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For the convenience of readers and for information purpose only, the auditors’ report and the accompanying
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INDEPENDENT AUDITORS’ REPORT TRANSLATED FROM CHINESE

PWCR23000339
To the Board of Directors and Shareholders of Episil-Precision Inc.

Opinion

We have audited the accompanying parent company only balance sheets of Episil-
Precision Inc. (the “Company”) as at December 31, 2023 and 2022, and the related parent
company only statements of comprehensive income, of changes in equity and of cash
flows for the years then ended, and notes to the parent company only financial statements,

including a summary of material accounting policies.

In our opinion, the accompanying parent company only financial statements present fairly,
in all material respects, the parent company only financial position of the Company as at
December 31, 2023 and 2022, and its parent company only financial performance and its
parent company only cash flows for the years then ended in accordance with the

Regulations Governing the Preparation of Financial Reports by Securities Issuers.

Basis for opinion

We conducted our audits in accordance with the Regulations Governing Financial
Statement Audit and Attestation Engagements of Certified Public Accountants and
Standards on Auditing of the Republic of China. Our responsibilities under those standards
are further described in the Auditors’ responsibilities for the audit of the parent company
only financial statements section of our report. We are independent of the Company in
accordance with the Code of Professional Ethics for Certified Public Accountants in the
Republic of China, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. 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 judgement, were of most
significance in our audit of the Company’s 2023 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, we do not provide a
separate opinion on these matters.

Key audit matters for the Company’s 2023 parent company only financial statements are
stated as follows:

Inventory valuation
Description

Please refer to Note 4(11) for description of accounting policy on inventory valuation.
Please refer to Note 5(2) for accounting estimates and assumption uncertainty in relation
to inventory valuation. Please refer to Note 6(4) for description of inventory and allowance
for inventory valuation losses. As of December 31, 2023, inventory and allowance for
inventory valuation losses amounted to NT$1,027,962 thousand and NT$108,244

thousand, respectively.

The Company primarily engages in research and development, manufacture and sales of
silicon epitaxy wafers and compound semiconductor epitaxial wafer. The industry is
characterised by rapidly evolving technology and is easily affected by fluctuation in
market price, there is a higher risk of incurring inventory valuation losses or having
obsolete inventory. The Company’s inventories are measured at the lower of cost and net
realisable value, and the calculation of the net realisable value used in individually
obsolete inventories or inventories which are over a certain period involves subjective
judgement. Since abovementioned inventories and allowance for inventory valuation
losses are significant to the financial statements, we identified allowance for inventory

valuation losses a key audit matter.
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How our audit addressed the matter

For inventory valuation losses against inventories that are over a certain period or

individually obsolete, we tailored the audit scope as follows:

1. Obtained an understanding and assessed the reasonableness of Company’s policies and
procedures related to the provision of allowance for inventory valuation losses and the

identification of obsolete and slow-moving inventory.

2. Verified whether the systematic logic used in the Company’s inventory aging report is

appropriate and in accordance with the Company’s policies.

3. Verified a sample of separately numbered inventory items against the clearance of those
inventory items and respective historical data of discounts, and compared the sample
to recorded allowance for inventory valuation losses to assess the reasonableness of

allowance for inventory valuation losses.

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 Regulations Governing the Preparation
of Financial Reports by Securities Issuers, and for such internal controls as management
determines are necessary to enable the preparation of parent company only financial

statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no

realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial

reporting process.
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Auditors’ responsibilities for the audit of the parent company only
financial statements

Our objectives are to obtain reasonable assurance about whether the parent company only
financial statements as a whole are free from material misstatement, whether due to fraud
or error, and to issue a report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with the
Standards on Auditing of the Republic of China will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these parent company only financial

statements.

As part of an audit in accordance with the Standards on Auditing of the Republic of China,
we exercise professional judgment and maintain professional skepticism throughout the
audit. We also:

1. Identify and assess the risks of material misstatement of the parent company only
financial statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal

controls.

2. Obtain an understanding of internal controls 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 Company’s internal controls.

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 Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our 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
report. However, future events or conditions may cause the Company to cease to

continue as a going concern.

5. Evaluate the overall presentation, structure and content of the parent company only
financial statements, including the disclosures, and whether the parent company only
financial statements represent the underlying transactions and events in a manner that

achieves fair presentation.

6. Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Company to express an opinion on the parent
company only financial statements. We are responsible for the direction, supervision

and performance of the 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 controls 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 the parent company only financial
statements of the current period and are therefore the key audit matters. We describe these
matters in our 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.

Hsieh, Chih-Cheng Chiang, Tsai-Yen
For and on Behalf of PricewaterhouseCoopers, Taiwan
February 26, 2024

The accompanying parent company only financial statements are not intended to present the financial
position and results of operations and cash flows in accordance with accounting principles generally
accepted in countries and jurisdictions other than the Republic of China. The standards, procedures and
practices in the Republic of China governing the audit of such financial statements may differ from those
generally accepted in countries and jurisdictions other than the Republic of China. Accordingly, the
accompanying parent company only financial statements and independent auditors’ report 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, PricewaterhouseCoopers, Taiwan
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.



EPISIL-PRECISION INC.

PARENT COMPANY ONLY BALANCE SHEETS

DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars)

December 31, 2023

December 31, 2022

Assets Notes AMOUNT % AMOUNT %
Current assets

1100 Cash and cash equivalents 6(1) $ 2,239,419 33 2,790,736 37
1170 Accounts receivable, net 6(3) 759,028 11 989,879 13
1180 Accounts receivable due from related 7

parties, net 259,805 4 281,901 4
1200 Other receivables 20,841 - 24,347 -
1210 Other receivables due from related 7

parties 10,452 - 8,472 -
130X Inventories 6(4) 919,718 14 947,076 12
1410 Prepayments 76,595 1 93,408 1
1470 Other current assets 4,381 - 9,766 -
11XX Total current assets 4,290,239 63 5,145,585 67

Non-current assets

1517 Non-current financial assets at fair

value through other comprehensive

income 17 - 17 -
1535 Non-current financial assets at

amortised cost 13,583 - 13,565 -
1550 Investments accounted for using 6(5)

equity method 12,763 - 12,129 -
1600 Property, plant and equipment 6(6) 2,020,775 30 2,008,385 26
1755 Right-of-use assets 6(7) 220,993 3 242,625 3
1760 Investment property - net 6(9) 155,397 2 160,320 2
1780 Intangible assets 6(10) 55,648 1 52,520 1
1840 Deferred income tax assets 6(28) 38,067 1 32,095 1
1920 Refundable guarantee deposits 572 - 572 -
15XX Total non-current assets 2,517,815 37 2,522,228 33
1XXX Total assets $ 6,808,054 100 7,667,813 100

(Continued)



EPISIL-PRECISION INC.

PARENT COMPANY ONLY BALANCE SHEETS

DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars)

December 31, 2023

December 31, 2022

Liabilities and Equity Notes AMOUNT % AMOUNT %

Current liabilities
2100 Short-term borrowings 6(11) 266,950 4 178,624 2
2130 Current contract liabilities 6(21) 32,942 1 42,574 1
2170 Accounts payable 6(12) 256,976 4 418,765 5
2180 Accounts payable to related parties 7 2,475 - 1,598 -
2200 Other payables 6(13) 362,575 5 621,702 8
2220 Other payables to related parties 7 32,581 - 36,287 1
2230 Current income tax liabilities 58,203 1 119,745 2
2280 Current lease liabilities 6,907 - 9,532 -
2399 Other current liabilities, others 20,432 - 19,521 -
21XX Total current liabilities 1,040,041 15 1,448,348 19

Non-current liabilities
2527 Non-current contract liabilities 6(21) 52,762 1 77,065 1
2530 Bonds payable 6(14) 491,143 7 484,170 6
2570 Deferred income tax liabilities 6(28) 34,868 1 36,148 1
2580 Non-current lease liabilities 225,938 3 242,962 3
2640 Net defined benefit liability, non- 6(15)

current 57,962 1 67,338 1

2645 Guarantee deposits received 8,095 - 8,095 -
25XX Total non-current liabilities 870,768 13 915,778 12
2XXX Total liabilities 1,910,809 28 2,364,126 31

Equity attributable to owners of

parent

Share capital 6(17)
3110 Share capital - common stock 2,885,394 42 2,885,394 38

Capital surplus 6(18)
3200 Capital surplus 1,614,778 24 1,614,778 21

Retained earnings 6(19)
3310 Legal reserve 170,583 3 101,319 1
3320 Special reserve 1,155 - 910 -
3350 Unappropriated retained earnings 227,233 3 702,441 9

Other equity interest 6(20)
3400 Other equity interest ( 1,898) - 1,155) -
3IXXX Total equity 4,897,245 72 5,303,687 69

Significant commitments and 9

contingencies

Significaut events after the reporting 11

period
3X2X Total liabilities and equity 6,808,054 100 $ 7,667,813 100

The accompanying notes are an integral part of these parent company only financial statements.
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EPISIL-PRECISION INC.

PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME

YEARS ENDED DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars, except as otherwise indicated)

Year ended December 31
2023 2022
Items Notes AMOUNT % AMOUNT %
4000 Operating revenue 6(21)and 7 $ 4,217,444 100 $ 5,880,611 100
5000 Operating costs 6(4) and 7 ( 3,731,263) ( 89) ( 4,788,752) ( 81)
5900 Gross profit from operation 486,181 11 1,091,859 19
Operating expenses 6(26)(27) and 7
6100 Selling and marketing expenses 40,970) ( 1)( 54,823) ( 1)
6200 General and administrative
expenses ( 176,750) ( 4) ( 185,626) ( 3)
6300 Research and development
expenses ( 88,345) ( 2) ( 70,091) ( 1)
6000 Total operating expenses ( 306,065) ( ) ( 310,540) ( 5)
6900  Operating profit 180,116 4 781,319 14
Non-operating income and
expenses
7100 Interest income 6(22) 30,774 1 14,056 -
7010 Other income 6(23) 45,693 1 44,131 1
7020 Other gains and losses 6(24) ( 21,002) - 33,100 -
7050 Finance costs 6(25) ( 31,908) ( 1) ( 21,222) -
7070 Share of profit/(loss) of 6(5)
associates and joint ventures
accounted for using equity
method 1,376 - 2,279 -
7000 Total non-operating income
and expenses 24,933 1 72,344 1
7900 Profit before income tax 205,049 5 853,663 15
7950 Income tax expense 6(28) ( 41,010) ( 1) ( 172,392) ( 3)
8200 Profit for the year $ 164,039 4 3 681,271 12
Other comprehensive income, net
Components of other
comprehensive income (loss) that
may not be reclassified to profit
or loss
8311 Gains (losses) on 6(15)
remeasurements of defined
benefit plans $ 7,340 - 9 11,368 -
Components of other
comprehensive income (loss) that
may be reclassified to profit or
loss
8361 Exchange differences on 6(20)
translation of foreign operations ( 743) - | 245) -
8300 Other comprehensive income, net $ 6,597 -3 11,123 -
8500 Total comprehensive income for
the year $ 170,636 4 $ 692,394 12
Basic earnings per share 6(29)
9750 Basic earnings per share (in
dollars) $ 0.57 § 2.38
Diluted earnings per share 6(29)
9850 Basic earnings per share (in
dollars) $ 0.57 § 2.36

The accompanying notes are an integral part of these parent company only financial statements.
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2022
Balance at January 1, 2022
Profit for the year
Other comprehensive income
Total comprehensive income(loss)
Appropriation of 2021 earnings
Legal reserve
Special reserve
Cash dividends
Conversion of corporate bonds
Issuance of corporate bonds

Corporate bonds not converted after the due
date

Cash capital increase

Compensation cost for cash capital increase
retained for employees

Balance at December 31, 2022
2023
Balance at January 1, 2023
Profit for the year
Other comprehensive income
Total comprehensive income(loss)
Appropriation of 2022 earnings
Legal reserve
Special reserve
Cash dividends
Balance at December 31, 2023

EPISIL-PRECISION INC.

PARENT COMPANY ONLY STATEMENTS OF CHANGES IN EQUITY

YEARS ENDED DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars)

Capital Reserves

Retained Earnings

Financial
statements
translation
Unappropriated  differences of
Share capital - Additional paid- retained foreign
Notes common stock in capital Warrants Restricted stock Others Legal reserve  Special reserve earnings operations Total equity
$2,843,767 $1,300,515 $ 2,260 $ 670 $ 10,494 $ 63,445 $ - $ 389,838 ($ 910) $4,610,079
- - - - - - - 681,271 - 681,271
6(20) - - - - - - 11,368  ( 245) 11,123
- - - - - - 692,639  ( 245) 692,394
6(19)
- - - - 37,874 - 37,874) - -
- - - - - 910 ¢ 910) - -
- - - - - - - (0 341,252) - (0 341,252)
6(14)(17)(18) 8,627 40,591  ( 2,246) - - - - - - 46,972
6(14) - - 21,757 - - - - - - 21,757
6(16)
- - 14) - 14 - - - - -
6(17) 33,000 235,737 - - - - - - - 268,737
6(16)

- 5,000 - - - - - - - 5,000
$2,885,394 $1,581,843 $ 21,757 $ 670 $ 10,508 $ 101,319 $ 910 $ 702,441 ($ 1,155) $5,303,687
$2,885,394 $1,581,843 $ 21,757 $ 670 $ 10,508 $ 101,319 $ 910 $ 702,441 ($ 1,155) $5,303,687

- - - - - - - 164,039 - 164,039

6(20) - - - - - - 7,340  ( 743 ) 6,597
- - - - - - 171,379  ( 743 ) 170,636
6(19)
- - - - 69,264 -« 69,264 ) - -
- - - - - 245 ( 245) - -

- - - - - - - ( 577,078) - (_ 577,078)

$2,885,394 $1,581,843 $ 21,757 $ 670 $ 10,508 $ 170,583 $ 1,155 $ 227,233 ($ 1,898) $4,897,245

The accompanying notes are an integral part of these parent company only financial statements.
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EPISIL-PRECISION INC.
PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2023 AND 2022
(Expressed in thousands of New Taiwan dollars)

Year ended December 31

Notes 2023 2022
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax $ 205,049 $ 853,663
Adjustments
Adjustments to reconcile (profit) loss
Depreciation expense 6(26) 499,742 452,954
Amortisation expense 6(26) 2,520 3,857
Finance costs 6(25) 31,908 21,222
Interest income 6(22) ( 30,774 ) ( 14,056 )
Dividend income 6(23) - ( 1)
Share-based payments 6(16) - 5,000
Share of profit of associates and joint ventures  6(5)
accounted for using equity method ( 1,376 ) ( 2,279)
Gain on disposal of property, plan and
equipment ( 1,599)
Changes in operating assets and liabilities
Changes in operating assets
Accounts receivable 230,851 115,014
Accounts receivable due from related parties 22,096 ( 42,827)
Other receivables 3,871 ( 9,999)
Other receivables due from related parties ( 1,980 ) 3,378
Inventories 27,358  ( 78,616 )
Prepayments 16,813  ( 36,057)
Other current assets 5,385  ( 3,880)
Changes in operating liabilities
Contract liabilities ( 33,935) ( 14,054 )
Accounts payable ( 161,789 ) ( 63,834 )
Accounts payable to related parties 877 1,025
Other payables ( 146,397 ) 104,833
Other payables to related parties ( 3,706 ) ( 2,344)
Other current liabilities 911 ( 227)
Net defined benefit liability ( 2,036 ) ( 2,306 )
Cash inflow generated from operations 663,789 1,290,466
Interest received 30,390 13,824
Dividends received - 1
Interest paid ( 25,410) ( 14,678 )
Income taxes paid ( 109,804 ) ( 147,309 )
Net cash flows from operating activities 558,965 1,142,304
(Continued)
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EPISIL-PRECISION INC.
PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2023 AND 2022
(Expressed in thousands of New Taiwan dollars)

Year ended December 31
Notes 2023 2022
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of financial asset at amortised cost 6(2) ($ 2,622) ($ 275,983 )
Disposal of financial assets measured at amortised
cost 2,622 670,276
Acquisition of property, plant and equipment 6(30) ( 608,688 ) ( 475,557 )
Proceeds from disposal of property, plant and
equipment 2,460 -
Acquisition of intangible assets 6(10) ( 5,648 ) ( 2,847)
Decrease in refundable guarantee deposits - 65,007
Net cash flows used in investing activities ( 611,876 ) ( 19,104 )
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term borrowings 6(31) 1,085,310 1,411,939
Decrease in short-term borrowings 6(31) ( 996,984 ) ( 1,679,598 )
Proceeds from issuance of corporate bonds 6(31) - 500,763
Redemption of corporate bonds 6(31) - 300)
Decrease in guarantee deposits received 6(31) - 195)
Payment of lease liabilities 6(31) ( 9,654) ( 9,907 )
Cash capital increase 6(17) - 268,737
Cash dividends paid 6(19) ( 577,078 ) ( 341,252)
Net cash flows (used in) from financing
activities ( 498,406 ) 150,187
Net (decrease) increase in cash and cash equivalents ( 551,317) 1,273,387
Cash and cash equivalents at beginning of year 6(1) 2,790,736 1,517,349
Cash and cash equivalents at end of year 6(1) $ 2,239,419 $ 2,790,736

The accompanying notes are an integral part of these parent company only financial statements.
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EPISIL-PRECISION INC.
NOTES TO THE PARENT COMPANY ONLY FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars, except as otherwise indicated)

1. History and Organisation

Episil-Precision Inc. (the “Company”) was incorporated as a company limited by shares on October 15,
1998 and was approved by the competent authority on November 9, 1998. The primary business activities
have been started since December 1999.

The Company merged with Episil Semiconductor Wafer, Inc. on January 11, 2016 in accordance with
the Business Mergers and Acquisitions Act and other related regulations. The Company issued new
shares to Episil Semiconductor Wafer, Inc. as consideration for assuming all rights and obligations of
Episil Semiconductor Wafer, Inc.. The conversion ratio for this merger was one common share of Episil
Semiconductor Wafer, Inc. converting to 1.867876 common shares of the Company, totalling
149,523,473 shares, and the Company was the surviving company. This merger was a reverse takeover
under comprehensive assessment. Therefore, the parent company only financial statements were issued
under the name of the Company, which was an extension of the subject of Episil Semiconductor Wafer,
Inc..

The Company is primarily engaged in development, manufacture and sales of silicon epitaxy wafers and
compound semiconductor epitaxial wafers.

Episil Technologies Inc. (former name: Episil Holding Inc.) holds 57.86% of the Company’s outstanding
shares. Episil Holding Inc. is the Company’s ultimate parent company.

2. The Date of and Procedures for Authorisation for Issuance of the Financial Statements

These parent company only financial statements were authorised for issuance by the Board of Directors
on February 26, 2024.

3. Application of New Standards, Amendments and Interpretations

(1) Effect of the adoption of new issuances of or amendments to International Financial Reporting

Standards (“IFRS®”) Accounting Standards that came into effect as endorsed by the Financial

Supervisory Commission (“FSC”)

New standards, interpretations and amendments endorsed by the FSC and become effective from

2023 are as follows:
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Effective date by
International Accounting

New Standards, Interpretations and Amendments Standards Board ("IASB")
Amendments to IAS 1, ‘Disclosure of accounting policies’ January 1, 2023
Amendments to 1AS 8, ‘Definition of accounting estimates’ January 1, 2023
Amendments to 1AS 12, ‘Deferred tax related to assets and liabilities January 1, 2023
arising from a single transaction’

Amendments to IAS 12, ‘International tax reform - pillar two model May 23, 2023

rules’

The above standards and interpretations have no significant impact to the Company’s financial
position and financial performance based on the Company’s assessment.

(2) Effect of new issuances of or amendments to IFRS Accounting Standards endorsed by the FSC but
not yet adopted by the Company

New standards, interpretations and amendments endorsed by the FSC and will become effective from
2024 are as follows:

Effective date by

New Standards, Interpretations and Amendments IASB
Amendments to IFRS 16, ‘Lease liability in a sale and leaseback’ January 1, 2024
Amendments to IAS 1, ‘Classification of liabilities as current or non- January 1, 2024
current’

Amendments to IAS 1, ‘Non-current liabilities with covenants’ January 1, 2024
Amendments to 1AS 7 and IFRS 7, ‘Supplier finance arrangements’ January 1, 2024

The above standards and interpretations have no significant impact to the Company’s financial
position and financial performance based on the Company’s assessment.

(3) IFRS Accounting Standards issued by IASB but not yet endorsed by the FSC
New standards, interpretations and amendments issued by IASB but not yet included in the IFRSs

Accounting Standards as endorsed by the FSC are as follows:

Effective date by

New Standards, Interpretations and Amendments IASB
Amendments to IFRS 10 and 1AS 28, ‘Sale or contribution of assets To be determined by
between an investor and its associate or joint venture’ IASB
IFRS 17, ‘Insurance contracts’ January 1, 2023
Amendments to IFRS 17, 'Insurance contracts' January 1, 2023
Amendment to IFRS 17, 'Initial application of IFRS 17 and IFRS 9 — January 1, 2023
comparative information’

Amendments to 1AS 21, ‘Lack of excheangeability’ January 1, 2025

The above standards and interpretations have no significant impact to the Company’s financial

position and financial performance based on the Company’s assessment.
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4. Summary of Significant Accounting Policies

The principal accounting policies applied in the preparation of these parent company only financial
statements are set out below. These policies have been consistently applied to all the periods presented,
unless otherwise stated.

(1) Compliance statement

The parent company only financial statements of the Company have been prepared in accordance
with the Regulations Governing the Preparation of Financial Reports by Securities Issuers.

(2) Basis of preparation

A. Except for the following items, the parent company only financial statements have been prepared

under the historical cost convention:

(a) Financial assets at fair value through other comprehensive income.

(b) Defined benefit liabilities recognised based on the net amount of pension fund assets less
present value of defined benefit obligation.

B. The preparation of financial statements in conformity with International Financial Reporting
Standards, International Accounting Standards, IFRIC Interpretations, and SIC Interpretations that
came into effect as endorsed by the FSC (collectively referred herein as the “IFRSs”) requires the
use of certain critical accounting estimates. It also requires management to exercise its judgement
in the process of applying the Company’s accounting policies. The areas involving a higher degree
of judgement or complexity, or areas where assumptions and estimates are significant to the parent
company only financial statements are disclosed in Note 5.

(3) Foreign currency translation

Items included in the financial statements of the Company’s entities are measured using the currency
of the primary economic environment in which the entity operates (the “functional currency”). The
parent company only financial statements are presented in New Taiwan dollars, which is the
Company’s functional and the Company’s presentation currency.

A. Foreign currency transactions and balances

(a) Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions or valuation where items are remeasured.
Foreign exchange gains and losses resulting from the settlement of such transactions are
recognised in profit or loss in the period in which they arise.

(b) Monetary assets and liabilities denominated in foreign currencies at the period end are re-
translated at the exchange rates prevailing at the balance sheet date. Exchange differences
arising upon re-translation at the balance sheet date are recognised in profit or loss.

(c) Non-monetary assets and liabilities denominated in foreign currencies held at fair value
through profit or loss are re-translated at the exchange rates prevailing at the balance sheet
date; their translation differences are recognised in profit or loss. Non-monetary assets and
liabilities denominated in foreign currencies held at fair value through other comprehensive

income are re-translated at the exchange rates prevailing at the balance sheet date; their

~16~



translation differences are recognised in other comprehensive income. However, non-
monetary assets and liabilities denominated in foreign currencies that are not measured at fair
value are translated using the historical exchange rates at the dates of the initial transactions.

(d) All foreign exchange gains and losses are presented in the statement of comprehensive income
within “Other gains and losses”.

B. Translation of foreign operations

(a) The operating results and financial position of all the company entities that have a functional
currency different from the presentation currency are translated into the presentation currency
as follows:

1. Assets and liabilities for each balance sheet presented are translated at the exchange rates
prevailing at the balance sheet date;

i1. Income and expenses for each statement of comprehensive income are translated at average
exchange rates of that period; and

ii1. All resulting exchange differences are recognised in other comprehensive income.

(b) When the foreign operation partially disposed of or sold is a subsidiary, cumulative exchange
differences that were recorded in other comprehensive income are proportionately transferred
to the non-controlling interest in this foreign operation. In addition, even when the Company
retains partial interest in the former foreign subsidiary after losing control, such transaction
should be accounted for as disposal of all interest in the foreign operation.

(4) Classification of current and non-current items

A. Assets that meet one of the following criteria are classified as current assets; otherwise they are
classified as non-current assets:

(a) Assets that are expected to be realised, or are intended to be sold or consumed within the
normal operating cycle;

(b) Assets held mainly for trading purposes;

(c) Assets that are expected to be realised within twelve months from the balance sheet date;

(d) Cash and cash equivalents, excluding restricted cash and cash equivalents and those that are
to be exchanged or used to settle liabilities more than twelve months after the balance sheet
date.

B. Liabilities that meet one of the following criteria are classified as current liabilities; otherwise they
are classified as non-current liabilities:

(a) Liabilities that are expected to be settled within the normal operating cycle;

(b) Assets held mainly for trading purposes;

(c) Liabilities that are to be settled within twelve months from the balance sheet date;

(d) Liabilities for which the repayment date cannot be deferred unconditionally for at least twelve
months after the balance sheet date. 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.
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(5) Cash equivalents

Cash equivalents refer to short-term, highly liquid investments that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes in value. Time deposits that
meet the definition above and are held for the purpose of meeting short-term cash commitments in
operations are classified as cash equivalents.

(6) Financial assets at fair value through other comprehensive income

A. Financial assets at fair value through other comprehensive income comprise equity securities
which are not held for trading, and for which the Company has made an irrevocable election at
initial recognition to recognise changes in fair value in other comprehensive income and debt
instruments which meet all of the following criteria:

(a) The objective of the Company’s business model is achieved both by collecting contractual
cash flows and selling financial assets; and

(b) The assets’ contractual cash flows represent solely payments of principal and interest.

B. On a regular way purchase or sale basis, financial assets at fair value through other comprehensive
income are recognised and derecognised using trade date accounting.

C. At initial recognition, the Company measures the financial assets at fair value plus transaction
costs. The Company subsequently measures the financial assets at fair value:

(a) The changes in fair value of equity investments that were recognised in other comprehensive
income are reclassified to retained earnings and are not reclassified to profit or loss following
the derecognition of the investment. Dividends are recognised as income when the right to
receive payment is established, future economic benefits associated with the dividend will
flow to the Company and the amount of the dividend can be measured reliably.

(b) Except for the recognition of impairment loss, interest income and gain or loss on foreign
exchange which are recognised in profit or loss, the changes in fair value of debt instruments
are taken through other comprehensive income. When the financial asset is derecognised, the
cumulative gain or loss previously recognised in other comprehensive income is reclassified
from equity to profit or loss.

(7) Accounts and notes receivable

A. Accounts and notes receivable entitle the Company a legal right to receive consideration in
exchange for transferred goods or rendered services.
B. The short-term accounts and notes receivable without bearing interest are subsequently measured

at initial invoice amount as the effect of discounting is immaterial.

(8) Impairment of financial assets
For debt instruments measured at fair value through other comprehensive income and financial assets
at amortised cost, at each reporting date, the Company recognises the impairment provision for 12
months expected credit losses if there has not been a significant increase in credit risk since initial
recognition or recognises the impairment provision for the lifetime expected credit losses (ECLs) if

such credit risk has increased since initial recognition after taking into consideration all reasonable
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and verifiable information that includes forecasts. On the other hand, for accounts receivable or

contract assets that do not contain a significant financing component, the Company recognises the

impairment provision for lifetime ECLs.

(9) Derecognition of financial assets

The Company derecognises a financial asset when one of the following conditions is met:

A.
B.

C.

The contractual rights to receive the cash flows from the financial asset expire.

The contractual rights to receive cash flows of the financial asset have been transferred and the
Company has transferred substantially all risks and rewards of ownership of the financial asset.
The contractual rights to receive cash flows of the financial asset have been transferred, and the

Company has not retained control of the financial asset.

(10) Leasing arrangements (lessor) —operating leases

Lease income from an operating lease (net of any incentives given to the lessee) is recognised in

profit or loss on a straight-line basis over the lease term.

(11) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the

weighted-average method. The cost of finished goods and work in progress comprises raw materials,

direct labour, other direct costs and related production overheads. It excludes borrowing costs. The

item by item approach is used in applying the lower of cost and net realisable value. Net realisable

value is the estimated selling price in the ordinary course of business, less the estimated cost of

completion and the estimated costs necessary to make the sale.

(12) Investments accounted for using equity method / subsidiary

A. Subsidiaries are all entities (including structured entities) controlled by the Company. The

Company controls an entity when the Company is exposed, or has rights, to variable returns from
its involvement with the entity and has the ability to affect those returns through its power over

the entity.

. Unrealised gains and losses on transactions between the Company and its subsidiaries are

eliminated. Accounting policies of subsidiaries have been adjusted where necessary to ensure
consistency with the policies adopted by the Company.

The Company’s share of its subsidiaries’ post-acquisition profits or losses is recognised in profit
or loss, and its share of post-acquisition movements in other comprehensive income is recognised
in other comprehensive income. When the Company’s share of losses in a subsidiary equals or
exceeds its interest in the subsidiary, the Company continues to recognise losses proportionate

to its ownership.

. Pursuant to the “Regulations Governing the Preparation of Financial Reports by Securities

Issuers,” profit (loss) of the current period and other comprehensive income in the parent
company only financial statements shall equal to the amount attributable to owners of the parent
in the financial statements prepared with basis for consolidation. Owners’ equity in the parent

company only financial statements shall be equal to equity attributable to owners of the parent
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in the consolidated financial statements.

(13) Property, plant and equipment

A.

B.

Property, plant and equipment are initially recorded at cost. Borrowing costs incurred during the
construction period are capitalised.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Company and the cost of the item can be measured reliably. The carrying amount
of the replaced part is derecognised. All other repairs and maintenance are charged to profit or

loss during the financial period in which they are incurred.

. Property, plant and equipment are measured at cost model subsequently. Land is not depreciated.

Other property, plant and equipment are depreciated using the straight-line method over their
estimated useful lives. 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 must be depreciated separately.

. The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted if

appropriate, at each financial year-end. If expectations for the assets’ residual values and useful
lives differ from previous estimates or the patterns of consumption of the assets’ future economic
benefits embodied in the assets have changed significantly, any change is accounted for as a
change in estimate under IAS 8, ‘Accounting policies, changes in accounting estimates and
errors’, from the date of the change. The estimated useful lives of property, plant and equipment

are as follows:

Buildings and structures 3 ~ 61 years
Machinery and equipment 3 ~ 16 years
Other equipment 2 ~ 11 years

(14) Leasing arrangements (lessee) —right-of-use assets/ lease liabilities

A.

C.

Leases are recognised as a right-of-use asset and a corresponding lease liability at the date at
which the leased asset is available for use by the Company. For short-term leases or leases of
low-value assets, lease payments are recognised as an expense on a straight-line basis over the

lease term.

. Lease liabilities include the net present value of the remaining lease payments at the

commencement date, discounted using the incremental borrowing interest rate. Lease payments
are comprised of fixed payments, less any lease incentives receivable.

The Company subsequently measures the lease liability at amortised cost using the interest
method and recognises interest expense over the lease term. The lease liability is remeasured and
the amount of remeasurement is recognised as an adjustment to the right-of-use asset when there
are changes in the lease term or lease payments and such changes do not arise from contract
modifications.

At the commencement date, the right-of-use asset is stated at cost comprising the following:

(a) The amount of the initial measurement of lease liability;
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(b) Any lease payments made at or before the commencement date;

(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.

The right-of-use asset is measured subsequently using the cost model and is depreciated from the

commencement date to the earlier of the end of the asset’s useful life or the end of the lease term.

When the lease liability is remeasured, the amount of remeasurement is recognised as an

adjustment to the right-of-use asset.

(15) Investment property

An investment property is stated initially at its cost and measured subsequently using the cost model.
Except for land, investment property is depreciated on a straight-line basis over its estimated useful
life of 40 ~ 51 years.

(16) Intangible assets

A. Computer software
Computer software is stated at cost and amortised on a straight-line basis over its estimated useful
life of 2 ~ 5 years.

B. Goodwill
Goodwill arises in a business combination accounted for by applying the acquisition method.

C. Other intangible assets
Separately acquired intangible assets with a finite useful life are stated at cost, net of accumulated
amortisation and accumulated impairment. Intangible assets acquired in a business combination
are recognised at fair value at acquisition date and are amortised on a straight-line basis over
their estimated useful lives of 2 ~ 5 years.

(17) Impairment of non-financial assets

A. The Company assesses at each balance sheet date the recoverable amounts of those assets where
there is an indication that they are impaired. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell or value in use. Except for goodwill, when the
circumstances or reasons for recognising impairment loss for an asset in prior years no longer
exist or diminish, the impairment loss is reversed. The increased carrying amount due to reversal
should not be more than what the depreciated or amortised historical cost would have been if the
impairment had not been recognised.

B. The recoverable amounts of goodwill, intangible assets with an indefinite useful life and
intangible assets that have not yet been available for use are evaluated periodically. An
impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. Impairment loss of goodwill previously recognised in profit or loss shall

not be reversed in the following years.
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C. For the purpose of impairment testing, goodwill acquired in a business combination is allocated
to each of the cash-generating units, or groups of cash-generating units, that is/are expected to
benefit from the synergies of the business combination.

(18) Borrowings

Borrowings comprise long-term and short-term bank borrowings. Borrowings are recognised

initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at

amortised cost; any difference between the proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the borrowings using the effective interest
method.

(19) Accounts and notes payable

A. Accounts payable are liabilities for purchases of raw materials, goods or services and notes
payable are those resulting from operating and non-operating activities.

B. The short-term accounts and notes payable without bearing interest are subsequently measured
at initial invoice amount as the effect of discounting is immaterial.

(20) Convertible corporate bonds

Convertible corporate bonds issued by the Company contain conversion options (that is, the

bondholders have the right to convert the bonds into the Company’s common shares by exchanging

a fixed amount of cash for a fixed number of common shares). The Company classifies the bonds

payable and derivative features embedded in convertible corporate bonds on initial recognition as a

financial asset, a financial liability or an equity in accordance with the substance of the contractual

arrangement.

A. The host contracts of bonds are initially recognised at fair value. Any difference between the
initial recognition and the redemption value is accounted for as the premium or discount on bonds
payable and subsequently is amortised in profit or loss as an adjustment to “Finance costs” over
the period of circulation using the effective interest method.

B. The embedded conversion options which meet the definition of equity are initially recognised in
“Capital surplus—warrants” at the residual amount of total issue price less the amount of bonds
payable as stated above. Conversion options are not subsequently remeasured.

C. Any transaction costs directly attributable to the issuance are allocated to each liability or equity
component in proportion to the initial carrying amount of each abovementioned item.

D. When bondholders exercise conversion options, the liability component of the bonds (including
bonds payable) shall be remeasured on the conversion date. The book value of common shares
issued due to the conversion shall be based on the adjusted book value of the abovementioned

liability component plus the book value of capital surplus - warrants.
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(21) Derecognition of financial liabilities

Financial liability is derecognised when the obligation under the liability specified in the contract is

discharged, cancelled or expires.
(22) Employee benefits

A. Short-term employee benefits

Short-term employee benefits are measured at the undiscounted amount of the benefits expected

to be paid and are recognised as expenses in the period in which the employees render service.

B. Pensions

(a) Defined contribution plan

For the defined contribution plans, the contributions are recognised as pension expense when

they are due on an accrual basis. Prepaid contributions are recognised as an asset to the extent

of a cash refund or a reduction in the future payments.
(b) Defined benefit plan

1.

il.

Net obligation under a defined benefit plan is defined as the present value of an amount
of pension benefits that employees will receive on retirement for their services in current
period or prior periods. The liability recognised in the balance sheet in respect of defined
benefit pension plans is the present value of the defined benefit obligation at the balance
sheet date less the fair value of plan assets. The net defined benefit obligation is calculated
annually by independent actuaries using the projected unit credit method. The rate used to
discount is determined by using interest rates of high-quality corporate bonds that are
denominated in the currency in which the benefits will be paid, and that have terms to
maturity approximating to the terms of the related pension liability; when there is no deep
market in high-quality corporate bonds, the Company uses interest rates of government
bonds (at the balance sheet date) instead.

Remeasurements arising on the defined benefit plans are recognised in other
comprehensive income in the period in which they arise and are recorded as retained

earnings.

ii1. Past-service costs are recognised immediately in profit or loss.

C. Termination benefits

Termination benefits are employee benefits provided in exchange for the termination of

employment as a result from either the Company’s decision to terminate an employee’s

employment before the normal retirement date, or an employee’s decision to accept an offer of

redundancy benefits in exchange for the termination of employment. The Company recognises

expense as it can no longer withdraw an offer of termination benefits or it recognises relating

restructuring costs, whichever is earlier. Benefits that are expected to be due more than 12 months

after balance sheet date shall be discounted to their present value.
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D. Employees’ compensation and directors’ and supervisors’ remuneration
Employees’ compensation and directors’ and supervisors’ remuneration are recognised as
expense and liability, provided that such recognition is required under legal or constructive
obligation and those amounts can be reliably estimated. Any difference between the resolved
amounts and the subsequently actual distributed amounts is accounted for as changes in estimates.
If employee compensation is paid by shares, the Company calculates the number of shares based
on the closing price at the previous day of the board meeting resolution.

(23) Employee share-based payment

For the equity-settled share-based payment arrangements, the employee services received are

measured at the fair value of the equity instruments granted at the grant date, and are recognised as

compensation cost over the vesting period, with a corresponding adjustment to equity. The fair value

of the equity instruments granted shall reflect the impact of market vesting conditions and non-

vesting conditions. Compensation cost is subject to adjustment based on the service conditions that

are expected to be satisfied and the estimates of the number of equity instruments that are expected

to vest under the non-market vesting conditions at each balance sheet date. Ultimately, the amount

of compensation cost recognised is based on the number of equity instruments that eventually vest.
(24) Income taxes

A. The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or
loss, except to the extent that it relates to items recognised in other comprehensive income or
items recognised directly in equity, in which cases the tax is recognised in other comprehensive
income or equity.

B. The current income tax expense is calculated on the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the countries where the Company and its subsidiaries operate
and generate taxable income. Management periodically evaluates positions taken in tax returns
with respect to situations in accordance with applicable tax regulations. It establishes provisions
where appropriate based on the amounts expected to be paid to the tax authorities. An additional
tax is levied on the unappropriated retained earnings and is recorded as income tax expense in
the year the stockholders resolve to retain the earnings.

C. Deferred tax is recognised, using the balance sheet liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the parent
company only balance sheet. However, the deferred tax is not accounted for if it arises from
initial recognition of goodwill or of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit or
loss and does not give rise to equal taxable and deductible temporary differences. Deferred tax
is provided on temporary differences arising on investments in subsidiaries, except where the
timing of the reversal of the temporary difference is controlled by the Company and it is probable
that the temporary difference will not reverse in the foreseeable future. Deferred tax is

determined using tax rates (and laws) that have been enacted or substantially enacted at the
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balance sheet date and are expected to apply when the related deferred tax asset is realised or the
deferred tax liability is settled.

D. Deferred tax assets are recognised only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised. At each balance sheet
date, unrecognised and recognised deferred tax assets are reassessed.

E. A deferred tax asset shall be recognised for the carryforward of unused tax credits resulting from
acquisitions of equipment or technology and research and development expenditures to the extent
that it is possible that future taxable profit will be available against which the unused tax credits
can be utilised.

(25) Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or stock options are shown in equity as a deduction, net of tax, from the proceeds.

(26) Dividends

Dividends are recorded in the Company’s financial statements in the period in which they are

approved by the Company’s shareholders. Cash dividends are recorded as liabilities, stock dividends

are recorded as stock dividends to be distributed and are reclassified to ordinary shares on the
effective date of new shares issuance.

(27) Revenue recognition

A. The Company manufactures and sells silicon epitaxy wafer and compound semiconductor
epitaxial wafers. Revenue is measured at the fair value of the consideration received or receivable
for the sale of goods to external customers in the ordinary course of the Company’s activities.
Sales are recognised when control of the products has transferred, being when the products are
delivered to the customer, and there is no unfulfilled obligation that could affect the customer’s
acceptance of the products. Delivery occurs when the products have been shipped to the specific
location, the risks of obsolescence and loss have been transferred to the customer, and either the
customer has accepted the products in accordance with the sales contract, or the Company has
objective evidence that all criteria for acceptance have been satisfied.

B. As the time interval between the transfer of committed goods or service and the payment of
customer does not exceed one year, the Company does not adjust the transaction price to reflect
the time value of money.

C. A receivable is recognised when the goods are delivered as this is the point in time that the
consideration is unconditional because only the passage of time is required before the payment
is due.

5. Critical Accounting Judgements, Estimates and Key Sources of Assumption Uncertainty

The preparation of these parent company only financial statements requires management to make critical
judgements in applying the Company’s accounting policies and make critical assumptions and estimates
concerning future events. Assumptions and estimates may differ from the actual results and are

continually evaluated and adjusted based on historical experience and other factors. Such assumptions
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and estimates have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year. The related information is addressed below:

(1) Critical judgements in applying the Company’s accounting policies

None.

(2) Critical accounting estimates and assumptions

Inventory valuation
As inventories are stated at the lower of cost and net realisable value, the Company must determine
the net realisable value of inventories on balance sheet date using judgements and estimates. Due to
the rapid technology innovation, the Company evaluates the amounts of normal inventory
consumption, obsolete inventories or inventories without market selling value on balance sheet date,
and writes down the cost of inventories to the net realisable value. Therefore, there might be material
changes to the inventory valuation in the future.
As of December 31, 2023, the carrying amount of inventories was $919,718.

6. Details of Significant Accounts

(1) Cash and cash equivalents

December 31, 2023 December 31, 2022

Cash on hand and revolving funds $ 35 % 407
Checking accounts and demand deposits 199,009 236,473
Time deposits 1,292,555 1,896,356
Bonds sold under repurchase agreements 747,500 657,500

$ 2,239,419 $ 2,790,736

A. The Company transacts with a variety of financial institutions all with high credit quality to
disperse credit risk, so it expects that the probability of counterparty default is remote.
B. The Company’s cash and cash equivalents pledged to others as collateral for customs guarantee
were classified as non-current financial assets at amortised cost. Refer to Note 8.
(2) Financial assets at amortised cost
Items December 31, 2023  December 31, 2022

Non-current items:
Pledged time deposits $ 13,583 $ 13,565

A. As at December 31, 2023 and 2022, without taking into account any collateral held or other credit
enhancements, the maximum exposure to credit risk in respect of the amount that best represents
the financial assets at amortised cost held by the Company were $13,583 and $13,565, respectively.

B. The counterparties of the Company’s investments have good credit risk.
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(3) Accounts receivable

Accounts receivable

Accounts receivable due from related parties

Less: Loss allowance

December 31, 2023 December 31, 2022

$ 759,180 $ 990,031

259,805 281,901
( 152) ( 152)
$ 1,018,833 $ 1,271,780

A. The ageing analysis of accounts receivable is as follows:

December 31, 2023

December 31, 2022

Accounts receivable
(including related

Accounts receivable
(including related

parties) parties)
Not past due $ 953,516 $ 1,148,146
Up to 30 days 62,550 102,834
31 to 90 days 2,919 20,952
$ 1,018,985 $ 1,271,932

The above ageing analysis was based on past due date.

B. As of December 31, 2023 and 2022, accounts and notes receivable (including due from related
parties) were all from contracts with customers. As of January 1, 2022, the balance of receivables
from contracts with customers amounted to $1,343,967.

C. As of December 31, 2023 and 2022, collaterals held by the Company as security for accounts
receivable were amounted to $1,000 and $5,000.

D. As at December 31, 2023 and 2022, without taking into account any collateral held or other credit
enhancements, the maximum exposure to credit risk in respect of the amount that best represents
the Company’s accounts receivable were $1,018,833 and $1,271,780 respectively.

E. Information relating to credit risk of accounts receivable and notes receivable is provided in Note
12(2).

(4) Inventories

December 31, 2023
Allowance for

Cost valuation loss Book value
Raw materials $ 413,705 ($ 60,994) $ 352,711
Supplies 467,932 ( 42,705) 425,227
Work in progress 66,614 ( 2,674) 63,940
Finished goods 79,711 ( 1,871) 77,840
$ 1,027,962 ($ 108,244) $ 919,718
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December 31, 2022
Allowance for

Cost valuation loss Book value
Raw materials $ 554,341 ($ 30,224) $ 524,117
Supplies 302,737 ( 23,312) 279,425
Work in progress 80,050 ( 3,678) 76,372
Finished goods 68,926 ( 1,764) 67,162
$ 1,006,054 ($ 58,978) $ 947,076

The cost of inventories recognised as expense for the year:

Years ended December 31,

2023 2022
Cost of goods sold $ 3,164,846 $ 4,631,378
Unamortised manufacturing expenses 512,454 154,807
Inventory valuation loss 49,266 891
Inventory scrapped 4,697 1,676
$ 3,731,263 $ 4,788,752

(5) Investments accounted for using equity method

December 31, 2023 December 31, 2022

Subsidiary
Precision Silicon Japan Co., Ltd. $ 12,763 $ 12,129

A. Please refer to Note 4(3) in the consolidated financial statements for the year ended December 31,
2023 for the information regarding the Company’s subsidiary.

B. The Company recognised investment gain for the investments accounted for using equity method
for the years ended December 31, 2023 and 2022, amounted to $1,376 and $2,279, respectively.
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(6) Property, plant and equipment

Construction
in process and

Buildings Machinery Other equipment to
and structures and equipment equipment  be inspected Total
At January 1, 2023
Cost $ 2,301,420 $ 4,190,767 $ 71,335 $ 268,329 $6,831,851
Accumulated depreciation
and impairment ( 1,413,734) ( 3,349,440) (  60,292) - ( 4,823,466)
$ 887,686 $ 841327 $ 11,043 $ 268,329 $ 2,008,385
2023
At January 1 $ 887,686 $ 841,327 $ 11,043 $ 268,329 $2,008,385
Additions 75,734 166,939 20,227 233,532 496,432
Disposals - ( 862) - - ( 862)
Reclassifications 55,024 143,053 - ( 198,077) -
Depreciation expense ( 114,906) ( 362,472) ( 5,802) - ( 483,180)
At December 31 $ 903538 $ 787,985 $ 25468 $ 303,784 $ 2,020,775
At December 31, 2023
Cost $ 2,428,011 $ 4,490,365 $ 91,369 $ 303,784 $7,313,529
Accumulated depreciation
and impairment ( 1,524,473) ( 3,702,380) (  65,901) - ( 5,292,754)

$ 903538 $ 787,985 $ 25468 $ 303,784 $2,020,775

Construction
in process and
Buildings Machinery Other equipment to

and structures and equipment equipment  be inspected Total
At January 1, 2022
Cost $ 2,084553 $ 3,919,301 $ 69,469 $ 128,127 $6,201,450
Accumulated depreciation
and impairment ( 1,325,785) ( 3,017,606) (  59,028) - ( 4,402,419)
$ 758,768 $ 901,695 $ 10441 $ 128,127 $1,799,031
2022
At January 1 $ 758,768 $ 901,695 $ 10441 $ 128,127 $1,799,031
Additions 173,077 195,553 4,264 268,329 641,223
Reclassifications 48,299 81,918 1,888 ( 128,127) 3,978
Depreciation expense ( 92,458) ( 337,839) ( 5,550) - ( 435,847)
At December 31 $ 887686 $ 841327 $ 11,043 $ 268,329 $ 2,008,385
At December 31, 2022
Cost $ 2,301,420 $ 4,190,767 $ 71,335 $ 268,329 $6,831,851
Accumulated depreciation
and impairment ( 1,413,734) ( 3,349,440) (  60,292) - ( 4,823,466)

$ 887686 $ 841327 $ 11,043 $ 268,329 $ 2,008,385
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A. The Company has no interest capitalisation for the years ended December 31, 2023 and 2022.

B.

As of December 31, 2023 and 2022, there was no property, plant and equipment pledged to others

as collateral.

(7) Lease transactions — lessee

A. The Company leases various assets, including land, buildings and structures and machinery and

oy

equipment. Lease agreements are typically made for periods of 3 to 50 years. Lease terms are
negotiated on an individual basis and contain a wide range of different terms and conditions. The
lease agreements do not impose covenants, but leased assets may not be used as security for

borrowing purposes.

. Short-term leases with a lease term of 12 months or less comprise other equipment.

. The carrying amount of right-of-use assets and the depreciation charge are as follows:

December 31, 2023 December 31, 2022

Book value Book value
Land $ 219,030 $ 238,144
Buildings and structures 1,963 4,333
Machinery and equipment - 148
$ 220,993 $ 242,625

Years ended December 31,

2023 2022
Depreciation expense Depreciation expense
Land $ 7980 $ 8,122
Buildings and structures 3,510 3,543
Machinery and equipment 149 446
$ 11639 $ 12,111

. For the years ended December 31, 2023 and 2022, the additions to right-of-use assets were $1,140

and