, 2021: None.

d. Individual securities acquired or disposed of with accumulated amount exceeding the
lower of NT$300 million or 20 percent of the capital stock: None.
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e. Acquisition of individual real estate with amount exceeding the lower of NT$300
million or 20 percent of the capital stock: None.

f. Disposal of individual real estate with amount exceeding the lower of NT$300 million
or 20 percent of the capital stock: None.

0. Related party transactions for purchases and sales amounts exceeding the lower of
NT$100 million or 20 percent of the capital stock: Please refer to Attachment 4.

h. Receivables from related parties with amounts exceeding the lower of NT$100 million
or 20 percent of capital stock as of December 31, 2021: Please refer to Attachment 5.

I. Financial instruments and derivative transactions: None.

(2) Investment in Mainland China: Please refer to Attachment 8.

(3) Major shareholders information: There is no shareholder who owns above 5% securities of
the Company as at December 31, 2021.
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KING YUAN ELECTRONICS CO., LTD.
1.STATEMENT OF CASH AND CASH EQUIVALENTS
December 31, 2021

(In Thousands of New Taiwan Dollars)

Item Description Amount Note
Cash and cash equivalents |Including US$40,425 thousand | $ 4,920,308 |Exchange rate of
and JPY 628,595 thousand Dec.31, 2021:
Time deposits 1,500,000 |NT$ 27.68 = US$ 1
Total $ 6,420,308 [NT$ 0.2405 = JPY 1
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KING YUAN ELECTRONICS CO,, LTD.
2.STATEMENT OF NOTES RECEIVABLE, NET
December 31, 2021

(In Thousands of New Taiwan Dollars)

Client Name Description Amount Note

GSI Technology Taiwan, Inc. $ 7,706
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KING YUAN ELECTRONICS CO., LTD.
3.STATEMENT OF TRADE RECEIVABLES, NET
December 31, 2021

(In Thousands of New Taiwan Dollars)

Client Name Description Amount Note
Omnvision Technologies Singapore Pte. Ltd. $ 325,884
Phison Electronics Corporation 254,953
Silicon Motion, Inc. 245,055
Nvidia Corporation 218,006
Others The amount of each 2 885,981

item in "Others" does
not exceed 5% of the
account balance.

Total 3,929,879
Less: loss allowance (25,158)
Net $ 3,904,721
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KING YUAN ELECTRONICS CO., LTD.
4 STATEMENT OF TRADE RECEIVABLES FROM RELATED PARTIES
December 31, 2021

(In Thousands of New Taiwan Dollars)

Client Name Description Amount Note

MediaTek Inc. $ 1,069,273
Mediatek Singapore Pte. Ltd. 787,233
Airoha Technology Corp. 155,744
Airoha Technology (Suzhou) Limited 32,178
Richtek Technology Corp. 14,456
King Long Technology (Suzhou) Ltd. 10,989
Airoha Technology (HK) Limited 10,958
Others The amount of each item 509

in "Others" does not

exceed NT$1,000

thousand.
Total $ 2,081,340
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KING YUAN ELECTRONICS CO., LTD.
5.STATEMENT OF OTHER RECEIVABLES
December 31, 2021

(In Thousands of New Taiwan Dollars)

Client Name Description Amount Note
Other receivables $ 336,586
Tax refund 602
Interest receivable 243
Total 337,431
Less: loss allowance (23,149)
Net $ 314,282
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KING YUAN ELECTRONICS CO., LTD.
6.STATEMENT OF OTHER RECEIVABLES FROM RELATED PARTIES
December 31, 2021

(In Thousands of New Taiwan Dollars)

Client Name Description Amount Note
King Long Technology (Suzhou) Ltd. $ 425,716
MediaTek Inc. 4,361
Others The amount of each item 464

in "Others" does not
exceed NT$1,000
thousand.

Total $ 430,541
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KING YUAN ELECTRONICS CO., LTD.
7.STATEMENT OF INVENTORIES, NET
December 31, 2021

(In Thousands of New Taiwan Dollars)

. Amount
Iltem Description - Note
Cost market price
Raw materials $ 823,881 [ $ 909,458 |Inventory are valued at
Work in process 278,556 278,967 'OWI?r ‘;f COISt and net
realized value.
Total 1,102,437 | $ 1,188,425
Less: allgwance for inventory (72,657)
valuation and obsolescence losses —_—
Net 3 1,029,780
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KING YUAN ELECTRONICS CO., LTD.
8.STATEMENT OF OTHER CURRENT ASSETS
December 31, 2021

(In Thousands of New Taiwan Dollars)

Item Description Amount Note
Payments on behalf of others $ 62,328
Temporary payments 4,550
Total $ 66,878
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KING YUAN ELECTRONICS CO., LTD.
11.STATEMENT OF CHANGES IN PROPERTY, PLANT AND EQUIPMENT AND
ACCUMULATED DEPRECIATION OF PROPERTY, PLANT AND EQUIPMENT
For the year ended December 31, 2021

(In Thousands of New Taiwan Dollars)
A. Please refer to Note 6.(8) for more details of the changes in property, plant and equipment and
accumulated depreciation of property, plant and equipment.

B. Please refer to Note 8 for property, plant and equipment under pledges.

C. Details of transfer are as following:

Transferred from prepayments $ 64,339
Transferred from right-of-use assets ~ $ 538,273
Transferred to intangible assets $ -

D.Depreciation expense details are as following:

Operating costs $ 6,520,003
Selling expenses 2,916
Administration expenses 458,521
Research and development expenses 120,835
Total $ 7,102,275
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KING YUAN ELECTRONICS CO., LTD.
14 STATEMENT OF NOTES PAYABLE
December 31, 2021

(In Thousands of New Taiwan Dollars)

Vendor name Description Amount Note
Acer E-enabling Service Business Inc. $ 8,181
Others The amount of each item 1,885

in "Others" does not
exceed 5% of the account
balance.

Total $ 10,066

-406-




KING YUAN ELECTRONICS CO., LTD.
15.STATEMENT OF ACCOUNTS PAYABLE
December 31, 2021

(In Thousands of New Taiwan Dollars)

Vendor name Description Amount Note
Avnet Asia Pte Ltd. $ 59,354
Answer Technology Co., Ltd. 58,784
PIN-JET MICROTECH., CO., LTD. 44 517
MAKOTO Technology Co., Ltd. 42,712
Others The amount of each item in 572,300
"Others" does not exceed 5% of
the account balance. _
Total $ 777,667
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KING YUAN ELECTRONICS CO., LTD.
16.STATEMENTS OF PAYABLES TO RELATED PARTIES
December 31, 2021

(In Thousands of New Taiwan Dollars)

Vendor name Description Amount Note
Wei Jiu Industrial Co., Ltd. $ 19,961
1,453

Fixwell Technology Corp.
Total $ 21,414
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KING YUAN ELECTRONICS CO., LTD.
17.STATEMENT OF OTHER PAYABLES
December 31, 2021

(In Thousands of New Taiwan Dollars)

Item Description Amount Note
Accrued payroll $ 377,545
Accrued bonuses 475,818
Accrued employees' compensation 638,299
and remuneration to directors
Accrued accessories expense 806,067
Accrued utilities expense 109,735
Accrued labor and health insurance expense 98,621
Accrued pension expense 34,536
Accrued interest 6,579
Others 777,553 Note
Total $ 3,324,753

Note : Mainly indirect supplies.
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KING YUAN ELECTRONICS CO., LTD.
18.STATEMENT OF OTHER PAYABLES TO RELATED PARTIES
December 31, 2021

(In Thousands of New Taiwan Dollars)

Related parties Description Amount Note
Fixwell Technology Corp. $ 75,127
Wei Jiu Industrial Co., Ltd. 22,365
King Long Technology (Suzhou) Ltd. 10,168
KYEC Japan K.K. 6,585
KYEC USA Corp. 2,076
Suzhou Zhengkuan Technology Ltd. 1,977
Airoha Technology Corp. 1,438
Total $ 119,736
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KING YUAN ELECTRONICS CO., LTD.
19.STATEMENT OF PAYABLES TO EQUIPMENT SUPPLIERS
December 31, 2021

(In Thousands of New Taiwan Dollars)

Vendor name Description Amount Note
Advantest Taiwan Inc. $ 391,870
Jiu Han Engineering Co., Ltd. 265,788
Wei-Shun Construction Co., Ltd. 168,437
Accretech Taiwan Co., Ltd. 84,200
Teradyne (Asia) Pte. Ltd. 78,920
Others The amount of each item in 246,508

"Others" does not exceed
5% of the account balance.

Total $ 1,235,723
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KING YUAN ELECTRONICS CO., LTD.
21.STATEMENT OF OTHER CURRENT LIABILITIES
December 31, 2021

(In Thousands of New Taiwan Dollars)

Item Description Amount Note
Receipts on behalf of others $ 482,747
Allowance for sales returns and discounts 398,109
Unearned receipts 1,341
Temporary receipts 47
Total $ 882,244
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KING YUAN ELECTRONICS CO., LTD.
23.STATEMENT OF REVENUES
For the year ended December 31, 2021

(In Thousands of New Taiwan Dollars)

Item Description Amount Note
Assembly and testing processing revenues $ 22,081,412
Revenues from rental of machinery 2,452,506
Rental income from property 36,132
Other operating revenues 1,250,677
Total revenues $ 25,820,727
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KING YUAN ELECTRONICS CO., LTD.
24.STATEMENT OF COSTS OF GOODS SOLD
For the year ended December 31, 2021

(In Thousands of New Taiwan Dollars)

Item Description Amount Note
Costs of goods sold
Raw materials used
Balance, beginning of the year $ 685,751
Add: purchase 3,129,546
Less: indirect consumables (72,489)
Less: transfer to other expenses (615,429)
Less: loss of inventory scrap (42,674)
Less: sale of raw materials (51,387)
Less: ending balance of the year (823,881)
Current consumption 2,209,437
Direct labor 2,267,410
Manufacturing overhead 15,013,386
Manufacturing costs 19,490,233
Add: work in process, beginning of the year 178,730
Add: purchase for production consumables 102,218
Less: transfer to other repair expenses (199,986)
Less: transfer to unfinished working orders (93,007)
Less: sale of semi-finished products (D)
Less: work in process, end of the year (278,556)
Cost of finished goods 19,199,631
Add: finished goods, beginning of the year -
Less: finished goods, end of the year -
Less: transfer to processing costs (16,429,786)
Less: transfer to property, plant and equipment (800,456)
Less: transfer to others (817)
Costs of goods sold 1,968,572
Processing costs 16,429,786
Sale of raw materials 51,387
Sale of semi-finished products 1
Other operating costs 1,996
Loss of inventory scrap 42,674
Inventory valuation and obsolescence reversal gain (17,680)
Operating costs $ 18,476,736
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KING YUAN ELECTRONICS CO., LTD.
25.STATEMENT OF MANUFACTURING OVERHEAD
For the year ended December 31, 2021

(In Thousands of New Taiwan Dollars)

Item Description Amount Note
Depreciation $ 6,520,003
Indirect labor 2,949,686
Repairs and maintenance 1,712,830
Consumable materials 1,499,878
Utilities expense 1,277,230
Others The amount of each item 1,053,759

in "Others" does not
exceed 5% of the account
balance.

Total $ 15,013,386
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KING YUAN ELECTRONICS CO,, LTD.
26.STATEMENT OF SELLING EXPENSES
For the year ended December 31, 2021

(In Thousands of New Taiwan Dollars)

Item Description Amount Note
Payroll expense $ 179,748
Commission expense 96,669
Others The amount of each item 69,212

in "Others" does not
exceed 5% of the account
balance.

Total $ 345,629
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KING YUAN ELECTRONICS CO., LTD.
27.STATEMENT OF ADMINISTRATIVE EXPENSES
For the year ended December 31, 2021

(In Thousands of New Taiwan Dollars)

Item Description Amount Note
Payroll expense $ 590,084
Depreciation 458,521
Repairs and maintenance 83,791
Utilities expense 72,172
Others The amount of each item 441,635

in "Others" does not
exceed 5% of the account
balance.

Total $ 1,646,203

-419-




KING YUAN ELECTRONICS CO., LTD.
28.STATEMENT OF RESEARCH AND DEVELOPMENT EXPENSES
For the year ended December 31, 2021

(In Thousands of New Taiwan Dollars)

Item Description Amount Note
Payroll expense $ 411,660
Indirect consumables 204,418
Depreciation 120,835
Others The amount of each item in 109,933

"Others" does not exceed 5%
of the account balance.

Total $ 846,846

29. Please refer to note 6.(17) for more details on employee benefit, accumulated depreciation, and
amortization.
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