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One. Report to the Shareholders

Dear Shareholders,

During last year (2022), as the severity of coronavirus variants weakened, with favorable
outcomes for vaccines, medicine and isolation controls in various countries, the COVID-19
pandemic, which had significantly impacted the world for three years, finally came to an end.
However, the Russo-Ukrainian War has continued for more than a year, serving both to intensify
geopolitical conflict and leading to trade barriers or the adoption of deglobalization measures in
major countries to diversify risks. In addition, inflation remained at a high level, and the global
supply chain shifted from shortage to overstock, which caused the global economy to be more
varied and unpredictable.

Taiwan’s exports to the global market reached US$479.52 billion in 2022, with a growth
rate of 7.4%. Since last September, however, Taiwan’s exports have decreased for six months
successively. Excess orders due to the pandemic and port congestion no longer exist, and
terminal demand has been slow to recover. The Company benefited from growth in the electric
vehicle, green energy, and energy storage industries last year. As a result of continuing increases
in sales of relevant products, along with controlling the cost of raw materials and exchange
hedges, overall operating revenue and net profit after tax for 2022 were higher than those of
2021, with growth rates of 1.11% and 15.09%, respectively.

l. 2022 Business Report

The Company’s 2022 revenue totaled NTD4,846 million, an increase of 1.11% compared
to NTD4,792 million in 2021.

Operating profit totaled NTD983 million, an decrease of 12.28% compared to NTD1,121

million in 2021.
Profit after tax was NTD902 million, an increase of 15.09% compared to NTD784
million in 2021.

Profit per share after tax was NTD5.75.
() Results of the Implementation of the Business Plan:

Unit: NTD thousand

Item 2022 Actual Number | 2021 Actual Number | Increase (Decrease)
Percentage (%)

Net Operating 4,845,515 4,792,301 1.11%
Income

Operating Costs 3,240,321 3,091,836 4.80%
Operating Gross 1,605,194 1,700,465 (5.60%)
Profit

Operating Expenses 621,799 579,460 7.31%
Operating Profit 983,395 1,121,005 (12.28%)
Profit Before Tax 1,252,070 1,092,286 14.63%
Profit After Tax 901,893 783,614 15.09%




(I1) Revenue, Expenses, and Profitability Analysis

Unit: NTD thousand

Analysis Item 2022 2021
Financial | Interest Income 26,636 6,934
Income and -
Expenditure Interest Expenditure 13,179 11,532
Return on Assets (%) 11.16 10.40
Return on Shareholders’ Equity (%) 15.54 15.10
(3/perat|ng Income to Paid-in Capital Ratio 63.18 7902
Profitability | (%) I
Analysis Net Income Before Tax to Paid-in Capital 80.44 70.17
Ratio (%) ' '
Net Profit Margin (%) 18.61 16.35
Earnings per Share After Tax (NTD) - 5 75 498

retroactive adjustment

(111) Performance in Research and Development

1.
2.

Development of high-efficiency water-cooled DC charger.

Development of high-frequency connector for use in communication
transmissions.

To introduce DC charging guns with international standards such as CCS1 and
CCSs2.

Il. 2023 Business Plan

(1)

1.

Business Policy

Deploy in mainly targeted markets and emerging Markets, establish marketing
and sales service bases.

Strengthen talent cultivation, enhance ability of basic research engineering and
development of high-end products.

To upgrade the smart manufacturing management system and expand
automation equipment, increasing production efficiency.

To expand business opportunities for connectors for green power, power
storage, UPS, and electric car charging and power swap systems.

(1)  Key Marketing Policies

1.

To collaborate with customers and market development and carry through one
place for R&D, multiple places for production, and global shipping service.

To enhance the integration of upstream and downstream manufacturing process
of highly modularized products and introduce a product testing system with a
high coverage ratio.

To invest in the construction of production plants and production lines of
products associated with the green power industry.
2




I11.  Company’s Future Development Strategy

()  To further expand business in emerging markets including India and Southeast Asia
and cultivate customers in mature markets including America and Japan in the
meanwhile.

(I) To strengthen the design and case receiving capabilities of high-end connector
projects, and continue to improve the technology and quality standards of KST
products.

IV. Impact of the External Competitive Environment, Regulatory Environment, and
Overall Business Environment

Mainland China cancelled its dynamic clearing policy against COVID-19 before the lunar new
year, officially entering a new era of slowed down pandemic and economy re-opening. Direct
flights between cross-strait waypoints resumed successively in mid-March of this year. China joins
the post-pandemic economy, looking forward to assisting in the growth of the global economy.

Major economic research institutes in the country made a downward adjustment to the 2023
forecast for Taiwan’s economic growth at the end of last year and the beginning of this year in
succession. They estimated that economic growth this year will struggle to reach 3%. It is obvious
that both the government and professional institutes are conservative in economic forecasting for
this year.

The Legislative Yuan passed the Climate Change Response Act through a process of three
readings. The Climate Act (for short) is the first law which includes a policy in response to climate
change, the beginnings of carbon fees programs, and the requirement that states achieve net-zero
emissions by 2050. In 2019, the E.U. took the lead in announcing a goal of carbon neutrality by
2050. After this declaration, the last two years have seen countries including the U.S., Japan, and
South Korea declaring their own plans to achieve carbon neutrality by 2050. Mainland China
intends to reach this goal by 2060. After carbon neutrality became a mutual global objective,
enterprise business models and the development of products and technology have to transform
accordingly. If they cannot meet the requirements of international consensus and government policy,
they will be eliminated by the market.

Fuel vehicle electrification is an important indicator of reducing carbon emissions. According
to data from the International Energy Agency (IEA) statistics, the penetration rate of global
electronic vehicles in 2021 was 8.6%. With an optimistic estimate, the penetration rate of global
electronic vehicles will reach 18% by 2025 and 35% by 2030. The Company possesses charger
products that meet the requirement of surface and safety certification in various countries. K.S.
TERMINALS possesses integrated ability of design, manufacturing, and verification and actively
makes advances in the market of electric vehicles. In joining the vehicle industry in this green
transformation, the Company lays a foundation for future growth.

Thank you for taking the time out of your busy schedule to attend the Company’s annual
general meeting. We will continue to adhere to the business philosophy of “integrity”, “solidarity”,
“quality”, “R&D”, and “hard-work”, and do our utmost to maximize investment returns for our
shareholders. In the future, we hope our shareholders will continue to support us and their feedback
is always welcome. Finally, | wish all shareholders all the best and success for the future.

Chairman: Cheng Ke-Pin
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Two. Company Profile

Establishment Date: February 10, 1978
Company History:

Established “K.S. TERMINALS INC.” with capital increased to NTD1,000 thousand.
Established the “Light Source System Parts Division”, new technology for stamping
dies.

Capital increased in cash by NTD10,000 thousand, with capital increased to
NTD15,000, thousand.

Capital increased in cash by NTDZ105,000 thousand, with capital increased to
NTD155,000, thousand.

Introduced the “AS/RS automated storage system” to integrate the MIS system; the
ISO quality assurance system was also introduced.

Purchased land at Changhua Binhai Industrial Zone and attained 1SO 9002 certificate.
Capital increased in cash by NTD49,000 thousand and merged with Hong Song Steel
Co., with capital increased to NTD199,350 thousand.

Official operation of “Changbin Factory” with seven sets of automated storage
equipment introduced to complete the computer-integrated manufacturing system.
Capital increased by transferring NTD199,350 thousand from earnings and by
transferring NTD49,838 thousand from capital reserve, with capital increased to
NTD448,538 thousand.

Officially certified as JIS factory by the Ministry of International Trade and Industry.
Established wholly-owned subsidiary K.S.T INTERNATIONAL HOLDINGS
LTD.(BVI) through investment.

Established wholly-owned subsidiary JUNG PANG ENTERPRISE LTD. through
investment.

Stocks officially listed on February 19.

Attained 1SO 9001 certificate.

Attained QS 9002 certificate.

Established wholly-owned sub-subsidiary CHIEN HO HSING TECHNOLOGY
(SUZHOU) CO., LTD. through subsidiary K.S.T. (BVI).

Attained 1SO 14000 certificate.

2005.04 Established 40%-owned company (GREEN POINT PRECISION
COMPONENTS CO., LTD.) using the equity method.

2005.08 Established the Taipei Division.

2006.11 Attained TS16949 certificate.

2007.05 Established RI DUAN CHIEN HO HSING ELECTRONICS
TECHNOLOGY (SUZHOU) CO., LTD. through joint venture by CHIEN HO
HSING(BVI) (51% shareholding) and Nippon Tanshi Co., Ltd (49% shareholding).
2007.05 Established wholly-owned subsidiary K.S.T K.S.TERMINALS (HONG
KONG) LTD. through investment.

2007.12 Established wholly-owned sub-subsidiary JIAN BANG (HONG KONG)
HOLDING LIMITED through subsidiary K.S.T.INTERNATIONAL HOLDINGS
LTD. (BVI).

2008.03 The investment structure of the indirect investment of CHIEN HO HSING
TECHNOLOGY (SUZHOU) CO., LTD. in China was moderated - changed to foreign
investment in K.S.T.INTERNATIONAL HOLDINGS LTD. then investment in JIAN
BANG (HONG KONG) HOLDING LIMITED to have its investment business in
China.

2008.12Purchased land at Changhua Binhai Industrial Zone.

4
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2009. Q4 Groundbreaking of new factory at Changhua Binhai Industrial Zone.
Purchased two parcels of land at Changhua Binhai Industrial Zone.

2010. Q3 Completed construction of new factory at Changhua Binhai Industrial Zone
with production underway.

2011.12 Established a Remuneration Committee.

2012.02 Invested in FUTURETOWN INC. and acquired 35% of its shares.

2012.08 Established 90%-owned DRACO K ENTERPRISES, LLC. in the U.S.
2012.12 Established 31%-owned CHANG LI INTERNATIONAL HOLDING LTD.
2013.02 Established wholly-owned subsidiary TAIBON HOLDINGS LIMITED.
2013.02 Established 49%-owned K.S. TERMINALS (THAILAND) CO., LTD.
through subsidiary TAIBON HOLDINGS LIMITED.

2013.05 Nippon Tanshi Co., Ltd. repurchased 49% shares of Rl DUAN CHIEN HO
HSING ELECTRONICS TECHNOLOGY (SUZHOU) CO., LTD.

2013.06 Purchased commercial offices in Taichung.

2013.12 Invested in Honley Auto. Parts Co., Ltd. and acquired 15% of its shares.
2014.01 Established wholly-owned subsidiary IFCHIC INC. in the U.S.

2014.07 Established wholly-owned subsidiary K.S.T.EUROPE B.V. in the
Netherlands.

2015.05 Subscribed 10% equity of Draco K held by TAlI RUEY ELECTRICAL
INDUSTRIES CO., LTD.

2015.05 Cancelled investment in wholly-owned subsidiary K.S.T K.S.TERMINALS
(HONG KONG) LTD.

2015.06 Two independent directors began their service on the Board.

2015.10 Established wholly-owned K.S.TERMINALS (ASIA) CO., LTD. in
Thailand. through subsidiary K.S.T.INTERNATIONAL HOLDINGS LTD.

2016.02 Established wholly-owned subsidiary K.S.TERMINALS (VIETNAM) CO.,
LTD.

2016.06 Established wholly-owned subsidiary PT.KSTERMINALS TECHNOLOGY
INDONESIA.

2016.11 Issued its first CSR report voluntarily.

2016.12 Disposed all of its 17.5% equity of FUTURETOWN INC.

2017.08 Changbin Factory 111 attained 1ISO 9001 international standard certification.
2017.11 Changbin Xianxi Factory acquired TS16949 extension certificate for power
module and wiring harness products.

2018.03 Cancelled investment in wholly-owned subsidiary K.S.T.EUROPE B.V.
2018.09 Established wholly-owned subsidiary CHIEN HO HSING ELECTRONICS
TECHNOLOGY (QIDONG) CO., LTD.

2018.11 Official operation of “R&D Center Building” began.

2019.10 Awarded the “5th Potential Taiwan Mittelstand Award”.

2020.12 Official operation began at newly built automated storage equipment and
system at “Changbin Factory I11”.

2021.04 Cancelled wholly-owned subsidiary CHIEN HO HSING ELECTRONICS
TECHNOLOGY (QIDONG) CO., LTD.

2022.07 Invested in Yangde Technology Co., Ltd. and acquired 35% of its shares.
2022.11 Subscribed 10% equity of Honley Auto. Parts Co., Ltd. held by Changchun
Engley Automobile Industry Co., Ltd., with accumulated percentage of shareholding
reaching 25%.



l. Organization

Three. Corporate Governance Report

()  Organizational Structure

Audit Committee

Remuneration Committee

Finance Department

Board Meeting

Chairman

President

Auditing Office

Human Resource Center
EHS Center

General Management
Office

Document Control and

Information Office
Management Office
Public Works Office

Legal Affairs Office
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(I1)  Tasks of Principal Departments

Oversee the Company’s overall strategic objectives, implement overall business,
supervise and coordinate the work of various business divisions. Subordinate

President units of Human Resource Center and EHS Center are established under the
General Manager’s Office.
Auditing Responsible for the control and audits of the Company’s departments and
Office provide suggestions for improvement.
1. Responsible for the coordination, communication, and management of each
General business division, as well as assisting in the promotion of various
Management management decisions and assignments of the President.
Of%ice 2. The Information Office, Management Office, Public Works Office, and
Document Control and Legal Affairs Office are set up under the General
Management Office, which is responsible for the work of all the above units.
. Oversee the work associated with cashier, costs, accounting, stock affairs, fund
Finance . o . >
transfers, budget creation, control of compilation of financial statements, and
Department
corporate governance.
Responsible for the Company’s customer development, sales channel and service
L base expansion plan, quotation, order receiving and payment follow-up after
Sales Division . . : . g
delivery, after-sales service of products, dealing with customer complaints,
pricing strategy, and performance evaluation of sales units.
R&D Division Responsible for new products research, design changes, product optimization,

advanced manufacturing technology, and relevant equipment development.

Marketing and

Planning Responsible for implementation of the Company’s marketing and advertising
Department | strategy and corporate image planning, including company profile (brief),

(Internet products catalog and DM creation, exhibition event planning, company website
Marketing and social media marketing.

Department)

Quality ible for quality inspection, reliability engineering of prod I
ASSUrance RGSFOHSI I_e o(; quT ity mspecgon, :je iabi |t}/_ engineering of products as well as
Department quality policy development and product quality improvement.

Tooling Responsible for the Company’s mold manufacturing and assembly, parts
Department processing, mold maintenance, and repair.

Materials Oversee the scheduling control, procurement, imports and exports for the control
Department and production associated with the Company’s materials.

. Responsible for improvement of the Company’s production plan proposals,
Production ; ) e )
manufacturing, and process, as well as equipment utilization and yield rate
Department
enhancement.

Group . . . - . .
Managing Res_ponsmle for Worl_< gs_somated with administrative and general affairs of

Office business groups or divisions.




Il.  Information Concerning the Directors, President, Vice President, Assistant Vice President, and Department and Branch Managers
() Director:

1. Information on Directors
April 11, 2023
. Current Shareholding of . . Executives, Directors, or Supervisors Who are Spouses
Nationalit Sharef;;)lledcltr;gdWhen Current Shareholding Spouse and Minor Th?gﬁrihl?llod;?i%ee zzségﬁpr(esgtreilr? or Relatives Within Two Degrees of Kinship With
Title or Place o)f, Name Gender Date of Election| Term Date First Children g Principal Work Experience and the Com aﬁ Another Remarks
. . Age (appointment) | (years) Elected Education mpany
Registration Sharehold and/or in any
. . Shareholding Shareholding Shareholding Other Company s : :
Shares |ng(;3n0 Shares Ratio (%) Shares Ratio (%) Shares Ratio (%) Title Name Relationship
Chen Male Chairman, K.S. TERMINALS Director Cheng Yu-Liang Brothers
Chairman Taiwan Ke-Pi% (71-80 years 2021.07.15 |3years| 2000.06.15 |6,723,014| 4.32% [4,738,014 3.04% 588,657 0.38% - - INC. Note 1 President (Note 2) [ Cheng Ching-Jen | Father and Son
old) Junior High School President (Note 2) [ Cheng Chieh-Yuan | Father and Son
Chen Male President of K.S. TERMINALS
Director Taiwan Yu»Lia% (61-70 years 2021.07.15 |3years| 2000.06.15 |7,779,191| 5.00% |6,780,191 4.36% 3,072,103 1.97% - - INC. Note 1 Chairman Cheng Ke-Pin Brothers
9 old) Elementary School
Liao Male Chairman, EXCEL CELL
Director Taiwan Pen-Lin (71-80 years 2021.07.15 |3years| 2000.06.15 - - - - - - - - ELECTRONIC Note 1 - - -
old) M.A., Tulane University, USA
Chen Male
Director Taiwan Hsin-Ygen (41-50 years 2021.07.15 |[3years| 2021.07.15 - - - - - - - - University of Windsor, Canada Note 1 - - -
old)
President, DEPO AUTO PARTS
President, KAWEI The president is
MANAGEMENT not the most
CONSULTANCY senior person in
Indenendent Lai Male Representative, CHING FENG the Company, as
Di[r)ector Taiwan Jui-Hua (71-80 years 2021.07.15 |3years| 2015.06.10 - - - - - - - - HOME FASHIONS Note 1 - - - the Chief
old) MBA, Sun Yat-Sen University Technology
Lecturer, Department of Business Officer (CTO)
Administration, Yunlin University is.
of Science and Technology and
Chaoyang University of
Technology
Chairman, PROMACH LTD.
Independent Chen Male Department of Marine
D_D Taiwan Liang-Ku | (71-80 years 2021.07.15 |[3years| 2015.06.10 - - - - 10,480 0.01% - - Jepar . Note 1 - - -
irector n old) Engineering, National Ocean
9 University
Chairman, TERAAUTOTECH
CORPORATION
Male Ph.D., Institute of Electrical
Independent . Lee R a R ; ) R R ) } Engineering, Changhua Normal } R }
Director Taiwan Yi-Lung (61 Z)?d))/ears 2021.07.15 |[3years| 2018.06.12 University Note 1
Adjunct Professor, Department of
Electrical Engineering, Changhua
Normal University




Note 1:

List of Directors

Position(s) Held Concurrently in the Company and/or in any Other Company

Cheng Ke-Pin

Chairman of the Company

Cheng Yu-Liang

CTO of the Company, Chairman of SHERNG YII CO., LTD., Director of CHI
RUI (CAYMAN) HOLDING LIMITED

Liao Pen-Lin

Chairman of EXCEL CELL ELECTRONIC, Director of SIWARD CRYSTAL
TECHNOLOGY CO., LTD., Director of P-DUKE TECHNOLOGY CO., LTD.,
Director of SAG, Director of FUZETEC TECHNOLOGY CO., LTD.

Cheng Hsin-Yen

President of the Company, Director of SONG XIN INVESTMENT CO., LTD.,
Director of SAN MAO INVETMNET CO., LTD.

Lai Jui-Hua

President of KAWEI MANAGEMENT CONSULTANCY, Representative of
DEPO AUTO PARTS IND.

Chen Liang-Kung

Chairman, PROMACH LTD.

Lee Yi-Lung

Chairman, TERAAUTOTECH CORPORATION

Note 2: The Board of Directors passed the internal transfer on March 16, 2023. The president was changed to

Cheng Chieh-Yuan.

2. Disclosure of Information on Professional Qualifications of Directors and
Independence of Independent Directors
May 10, 2023
Qualifications Numbgr of PUb”.C
Companies in Which
the Director or
Professional Qualification and Experience State of Independence Supervisor
Concurrently Serves
as an Independent
Name .
Director
With commercial, legal, financial, accounting
work experience required to perform the
Cheng Ke-Pin  |assigned duties, and does not meet any of the N/A None
circumstances stipulated in Article 30 of the
Company Act.
With commercial, legal, financial, accounting
work experience required to perform the
Cheng Yu-Liang |assigned duties, and does not meet any of the N/A None
circumstances stipulated in Article 30 of the
Company Act.
With commercial, legal, financial, accounting
work experience required to perform the
Liao Pen-Lin  |assigned duties, and does not meet any of the N/A None
circumstances stipulated in Article 30 of the
Company Act.
With commercial, legal, financial, accounting
work experience required to perform the
Cheng Hsin-Yen |assigned duties, and does not meet any of the N/A None
circumstances stipulated in Article 30 of the
Company Act.




Qualifications

Name

Professional Qualification and Experience

State of Independence

Number of Public
Companies in Which
the Director or
Supervisor
Concurrently Serves
as an Independent
Director

Lai Jui-Hua

A lecturer or above at public and private
colleges and universities with commercial,
legal, financial, accounting work experience
required to perform the assigned duties, and
does not meet any of the circumstances
stipulated in Article 30 of the Company Act.
Experience: President of DEPO AUTO PARTS
IND., President of KAWEI MANAGEMENT
CONSULTANCY, Representative of CHING
FENG HOME  FASHIONS, Lecturer,
Department of Business Administration, Yunlin
University of Science and Technology and
Chaoyang University of Technology

©lndependent Director of the
Company, meeting the independence
criteria. ©The independent director,
his/her spouse, or relatives within
the second degree of kinship do not
serve as a director, supervisor, or
employee of the Company or its
affiliates; do not hold any shares of
the Company; do not serve as
director, supervisor, or an employee
of a company with which the

Company has a specific relationship.
©Remuneration received for
business, legal, financial, and

accounting services provided by the
Company or its affiliates in the most
recent two years.

None

Chen Liang-Kung

With commercial, legal, financial, accounting
work experience required to perform the
assigned duties, and does not meet any of the
circumstances stipulated in Article 30 of the
Company Act.

Experience: Chairman of PROMACH LTD.

©lIndependent Director of the
Company, meeting the independence
criteria. ©The independent director,
his/her spouse, or relatives within
the second degree of kinship do not
serve as a director, supervisor, or
employee of the Company or its
affiliates; do not hold any shares of
the Company; do not serve as
director, supervisor, or an employee
of a company with which the
Company has a specific relationship.
©Remuneration received for
business, legal, financial, and
accounting services provided by the
Company or its affiliates in the most
recent two years.

None

Lee Yi-Lung

With commercial, legal, financial, accounting
work experience required to perform the
assigned duties, and does not meet any of the
circumstances stipulated in Article 30 of the
Company Act.

Experience: Chairman of TERA AUTOTECH
CORPORATION, Adjunct Professor of
Department  of  Electrical  Engineering,
Changhua Normal University

©lndependent Director of the
Company, meeting the independence
criteria. ©The independent director,
his/her spouse, or relatives within
the second degree of kinship do not
serve as a director, supervisor, or
employee of the Company or its
affiliates; do not hold any shares of
the Company; do not serve as
director, supervisor, or an employee
of a company with which the
Company has a specific relationship.
©Remuneration received for
business, legal, financial, and
accounting services provided by the
Company or its affiliates in the most
recent two years.

None
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3.

Diversity and Independence of the Board of Directors:

1) Diversity of the Board of Directors
The goal for the diversity of the Company’s Board members is to have at least 5
directors and the number of directors who also serve as the Company’s managers
does not exceed one-third of the total Board members, with at least 3 independent
directors on the Board and no less than one-fifth of the Board members. There are
currently 7 directors; the implementation of diversity of Board members is as

follows:

» 4 non-independent directors, 3 independent directors; 43% of directors are
independent directors.
» 4 directors are over 71 years old, 2 are 61 to 70 years old, and 1 is under 50

years old.

»  There are 3 directors with a term of service of more than 10 years, 3 directors
with a service of term of 3-9 year, 1 director with a term of service of less than

3 years.

»  The core of diversity of each director:

iversity Core Item

Operations | Leadershipand | Industrial Financial
Director Name Management | Decision-making | Knowledge | Accounting
Director Cheng Ke-Pin Vi V vV
Director Cheng
Yu-Liang \4 \4 v
Director Liao Pen-Lin V
Director Cheng
Hsin-Yen \4 v
Independent Director
Lai Jui-Hua \4 v
Independent Director v
Chen Liang-Kung
Independent Director vV

Lee Yi-Lung
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(2) Independence of the Board of Directors:

The election procedure of the Company’s directors Is open and fair, on par with
the provisions prescribed in the Company’s “Articles of Incorporation”, “Procedures
for Election of Directors”, “Corporate Governance Best-Practice Principles”,
“Regulations Governing Appointment of Independent Directors and Compliance
Matters for Public Companies”, and “Article 14-2 of the Securities and Exchange
Act”. The current Board of Directors is made up of 3 independent directors (43%)
and 4 non-independent directors (57%).

The Company’s Board of Directors guide company strategies, supervise
management, and is responsible for the Company and shareholders. As for the
various operations and arrangements of the corporate governance system, the Board
of Directors exercises its authority in accordance with the regulations of the law and
the Articles of Incorporation or resolutions adopted at the shareholders’ meeting. Our
3 independent directors comply with the regulatory requirements. Coupled with the
authority of the Audit Committee, the independent directors review the control of the
Company’s existing or potential risks to ensure the effective implementation of the
Company’s internal control, selection (dismissal) and independence of CPAs, and
fair preparation of financial statements. In addition, according to the method for the
election of directors and independent directors stipulated in the Company’s
“Procedures for Election of Directors”, the Company adopts the candidate
nomination system, in which we encourage shareholders to take part. Shareholders
holding a certain number of shares may propose a list of candidates. The
qualifications of the candidates must be examined and they must not violate the
matters listed in Article 30 of the Company Act. Acceptance and announcement of
director candidates are conducted in accordance with the law to protect the rights and
interests of shareholders and to maintain independence.

We have established a performance evaluation system for the Board of
Directors. An internal self-evaluation of the Board of Directors and a self-evaluation
of the individual Board members is performed once a year. The evaluation results are
disclosed in the Company’s annual report.
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(I

Information Concerning the President, Vice President, Assistant Vice President, and Department and Branch Managers:

April 11, 2023

Shareholding

Shareholding of Spouse

Shareholding Through

Managers who are Spouses or Relatives Within the

Title Nationality Name Gender Ezz;xmy and Minor Children Nominee Principal Vézzkci?g:nence and Concurrent Positions in Other Companies Second Degree of Kinship Remarks
Shareholding Shareholding Shareholding . . .
Shares Ratio (%) Shares Ratio (%) Shares Ratio (%) Title Name Relationship
President of K.S. . .
. . Chairman of SHERNG YII CO., LTD., Director
- 0/ 0, - N !
CTO Taiwan | Cheng Yu-Liang [ Male 2013.01.01 |6,780,191 4.36% 3,072,103 1.97% TERMINALS INC. of CHI RUI (CAYMAN) HOLDING LIMITED
Elementary School
Supervisor of DER. YANG
BIOTECHNOLOGY VENTURE, Director of
Vice President of K.S. HUANGQI INVESTMENT CO., LTD., Director
President . Cheng . o ~ TERMINALS INC. of YUAN HONG INVESTMENT CO., LTD., President o
(Note 4) Taiwan Ching-Jen Male | 20130101 |4589,405|  2.95% 313000 | 0.20% Department of Economics, | Chairman of JINGLING INVESTMENT CO., |  (Note4) | Chend Chieh-Yuan | Brothers
University of Victoria, Canada | LTD., Director of Draco K Enterprises, LLC,
Director of Honley Auto. Parts Co., Ltd.,
Director of SHERNG Y11 CO., LTD.
The president is not the
Vice President of K.S Supervisor of SAN MAO INVESTMENT CO., most senior person in
TERMINALS ING. LTD., Chairman of HUANGQI INVESTMENT the Company, as the
President . Cheng o . . il CO., LTD., Chairman of YUAN HONG President . Chief Technology
(Note 4) Taiwan Chieh-Yuan Male 2019.12.27 | 3,926,057 2.52% 668,241 0.43% Depg;t;ngn&ﬁif\):rt;ItI|goefnce, INVESTMENT CO., LTD., Chairman of JIEJU (Note 4) Cheng Ching-Jen Brothers Officer (CTO) is.
o o INVESTMENT CO., LTD., Chairman and
President of Draco K Enterprises, LLC.
Factory Director, K.S.
Vice President [ Taiwan Lee Liu-Hsun Male 2008.06.01 23,830 0.02% 3,920 0.00% - TERMINALS INC.
Junior College
Vice President of K.S.
Vice President | Taiwan | HsuHung-Ming| Male | 1998.06.01 TERMINALS INC.
Master of Management,
Tunghai University
Finance Manager, K.S.
Finance/Accou . . TERMINALS
nting Manager Taiwan Tseng Yu-Chin | Female 1999.03.14 MBA, Changhua Normal
University

Note 1: Information of the president, vice president, assistant vice president, and the heads of all company divisions and branch units, as well as the positions equivalent to the

president, vice president, assistant vice president, regardless of their job titles, shall also be disclosed.
Note 2: Experience related to the current position. If the person has worked for the Company’s CPA firm or affiliates in the aforementioned period, please specify the title of the
position and the duties performed.
Note 3: Where the Chairman of the Board of Directors and the president or person of an equivalent post (the highest level manager) of a company are the same person, spouse, or
relatives within the first degree of kinship, an explanation (e.g., method of increasing the number of independent directors with a majority of the directors not serving as an
employee or manager) shall be given of the reason for, reasonableness, necessity thereof, and the measures adopted in response thereto.
Note 4: The Board of Directors passed the internal transfer on March 16, 2023. The president was changed to Cheng Chieh-Yuan.
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II.
Remuneration to Directors

)

Remuneration Paid to Directors, President, and Vice President in the Most Recent Year:

Unit: NTD thousand

Remuneration to Directors Remuneration as Company Employees
Sum of A, B, C, and D
. . . and as percentage of | Salary, Bonuses, and : . Sumof A, B, C, D, E, F and G and as percentage of profit
Remuneration (A) . Remuneration to Fees for Professional ) 4 Pension Remuneration to Employees (G)
Pension (B) . b profit after tax (%) Special Allowances after tax (%) (Note 9)
(Note 1) Directors (C) (Note 2) | Practice (D) (Note 3) (Note 9) (D) (Note 4) F) (Note 5)
_ Remuneration From
Title Name All All All All All All c All - All Companies All Companies Included in the | vestees Other Than
. . . . . . ompani Included in the h : Subsidiaries or the
Companie Companie Companie Companies Companie Companie The Company : : The Company Financial Reports
N es Financial Reports Parent Company
sIncluded | The |[s Included s Included Included in s Included sIncluded| The (Note 6)
The inth c inth The inth The h The inth The inth c Included (Note 6)
Company n t € ompa| _In ! M Company n ! M Company " the . Company n ! M Company n t € ompan( the
Financial ny Financial Financial Financial Financial Financial y Financial Cash Share Cash Share
Reports Reports Reports Reports Reports Reports Reports Amount Amount | Amount | Amount Total Ratio (%) Total Ratio (%)
(Note 6) (Note 6) (Note 6) (Note 6) (Note 6) (Note 6) (N(?te 6)
. Cheng
Chairman Ke-Pin
. Cheng
Director Yu-Liang
. Liao
Director Pen-Lin
Director Cheng
Hsin-Yen 1,545 1,545 - 15,000 15,000 204 204 1.87 1.87 13,550 13,550 883 883 1,950 1,950 33,132 3.70 33,132 3.70 None
Independe Lai
nt Director | Jui-Hua
Chen
Independe |, .
nt Director Llan%-Kun
Independe Lee
nt Director [ VYi-Lung
1. Please describe the independent directors’ remuneration policy, system, standards, and structure, and explain the factors including the independent directors’ duties, risks, and invested time connected to the remuneration amount:
2. In addition to the disclosure in the table above, in the most recent year, remuneration received by directors for providing services: None
Range of Remuneration
Director Name
- - Total Remuneration (A+B+C+D Total Remuneration (A+B+C+D+E+F+G
Range of Remuneration to Each Director of the Company ( .) - - - - ) -
All Companies Included in the Financial All Companies Included in the
The Company (Note 7) The Company (Note 7)

Reports (Note 8) H

Financial Reports (Note 8) |

Below NTD1,000,000

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

Liao Pen-Lin, Cheng Hsin-Yen, Lai
Jui-Hua, Chen Liang-Kung, Lee Yi-Lung

Liao Pen-Lin, Cheng Hsin-Yen, Lai
Jui-Hua, Chen Liang-Kung, Lee
Yi-Lung

Liao Pen-Lin, Lai Jui-Hua, Chen
Liang-Kung, Lee Yi-Lung

Liao Pen-Lin, Lai Jui-Hua, Chen
Liang-Kung, Lee Yi-Lung

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

Cheng Hsin-Yen Cheng Hsin-Yen

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

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

Cheng Ke-Pin, Cheng Yu-Liang

Cheng Ke-Pin, Cheng Yu-Liang

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

Cheng Ke-Pin, Cheng Yu-Liang

Cheng Ke-Pin, Cheng Yu-Liang

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

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

NTD50,000,000  (inclusive) -  NTDZ100,000,000

(exclusive) ) . B -

Over NTD100,000,000 - - R
Total 7 7 7 7
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Note 1:

Note 2:
Note 3:

Note 4:

Note 5:

Note 6:

Note 7:
Note 8:

Note 9:
Note 10:

Refers to the remuneration (including salaries, allowances, severance pay, various bonuses, and incentives) to directors in the most recent

year.

Refers to the remuneration to directors passed by the Board of Directors in the most recent year.

Refers to remuneration received by directors for services rendered (including travel, special allowances, various subsidies, accommodation,

corporate vehicles, and other in-kind benefits).

Refers to any salaries, allowances, severance pay, bonuses, incentives, travel allowances, special allowances, subsidies, accommodation,

vehicles, and in-kind benefits received by directors in the most recent year for assuming the role of a company employee (such as a

president or vice president, manager or other employee).

Refers to any remuneration that the director has received (in cash or in shares) in the last year for assuming the role of an employee (such as

president or vice president, managers or other employees).

The total amount of remuneration paid to each director of the Company by all companies (including the Company) in the consolidated

report.

The name of the director is disclosed in the remuneration range for each director.

The total amount of remuneration paid to each director of the Company by all companies in the consolidated report (including the

Company) is disclosed with the name of the director disclosed in their respective remuneration range.

The net income after tax refers to the net income after tax of the most recent year of the parent company only or individual financial reports.

a. This field represents remuneration received by directors from the Company's invested businesses other than subsidiaries.

b. For directors who received remuneration from invested businesses other than subsidiaries, amounts received from these invested
businesses have been added to column “I” of the remuneration range table. In which case, column “I” will be renamed “parent company
and all invested businesses”.

¢. Remuneration refers to any remuneration and compensation (including remuneration received as an employee, director, and supervisor)
and professional service fees which the Company’s director received for serving as a director, supervisor, or manager in invested
businesses other than subsidiaries.

The basis of remuneration disclosed above is different from the concept of provisions prescribed in the Income Tax Act; hence the above table has been

prepared solely for information disclosure, and not for tax purposes.
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(I1) Remuneration to the President and Vice President
Unit: NTD thousand

Salary (A) (Note 1) Pension (B) Bonuses a?g)s(pﬁgizlz;?llowances Employee Remuneration (D) (Note 3) Sum of A, B, C, and D and ?;gt(-:-er(;e)ntage of profit after tax (%) gzmu‘zir:;:sgs
Title Name All Companies All Companies All Companies ] ] ] ] Other Than
Included in the Included in the Included in the The Compan: All Companies Included in the The Compan: All Companies Included in the | Subsidiaries or
The Company Financial The Company Financial The Company Financial pany Financial Reports (Note 4) pany Financial Reports (Note 4) the Parent
Reports (Note Reports (Note Reports (Note Company
4) 4) 4) Cash Amount | Share Amount | Cash Amount Share Amount Total Ratio (%) Total Ratio (%)
CTO Cheng Yu.-Liang
President Cherzg';\lgitr:gg;den
Vice President Hsu Hung-Ming 10,752 10,752 1,255 1,255 8,861 8,861 6,080 - 6,080 - 26,948 3.01 26,949 3.01 None
Vice President Lee Liu-Hsun
President Cheng(;NCOr:ieeg)-Yuan
Range of Remuneration
. . - . Name of President and Vice President
Range of Remuneration to the President and Vice President The Company (Note 5) All Companies Included in the Financial Reports (Note 6) E
Below NTD1,000,000 - -
NTD1,000,000 (inclusive) — NTD2,000,000 (exclusive) - -
NTD2,000,000 (inclusive) — NTD3,500,000 (exclusive) Lee Liu-Hsun Lee Liu-Hsun
NTD3,500,000 (inclusive) — NTD5,000,000 (exclusive) Cheng Chieh-Yuan Cheng Chieh-Yuan
NTD5,000,000 (inclusive) — NTD10,000,000 (exclusive) Hsu Hung-Ming, Cheng Ching-Jen, Cheng Yu-Liang Hsu Hung-Ming, Cheng Ching-Jen, Cheng Yu-Liang
NTD10,000,000 (inclusive) — NTD15,000,000 (exclusive) - -
NTD15,000,000 (inclusive) — NTD30,000,000 (exclusive) - -
NTD30,000,000 (inclusive) — NTD50,000,000 (exclusive) - -
NTD50,000,000 (inclusive) — NTD100,000,000 (exclusive) - -
Over NTD100,000,000
Total 5 5

Note 1:  Refers to any salaries allowances, severance pay, various bonuses, and incentives to the president and vice president in the most recent year
Note 2: Refers to various bonuses, incentives, travel allowances, special allowances, subsidies, accommodation, vehicles and in-kind benefits, and other remuneration received by the president and vice president in the most
recent year. Note 3: The amount of employee remuneration (including stocks and cash) approved by the Board of Directors for distribution to the president and vice president in the most recent year.
Note 4:  The total amount of remuneration paid to each president and vice president of the Company by all companies (including the Company) in the consolidated report.
Note 5:  The name of the president and vice president is disclosed in the remuneration range for each president and vice president.
Note 6:  The total amount of remuneration paid to each president and vice president of the Company by all companies in the consolidated report (including the Company) is disclosed with the name of the president and vice
president disclosed in their respective remuneration range.
Note 7:  The net income after tax refers to the net income after tax of the most recent year of the parent company only or individual financial reports.
Note 8: a.  This field represents remuneration received by the president and vice president from the Company's invested businesses other than subsidiaries.
b.  For the president and vice president who received remuneration from invested businesses other than subsidiaries, amounts received from these invested businesses have been added to column “E” of the
remuneration range table. In which case, column “E” will be renamed “parent company and all invested businesses”.
c.  Remuneration refers to any remuneration and compensation (including remuneration received as an employee, director, and supervisor) and professional service fees which the Company’s president and vice
president received for serving as a director, supervisor, or manager in invested businesses other than subsidiaries.
Note 9:  The Board of Directors passed the internal transfer on March 16, 2023. The president was changed to Cheng Chieh-Yuan.
The basis of remuneration disclosed above is different from the concept of provisions prescribed in the Income Tax Act; hence the above table has been prepared solely for information disclosure, and not for tax purposes.
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(I11) Names of Managers to Whom Employee Remuneration was Allocated, and Status of

the Allocation

May 10, 2023
Unit: NTD thousand

Ratio of Total
. Share Cash Amount to
Title Name Amount Amount Total Profit After Tax
(%)
Cheng
CTO Yu-Liang
. Cheng
President (Note 2) Ching-Jen
. Cheng
Manager President (Note 2) Chieh-Yuan - 7,600 7,600 0.85
. . Hsu
Vice President Hung-Ming
Vice President Lee Liu-Hsun
Finance Manager Tseng Yu-Chin

Note 1: Refers to the employee remuneration to managers passed by the Board of Directors in the most recent year.
Note 2: The Board of Directors passed the internal transfer on March 16, 2023. The president was changed to Cheng

Chieh-Yuan.

(IV) Separately compare and describe total remuneration, as a percentage of net income
stated in the parent company only financial reports or individual financial reports, as
paid by the Company and by each other company included in the consolidated
financial statements during the most recent two years to directors, supervisors,
president, and vice presidents, and analyze and describe remuneration policies,
standards, and packages, the procedure for determining remuneration, and its
connection to operating performance and future risk exposure.

2022 (earnings vesting year)

2021 (earnings vesting year)

Remuneration paid by the
Company and all companies
included in the consolidated

Remuneration paid by the
Company and all companies
included in the consolidated

Title financial statements to the financial statements to the
Company's directors, supervisors, | Company's directors, supervisors,
president, and vice presidentasa | president, and vice president as a
percentage of profit after tax (%) percentage of profit after tax (%)
Director

President and Vice President

5.82

7.17

Description:

1. The Company’s remuneration policy is based on duties of the position in the Company and the
contribution to the Company's operational objectives. Reasonable remuneration is paid by not
only taking into consideration the Company's overall operational performance, but also the
achievement rate of personal and department performance as well as their contribution to the
Company. Remuneration is subject to the review and approval of the Remuneration

Committee.

2. The percentage of overall remuneration to profit after tax in 2022 decreased by 1.35% from

2021.
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IV. Corporate Governance
()  Operation of the Board of Directors:

The Board of Directors convened 5 meetings [A] in the most recent year. The attendance of
directors is summarized as follows:

Title Name Actual Attendance | Actual Attendance Remarks
Attendance [B] | by Proxy Rate [B/A]
Chairman Cheng 5 0 100%
Ke-Pin
Director Che_n 9 5 0 100%
Yu-Liang
: Cheng 0
Director Hsin-Yen 5 0 100%
Director Liao 4 1 80%
Pen-Lin
Independent | | . 5 i Hua 5 0 100%
Director
Independent Chen 0
Director | Liang-Kung > 0 100%
Independent Lee 0
Director Yi-Lung S 0 100%

Other matters to be recorded:

If the Board of Directors meets any of the following circumstances, the minutes concerned

shall clearly state the meeting date, term, contents of proposals, opinions of all independent

directors, and the Company’s resolution of said opinions:

() Matters referred to in Article 14-3 of the Securities and Exchange Act: Not applicable, as
the Company has set up an Audit Committee.

(I1) Other than those described above, any other resolution(s) passed but with independent
directors voicing opposing or qualified opinions on the record or in writing: None.

Regarding the situation of directors’ conflict of interest recusal, the name of the director with

potential conflict of interest, subject matter, reason for conflict of interest recusal, and

deliberation participation shall be recorded: None.

Companies listed on the TWSE or the TPEXx shall disclose the evaluation cycle and period,

scope of evaluation, method, and contents of evaluation of the Board of Directors’

self-performance evaluation (or peer evaluation):

Item Description
Evaluation | Once a Year

Frequency

Evaluation | 2022/1/1~2022/12/31

Period

Evaluation | Board of Directors, Board Members and Functional Committees
Scope

Evaluation | Internal Evaluation of the Board
Method

Evaluation | Performance A. Participation in the Operation of the Company
Content | Evaluation of the | B. Quality of the Board of Directors’ Decision Making
Board C. Composition and Structure of the Board of Directors
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D. Election and Continuing Education of the Directors
E. Internal Control
Evaluation of the | A. Understanding of the Goals and Mission of the
Board Members Company
B. Awareness of the Duties of a Director
C. Participation in the Operation of the Company
D. Management of Internal Relationships and
Communication
E. Director’s  Professionalism and  Continuing
Education
F. Internal Control
Performance A. Participation in the Operation of the Company
Evaluation of the | B. Awareness of Functional Committees’
Functional Responsibilities
Committees C. Functional Committees’ Decision-making Quality
D. Composition of Functional Committees and
Selection of Members
E. Internal Control

Evaluation | According to the results of performance evaluation of the Board, evaluation
Results of the Board members, performance evaluation of each functional
committee, there are no improvements to be made.

IV. The objectives of strengthening the competency of the Board of Directors for the present year
and the most recent year (such as establishment of the Audit Committee and improvement of

information transparency), and assessment of the implementation:
() The Company established the Audit Committee on June 12, 2018.

(1) In a bid to build a robust Board governance system and improve its supervisory function
and strengthen the management function, the “Rules for Performance Evaluation of Board

of Directors” were established on August 9, 2019.
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(I1)  Operation of the Audit Committee:

The Audit Committee convened 5 meetings [A] in the most recent year, with its attendance

provided as follows:

. Attendance by | Actual Attendance Rate
Title Name Actual Attendance [B] Proxy (%) [BIA] Remarks

Independentl, .; 5.i_Hua 5 0 100%

Director
Independent|  Chen 0

Director |Liang-Kung > 0 100%
Independent|  Lee 0

Director | Yi-Lung > 0 100%

Other matters to be recorded:

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 responded to Audit Committee's opinions:
() Matters specified in Article 14-5 of the Securities and Exchange Act:

The Audit
Committee's
Date of the | Date of the Res&lutlot?], and
Board of Audit . owthe
. , . Contents of Motion Company
Directors Committee
Meeting Meeting Respond_ed 0
Audit
Committee's
Opinions
1. Motion for the appointment of and
remuneration to the CPAs of the financial
report.
2. Motion for the review of the 2021 business
report and 2021 parent company only and
consolidated financial statements.
3. Motion for the 2021 earnings distribution.
2022.03.18 | 2022.03.18 4. Motion for amendments to the Company’s
“Procedures for Acquisition and Disposal of
Assets”.
5. Motion for credit facilities of financial
institutions. All members
6. Motion for the 2021 “Statement of Internal pre:ent pa_lssed
Control System”. t Viﬁ?}%t?”
1. Motion for the adjustment to equity of s
2022.05.10 | 2022.05.10 Honley Auto. Parts Co., Ltd. objection.
1. Motion for change of the financial report
CPAs from the second quarter of 2022.
2. Report of consolidated financial statements
2022.08.10 | 2022.08.10 for the second quarter of 2022.
3. Ratify the investment in Yangde
Technology Co., Ltd.
1. Motion for change in credit facilities of
financial institutions.
2022.11.10 | 2022.11.10 2. Motion for change of investment structure
of subsidiary in Japan.
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Motion for 2023 audit plan.

2. Motion for capital increase of Draco K
(subsidiary in the U.S.)

3. Motion for the appointment of and

remuneration to the transfer pricing report

CPAs.

2022.12.29 | 2022.12.29

(I1) Other than those described above, any resolutions not approved by the Audit Committee but
approved by more than two-thirds of all directors: None.

Regarding the situation of independent directors’ conflict of interest recusal, the name of the
independent director with potential conflict of interest, subject matter, reason for conflict of interest
recusal, and participation in voting shall be recorded: None.

Communications between the independent directors and the Company’s chief internal auditor and
CPAs (including the material issues, methods, and results of audits of the Company’s finance or
operations):

() The Company holds an Audit Committee meeting on a regular basis and invites the

accountants, chief auditor, and relevant supervisors to attend as necessary.

(I1) According to the annual audit plan, the chief internal auditor periodically submits a
summarized Audit Report to the Audit Committee. The Audit Committee also conducts audits
on the Company’s internal control system, internal auditors, and their work.

(111 Each year, the Audit Committee engages in regular communication with the Company’s CPAs
regarding the review or audit results of the quarterly financial statements as well as other
regulations. The latest communication between the Audit Committee and the CPAs was
held on March 16, 2023. This communication included the audit procedures, results, audit
analysis, and report on audit quality indicators and non-assurance services. The
independent directors made no comments at this meeting. The Audit Committee also
conducts independent reviews on the appointment of CPAs and the audit and non-audit
services they provide.
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(1) Status of Corporate Governance, Deviations From the Corporate Governance Best Practice Principles for TWSE/TPEXx Listed

Companies, and Reasons for Such Deviations

Operational status

Scope of Evaluation

Yes | No

Summary

Deviations From the
Corporate Governance Best
Practice Principles for
TWSE/TPEX Listed
Companies and Reasons

Has the Company established and disclosed | V
the corporate governance practice principles

The Company has established its Corporate
Governance Best-Practice Principles. The Company’s

with undisclosed information?

insiders from trading marketable securities using

according to the “Corporate Governance Best corporate governance practices have been able to meet None
Practice Principles for TWSE/TPEx Listed the spirit of the Principles.
Companies”?
= | (I) Has the Company established a set of | V To ensure the interests and rights of shareholders, the
internal procedures  to handle Company has set up a spokesperson. The Finance
g shareholders’  suggestions,  queries, Department has also assigned dedicated stock
c . e o . . None
Z disputes, and litigations and personnel to handle the suggestions, questions,
» implemented them accordingly? disputes, and litigation of shareholders in accordance
S with internal procedures.
5 | (I1) Does the Company possess a list of the | V The Company has set up dedicated stock personnel
o major shareholders and a list of the and the Stock Agent Department to handle the list of
- ultimate controllers of the major the shareholders that actually control the Company at None
2 shareholders? all times and pay attention to the changes in their
S shareholding.
% (I11) Has the Company established and | V Through the “Related-Party Transaction Procedures”,
3, implemented risk management and we have built appropriate risk control and firewall
0 firewalls for companies it is affiliated mechanisms. The financial and accounting operations
S . . . None
= with? of affiliates are independently run and overseen by
o dedicated personnel, with an internal audit and control
_5: system set up according to the law and regulations.
g (IV)Has the Company established internal | V Through the “Management of Prevention of Insider
S rules against Company insiders trading Trading”, the Company prohibits the Company's None
o)
QD
2

undisclosed information in the market.
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Scope of Evaluation

Operational status

Deviations From the
Corporate Governance Best
Practice Principles for

the performance evaluation to the Board
of Directors as a reference in
determining the remuneration of

Directors was completed before Q1 of 2023 and
was submitted to the Board of Directors on May
10, 2023.

Yes | No Summary TWSE/TPEX Listed
Companies and Reasons
_ | () Has the Board formulated a diversity | V The Company has established the *“Corporate
= policy and specific management Governance Best-Practice Principles” and has
o objectives, and have they been explained in it the structure of the Board of Directors,
3 implemented? proactively implementing the diversity of the None
3 composition of the Board members.
§".
QD
2 [() Is the Company, in addition to| V We have established a Remuneration Committee and
g establishing the Remuneration Audit Committee. In the future, we will establish other
B8 Committee and Audit Committee in functional committees depending on the business
> . - . None
2. accordance with the law, willing to development scale and practical development of the
= voluntarily  establish  any  other Company.
o functional committees?
S | (II1) Has the Company established a standard | V 1. The Company passed the Rules for Performance
= to measure the performance of the Evaluation of Board of Directors on August 9,
o Board and implemented it annually? 2019.
Q .
g. Has the Company submitted results of 2. The 2022 performance evaluation of the Board of None
o
e
S}

individual directors and nomination for
re-election?
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Scope of Evaluation

Operational status

Yes

No

Summary

Deviations From the
Corporate Governance Best
Practice Principles for
TWSE/TPEX Listed
Companies and Reasons

(IV) Does the Company assess the CPAs for
their independence on a regular basis?

The independence and competency of the Company's
CPAs is evaluated by the Finance Department with the
status reported at the Audit Committee and Board
meeting every year. The evaluation results were
submitted to the most recent Board meeting held on
March 16, 2023. The evaluation focuses on concepts
of financial interests, financing, business relationships,
family and personal relationships, and employment
relationships. We have obtained a statement that the
CPAs did not violate the law and were not disciplined,
are independent, and evaluated the five scopes of
profession, quality control, independence, monitor and
creativity covered by Audit Quality Indicators (AQIS).
The Company is not aware of any circumstances that
may affect the independence of the CPAs.

None

IV. Does the Company have an appropriate

number of qualified governance personnel and
designate one chief corporate governance
officer to oversee corporate governance
affairs (including but not limited to providing
the directors with information needed to
perform their duties, assisting the directors
with legal compliance, handling matters
related to Board meetings and shareholders’
meetings according to laws, and preparing
minutes of Board and shareholders’ meetings,
etc.)?

The Company has assigned the Finance Department as
a unit in charge of corporate governance concurrently.
The manager of the Finance Department serves as the
chief corporate governance officer concurrently,
responsible for corporate governance-related matters.
These matters include: Matters in connection with
Board meetings and shareholders’ meetings in
accordance with the law, company registration and
change registration, preparation of minutes of Board
meetings and shareholders’ meetings, and provision of
information for directors to carry out their duties.

None
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Scope of Evaluation

Operational status

Deviations From the
Corporate Governance Best
Practice Principles for

Yes | No Summary TWSE/TPEx Listed
Companies and Reasons

V. Does the Company build communication | V The Company has set up dedicated units for

channels with stakeholders (including but not communication with customers, suppliers, employees,

limited to  shareholders, employees, financial institutions, the government, and

customers, and suppliers), establish a shareholders. There is also a “Stakeholder Service”

. , . , . . None

stakeholder section on the Company’s section on the Company’s website to appropriately

website, and duly respond to the stakeholders’ respond to important CSR issues.

concerns on issues related to corporate social

responsibilities?
VI. Has the Company delegated a professional | V We have appointed the Stock Agency Department of

stock agency to handle affairs regarding the KGI Securities to handle shareholder matters. None

shareholders’ meetings?
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Scope of Evaluation

Operational status

Deviations From the
Corporate Governance Best
Practice Principles for

education of directors, implementation of risk
management policies and risk measurements,
implementation of customer policy, and
purchasing liability insurance for directors by
the Company)?

Act.

Employee Care: We plan for employee group
insurance and regular health checkups, while
also providing a variety of employee education
and training and annual allowances for
employee and family trips.

(1)

Yes | No Summary TWSE/TPEx Listed
Companies and Reasons
() Has the Company set up a website to | V We announce our latest finances and corporate
disclose  financial ~ business  and governance information on None
< corporate governance information? https://www.ksterminals.com.
; (I) Has the Company adopted other means | V We have established a website in both Chinese and
= to disclose information (e.g. an English English and set up a spokesperson and deputy
= website, assigning specific personnel to spokesperson as a window for releasing information to
g collect and  disclose  corporate the outside world. We also disclose the latest None
S information, implementing a information including company finances on the
A spokesperson  system, broadcasting Company website, striving for information
@ investor conferences via the Company’s transparency.
= website)?
g.. (111) Does the Company announce and report | V The Company publishes its Q1, Q2, and Q3 financial
3 the annual financial reports within two reports and the monthly operation overview within the
= months after the end of each fiscal year, deadline in accordance with the regulations. None
S and the financial reports for Q1, Q2, and
Q3 and the monthly operation overview
before the prescribed time limit?
VIII. Does the Company have other information | V ()  Employee Rights and Benefits: We have
that enables a better understanding of the established a Worker Welfare Committee, and
Company’s corporate governance practices electronic and physical complaint mailboxes.
(including but not limited to employee rights, Furthermore, we protect the rights and benefits
employee care, investor relations, supplier of employees in accordance with the
relations, stakeholders’ rights, continuing requirements prescribed in the Labor Standards None
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Scope of Evaluation

Operational status

Yes

No

Summary

Deviations From the
Corporate Governance Best
Practice Principles for
TWSE/TPEX Listed
Companies and Reasons

(1)

(V)

V)

(V1)

(Vi)

Investor Relations and Stakeholder Rights: We
regularly announce company information in an
honest manner in accordance with laws and
regulations. By doing so, we are able to ensure
the rights and interests of investors and
stakeholders.

Supplier Relations: We keep a robust
relationship with our suppliers and deal with
each other with honesty and trust.

Further Education of Directors: All directors of
the Company are equipped with a professional
background and  business  management
experience in the industry. Moreover, the
directors also take corporate governance-related
courses.

Implementation of Risk Management Policy
and Risk  Measurement Criteria:  The
Company’s internal control system and
necessary management regulations, approved
by resolutions adopted at Board meetings and
shareholders”  meetings, are thoroughly
implemented.

Implementation of Customer Policy: At K.S.
Terminals, we strictly abide by the contracts
entered into with customers and applicable
regulations. In doing so, we protect the rights
and interests of customers, providing
customized and robust services.

(V1) Liability Insurance Coverage of Directors: As
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Scope of Evaluation

Operational status

Yes | No

Summary

Deviations From the
Corporate Governance Best
Practice Principles for
TWSE/TPEX Listed
Companies and Reasons

prescribed in the Articles of Incorporation, all
directors of the Company are covered with
liability insurance. To establish a sound
corporate governance mechanism, the insurance
policy is subject to an annual regular review to
reduce the risks borne by the directors and
Company.

IX. Please specify the status of the improvements made, based on the corporate governance assessment report released by the Corporate Governance
Center of the TWSE in the most recent year, and the priority corrective actions and measures for any issues that are yet to be rectified.
Unscored Items From the Results of the 9th Corporate Governance Assessment (assessment year 2022)

Title No.

Contents of Indicator

Situation Pending Improvement

2.11 Are all of the Company’s interim financial reports
approved by the Audit Committee and submitted to the
Board Meeting for discussion and resolution?

The Company will submit quarterly financial reports to
the Audit Committee for approval and then submit to
the Board Meeting for resolution from 2023.
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(IV) The State of the Remuneration Committee

1. The Company’s Remuneration Committee has three members.
2. Information on Remuneration Committee Members
ualifications Number of
Positions as a
. Professional Remune_ration
(Iﬂirtlg% QuaEIifica.tion and State of Independence f\:ﬂc;r:qrgétrt?ﬁ
Xperience Other Public
Listed
Name Companies
Instructor at a public or |© Independent Director
private college, in a of the Company,
department of meeting the
commerce, law, finance, independence criteria.
accounting, or other |© The independent
academic  departments director, his/her
related to the business in spouse, or relatives
Article 30 of the within  the second
Company Act. degree of kinship do
Experience: President of not serve as a
DEPO AUTO PARTS director, supervisor,
IND., President of or employee of the
KAWEI Company or its
Independent MANAGEMENT affiliates; do not hold
Director Lai Jui-Hua CONSULTANCY, any shares of the None
(Convener) Representative of Company; do not
CHING FENG HOME serve as director,
FASHIONS, Lecturer, supervisor, or an
Department of Business employee of a
Administration, Yunlin company with which
University of Science the Company has a
and Technology and specific relationship.
Chaoyang University of |© Remuneration
Technology received for business,
legal, financial, and
accounting  services
provided Dby the
Company or its
affiliates in the most
recent two years.
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ualifications

Professional

Number of
Positions as a
Remuneration

Identity e Committee
(Note 1) (EQ)L(Ja(Ielr?;::é:eon and State of Independence Member in
P Other Public
Listed
Name Companies
© Independent Director
of the Company,
meeting the
independence criteria.
© The independent
director, his/her
spouse, or relatives
within  the second
degree of kinship do
With commercial, legal, not serve as a
. . . director, supervisor,
financial, accounting
; or employee of the
work experience .
. Company or its
required to perform the a7
. : affiliates; do not hold
assigned duties, and does
Independent Chen any shares of the
i . not meet any of the ) None
Director Liang-Kung | . . Company; do not
circumstances stipulated X
serve as director,

in Article 30 of the
Company Act.
Experience: Chairman of
PROMACH LTD.

supervisor, or an
employee of a
company with which
the Company has a
specific relationship.
© Remuneration

received for business,
legal, financial, and
accounting  services
provided Dby the
Company or its
affiliates in the most
recent two years.

30




ualifications

Professional

Number of
Positions as a
Remuneration

(Iﬂzrt];'% QuaEIifica_tion and State of Independence :\Zﬂc;nr:]rgétrt?ﬁ
Xperience Other Public
Listed
Name Companies
© Independent Director
of the Company,
meeting the
independence criteria.
© The independent
director, his/her
spouse, or relatives
With commercial, legal, within  the second
financial, accounting degree of kinship do
work experience not serve as a
required to perform the director, supervisor,
assigned duties, and does or employee of the
not meet any of the Company or its
circumstances stipulated affiliates; do not hold
Independent . in Article 30 of the any shares of the
Director Lee Yi-Lung Company Act. Company; do not None
Experience: Chairman of serve as director,
TERAAUTOTECH supervisor, or an

CORPORATION,
Adjunct Professor of
Department of Electrical
Engineering, Changhua
Normal University

employee of a
company with which
the Company has a
specific relationship.
© Remuneration

received for business,
legal, financial, and
accounting  services
provided Dby the
Company or its
affiliates in the most
recent two years.

Note 1: Please specify director, independent director, or other.
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3.

Information Concerning the Operation of the Remuneration Committee

Term of Office: From July 15, 2021 to July 14, 2024. The Remuneration Committee
convened 2 meetings (A) in the most recent year, and the qualifications and attendance
of the Committee members are listed as follows:

Actual Actual
Title Name Attendance Attendance Attenda(\)nce Remarks
(B) by Proxy Rate (%)

(B/IA)

Convener | Lai Jui-Hua 2 0 100%
Committee Chen .

Member | Liang-Kung 2 0 100%
Committee Lee .

Member Yi-Lung 2 0 100%

Other matters to be recorded:

I.  If the Board of Directors does not adopt or decide to revise the recommendation of the
Remuneration Committee, the Board shall record the date and term, subject matter, resolution,
and measures taken concerning the recommendation of the Remuneration Committee (for
example, if the remuneration approved by the Board of Directors is higher than the
recommendation proposed by the Remuneration Committee, the Board shall explain the
differences and reasons): None.

Il. Inthe resolutions of the Remuneration Committee, if any member expresses objections or has
reservations, then the Remuneration Committee shall record the date, term, subject matter,
opinions of its members, and the measures taken: None.

Important Resolutions Adopted by the Remuneration Committee in 2022:

Meeting Contents of Motion Resolution
Date
1. Motion for the total salary and remuneration
to managers in 2021.
2. Motion for the distribution of remuneration
2022.03.18 to directors and managers in 2021.
3. Motion for the adjustment to the salary and
remuneration to managers in 2022. All members present passed the
1. Motion for the plan of the year-end bonus| motion without objection.
distribution to managers in 2022.
2022.12.29 2. Motion fo_r the schedule fqr the 2023
Remuneration Committee meeting.
3. Motion for amendment to the Year-End
Bonus Distribution Regulations.
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(V) Discrepancies Between the Promotion of Sustainable Development and the Sustainable Development Best Practice Principles for

TWSE/TPEX Listed Companies and Reasons

Promotion Item

Implementation Status

Deviations From the
Sustainable
Development Best
Practice Principles for

Yes | No Summary TWSE/TPEX Listed
Companies and
Reasons
Has the Company established a governance| V We have set up a Social Responsibility Report
framework for the promotion of sustainable Preparation Team and Review Team. The President
development and an  exclusively (or serves as a steering committee member and the General
concurrently) dedicated wunit to promote Management Office as the corporate sustainable None

sustainable development, and has the Board of
Directors authorized the senior management to
handle matters, and does the Board of Directors
supervise the implementation?

development promotion unit that reports its
implementation to the Board of Directors each year. The
Board of Directors reviews the release of the corporate
sustainability report.
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Promotion Item

Implementation Status

Deviations From the
Sustainable
Development Best
Practice Principles for

Yes | No Summary TWSE/TPEX Listed
Companies and
Reasons
Il. Does the Company conduct risk assessment on| V We have formulated the Corporate Social
environmental, social, and corporate Responsibility Best Practice Principles and released
governance issues related to the Company’s a corporate sustainability report according to the
operations and adopt related risk management sustainability reporting standards of the Global
policies or strategies pursuant to the materiality Reporting Initiative (GRI). There is a special
principle? chapter set forth in the corporate sustainability
report for risk management.
The Company's corporate sustainability report is
available at https://www.ksterminals.com.tw for
download.
None

We have formulated the control and management
methods targeting the control of the Company’s
operational risks. These include the “Management
Method for Strategies and Risks”, “Procedures for
Ethical Management and Guidelines for Conduct”,
“ldentification of Environmental and Harmful
Substances and Risk Evaluation and Risk Control
Planning Method”, “Implementation Rules for
Internal Audits”, and “Management Method for the
Supervision of Subsidiaries”.
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Promotion Item

Implementation Status

Yes

No

Summary

Deviations From the
Sustainable
Development Best
Practice Principles for
TWSE/TPEX Listed
Companies and
Reasons

SONSS| [eIUBWUOIIAUT “[]|

() Has the Company established
environmental policies suitable for the

Company’s industrial characteristics?

The Company abides by the government’s environmental
protection laws and regulations, and has formulated the
“ldentification Method for Environmental
Considerations”, “Management Method for the
Environment, Safety, and Health Supervision and
Measurement”, “Waste Management Method”, and
“Management Method for Regulatory Identification of
the Environment, Safety, and Health”. The Company has
been certified by the 1SO 14001 Environmental
Management system and IECQ QCB80000 Hazardous
Substance Process Management system.

None

(I) Does the Company endeavor to upgrade

the energy wuse efficiency and
environmentally-friendly materials?

use

The Company has been certified by the 1SO 14001
Environmental Management system and IECQ QC80000
Hazardous Substance Process Management system.
Furthermore, we are committed to improving the
utilization rate of various resources and continuing to
reduce the impact on the environment through the
following measures:

1. Enhance the energy efficiency of machinery and
equipment, air conditioning, and lighting;

2. Simplify the design of products to reduce the usage
of the packing materials for shipments;

3. Water resource recovery and reuse, such as
uncontacted cooling water in process, air
conditioning condensate, RO wastewater;

4. Commission a professional qualified vendor to

recover and refine copper sludge for reuse.

None
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Promotion Item

Implementation Status

Deviations From the
Sustainable
Development Best
Practice Principles for

Yes | No Summary TWSE/TPEX Listed
Companies and

Reasons
(1) Has the Company evaluated the potential] V Due to the fact that global climate change has produced
risks and opportunities arising from climate significant changes with its impact gradually expanding,
change now and in the future and taken it has posed potential risks to the Company's operations.
relevant countermeasures? To mitigate the damage, we have established the
“Emergency  Response = Management  Method”,
“Production Line Emergency Response Plan”, and

“Post-Disaster Recovery Plan” to strengthen the None

response and recovery capabilities in the face of natural
disasters. In doing so, we are able to minimize the
impact of natural disasters on the Company's operations.
At the same time, we will continue to make proactive
approaches to save energy, reduce carbon, and save
water, fulfilling our responsibility as a responsible
corporate citizen.
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Promotion Item

Implementation Status

Yes

No

Summary

Deviations From the
Sustainable
Development Best
Practice Principles for
TWSE/TPEX Listed
Companies and
Reasons

(V) Has the Company gathered statistics on the
greenhouse gas emissions, water usage,
and total waste weight over the past two
years, and has the Company established
policies for carbon reduction, greenhouse
gas emission reduction, reduction of water
usage, or other waste management?

1.

Each year, the Company conducts internal

greenhouse gas (GHG) inventories to continue to
monitor and calculate the data including GHG
emission intensity, volatile organic compound
emissions, water usage, wastewater discharge, and
business waste removal and disposal volume. The
data is used as the indicator for improvement of the
environmental management policy. During working
hours, we reinforce  water-saving and
water-recovery measures. In the summertime, we
control the temperature of the air conditioners,
which were gradually replaced with the inverter type
and lights were replaced with LED lights. To
achieve the energy conservation and carbon
reduction objective, we have also gradually installed
power-saving inverters in air compressors and high
power-consuming equipment.
The information on GHG emissions, water usage,
and total waste volume, alongside the management
policy, has been disclosed in the corporate
sustainability report, available for download at
https://www.ksterminals.com.tw.

None
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Implementation Status

Promotion Item

Deviations From the
Sustainable
Development Best
Practice Principles for

The Company allocates a certain percentage of bonuses
based on the earnings per share (EPS) and net income of
the financial statements. A year-end bonus is paid once a
year and performance bonuses twice a year (every 6
months). Also, according to the Company's Articles of
Incorporation, a bonus of not less than 3% of the profit,
if any, shall be allocated to be paid in September each

year.

Yes | No Summary TWSE/TPEX Listed
Companies and
Reasons
() Has the Company developed its policies| V At K.S. Terminals, we comply with the Labor Standards
— and procedures in accordance with laws Act and relevant labor laws and regulations to protect the
; and the International Bill of Human legal rights of employees. We take a two-way N
. o . one
9 Rights? communication approach when it comes to the
=5 promotion of company policies and opinions of
7] employees.
é (1) Does the Company establish and| V The Company’s “Remuneration Handbook” and “Work
implement proper employee benefit plans Rules” set forth the remuneration policy and leave
(including the salary, holidays, and other regulations, which are periodically reviewed and revised
welfare) and reflect the corporate business by the Board of directors and the Remuneration
performance or achievements in employee Committee. Benefits including subsidies for employees
remuneration? are handled in accordance with the “Rules for Use of
Benefits and Subsidies” and “Regulations for Weddings
and Funerals”. None
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Promotion Item

Implementation Status

Deviations From the
Sustainable
Development Best
Practice Principles for

labeling of products and services, and has
the Company established policies and
reporting procedures related to consumer

or customer rights and benefit protection?

Yes | No Summary TWSE/TPEX Listed
Companies and
Reasons
(1) Does the Company provide a safe and| V At K.S. Terminals, we have set up a medical office and
healthy work environment for its arrange a regular health check-up for employees. We
employees? Does the Company regularly also implement workplace environmental monitoring in
provide its employees with health and an effort to grasp possible hazards. As well as this, there
safety education? is an emergency response team in place that conducts None
periodic drills each year and our employees take part in
environmental, safety, and health courses or acquire
relevant qualified operating licenses according to their
functions.
(IV)Has the Company established effective| V In 2014, we took part in the Taiwan TrainQuali System
— career development training plans for (TTQS) evaluation and received a silver medal from the
< employees? Workforce Development Agency, Ministry of Labor. We
g give promotions to our employees each vyear to
ey encourage their development capabilities. At the same None
7 time, we provide appropriate education and training
S according to our employees’ career development,
@ including new employee training, on-the-job
professional skills training, qualified operating license
training, and occupational health and safety training.
(V) Does the Company comply with laws and| V The health and safety, customer privacy, marketing, and
international standards with regards to the labeling of our products and services are in compliance
customer health and safety of products and with the regulations and international standards.
services, customer privacy, marketing and None
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Promotion Item

Implementation Status

Deviations From the
Sustainable
Development Best
Practice Principles for

Yes | No Summary TWSE/TPEX Listed
Companies and
Reasons

(V1) Does the Company establish supplier] V The Company’s Supplier Management Regulations and

management policies and require them to Contractors EHS Management Regulations specify the

follow relevant regulations on the issues of matters that must be complied with by suppliers and

environmental protection, occupational contractors. These include human rights regulations and None

health and safety, or labor rights? What is the prohibition of child labor and forced labor. If any

the status of implementation? violation is found, the procurement collaboration or

contracting agreement will be terminated.

V. Has the Company stipulated standards \/ The Company’s corporate susta_inability report is written
or guidelines for the preparation of In a manner t_hgt _corresponds with the GRI (Glol?al
reports according to  internationally Reporting Initiative) as well as the SDGs (Sustainable
accepted reports, and does it prepare Developmen_t'GoaIs).Al_though our (?SR report has not
sustainability reports and other reports yet been verified by a thqu-party entity, we ensure the
to disclose non-financial information of accuracy of the data covering all economic, None
the Company? Have the en\_/lronm_ental, and social aspects in the report through a
aforementioned reports obtained the stringent internal control and audit mechanism.
assurance or guarantee opinions from a
third verification unit?

VI. If the Company has formulated its own Sustainable Development Best-Practice Principles in accordance with the “Sustainable
Development Best-Practice Principles for TWSE/TPEX Listed Companies”, please describe the differences between its operation and the
Principles: None.

VII. Other important information that facilitates the understanding of the promotion of sustainable development:

() We care for the disadvantaged:

(1) We work with Fengtian Temple, Huatan Township of Changhua County and donate supplies to low-income families during major

festivals.
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Implementation Status

Promotion Item
Yes

No

Summary

Deviations From the
Sustainable
Development Best
Practice Principles for
TWSE/TPEX Listed
Companies and
Reasons

(2) We donate money on a regular basis to charities such as the Eden Social Welfare Foundation, Huashan, Huei-Kong and the Taiwan
Reading and Culture Foundation (Philanthropic Library), as well as the Taiwan Fund for Children and Families in Changhua.

(I We care about talent cultivation and arrange periodic academic exchanges:

(1) We arrange for students and teachers of nearby high schools, colleges, and universities in the central region to visit the Company,

achieving the goal of teaching and learning together.

(2) We perform industry-academic collaboration with relevant departments of colleges and universities in the central region. Our

collaboration involves skills training of talents and studies on technical topics.
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(V1)
TWSE/TPEX Listed Companies and Reasons Thereof

Implementation of Ethical Corporate Management and Deviations From Ethical Corporate Management Best Practice Principles for

Operational status

Scope of Evaluation

Deviations From “Ethical
Corporate Management Best
Practice Principles for

conduct solutions accordingly, at least covering the
preventive measures for the acts described in each
subparagraph of Article 7, Paragraph 2 of the Ethical
Corporate Management Best Practice Principles for
TWSE/TPEX Listed Companies?

consequences of violation of operating procedures.

Yes | No Summary TWSE/TPEX Listed
Companies” and Reasons
() Has the Company established ethical operation| V We have established Ethical Corporate Management
policies approved by the Board of Directors’ meeting Best Practice Principles and conduct business activities

m and stated in its memorandum or external based on the principles of fairness, honesty,
o correspondence the policies and practices it has for trustworthiness, and transparency. In a bid to implement
=2 maintaining business integrity? Are the Board of the ethical corporate management policy, we take a
s Directors and the management committed to fulfilling proactive approach to prevent unethical conduct. All
3 this commitment? employees of the Company must follow the “Ethical None
5 Corporate Management Best Practice Principles for
o TWSE/TPEx Listed Companies” in the course of
= carrying out their duties.
8
<
5
§ (1) Has the Company established an assessment| V We regularly invite the directors, managers, employees,
3 mechanism for unethical conduct risk, does it perform and those who have substantial control over the
= periodic analysis and assess operating activities of Company to participate in education, training, and
S relatively higher risks of unethical conduct in the orientation. In doing this, they are able to be fully aware
5 scope of business, and has it established unethical of the determination, policy, prevention programs, and None
2
3
5
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Scope of Evaluation

Operational status

Deviations From “Ethical
Corporate Management Best
Practice Principles for

and other stakeholders should take the initiative and

Yes | No Summary TWSE/TPEX Listed
Companies” and Reasons
(111) Whether the Company explicitly defines procedures,| V We have formulated our “Procedures for Ethical
guides of conduct, and disciplinary and reporting Management and Guidelines for Conduct”, covering
systems in the case of a violation in the preventive operating  procedures, guidelines for  conduct, None
solutions of unethical conduct, implement them disciplinary practices, and a complaint system. The
accordingly, and carries out reviews and modifications “Procedures for Ethical Management and Guidelines for
of these solutions? Conduct” are thoroughly implemented.
() Has the Company assessed a trading counterpart’s| V At K.S. Terminals, we comply with the “Credit
ethical operation record and expressly states the Management Practices” and are committed to the
_ ethical operation clause in the contract to be signed responsibility and obligation of protecting official secrets
- with the trading counterpart? and business information. To adhere to the concept of None
— ethical management, employees must sign the “Business
3 Confidentiality and Copyright Agreement” and
‘3? “Memorandum of Departing Employees” during their
@ employment and before they resign.
g_ (I1) Has the Company established a dedicated unit under| V We have established an effective accounting system and
= the Board of Directors for promoting corporate ethical internal control system, with the compliance regularly
=4 operations and periodically reporting its ethical audited by the personnel of the Audit Office who report
m management policy and plan for preventing unethical to the independent directors and Board of Directors. None
= conduct, as well as the supervision of the
= implementation status to the Board of Directors (at
§ least once per year)?
é (111) Does the Company have any policies for preventing| V We regularly promote the concept of ethical
g conflicts of interests, and channels to facilitate the management and have formulated the “Procedures for
o reporting of conflicts of interests? Ethical Management and Guidelines for Conduct” for
5 compliance. Where there is a concern of ethics or a
§. conflict of interest, the Company’s employees, investors, None
g

report the incident to the Company. To provide
appropriate channels for complaints, there is a mailbox
available on the Company’s website for shareholders and
a “complaint mailbox” on the Company’s intranet.
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Scope of Evaluation

Operational status

Deviations From “Ethical
Corporate Management Best
Practice Principles for

Yes | No Summary TWSE/TPEX Listed
Companies” and Reasons
(IV)Has the Company implemented an effective| V We have set up an accounting system and internal
accounting system and internal control system for the control system in an effort to reasonably ensure the
purpose of maintaining ethical operations? Has the effectiveness and efficiency as well as the reliability of
internal audit unit established a relevant audit plan financial reporting and compliance with relevant laws
according to the assessment results of the risks of and regulations. Moreover, to implement the spirit of None
unethical conduct and does it audit the status of ethical management, we entrust a professional
compliance with the plan for the prevention of accounting firm to carry out audits on a regular basis.
unethical conduct, or entrust CPAs to perform an
audit?
(V) Does the Company periodically  organize| V We regularly invite the directors, managers, employees,
internal/external education training programs for and those who have substantial control over the
ethical operations? Company to participate in education, training, and None
orientation. In doing this, they are able to be fully aware
of the determination, policy, prevention programs, and
consequences of unethical practices.
I1l. Implementation of the Company’s Whistleblowing
System We have set up both electronic and physical “complaint
(1) Does the Company provide incentives and easy access mailboxes”. If there is a concern of a suspected violation
for employees to report misconduct? Has the of the rules, employees are obligated to report to
Company assigned dedicated personnel to investigate management and relevant units. Complaints filed are
the reported misconduct? appropriately dealt with by the President’s Office or the
(I1) Has the Company defined standard operating General Management Office. The whistleblower has the
d A . V . - - . None
procedures for investigation after accepting right to decide whether to remain anonymous, with

misconduct reports, the follow-up actions to be taken
after investigation, and the relevant confidentiality
mechanism?

(111) Has the Company adopted any measures to prevent

whistleblowers from being abused after
complaints?

filing

management protecting the identity of the whistleblower
and giving appropriate incentives.
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Operational status

Scope of Evaluation

Deviations From “Ethical
Corporate Management Best
Practice Principles for

Yes | No Summary TWSE/TPEX Listed
Companies” and Reasons
IV. Enhancing Information Disclosure
Has the Company disclosed its Ethical Corporate We have set up a *“Stakeholders” section on the
Management Best Practice Principles and progress thereof| V Company’s website to announce relevant corporate None

on its website and the MOPS?

governance rules and disclose information in relation to

ethical management.

V. If the Company has established ethical management best practice principles based on “Ethical Corporate Management Best Practice Principles for TWSE/TPEX
Listed Companies”, please describe any discrepancy between the principles and their implementation:
We have formulated the “Ethical Corporate Management Best Practice Principles”, which we dedicate ourselves to complying with.

VI. Other important information material to the understanding of ethical management operations (e.g., discussion of an amendment to the ethical corporate

management best practice principles defined by the Company)
The Company’s dedicated unit for material internal information examines these operating procedures at all times in order to comply with the regulatory

requirements and practical management. These operating procedures are displayed at the Notice Board and the dedicated unit informs all employees of the

formulation and subsequent amendments to these operating procedures via internal email. The Company’s material financial information is released truthfully on

the MOPS each month for investors and stakeholders.

(V) If the Company has adopted corporate governance best-practice principles or related bylaws, disclose how these are to be searched: The

Company has formulated its “Corporate Governance Best-Practice Principles”, which are disclosed on the MOPS.

(VI Any other material information that would afford a better understanding of the status of the Company's implementation of corporate

governance may also be disclosed: None.
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(IX) Operation Status of the Internal Control System:

1. Statement of Internal Control

Statement of Internal Control System
Showing both the design and execution are effective.
(This Statement is applicable to all legal statements.)

VI.

VII.

K.S. TERMINALS INC.
Statement of Internal Control System
Date:_March 16, 2023
We make the following statement based on the results of the self-inspection of the internal control
system in 2022:
We acknowledge that the Board of Directors and managers are responsible for the establishment,
operation, and maintenance of the internal control system. We have established such a system. The
system’s purpose is to provide reasonable assurance for the achievement of the objectives
concerning the effectiveness and efficiency of operations (including profits, performance, and
protection of asset security), reliability, timeliness, transparency, and regulatory compliance of
reporting, and compliance with applicable laws, regulations, and bylaws.
Any internal control system has its inherent limitations. No matter how well an internal control
system is designed, it can only provide reasonable assurance for achieving the above three
objectives. Moreover, the effectiveness of an internal control system may vary as a result of
changes in the environment and circumstances. However, our internal control system has a
self-monitoring mechanism, and we take corrective actions immediately once a nonconformity is
identified.
We judge the design and operation of the internal control system for their effectiveness with
reference to the items to be judged for the effectiveness of the internal control system specified in
the Regulations Governing Establishment of Internal Control Systems by Public Companies
(hereinafter referred to as the “Regulations”). The judgment items of the internal control system
adopted in the Regulations are divided into the following five constituent elements according to the
management control process: 1. control environment; 2. risk assessment; 3. control operations; 4.
information and communications; and 5. monitoring operations. Each constituent element contains
a number of items. Please refer to the provisions of the abovementioned Regulations.
We have adopted the judgment items of the internal control system to assess the effectiveness of
the design and implementation of the internal control system.
Based on the results of the abovementioned assessment, we confirm that our internal control
system on December 31, 2022 (including monitoring and management of subsidies) was effective
in terms of its design and operation with respect to understanding the effectiveness and efficiency
of operations, the reliability, timeliness, transparency, and regulatory compliance of reporting, and
the compliance with applicable laws, regulations, and bylaws in order to reasonably ensure that
these objectives are achieved.

This Statement will be a major part of our annual reports and prospectuses and will be open to the
public. If there is any misrepresentation, nondisclosure, or other illegality in the contents open to
the public referred to above, the legal responsibility specified in Articles 20, 32, 171, and 174 of
the Securities and Exchange Act shall apply.

The Statement was approved by the Board of Directors at the meeting held on March 16, 2023.
None of the 7 directors present expressed any dissent and all of them agreed with the Statement.
This information is declared as an addition.

K.S. TERMINALS INC.

Chairman: Cheng Ke-Pin Signature

President: Cheng Ching-Jen Signature
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2. If review of the internal control system has been conducted by entrusted CPAs, the
CPAs’ review report shall be disclosed: None.

(X) Punishment of the Company or its internal personnel in accordance with law, the
Company’s punishment of internal personnel violating internal control system
regulations, main deficiencies, and improvements during the most recent year and up to
the date of publication of the Annual Report: None.

(XI) Shareholder meetings and significant Board resolutions during the most recent year and
up to the date of publication of the Annual Report:

1. Important Resolutions of the Shareholders’ Meeting

Mg(;il:g Important Resolutions Implementation Status
1. Motion for ratification of the 2021 financial | 1. Passed after voting at the
statements (proposed by the Board of annual general meeting.
Directors).
2. Motion for ratification of the 2021 earnings | 2. Passed after voting at the
distribution (proposed by the Board of annual general meeting.
Directors). (Matters regarding
distribution in cash was
2022.06.10 completed on 2022.05.06.)
3. Passed the motion for amendment to the | 3. Proceeded with the
Company’s  Articles of  Incorporation amendments.
(proposed by the Board of Directors).
4. Passed the motion for amendments to the | 4. Proceeded with the
Company’s “Procedures for Acquisition and amendments.
Disposal of Assets” (proposed by the Board of
Directors)

2. Important Resolutions of the Board of Directors Meeting

Meeting Name Mg(;il:g Important Resolutions

1. Approved the motion for the appointment of and
remuneration to the CPAs of the financial report.

2. Passed the motion for the 2021 remuneration distribution
to employees and directors.

3. Passed the motion for the review of the 2021 business
report and 2021 parent company only and consolidated
financial statements.

4. Passed the motion for the 2021 earnings distribution.

5. Passed the motion for the payout of cash from the capital

1st Board 2022.03.18 surplus.
Meeting in 2022 s 6. Passed the motion for the amendments to the Company’s
“Avrticles of Incorporation”.

7. Passed the motion for amendments to the Company’s
“Procedures for Acquisition and Disposal of Assets”.

8. Passed the motion for the cause, meeting time, and
location for the 2022 annual general meeting.

9. Passed the motion for the acceptance period for
shareholder proposal rights for the 2022 annual general
meeting.
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Meeting Name

Meeting

Important Resolutions

Date

10. Passed the motion for credit facilities of financial
institutions.

11. Passed the motion for the 2021 “Statement of Internal
Control System”.

1. Passed the motion for renewing “insurance for directors

2nd Board 2022.05.10 and key employees”.
Meeting in 2022 R 2. Passed the motion for the adjustment to equity of Honley
Auto. Parts Co., Ltd.
1. Passed the motion for the change of the CPAs of the
3rd Board financial report from the se(_:ond qugrter pf 2022.
o 2022.08.10 | 2. Passed the report of consolidated financial statements for
Meeting in 2022
the second quarter of 2022.
3. Ratify the investment in Yangde Technology Co., Ltd.
1. Passed the motion for the change in credit facilities of
4th Board 2022.11.10 financial institutions.
Meeting in 2022 " 2. Motion for change of investment structure of subsidiary
in Japan.

1. Passed the motion for the 2023 audit plan.

Sth Board 2. Passed_the motion for the review by the Remuneration
Meting in 2022 2022.12.29 Commlttee. o S

3. Motion for capital increase of Draco K (subsidiary in the
u.s)

1. Approved the motion for the appointment of and
remuneration to the CPAs of the financial report.

2. Passed the motion for the 2022 remuneration distribution
to employees and directors.

3. Passed the motion for the review of the 2022 business
report and 2022 parent company only and consolidated
financial statements.

4. Passed the motion for the 2022 earnings distribution.

5. Passed the motion for the cause, meeting time, and
location for the 2023 annual general meeting.

1st Board 112.03.16 6. Passed the motion for the acceptance period for
Meeting in 2023 e shareholder proposal rights for the 2023 annual general
meeting.

7. Passed the motion for the 2022 “Statement of Internal
Control System”.

8. Passed the motion for credit facilities of financial
institutions.

9. Passed the purchase of land located at Lunwei Metal
Surface Treatment Area Phase One.

10. Passed the purchase of warehouses in Japan.

11. Passed the transfer of the president.

12. Passed the promotion of the executive vice president.

1. Passed the review of the consolidated financial
statements for the first quarter of 2023.

2nd Board 2. Passed the motion for renewing “insurance for directors
- 112.05.10 ,,
Meeting in 2023 and key employees”.
3. Passed the assignment of the chief corporate governance

officer.
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Meeting

Date Important Resolutions

Meeting Name

4. Passed the motion for amendments to the Company’s
“Corporate Governance Best-Practice Principles.”

5. Passed the “Corporate social responsibility Best-Practice
Principles” was partially amended and renamed as the
“Sustainable Development Best Practice Principles

(X11) Documented opinions or declarations in writing made by directors or supervisors against
important Board resolutions in the most recent year up to the publication date of this
Annual Report: None.

(XI) Resignation or dismissal of persons related to the financial report (including the
Chairman, President, Chief Accounting Officer, Chief Financial Officer, Chief Internal
Auditor, or Chief R&D Officer) in the most recent year and up to the date of publication
of the Annual Report: None.

V. Information on CPA Fees

() Information on CPA Fees
Unit: NTD thousand
Name of
the . CPA Name Audit Period Audit Non-audit Total Remarks
Accounting Fees Fees
Firm
Tu 2022/01/01 Tax
Ching-Yuan | ~2022/03/31 certification of
Chen 2022/04/01 NTD280
EY Taiwan | Ming-Hung | ~2022/12/31 | 2,820 465 3,285 | thousand,
Huang 2022/01/01 transfer report
Yu-Ti ~2022/12/31 of NTD185
u-11hg thousand.

(1) If the CPA firm is replaced and the audit fee paid during the year in which the replacement
occurs is less than the audit fee paid in the previous year, the amount of the audit fee
before and after the replacement and the reason thereof shall be disclosed: None.

(I1) Audit fees paid for the current financial year are lower than those paid for in the

immediate preceding financial year by 10% or more: None.
VI. Information on Replacement of CPAs:

() Regarding the former CPA

2022/04/01

To comply with the CPA rotation requirement by the
competent authority in charge of securities affairs to strengthen
the independency of CPAs, the Company’s CPAs providing
financial statements assurance services changed from Tu
Ching-Yuan and Huang Yu-Ting to Chen Ming-Hung and
Huang Yu-Ting from April 1, 2022.

Date of the change

Reason and description of
the change

Description of whether the lated Party| Certified Public Principal
CPA or the principal Situation Accountant P
engagement. engagement. N/A N/A
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Discontinued the

N/A N/A
engagement.

The opinion and reason for

an audit report issued during
the most recent 2 years None.
containing an opinion other
than an unqualified opinion.

Accounting principles or practices
Financial report disclosure
Yes. Auditing scope or procedure
Whether there were any
disagreements against the Others
issuer.
None|V
Description

Other disclosures
(disclosures required by
Article 10, Paragraph 6, None.
Item 1-4 to Item 1-7 of the
Standard).

(I) Regarding the successor CPA

Name of the Firm EY Taiwan
CPA Name Chen Ming-Hung and Huang Yu-Ting
Date of engagement April 1, 2022

Issues and results of the consultation prior
to the formal engagement regarding the
accounting treatment of or application of
accounting principles to a specific None.
transaction, and the type of audit opinion
that might be rendered on the financial
report.

Written views from the successor CPA
regarding a disagreement with the former  |None.
CPA

(111) Response letter from the former CPA on the matters described in Article 10, Paragraph 6,
Item 1 and Item 2-3: N/A.

VII. The Company’s Chairman, President, or any manager in charge of finance or accounting
matters in the most recent year holding a position at the Company’s CPA accounting firm or
at an affiliate of such an accounting firm: None.
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VIIL.Any transfer of equities and/or pledge of or change in equities by a director, supervisor,
manager, or shareholder with a stake of more than 10% in the most recent year and up to the
publication date of the Annual Report:

() Any change in equities of directors, supervisors, managers, and major shareholders:

2022 Up to April 11, 2023
Title Name Increase (déﬂféiiiﬁ in |  Increase (dégf(;ZgZ)e in
(Note 1) (decrease) in (decrease) in
Shares Held Shares Shares Held Shares
Pledged Pledged
. Cheng
Chairman Ke-Pin - - - -
Chairman and Cheng
CTO Yu-Liang (19,000) j ] ]
. Liao
Director Pen-Lin - - - -
. Cheng
Director Hsin-Yen - - - -
Independent Lai Jui-Hua - - - -
Director
Independent Chen i i ) i
Director Liang-Kung
Independent Lee i i ) i
Director Yi-Lung
President (Note Cheng i i i i
2) Ching-Jen
President (Note Cheng i i i i
3) Chieh-Yuan
i . Lee
Vice President Liu-Hsun - - - -
i . Hsu
Vice President Hung-Ming - - - -
Finance Tseng i i ) i
Manager Yu-Chin

Note 1: Shareholders with more than 10% of the total shares of the Company shall be stated as major shareholders and
indicated separately.

Note 2: President Cheng Ching-Jen transferred on March 16, 2023; therefore, the data of shares held and pledged is
counted as of March 16, 2023.

Note 3: Board of Directors passed the internal transfer on March 16, 2023. The president was changed to Cheng
Chieh-Yuan.

(I) Transfer Information: There is no transfer of shares to related parties by the Company’s
directors, supervisors, managers, or major shareholders.

(111) Pledge Information: There is no pledge of shares by the Company’s directors, supervisors,
managers, or major shareholders.
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IX. Relationship information, if among the 10 largest shareholders anyone is a related party, or
is the spouse or a relative within the second degree of kinship with another:

April 11, 2023; Unit: Shares

Disclosure of information on
related parties or spouse
Shares Held by the Shareholding of Spouse and Shareholding in the relationship or relations within the Remarks
N Shareholder Minor Children Names of Others second degree of kinship among
ame top ten shareholders, including their
titles or names and relationships.
Shareholding Shareholding Shareholding " . .
Shares Ratio (%) Shares Ratio (%) Shares Ratio (%) Title (or name) Relationship
Chiu Yu-Peng Spouse
. First Degree
Cheng Yin-Kun of Kinship
Cheng Yu-Liang 6,780,191 4.36% 3,072,103 1.97% - - Cheng First Degree
Wen-Shuo of Kinship
First Degree
Cheng Yu-Chen of Kinship
. First Degree
Cheng Yu-Liang of Kinship
. First Degree
Chiu Yu-Peng of Kinship
Second
Cheng Wen-Shuo 5,541,963 3.56% - - - - Cheng Yin-Kun Degree of
Kinship
Second
Cheng Yu-Chen Degree of
Kinship
. First Degree
Cheng Yu-Liang of Kinship
. First Degree
Chiu Yu-Peng of Kinship
. Second
Cheng Yin-Kun 5,451,188 3.50% 122,000 0.08% - - Cheng
Wen-Shuo Degree of
Kinship
Second
Cheng Yu-Chen Degree of
Kinship
Cheng First Degree
. Ching-Jen of Kinship
- | 0, 0, - -
Cheng Ke-Pin 4,738,014 3.04% 588,657 0.38% Cheng First Degree
Chieh-Yuan of Kinship
. First Degree
Cheng Ke-Pin of Kinship
Cheng Ching-Jen 4,589,405 2.95% 313,000 0.20% - - Second
Cheng Degree of
Chieh-Yuan aree
Kinship
. First Degree
Cheng Cheng Ke-Pin of Kinship
Chieh-Yuan 3,926,057 2.52% 668,241 0.43% - - Cheng Second
Ching-Jen Degree of
Kinship
SAN MAO
INVETMNET 3,409,461 2.19% - - - - - -
CO., LTD.
. First Degree
Cheng Yu-Liang of Kinship
. First Degree
Chiu Yu-Peng of Kinship
Second
- 0, - - - -
Cheng Yu-Chen 3,388,940 2.18% Cheng Yin-Kun Degree of
Kinship
Second
Cheng
Wen-Shuo De_gree_ of
Kinship
HUI HONG
INVESTMENT 3,150,135 2.02% - - - - - -
CO., LTD.
Cheng Yu-Liang Spouse
. First Degree
Cheng Yin-Kun of Kinship
Chiu Yu-Peng 3,072,103 1.97% 6,780,191 4.36% - - Cheng First Degree
Wen-Shuo of Kinship
First Degree
Cheng Yu-Chen of Kinship
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X. The total number of shares and total equity stake held by the same investee by the Company,
its directors, managers, and any companies controlled either directly or indirectly by the

Company:
Investment by Directors
Invested by the ar_ld Managers,_or by Total Investment
Investments Company Directly or Indirectly
(Note) Controlled Enterprises
Sharehold Sharehol Sharehold
Shares ing Ratio Shares ding Shares ing Ratio
(%) Ratio (%) (%)

K.S.T. INTERNATIONAL
HOLDINGS LIMITED . 14,540,500 100% - - | 14,540,500 100%
‘IJ_L.#:\DIG PANG ENTERPRISE 10,000 100% - - 10,000 100%
EE'CA‘CO K ENTERPRISE 2,500,000 100% - - | 2,500,000 100%
TAIBON HOLDING
LIMITED 160,000 100% - - 160,000 100%
Ifchic Inc. 2,500,000 100% - - | 2,500,000 100%
Yangde Technology Co., Ltd. 840,000 35% - - 840,000 35%
Honley Auto. Parts Co., Ltd. 25,433,439 25% - - | 25,433,439 25%
JIAN BANG (HONG
KONG)HOLDING - - 93,610,000 100% | 93,610,000 100%
LIMITED
K.S.TERMINALS (Asia) . . 8,200,000 |  100% | 8,200,000 |  100%
co.,LTD.
K.S.TERMINALS o o
(THAILAND)LTD. - - 490,000 49% 490,000 49%
CHIEN HO HSING
TECHNOLOGY (SUZHOU) - - 7,500,000 100% | 7,500,000 100%
CO., LTD
K.S.TERMINALS 0 0
COMPANY LTD VIETNAM - - 1,000,000 100% | 1,000,000 100%
PT.KSTERMINALS
TECHNOLOGY - - 1,000,000 100% | 1,000,000 100%
INDONESIA

Note 1: Long-term investments accounted for using the equity method by the Company.

Note 2: Data as of Q1 2023
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Four. Fundraising Status

I.  Capital and Shares
(I) Source of Capital
1. Formation of Capital Stock

Authorized Capital Paid-in Capital Remarks
Date IPSrSILéZ Offset by any property

Shares Amount Shares Amount Source of Capital other than cash. Others
1978.02 10 100,000 1,000,000 100,000 1,000,000|Capital at establishment. None Note 1
1982.12 10 500,000 5,000,000 500,000 5,000,000(Capital increase by cash. None Note 2
1987.09 10 1,500,000 15,000,000 1,500,000 15,000,000|Capital increase by debt. Debt offset. Note 3
1989.08 10 3,000,000 30,000,000 3,000,000 30,000,000|Capital increase by cash. None Note 4
1990.05 10 5,000,000 50,000,000 5,000,000 50,000,000|Capital increase by cash. None Note 5
1994.06 10 15,500,000 155,000,000, 15,500,000, 155,000,000|Capital increase by cash. None Note 6
1995.06 10 19,500,000 195,000,000{ 19,500,000 195,000,000(Capital increase by earnings. None Note 7
1996.01 10 14,235,000 142,350,000 14,235,000 142,350,000|Capital decrease. None Note 8
1998.05 10 19,135,000 191,350,000, 19,135,000 191,350,000|Capital increase by cash. None Note 9
1998.09 10 19,935,000 199,350,000{ 19,935,000 199,350,000({Consolidated capital increase. None Note 10
1999.06 10 100,000,000{ 1,000,000,000{ 44,853,750 448,537,500|Capital increase by earnings and capital surplus. None Note 11
2000.07 10 100,000,000, 1,000,000,000{ 51,761,800 517,618,000(Capital increase by earnings and employee bonus. None Note 12
2001.06 10 120,000,000 1,200,000,000{ 58,153,000 581,530,000(Capital increase by earnings and employee bonus. None Note 13
2002.06 10 120,000,000 1,200,000,000{ 65,363,900 653,639,000|Capital increase by earnings and employee bonus. None Note 14
2003.06 10 120,000,000, 1,200,000,000{ 72,340,000 723,400,000(Capital increase by earnings and employee bonus. None Note 15
2004.06 10 120,000,000 1,200,000,000{ 80,000,000 800,000,000(Capital increase by earnings and employee bonus. None Note 16
2005.02 10 120,000,000 1,200,000,000{ 80,835,863 808,358,630|Capital increase by convertible bonds. None Note 17
2005.04 10 120,000,000, 1,200,000,000{ 81,457,980 814,579,800|Capital increase by convertible bonds. None Note 18
2005.04 10 120,000,000 1,200,000,000( 81,469,430 814,694,300|Capital increase by convertible bonds. None Note 19
2005.07 10 120,000,000 1,200,000,000{ 90,017,060 900,170,600|Capital increase by earnings and employee bonus. None Note 20
2006.04 10 120,000,000, 1,200,000,000{ 89,884,060 898,840,600|Capital reduction by treasury stock cancellation. None Note 21
2006.07 10 200,000,000{ 2,000,000,000{ 96,412,560 964,125,600(Capital increase by earnings and employee bonus. None Note 22
2007.01 10 200,000,000 2,000,000,000 105,213,266/ 1,052,132,660(Capital increase by convertible bonds. None Note 23
2007.04 10 200,000,000[ 2,000,000,000{ 107,231,320 1,072,313,200|Capital increase by convertible bonds. None Note 24
2007.07 10 200,000,000[ 2,000,000,000{ 107,358,014 1,073,580,140|Capital increase by convertible bonds. None Note 25
2007.10 10 200,000,000, 2,000,000,000] 113,083,114 1,130,831,140(Capital increase by earnings and employee bonus. None Note 26
2007.10 10 200,000,000{ 2,000,000,000{ 113,363,651 1,133,636,510(Capital increase by convertible bonds. None Note 27
2008.07 10 200,000,000[ 2,000,000,000{ 116,458,884 1,164,588,840|Capital increase by convertible bonds. None Note 28
2009.09 10 200,000,000, 2,000,000,000] 119,937,650[ 1,199,376,500(Capital increase by earnings. None Note 29
2010.04 10 200,000,000[ 2,000,000,000{ 120,201,650 1,202,016,500(Capital increase by employee stock options. None Note 30
2010.08 10 200,000,000[ 2,000,000,000{ 120,258,650 1,202,586,500(Capital increase by employee stock options. None Note 31
2010.09 10 200,000,000, 2,000,000,000] 129,834,782 1,298,347,820(Capital increase by earnings. None Note 32
2010.11 10 200,000,000[ 2,000,000,000{ 129,854,782 1,298,547,820|Capital increase by employee stock options. None Note 33
2010.11 10 200,000,000{ 2,000,000,000{ 129,354,782 1,293,547,820|Capital reduction by treasury stock cancellation. None Note 34
2011.04 10 200,000,000 2,000,000,000] 129,674,782 1,296,747,820(Capital increase by employee stock options. None Note 35
2011.09 10 200,000,000[ 2,000,000,000{ 140,048,765 1,400,487,650(Capital increase by earnings. None Note 36
2012.08 10 200,000,000[ 2,000,000,000{ 140,259,765 1,402,597,650(Capital increase by employee stock options. None Note 37
2013.01 10 200,000,000 2,000,000,000| 140,343,765 1,403,437,650(Capital increase by employee stock options. None Note 38
2014.04 10 200,000,000[ 2,000,000,000{ 152,488,684 1,524,886,840|Capital increase by convertible bonds. None Note 39
2014.08 10 200,000,000[ 2,000,000,000{ 153,186,412 1,531,864,120|Capital increase by convertible bonds. None Note 40
201411 | 10 | 200,000,000/ 2,000,000000 152545399 1,525,453,990 CC:;’I'tZ'Ifg‘;g@g’gﬁ’;ﬁ;ﬁ‘tﬁ stock cancellation and None Note 41
2015.01 10 200,000,000 2,000,000,000] 152,608,999 1,526,089,990(Capital increase by convertible bonds. None Note 42
2015.05 10 200,000,000{ 2,000,000,000{ 153,965,865 1,539,658,650(Capital increase by convertible bonds. None Note 43
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Authorized Capital Paid-in Capital Remarks
Date Issue
Price Shares Amount Shares Amount Source of Capital Offset by any property Others
other than cash.
2015.08 10 200,000,000 2,000,000,000 154,570,095 1,545,700,950(Capital increase by convertible bonds. None Note 44
2015.08 10 200,000,000[ 2,000,000,000{ 155,654,890 1,556,548,900(Capital increase by convertible bonds. None Note 45

Note 1: 1978.2.10 Liu-Qi-Jian-San-Zi No. 16027
Note 4: 1989.11.7 Jing-(78)-Shang-Zi No. 132755
Note 7: 1995.7.26 Jing-(84)-Shang-Zi No. 110132
Note 10: 1998.9.29 Jing-(87)-Shang-Zi No. 7130793

Note 2: 1982.12.20 Qi-Yi-Jian-San-Zi No. 241445
Note 5: 1990.8.28 Jing-(79)-Shang-Zi No. 118130
Note 8: 1996.11.28 Jing-(85)-Shang-Zi No. 119658
Note 11: 1999.6.25 (88)-Tai-Cai-Zheng-(Yi) No. 56083

Note 3: 1987.9.25 Qi-Liu-Jian-San-Geng-Zi No. 291146
Note 6: 1995.1.6 Jing-(84)-Shang-Zi No. 118437
Note 9: 1998.6.2 Jing-(87)-Shang-Zi No. 113107

Note 12: 2000.7.21 (89)-Tai-Cai-Zheng-(Yi) No. 64411

Note 15: 2003.6.25 Tai-Cai-Zheng-Yi-Zi No.

Note 13: 2001.6.6 (90)-Tai-Cai-Zheng-(Yi) No. 135573 0920128052

Note 14: 2002.6.27 Tai-Cai-Zheng-Yi-Zi No. 0910135183

Note 16

Note 19

Note 22

Note 25:

Note 28:

Note 31:

Note 34:

Note 37:

Note 40:

Note 43:

: 2004.6.29 Tai-Cai-Zheng-Yi-Zi No. 0930128673
: 2004.5.18 Tai-Cai-Zheng-Yi-Zi No. 0930118881

: 2006.7.5 Jin-Guan-Zheng-Yi-Zi No. 0950128532

2007.7.25 Jing-Shou-Shang-Zi No. 09601171910
2008.7.18 Jing-Shou-Shang-Zi No. 09701178900
2010.4.20 Jing-Shou-Shang-Zi No. 09901069190
2010.11.22 Jing-Shou-Shang-Zi No. 09901258290
2012.8.10 Jing-Shou-Shang-Zi No. 10101165290
2014.8.11 Jing-Shou-Shang-Zi No. 10301154160

2015.5.12 Jing-Shou-Shang-Zi No. 10401076160

Note 17: 2004.5.18 Tai-Cai-Zheng-Yi-Zi No.

Note 20: 2005.7.4 Jin-Guan-Zheng-Yi-Zi No.
0940126691

Note 23: 2007.1.18 Jing-Shou-Shang-Zi No.
09601013670

0930118881

Note 26: 2007.7.16 Jin-Guan-Zheng-Yi-Zi No.

0960036626

Note 29: 2009.9.4 Jing-Shou-Shang-Zi No. 09801199720
Note 32: 2010.6.30 Jin-Guan-Zheng-Fa-Zi No.

0990033632

Note 35: 2011.4.11 Jing-Shou-Shang-Zi No.
10001067780

Note 38: 2013.1.15 Jing-Shou-Shang-Zi No.
10201008410

Note 41: 2014.11.4 Jing-Shou-Shang-Zi No.
10301228470

Note 44: 2015.8.11 Jing-Shou-Shang-Zi No.
10401163050

Note 18: 2004.5.18 Tai-Cai-Zheng-Yi-Zi No.
0930118881

Note 21: 2006.05.12 Jing-Shou-Shang-Zi No.
09501084440

Note 24: 2007.4.19 Jing-Shou-Shang-Zi No.
09601082570

Note 27: 2007.10.18 Jing-Shou-Shang-Zi No.
09601255230

Note 30: 2010.4.20 Jing-Shou-Shang-Zi No.
09901069190

Note 33: 2010.9.13 Jing-Shou-Shang-Zi No.
09901207490

Note 36: 2011.9.01 Jing-Shou-Shang-Zi No.
10001204760

Note 39: 2014.4.22 Jing-Shou-Shang-Zi No.
10301072320

Note 42: 2015.1.28 Jing-Shou-Shang-Zi No.
10401009160

Note 45: 2015.8.26 Jing-Shou-Shang-Zi No.
10401178720

2. Type of Shares
April 11, 2023; Unit: Shares
Authorized Capital
Shares - Remarks
Type Outstanding |\ icc1ed Shares Total
Shares
Registered 155,654,890 44,345 110 200,000,000 TWSE Listed
Common Stocks Chares

3. Information related to issuing securities by self-registration: None.
(I) Shareholder Structure
April 11, 2023; Unit: Shares

Shareholder . . - Foreign
tructure Government Fm_anglal Other Juristic Individuals Institutions and Total
. Agencies Institutions Persons .
Quantity Foreigners
Number of Persons 1 13 66 19,991 66 20,137
Shareholding 40,000 12,694,000 18,950,266 117,990,633 5,979,991 155,654,890
Shareho('f/;)“g Ratio] 00396 8.16% 12.17% 75.79% 3.85% 100%
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(111) Diffusion of Ownership
1. Ordinary Shares

April 11, 2023; Unit: Shares

Range of Shareholding Number of Shareholding Shareholding
Shareholders Ratio (%)
110 999 3,313 644,538 0.41%
1,000 to 5,000 14,626 27,057,343 17.38%
5,001 to 10,000 1,289 10,248,657 6.58%
10,001 to 15,000 294 3,806,288 2.45%
15,001 to 20,000 185 3,439,879 2.21%
20,001 to 30,000 149 3,842,123 2.47%
30,001 to 40,000 86 3,100,039 1.99%
40,001 to 50,000 38 1,777,195 1.14%
50,001 to 100,000 68 4,996,167 3.21%
100,001 to 200,000 42 6,158,762 3.96%
200,001 to 400,000 12 3,292,830 2.12%
400,001 to 600,000 6 3,164,789 2.03%
600,001 to 800,000 0 0 0.00%
800,001 to 1,000,000 2 1,980,000 1.27%
Ratio Classified Depending on Actual Situation 27 82,146,280 52.78%
for Shares Over 1,000,001
Total 20,137 155,654,890 100.00%
2. Preferred Shares: None.
(IV) Major Shareholder List:
April 11, 2023; Unit: Shares
Shares Shareholding Shareholding

Name of Major Shareholder Ratio (%)
Cheng Yu-Liang 6,780,191 4.36%
Cheng Wen-Shuo 5,541,963 3.56%
Cheng Yin-Kun 5,451,188 3.50%
Cheng Ke-Pin 4,738,014 3.04%
Cheng Ching-Jen 4,589,405 2.95%
Cheng Chieh-Yuan 3,926,057 2.52%
SAN MAO INVETMNET CO., LTD. 3,409,461 2.19%
Cheng Yu-Chen 3,388,940 2.18%
HUI HONG INVESTMENT CO., LTD. 3,150,135 2.02%
Chiu Yu-Peng 3,072,103 1.97%
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(V) Market Price per Share, Net Worth, Profit, Dividends, and Relevant Information in the
Most Recent 2 Years

Unit: Shares; NTD

Year Current Year up to
ltem 2021 2022 May 10, 2023
(Note 7)
Market Highest 109.00 92.50 81.00
Price per | Lowest 45.75 66.00 67.50
Share A
(Note 1) verage 78.95 80.03 75.27
Net Worth | Before Distribution 35.16 38.84 37.80
p(f\lrostgazr)e After Distribution 33.16 36.84 Not yet Distributed
Earnings | Weighted Average Number of Shares 155,654,890 155,654,890 155,654,890
per Share | Earnings per Share (Note 3) 4,98 5.75 0.85
Cash Dividends 1.70 2.00 Not yet Distributed
Dividends | Stock From Retained Earnings - - Not yet Distributed
per Share | Dividends | From Capital Reserves 0.30 - Not yet Distributed
Accumulated Unpaid Dividends - - Not yet Distributed
ROI P/E Rati_o (Note 4) 15.85 13.92 22._14 _
Analysis P/D Ratio (Note 5) 46.44 40.01 Not yet Distributed
Cash Dividend Yield (%) (Note 6) 2.15% 2.50% Not yet Distributed

Note 1: The highest and lowest market prices of the common stock and calculate the average market price for each year based on actual transaction prices and volume of

each year.

Note 2: The number of shares issued at the end of the year and the distribution according to the resolution by the Board of Directors or general meeting of shareholders the

following year.

Note 3: If it is necessary to make adjustments retroactively due to the distribution of bonus shares, please state the earnings per share before and after the adjustment.

Note 4: P/E Ratio = average closing price per share in the current year/earnings per share. (Consolidated data in the current year up to the first quarter reviewed by the

CPAs converted to a full year.)

Note 5: P/D Ratio = average closing price per share in the current year/cash dividends per share.

Note 6: Cash Dividend Yield = cash dividend per share/average closing price per share in the current year.

Note 7: The net worth per share and earnings per share shall be entered based on the consolidated data in 2023 up to the first quarter up to the publication date of this
Annual Report reviewed by the CPAs; other fields shall be entered with the information for the current year up to the publication date of this Annual Report.

(V1) Company Dividend Policy and Implementation Status

1.

Dividend Policy

1)

)

After final accounting for the year, the Company shall first pay taxes and
cover previous losses with the profit for the year, if any. 10% of the
remaining balance may be set aside as legal reserve, provided the legal
reserve does not reach the amount of the Company’s paid-in capital. In
addition, special reserve may be appropriated or reversed in accordance with
the regulations of the competent authorities. If there are remaining earnings,
distributable earnings are conducted together with the accumulated
undistributed earnings of the previous year in accordance with (2).

The Company operates in the electronic components industry and strives to
be in line with the overall environment and the characteristics of the industry.
The Company achieves its sustainability, pursues long-term interests of
shareholders, stabilizes business performance targets, while taking into
account the Company’s budget for future capital expenditures and the status
of capital needs. The Company’s dividend policy is to appropriate at least
10% of its earnings after tax, less legal reserve and special reserve, as
shareholder bonus, with cash dividends accounting for at least 10% of the
total dividends paid to shareholders. Earnings may not be distributed where
the Company’s net income for the year does not reach 15% of the paid-in
capital. The Company may distribute its accumulated undistributed earnings
from the previous year if there are no earnings for the year. Where the
shareholder bonus or legal reserve or capital reserve as mentioned above is
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paid in cash, the Board of Directors is authorized by approval of two-thirds of
the directors at a meeting attended by more than half of the directors, and
shall be reported at the shareholders’ meeting.

The dividends to be distributed as proposed at the shareholders’ meeting this year:

Under Article 31 of the Company’s Articles of Incorporation, the Board of Directors
is authorized to distribute all or part of the dividends or bonuses in cash, which shall
be reported at the shareholders’ meeting. Shareholder bonus was NTD311,309,780.
As recorded in the shareholders’ register on the ex-dividend date, NTD2 per share
was to be distributed in cash.

Explanation Shall be Given if There Were Projected Material Changes in Dividend
Policy

There was no material change in the Company’s dividend policy.

(V1) Effect upon business performance and earnings per share of any stock dividend
distribution proposed or adopted at the shareholders” meeting: Not applicable.

(V1) Remuneration to Employees and Directors

1.

The percentages or ranges of remuneration to employees and directors, as set forth in
the Company’s Articles of Incorporation:

If the Company has a profit in the year, it should first set aside no less than 3% as
remuneration to employees and no more than 3% as remuneration to directors.
However, earnings shall first be used to make up accumulated losses, if any.

The basis for estimating the amount of employee and director remuneration, for
calculating the number of shares to be distributed as employee remuneration, and the
accounting treatment of the discrepancy, if any, between the actual distributed
amount and the estimated figure, for the current period:

The basis for estimating the Company’s remuneration to employees and directors is
in compliance with the Company’s Articles of Incorporation. Changes in the amount
after the publication date of the annual consolidated financial report will be treated
as changes in accounting estimates and adjusted in the following year.

Distribution of remuneration approved by the Board of Directors:
Unit: NTD thousand

How it is
Item Amount Distributed
Remuneration to Employees 38,000 Cash
Remuneration to Directors 15,000 Cash

The actual distribution of employee and director remuneration for the previous 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 recognized employee and director remuneration, additionally the discrepancy,
cause, and how it is treated:

The actual distribution of remuneration to employees and directors for 2022 and
2021 was NTD34,000 thousand and NTD12,000 thousand, respectively. These
amounts were not different from the amounts recorded as expenses in the 2021
financial statements.

(IX) Repurchase of the Company’s shares: None.
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I1. Issuance of Corporate Bonds: None.

I11. Issuance of preferred shares: None.

IV. lIssuance of Global Depository Receipts: None.
V. Employee Share Subscription Warrants: None.
VI. New Restricted Employee Shares: None.

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

VIll.Implementation of the Capital Allocation Plan: None.
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Five. Overview of Operations

I.  Description of the Business

() Scope of Business

1.

2.

3.

The Company’s main business is as follows:

(1) Manufacturing, processing, trading, and domestic and foreign sales of a
variety of terminals.

(2) Manufacturing, processing, trading, and domestic and foreign sales of
plastic products associated with terminals.

(3) Manufacturing of mechanical and electrical circuits associated with
terminals.

(4) Manufacturing and processing of metal stamping and plastic molds
associated with terminals.

(5) CC01080 Electronics Components Manufacturing.

(6) CB805050 Industrial Plastic Products Manufacturing.

(7) CC01010 Manufacture of Power Generation, Transmission and Distribution
Machinery.

(8) CQ01010 Mold and Die Manufacturing.

(9) CCO01040 Lighting Equipment Manufacturing.

(10) CA01130 Copper Rolling, Drawing and Extruding.

(11) CP01010 Hand Tools Manufacturing.

(12) CA04010 Surface Treatments.

(13) CC01060 Wired Communication Mechanical Equipment Manufacturing.

(14) CC01070 Wireless Communication Mechanical Equipment Manufacturing.

(15) F219010 Retail Sale of Electronic Materials.

(16) F119010 Wholesale of Electronic Materials.

(17) C901010 Ceramic and Ceramic Products Manufacturing.

(18) CC01990 Other Electrical Engineering and Electronic Machinery
Equipment Manufacturing. (Power Socket).

(19) Import and export trading and distribution business of the above.

(20) Z2Z99999 All business items that are not prohibited or restricted by law,
except those that are subject to special approval.

Major products and weight of business in 2022:

Product Weight of Business
Connectors _and Wiring 88.91%
Devices
Others 11.09%
Total 100.00%

New products planned for development:
Please see p. 2 of this Annual Report.

(1) Industry Overview

1.

Current Status and Development of the Industry

(1) High Conductivity Connector
A terminal, mainly made of copper, is a metal component that connects
both ends of an electrical circuit. With its excellent corrosion and wear
resistance, conductivity, thermal conductivity, and ease of processing,
copper is widely used in many electronic and electrical industries.
Terminals are indispensable basic components when it comes to the
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transmission of electricity, power, and signals, and can be divided into the
following categories:
A. Terminals for Internet and 4G/5G Communication
B. Terminals for 10T Devices at Home
C. Terminals for Infrastructure Transmission and Power Distribution
Systems
D. Terminals for Public Transportation
E. Terminals for Industry 4.0 and Intelligent Automation
The Company’s information terminals are mainly applied in switched
power supply (SPS), uninterruptible power supply (UPS), scanners,
printers, and industrial motherboards. The primary function of terminals
is the transmission of signals, mostly used for wired and wireless
transmission and terminal equipment, such as base stations for
communication. Terminals for home appliances are primarily used for
video (e.g., TVs, VCRs, and their peripherals), audio (e.g., stereos and
their peripherals), and appliances related to food (e.g., refrigerators,
microwaves, ovens, dishwashers). Electrical terminals include the
transmission system and the transformer system (collectively called the
power distribution system), as well as terminals that connect to both ends
of a control system of various mechanical equipment for electrical
connection. The power distribution system is large electrical apparatus
that effectively delivers electricity of the power station to users. While
machinery and equipment are indispensable roles in the production
industry, power distribution panels, terminal boards, and various types of
power transmission equipment are the sources of the above machinery
and equipment. With the growth of the economy and technology, there is
an increasing demand for stability and safety in electrical equipment. Due
to this, terminals play a vital role in electrical products. Terminals are
widely used in transportation, such as aircraft, ships, and electricity for
various types of vehicles, signal transmission of dashboards, as well as
electrical and mechanical systems used in high speed rail and mass rail
transportation systems.

(2) Connectors for Electric Vehicles (EVs) and Conventional Vehicles and
Motorcycles
The main function of a connector is providing a separable interface that
connects two subsystems in an electronic or electrical system to smoothly
transmit electricity or signals. In-vehicle connectors can be divided:

A. Wire End to Wire End
B. Wire End to Board End
Connectors nowadays have advanced to waterproof and multipole
connectors. Consequently, the rise of renewable resources has made EVs
a key research and development direction for many vehicle
manufacturers, increasing the demand for EV control connectors and
charging connectors or charging guns.

(3) Wiring Devices
The main product for wiring devices is cable ties (zip ties), which are
widely used in the electrical, horticultural, agricultural, hardware,
automation, and chemical industries. The current form of cable ties is a
long and thin nylon strap with one squared fixed end. The ratchet
mechanism on the head of a cable tie makes the strap move forward but
cannot be pulled back, making them perfect for fixing cables, bundle
objects, or as temporary handcuffs.
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(4) Green Energy Connector

Thanks to the subsidies in the green energy industry by governments
around the world, coupled with the rising environmental and anti-nuclear
awareness amongst people, demand for green energy products such as
solar power and wind power has gradually increased. The Company’s
junctions boxes used for solar power provide connection between solar
modules and modules and connection between solar modules and
inverters. In addition, the Company’s electric terminal products are also
widely used in wind turbines, as transmission for power.

2. Links Between the Upstream, Midstream, and Downstream Segments of the
Industry
We are mainly engaged in the manufacturing of electrical connectors, vehicle
and motorcycle connectors, wiring devices, and green energy connectors.
Electrical terminals, connectors, and wiring devices are basic parts and
components for information, communications, home appliances, and electric
equipment. The primary upstream raw materials in the industry are copper and
plastic materials supplied by the copper and plastic industries. The terminal
product industry, covers information, communication, home appliances,
transportation, and basic electricity, and construction and electrical wiring
industries. The links of the industry are shown below:
(1) Electrical Connectors, Vehicle and Motorcycle Connectors, Green Energy
Connectors
Upstream Midstream Downstream Markets
Copper and Plastic Design and 1. Wiring Processing 1. Home Appliances
Material Suppliers Processing Manufacturers 2. Transportation Tools/EVs
Manufacturers 2. Manufacturers of 3. Information/Communication
of Connectors Information and Equipment
Communication 4. Electrical/Mechanical
Products, Equipment
Vehicles, 5. Solar/Wind Power
Electrical
Appliances, Home
Appliances, and
New Energy
Products
(2) Wiring Devices
Upstream Midstream Downstream Markets
Plastic Material Cable Tie (zip 1. Building  Wiring 1.  Wiring for Interior
Suppliers tie) Processing Contractors Design
Manufacturers 2. Manufacturers  of 2. Transportation Tools
Computer 3. Computer
Communication Communication
Products, Vehicles, Products
Electric  Products, 4. Electrical Products
and  Automation 5. Automation
Equipment Equipment, DIY
Hardware
(3) Charging Guns, Charging Stands
Upstream Midstream Downstream Markets
Copper and Plastic Manufacturers 1. Charging Station 1. Electric Motorcycles,
Material Suppliers of Wires and Operators Electric Mobility
Copper Bars 2. Charging System Scooters
Equipment 2.  Electric Vehicles,
Manufacturers Electric Vans
(OEM) 3. Electric Buses
3. OEM for EVs 4.  Private (community)
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Charging Stations
5. State-run (public)
Charging Stations

3.

Development Trends of Products in the Industry

(1) High Conductivity Connector
Products such as terminals and connectors are widely used. Although the
development of these products is not directly subject to the prosperity of a
single industry, their progress, however, is closely linked to the
advancement of technology and global economy. The Company’s terminal
products can be applied in the following industries:

A

Terminals for Internet and 4G/5G Communication

With the improvement of network speed and popularization of
mobile devices, many countries around the world have been striving
to build communication base stations. With the 5G mobile network
becoming more accessible, 4G base stations have gradually been
replaced by 5G base stations and this will continue to drive the
demand for terminals for these types of products.

Terminals for 10T Devices at Home

The Internet of Things (1oT) is regarded as the next generation of
innovation in the electrical industry around the world. The
development trend of 10T is to integrate digital communication
technology and audio-visual functions to develop new application
products from within. New types of home appliance products
stimulate consumer demand and drive the replacement trend that
further improves the usage of terminals. As conventional home
appliance products are more commonly used by the public, the
demand for replacement is stable, resulting in gradual growth in the
market for overall home appliance products.

Terminals for Power Distribution Systems

Power distribution systems play relatively important roles in the
electric utility industry, industrial electricity use, and people’s daily
lives. As there have been power shortages in Taiwan in recent years,
the government has been making an effort to promote clean
electricity systems such as solar power plants, off-shore wind power,
and gas-fired power generation. Coupled with the eight-year
USD2.25 trillion infrastructure plan for building or upgrading the
power system proposed by the Biden-I Harris Administration, this
will see an increase in demand for power generation, transmission
systems, and transformer systems, further driving growth in the
demand for related components. With the rebound of the global
economy and advancement of technology, power transmission
efficiency increases the demand for intelligent power grids, driving
a growth of electrical terminals in the market.

Terminals for Public Transportation

Terminals in public transportation can be applied in vehicles such as
aircraft, ships, railways, high speed railways, and subways for
power and signal transmission. While a majority of terminals are
mostly used in railways, high speed railways, and subways, the
growth in terminals for public transportation means depends on the
investment scale of each country’s infrastructure. The eight-year
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USD2.25 trillion infrastructure plan proposed by the Biden-I Harris
Administration  targets  transportation,  renewable  energy,
manufacturing sectors, as well as climate change. Due to this, future
high-current terminals used for public transportation means in the
U.S. is expected to increase significantly.

E. Terminals for Industry 4.0 and Intelligent Automation

In terms of process improvement and production efficiency
enhancement, automation equipment plays a considerably important
role. With factors such as product processes becoming more
complex, labor shortages and rising labor costs, many companies
have sped up their automation plans. The popular topic in recent
years - Industrial 4.0 - is a new trend that combines automation
equipment, smart control, and 1oT. In conclusion, control systems
for automation equipment will largely use electrical terminals, hence
the reason that this industry will continue to drive demand.

(2) Connectors for Electric Vehicles (EVs) and Conventional Vehicles and
Motorcycles
Since 2022, the trend has become clear that sales of electric vehicles is
increasing while the sales of traditional fuel vehicles is decreasing. Europe,
the U.S., and mainland China are the three largest electric vehicle markets
in the world. However, because the development background, promotion
policies, and deployment strategies of car dealers in the top three market
are different, the development of the markets varies as well. The sales
volume of all-electric vehicles in mainland China is the highest,
accounting for 60% of the world. The U.S. is the country with the second
largest vehicle market. The electrification level of the overall vehicle
market in the Europe is the highest, reaching 42%. Currently, electric
vehicles have become an important policy for promoting trends of zero
carbon emissions. Government of major countries and large enterprises
have taken the lead in response, successively making massive purchase of
electric vehicles. Also, auto-driving functions and personal automobile
software services bring additional attraction to customers, which has
urged more traditional car dealers, emerging car dealers, and large vendors
of consumer electronics to enter this industry that may grow with high
speed in the future. As an important component of a vehicle, the
connectors and chargers (charging station) for basic supply equipment are
bound to have a surge in demand.
(3) Wiring Devices

The uses of cable ties are extremely versatile and can be used in many
industries. The major development of cable ties can be divided into the
following:

A. General DIY, hardware, gardening, and consumer markets:
Cable ties for these industries are used by general consumers and
require a variety of packaging and aesthetic design. As the demand
and procurement amount are large for small-sized and lower-priced
products, the quality requirement for environmental resistance is
lower.

B. Professional and industrial wiring:
Cable ties used in electrical wiring, automobile, and motorcycle and
electric wiring factories or wiring for interior design must pass
safety certifications including UL, CSA, DNV, ABS, TUV, and GL.
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The quality standard for these types of cable ties is higher, with a
medium demand and medium to high price range.

C. Construction and decoration projects:
Cable ties used in decoration projects must meet safety regulations,
such as flame resistance and insulation standards. Sometimes there
are other attached requirements including color and shape.

(4) Green Energy Connector
There are many applications for solar power, such as ground-mounted
solar power panels, roof-mounted solar power panels, and
building-mounted solar power panels. With the support of the government,
the future of these solar power panels is promising. The Company's
development of special and economical solar power junction box products
is completed and has passed international certification, and is now
available in the market.

Given that the instability of the renewable energy supply remains high,
large-scale power outrages caused by grid failures or transmission and
distribution irregularities have occurred a number of times in recent years
in Taiwan. Incidents like these have given the “power storage industry” an
indispensable role in the entire green energy economy. The Company’s
BMC connectors are equipped with high anti-dust and water resistance,
and can be applied in power storage equipment, providing safe and stable
high current transmission.

4.  Competition of Products

(1) Electrical Connectors, Vehicle and Motorcycle Connectors, and Green

Energy Connectors

Conventional electrical connectors and terminals have been developed for
decades. With the advantage of low costs to set up factories in China,
India, and Southeast Asian countries, the markets in these countries have
become mature and relatively competitive. However, as the technology in
the connector industry around the world continues to advance, electronic
equipment that improves people’s lives is constantly being introduced.
Coupled with the fact that the 10T trend drives network infrastructure, data
collection, exchange equipment, and signal sensing devices, strong
demand for connector products is also prompted. Faced with fierce price
competition of electrical connectors, we will continue to invest in
automation production and testing processes in a bid to reduce costs and
increase production, while stabilizing quality. In terms of product R&D,
we strive for developing modularized products with high added value and
reliability that are easy to use. In addition, we will take a proactive
approach to enter emerging industries, including EVs, power storage
systems, and green energy. Consequently, we are committed to increasing
our competitiveness with our advantages in diverse products and fast
global delivery.

(2) Wiring Devices

Cable tie and wiring device markets are mature conventional industries.
The export value of Taiwan’s cable ties in recent years is approximately
NTD2 billion. This product is made mainly through plastic injection. As
the process is simple with a low entry level, there are many competitors in
the market. In addition, with the rise of emerging markets, the major
markets in Europe and the U.S. have switched to China, India, and South
Asian countries. Currently the main cable tie manufacturers include China
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VAST Ind., and Shanghai Xinlong; HELLERMANNTYTON, T&B, and
PANDUIT in Europe and the U.S.; and KSS, Hua Wei, and Yonyu in
Taiwan.

(111) An Overview of the Company’s Technologies and its Research and Development Work

1. R&D Expenses in the Most Recent Year and up to the Date of Publication of the
Annual Report

Year Amount (NTD)
2022 125,148
Up to May 10, 2023, the Publication Date 45,217

2. Technologies and/or Products Successfully Developed

(1)
)

3)
(4)
(5)
(6)
(7
(8)
(9)

High-current Charging Connectors (for EVs and power storage systems)
High-current Protection-type Connectors (for EVs and power storage
systems)

Dashboard waterproof-type connectors

Connectors for electronic fuel injection systems

Connectors for ABS brake systems in motorcycles

Cable ties for vehicles and motorcycles

Large plastic parts injection molds, (hot) stamping molds

Solenoid valve connectors

Motor connectors for EVs

(10) Charging guns and stands for charging points and EVs

(11) Motorcycle OBDs and ECU connectors

(12) Ultra-high current copper tube terminals (UL approved)

(13) Battery connector modules for EVs

(14) Nut-type terminals (for 5G base stations and solar power stations)

(V) Long-term and Short-term Business Development Plans

1. Long-term Plans:

1)
)
©)

Strengthen talent cultivation, enhance ability of basic research engineering
and development of high-end products.

Deploy in mainly targeted markets and emerging Markets, establish
marketing and sales service bases.

To expand business opportunities for connectors for green power, power
storage, UPS, and electric car charging and power swap systems.

2. Short-term Plans:

1)
)

©)

To upgrade the smart manufacturing management system and expand
automation equipment, increasing production efficiency.

To strengthen the design and case receiving capabilities of high-end
connector projects, and continue to improve the technology and quality
standards of KST products.

To further expand business in emerging markets including India and
Southeast Asia and cultivate customers in mature markets including
America and Japan in the meanwhile.
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Il.  Market and Production/Sales Overview
() Market Analysis
1. Sales Regions for Major Products

Year 2021 2022
Sales Sales Amount Percentage (%) Sales Amount Percentage (%)

Asia 2,281,887 47.61% 2,656,412 54.82%
Taiwan 1,614,332 33.69% 1,176,816 24.29%

The U.S. 514,208 10.73% 501,266 10.34%
Europe 378,700 7.90% 507,417 10.47%
Others 3,174 0.07% 3,604 0.08%

Net Sales 4,792,301 100.00% 4,845,515 100.00%

2. Market Share

(1)

Connector Products

According to statistics compiled by the Ministry of Economic Affairs and
the Company’s net sales of terminal products to the total domestic and
foreign sales, the market share of the Company's terminal products is
roughly estimated. The below is the Company's net sales of terminal
products, total domestic and foreign sales of terminal products, and the
market share for the most recent two years:

Unit: NTD thousand

Products of K.S. | Domestic Terminal | Rough Estimates in
TERMINALS INC. Products the Market
Year Total Domestic and
Net Sales (A) Foreign Sales (B) Percentage (A)/(B)
2021 2,681,275 9,640,526 27.81%
2022 2,383,516 8,985,165 26.53%

Source of Capital: A. K.S. TERMINALS INC.
B. Statistics Compiled by the Ministry of Economic Affairs

(2) Wiring Devices

Overseas market research institutions estimate that the global cable tie
market is worth nearly NTD41 billion. As the Company began to sell and
manufacture cable ties in 2008, its sales of cable ties remain low in the
global cable tie market, meaning there is plenty of room for the Company
to continue to expand the market in the future.

3.  Demand and Supply Conditions for the Market in the Future

(1)

Connectors

As our products are mainly exported to other countries, there is potential
for improvement in the domestic market. Due to this, we will strengthen
the expansion of our services provided to domestic cable tie processing
companies and large cable tie countries, as well as private companies such
as Chunghwa Telecom, Taiwan Power Company, Taiwan High Speed Rail,
Taiwan Railways, Delta Electronics, CMC, and Lite-On in terms of high
power, high voltage terminals or special connector products they require.
Moreover, we will continue to strive to expand markets in Southeast Asia,
the U.S., and Europe. Our EVConnector has been certified by the UL,
CQC, CNS, and TUV, and will continue to acquire certifications from
other countries.
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(2) Wiring Devices
The growth in industrial momentum in Europe and the U.S. has slowed
due to the post-pandemic economic recovery. With the rising demand in
the markets of China, India, Indonesia, and Thailand, and the stable
development in DIY and car and motorcycle markets, the overall cable tie
industry still has some growth momentum each year.

4. Competitive Niche, and the Advantageous and Disadvantageous Factors for
Future Development and Policies for Dealing With Them

(1) Competitive niches are explained in the following points:

A

Excellent R&D Capabilities

In light of rapid development of downstream industries, the
Company has been emphasizing the importance of the development
of new products. With over four decades of R&D experience, the
Company has developed many talented professional people and has
complete mold processing equipment. Up until now, we have
developed over 4,000 sets of molds.

Comprehensive Product Lines to Meet Different Requirements of
Customers

There are many types of terminals for diverse needs. The
specifications of the terminals and connectors provided by the
Company are relatively complete compared to other companies.
With full cooperation of the personnel of the Operations and R&D
Departments, we are able to quickly provide special products
requested by customers. In addition, we also keep a close eye on
market movements and launch new products in a timely fashion to
meet customer needs.

Automation Production Equipment and Warehousing System
Taiwan’s terminal industry has been developed for many years. With
fierce competition in the market, it is necessary for companies to
have advantages such as large production and low costs in order to
increase their competitive strength. We have been focusing on the
improvement and enhancement of production process technology
for many years. We have developed automated production
equipment to replace or assist manpower, while at the same time
reducing production costs and increasing quality. In addition, we
introduced an automated warehousing system in 1998 and 2020. In
doing so, not only have we saved manpower but we also further
improved the efficiency of warehousing operations and reduced
inventory loss.

Excellent Product Quality

We are strict when it comes to product quality. Aside from reducing
quality issues through automated equipment for production, we have
also set up a quality assurance laboratory to ensure the quality of
each product as zero defects is the Company's ultimate goal. We
acquired safety certifications such as UL, CUL, JIS, TUV, CSA ,and
CQC ahead of other manufacturers in the industry. We have also
been certified by 1S0O9001, IATF16949, 15014001, and
IECQ-QC080000.

Extensive Experience of the Management Team
The Company’s management team is strong, with senior managers
equipped with over ten years of extensive experience. The
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management team grasps market trends in a timely manner and
makes appropriate adjustments to operation strategies to create a
sustainable development niche for the Company. Moreover, the
turnover rate of the Company is low as employees have a high
centripetal force. Given this, while the employees are working with
stability, we can significantly reduce learning costs.

(2) Positive and Negative Factors for Future Development, and the Company’s
Response to Such Factors
A. Terminals and Connectors
a. Positive Factors

1.

At K.S. Terminals, we fully promote systemization,
standardization, and automation through integration and
transformation within the organization. We achieve the so
called “computer manufacturing integration system”
through integrating computers into the manufacturing
process in conjunction with the new automated
warehousing management and packaging system. In
doing so, the Company’s production efficiency is fully
enhanced and more flexible to quickly respond to the
needs of diverse orders with small quantity. We also
reinforce the use of technology tools including our
website, e-catalog, and online sales.

With respect to quality, we are committed to improving
quality yield and reliability. To strictly control product
processes, we have purchased a large number of
laboratory instruments and equipment, such as film
thickness laser, high power temperature rise tester, plug
and pull force precision testing machine, and compound
environmental testers. At present, most of our products
have been certified by UL, CUL and CSA. Our plants
have passed 1SO9001, ATF16949, 1S014001, and
IECQ-QC080000, forming a comprehensive quality
assurance system.

In recent years, we have been constantly expanding our
products, both in various types of terminals or
dimensional specifications. Products of the world’s
leading terminal manufacturers can be found in our
product line, such as U.S. and worldwide standards
including DIN Standards, and Japanese Industrial
Standards. Our product catalogs show a high level of our
expertise in the terminal industry.

The main material for the Company's terminals is copper
sourced in Taiwan. This way, not only are we able to
thoroughly control the speed of supply, the product
quality and wide range of specifications are also
complete.

b. Negative Factors
Low-priced terminals with medium and low quality still
account for the majority of the bottom of the pyramid. The
competition in the market has become fierce as labor costs are
low in regions such as China, Southeast Asia, Eastern Europe,
South America, and India. With terminals being highly

69



automated products, the level of automation should be
strengthened in the near future to strive for the improvement of
efficiency and reduction of costs. In doing so, the
competitiveness in the low-priced product market can be
increased.

Combining the above factors, with professional terminal
production experience accumulated by the Company for over
four decades, coupled with excellent quality and reputation, we
are highly recognized and trusted in the global terminal industry.
Now we are taking a proactive approach: new corporate identity,
evolved computer manufacturing integration system, more
complete product range, and more flexible and fast engineering
and sales service capabilities. These will help the Company
improve its international image and competitiveness moving
towards the goal of “world-class professional manufacturer for
terminals and connectors”.

B. Wiring Devices
a. Positive Factors

1. 100% of plastic pellets used are from international major
manufacturers for stable and reliable quality.

2. We have professional and specialized teams for plastic
mold design and manufacturing technology.

3. We fully use and integrate the existing terminal channels
so that we can immediately push into the sales market of
cable ties.

4. The new (high-end) cable tie products and extensive
range of terminal products are sold together.

5. The demand is growing in DIY markets and emerging
countries.

b. Negative Factors

1. The threshold of entry for low-end cable ties is low.

2. At present, major cable tie manufacturers have already
dominated the market, making it difficult for new
competitors to enter.

3. Labor costs are lower for competitors in China, leading to
price-cutting competition in channels.

4. We have not yet achieved economic production scale;
hence we are unable to reduce raw material procurement
Costs.

(I Key Purpose and Production Process of Main Products
1. Important Use of Products

(1) Terminals and Connectors
Terminals and connectors are mainly used in various information and
communication devices, tools, home appliances, electrical and mechanical
equipment, and transportation industries in Taiwan and countries across
the world.
(2) Wiring Devices

Cable ties, also called zip ties, are a type of wiring equipment used for
wire-fixing. The current form of cable tie is generally a long and thin
nylon strap with one squared fixed end. The ratchet mechanism on the
head of a cable tie makes the strap move forward but cannot be pulled
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2.

back, making them perfect for fixing cables, or as temporary handcuffs.
They are widely used in the electrical, horticultural, agricultural, hardware,
and automotive industries.

Production Process of Major Products

(1) Terminals and Connectors
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3) Charging Guns, Charging Stands
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(111) Supply Status of Main Materials

The main raw material needed for manufacturing the Company’s products is copper sheets.
The Company’s basis for estimates is historical unit prices of inventories, long-term trends in
international copper prices, and supply contracts entered into with suppliers.

We have an ongoing long-term collaborative relationship with suppliers in Taiwan and there

A
Bune|donos|3

are no expected concerns with supply.

(IV) A list of any suppliers and customers accounting for 10% or more of the Company's
total procurement (sales) amount in either of the most recent two years:

1. Information on major customers: None.

Descript

The Company’s sales channels are mainly through domestic and overseas importers or

ion:

1591 A|quiassy

wawdiys
10} Buibexoed

indirect exporters. The overall sales to major customers is highly stable and dispersed,
and there are no concerns of concentration of sales.

2. Information on major suppliers:

Unit: NTD thousand

2021 2022 2023 up to the First Quarter
Asa
Asa Asa Percentage |Relatio
Item Percentage to _Relagionsh Percentage to Rela_tionship to Net Sales nship
Name Amount | Annual Net [ip With the] Name Amount | Annual Net | With the Name Amount | for the Year | With
Procurement |  Issuer Procurement Issuer Ended the the
(%) (%) Previous | lIssuer
Quarter (%)
1 B0150 877,834 39.98% None B0150 411,732 14.50% None B0150 93,551 13.99% None
2 B0001 397,064 18.08% None
Others 920,676 41.94% Others | 2,427,194 85.50% Others | 575,222 86.01%
Net Sales | 2,195,574 [ 100.00% Net Sales | 2,838,926 [ 100.00% Net Sales | 668,773 | 100.00%

Description:
As shown in the above table, there is no significant change in the suppliers

accounting for 10% or more of the Company's total procurement in the most
recent two years. The copper sheet suppliers for the Company's major product -
copper - are B0001 and B0150. As the Company adheres to the principle of
disperse procurement and buys important raw materials from two or more
suppliers, there are no risks of concentrated procurement.
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(V) Production Volume and Value in the Most Recent Two Years

Unit: NTD thousand/thousand pcs

Year

Production

\Volume and 2021 2022

Value

Major Production | Production | Production | Production | Production | Production
Products Capability \olume Value Capability \olume Value
Terminals 9,297,023| 7,437,619| 8,165,495| 9,490,637| 4,745,318| 7,506,333
Others 32,538 29,284 388,268 29,848 14,924 89,430
Total 9,329,561| 7,466,903| 8,553,763| 9,520,485| 4,760,242| 7,595,763

(V1) Sale Volume and Value in the Most Recent Two Years

Unit: NTD thousand/thousand pcs

Year 2021 2022

Sale

\olume Domestic Sales Exports Domestic Sales Exports

and Value

Major Sales Sales Sales Sales Sales Sales Sales Sales
Products | Volume | Value | Volume | Value | Volume | Value | Volume | Value
Terminals| 993,808|1,403,437|3,280,419|2,964,676| 608,180|1,022,902|2,738,738| 3,285,386
Others 8,615 234,476| 22,161| 189,712 17,450 153,914 76,481 383,313
Total 1,002,423|1,637,913| 3,302,580| 3,154,388| 625,630(1,176,816|2,815,219|3,668,699

Employee statistics for the most recent two years up to the Annual Report publication

date:
Year | December | December 31, | Up to April
Item 31, 2021 2022 30, 2023

Number of Direct Personnel 548 576 602
Employees Indirect Personnel 474 457 472
Total 1,022 1,033 1,074
Average Age 38.66 39.12 39.09
Average Years of Service 8.99 9.11 8.97
Doctoral Degree 0.00% 0.00% 0.09%
Academic Master’s Decree 1.96% 2.13% 1.96%
Degree College Degree 44.91% 51.40% 50.09%
Distribution Senior High School 32.39% 29.24% 29.33%
Below Senior High School 20.74% 17.23% 18.53%

IV. Information on Environmental Protection Expenditure

() As the Company is a professional terminal manufacturer, its process generates
wastewater (sewage) and waste. Generated wastewater (sewage) is treated by the
treatment plant in Changhua Binhai Industrial Zone, while waste is removed by a
qualified entity. The declaration and treatment operations are handled in accordance
with environmental protection laws and regulations.

1.

Sewage Discharge Permit: Business wastewater (sewage) discharge at Changhua
Binhai Industrial Zone is handled by the wastewater treatment plant of the
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Changhua Binhai Industrial Zone. We have applied for a wastewater discharge
permit from Changhua Binhai Industrial Zone.

Pollution Prevention Payment: We pay a sewage system treatment fee to the
management center of the Changhua Binhai Industrial Zone according to the
established rates.

In terms of the manufacturing process of electroplating, aside from entrusting
entities equipped with wastewater treatment equipment and a wastewater
discharge permit issued by the Environmental Protection Agency, we have also
set up a “metal surface treatment plant” in the Electroplating Zone, Changhua
Binhai Industrial Zone. The operations of the plant are in compliance with
environmental laws and regulations.

(I Breakdown of Preventive Equipment Against Pollution
December 31, 2022; Unit: NTD thousand

Name of .. | Year When it | Investment | Undiscounted . .
Equipment Quantity Was Acquired Cost Balance Uses and Expected Possible Benefits
\Wastewater Effectively reduce the concentration of raw
. 1 2000 848 0 |wastewater and improve the quality of effluent,
Equipment L . -
achieving the national effluent criteria.
Dust Collector 1 2009 130 0 Red_uce the dust in the air in the operating
environment, keeping the workers healthy.
Reduce the dust in the air in the operating
Dust Collector 1 2010 168 0 environment, keeping the workers healthy.
Wastewater Effectively reduce the concentration of raw
. 1 2012 150 0 |wastewater and improve the quality of effluent,
Equipment L . -
achieving the national effluent criteria.
. . Effectively reduce the concertation of emitted
Air Pollution . : . .
. 1 2014 1,333 0 |gases and improve the quality of air, achieving
Equipment . - . 2 e
the national air pollution emission criteria.
\'I{Yzzttmztte r Effectively reduce the concentration of raw
1 2016 1,240 486 |wastewater and improve the quality of effluent,
Improvement L . -
. achieving the national effluent criteria.
Project
Dewatering
Machine and
é;:;)\gafd Effectively reduce the concentration of raw
. 1 2017 1,880 0 |wastewater and improve the quality of effluent,
Adsorption L . )
achieving the national effluent criteria.
Tower
Replacement
Project
gzzttem\l\;tf ' Effectively reduce the concentration of raw
1 2019 886 221 |wastewater and improve the quality of effluent,
Improvement L . -
. achieving the national effluent criteria.
Project
yr\ﬁzzttm?f ' Effectively reduce the concentration of raw
| 1 2021 1,286 1,195 |wastewater and improve the quality of effluent,
mprovement S - -
. achieving the national effluent criteria.
Project
Reduce air pollution generated from operation,
Exhaust Gas 1 2022 870 798 keeping workers healthy and meeting the

Equipment

requirements of environmental

regulations.

protection
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Name of .| Year When it | Investment | Undiscounted . .
Equipment Quantity Was Acquired Cost Balance Uses and Expected Possible Benefits
\T/\:Zsattem"\gintfr Effectively reduce the concentration of raw
1 2022 4,171 4,032 |wastewater and improve the quality of effluent,
Improvement L . -
Project achieving the national effluent criteria.

(111) Describe the process undertaken by the Company on environmental pollution

improvement for the most recent year and up to the publication date of the Annual
Report. If there was any pollution dispute, its handling process shall also be described:
None.

(IV) During the most recent year up to the date of publication of the Annual Report, the

)

losses caused by environmental pollution and total amount of penalties. The future
countermeasures shall also be disclosed: Pollution control equipment has been set up
in accordance with the regulations for waste gas, wastewater, sludge, and other
business waste. This is handled, sampled, and monitored in accordance with the law.
We also entrust a legal waste disposal entity to recycle the waste generated. Moreover,
the transportation process has not caused any significant adverse impact on the
environment. The Company did not suffer any losses or was fined due to
environmental pollution in the most recent three years.

Explain the current condition of pollution and the impact of its improvement to the
profits, competitive position, and capital expenditures of the Company, as well as the
projected major environment-related capital expenses to be made for the coming three
years: None.

(V1) Health and Safety: The Company provides education and safety education to new

employees so that they are aware of their operating environment and process safety
regulations. We also organize regular fire evacuation drills so that employees are aware
of the use of firefighting equipment as well as the evacuation routes. We have set up a
medical office equipped with a full-time nurse. Each month, we arrange a physician at
the factory to proactively improve the working environment and promote workplace
health. We have formulated the “Labor Safety and Health Guidelines”, “Environmental
Health and Safety Committee Regulations”, Environmental Policy, and Environmental
Safety Health Handbook, showing that the Company attaches great importance to
social responsibilities of environmental protection and workplace health and safety.

(V1) In response to the RoHS Directive:

1. Management measures in response to ROHS:

In 2007, the IECQ-QC080000: 2005 Green Product Management system was
complete and began to carry out green product management activities.

2.  The Company’s RoHS Compliance: The Company began to introduce RoHS
process and management (by purchasing additional XRF heavy metal detectors
internally and conducting 1QC sampling checks, while continuing to regularly
entrust third-parties to perform product inspections) in 2005. Up to the
publication date of the Annual Report, the product inspection results were in
compliance with the RoHS requirements.

V. Labor Relations

(1

Implementation of Employee Welfare Measures, Further Education, and Training: As
required by law, our employees are covered by labor insurance and health insurance.
Additionally, we take out group medical insurance, life insurance, and accident
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insurance for each employee. In addition, an Employee Welfare Committee has been
set up to handle employee benefits and club activities. Each year, the Company also
allocates a certain amount of budget to organize training courses for employees’
professional skills and supervisors’ management ability.

(I Retirement System and its Implementation:

We make a monthly contribution to the retirement fund in accordance with the
clauses stipulated in the Labor Pension Act, so that employees can serve the
Company with peace of mind.

(111) Agreements Between Employers and Employees and Various Measures for Protecting
the Interests of Employees: The Company has always valued employee welfare and a
harmonious relationship between employees and employer. Additionally, we also have
a humane management system and an efficient complaint channels in place. In terms
of leave, as set forth by the Labor Standards Act, in addition to special leave,
employees may also apply for sick leave, personal leave, menstrual leave, family care
leave, maternity leave, paternity leave, and baby care leave as needed. Furthermore,
the Articles of Incorporation also stipulate the ratio of employee bonus to jointly share
the Company's profit. In terms of other benefits, the Company contributes to the
welfare fund as required by law. Consequently, an Employee Welfare Committee has
been formed by representatives from both the employer and employees, committed to
providing welfare measures that are more diverse.

(IV) Losses incurred due to labor-management disputes in the most recent year and as of
the publication date of this Annual Report: None.

VI. Cyber Security Management
With respect to cyber security risks, we have built a network and computer security
protection control mechanism. Each year, we allocate a budget to upgrade hardware and
software of the information protection system. We also engage a professional third-party
entity to perform a cyber security health diagnosis. By doing so, we are able to continue to
maintain the most up-to-date and effective information protection. The protection scope
includes the information system hosts, indternal networks, and connection devices of users.
Through mechanisms such as active filtering and blocking, identity security verification,
privilege hierarchy management, constant program monitoring, periodic mandatary
password changes, and regular copying to the backup database, the Company strives to
minimize the possibility of risks from computer virus infections and external malicious
attacks on the information system.
VII. Important Contracts
Nature of Related Party Start and End Dates of Main Contents Restricted
Contract Contract Terms
Procurement . . Raw Material As set forth in
Contract Minchali Order-type Contract Procurement the contract.
Procurement |_. Raw Material As set forth in
Contract First Copper Order-type Contract Procurement the contract.
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Six. Financial Status
I.  Condensed Balance Sheet and Statement of Comprehensive Income for the Most Recent
Five Years

() Condensed Balance Sheet and Statement of Comprehensive Income — Consolidated
Financial Report

1. Condensed Balance Sheets - Consolidated
Unit: NTD thousand

Financial Information for the Most Recent Five Years Financial
Year Information for
the Current Year
ltem 2018 2019 2020 2021 2022 | upto March 31,
2023
Current Assets 4,735,879 | 4,846,344 | 5,136,777 | 6,473,294 | 6,154,380 6,155,143
Property, plants and 1,140,941 | 1,169,505 | 1,179,716 | 1,284,172 | 1,364,670 1,449,648
equipment
Intangible Assets 6,552 12,585 8,349 8,708 10,668 9,515
Other Assets 445878 | 456,400 | 589,189 | 550,949 | 485,149 493,653
Total Assets 6,329,250 | 6,484,834 | 6,914,031 | 8,326,123 | 8,014,867 8,107,959
Before | ) 950,048 | 1,401,399 | 1,561,055 | 2,155,370 | 1,214,342 1,471,772
Current Distribution
liabilities After 1,525,652 Not yet
Distribution | 1405708 | 1557,054 | 1,747,840 | 2,466,680 ool | Distiibated
Non-current Liabilities 521,008 | 510,401 | 481,792 | 660,294 | 710,185 706,023
Digrei];our'ﬁon 1,771,956 | 1,911,800 | 2,042,847 | 2,815,664 | 1,924,527 2,177,795
Total Liabilities After 5 935 837 Not yet
Distribution | 1927611 | 2,067,455 | 2,229,632 | 3,126,974 ool | Distiibated
Equity Attributable to Owners | 5o (15 | 4537120 | 4,833,735 | 5.472,099 | 6,045,939 5,883,759
of the Parent Company
Capital Stock 1,556,549 | 1,556,549 | 1,556,549 | 1,556,549 | 1,556,549 1,556,549
Capital Surplus 385,287 | 260,763 | 182,936 73,977 27,281 27,281
_ Before |, a00.618 | 3,067,076 | 3,350,276 | 4,047,444 | 4,576,959 4,398,529
Retained Distribution
Earnings After 4,265,649 Not yet
Distribution | 2:644:963 | 2,911,421 | 3,272,450 | 3,782,831 Mool | Distiibated
Other Equity (214,442) | (347,268) | (256,026) | (205,871) | (114,850) (98,600)
Treasury Stocks 0 0 0 0 0 0
Non-controlling Interests 29,282 35,914 37,449 38,360 44,401 46,405
Before | 557294 | 4,573,034 | 4,871,184 | 5510459 | 6,090,340 5,930,164
Total Equity Distribution
After 5,779,030 Not yet
Distribution | 4401639 | 4417,379 | 4,684,399 | 5,199,149 Notol | Distiibated

Note 1: This amount was resolved at the Board meeting held on March 16, 2023.
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2. Condensed Statement of Comprehensive Income - Consolidated
Unit: NTD thousand

Year

Financial Information for the Most Recent Five Years (Note 1)

Financial
Information for
the Current

2018 2019 2020 2021 2022 Year up to

March 31, 2023

Item

Operating income 3,634,677 | 3,502,493 | 3,382,931 | 4,792,301 | 4,845,515 1,058,271

Operating Gross Profit 1,175,436 | 1,109,173 | 1,074,123 | 1,700,465 | 1,605,194 335,487

Operating Profit or Loss 655,758 578,079 595,815 | 1,121,005 983,395 192,221

Non-operating Reventie 88,934 1408 | (121,723) | (28,719)| 268,675 1,929

and Expenses

Net Profit Before Tax 744,692 579,487 474,092 1,092,286 | 1,252,070 194,150

Net Profit of Continuing 485416 | 428887 | 366,958 | 783,614 | 901,893 134,722

Operations for the Period

Loss 01_‘ Discontinued 0 0 0 0 0 0

Operations

Net Income (loss) in the 485416 | 428,887 | 366,958 | 783,614 | 901,893 134,722

Current Period

Other Comprehensive

Income (loss) in the

Current Period (191,797) (132,968) 88,722 45,736 (7,008) 16,412

(After-tax Amount)

Total Comprehensive

Income in the Current 293,619 295,919 455,680 829,350 894,885 151,134

Period

Net Profit Attributable to

Shareholders of the 478,912 422,113 361,027 774,996 895,386 132,880

Parent Company

Net profit attributable to 6,504 6,774 5,931 8,618 6,507 1,842

non-controlling interests

Comprehensive income

attributable to 286,142 | 289287 | 452,269 | 825151 | 885,150 149,130

shareholders of the

parent company

Comprehensive income

attributable to 1,477 6,632 3,411 4,199 9,735 2,004

non-controlling interests

Earnings per Share 3.08 2.71 2.32 4,98 5.75 0.85

Note: 1.

Earnings per share is calculated based on the weighted average number of shares of common

stock outstanding. The increase in the number of shares resulting from transferring of
earnings or capital surplus to capital is calculated by retroactive adjustment.
2. The above financial information of condensed balance sheet and statement of comprehensive
income for Q1 2023 was reviewed by CPAs.
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(I1) Condensed Balance Sheet and Statement of Comprehensive Income — Parent Company
Only Financial Report

1. Condensed Balance Sheets - Parent Company Only

Unit: NTD thousand

Year Financial Information for the Most Recent Five Years
item 2018 2019 2020 2021 2022
Current Assets 2,977,571 2,987,205 3,399,941 4345147 | 4,152,792
Property, plants and 882,034 898,904 940,323 1,058,611 | 1,130,882
equipment

Intangible Assets 4,363 8,968 6,258 7,867 9,250
Other Assets 2,330,925 2,423,436 2,358,699 2,612,331 | 2,540,633
Total Assets 6,194,893 6,318,513 6,705,221 8,023,956 | 7,833,557
Before 1,144,973 1,271,333 1,390,300 1,895,319 | 1,080,062

Current Distribution
liabilities _After 1,300,628 1,426,988 1,577,085 2206620 | 1891372
Distribution Note 1
Non-current Liabilities 521,908 510,060 481,186 656,538 707,556
Before 1,666,381 1,781,393 1,871,486 2,551,857 | 1,787,618

Total Distribution
Liabilities _After 1,822,536 1,937,048 2,058,271 2863167 | 2098928
Distribution Note 1
Capital Stock 1,556,549 1,556,549 1,556,549 1,556,549 | 1,556,549
Capital Surplus 385,287 260,763 182,936 73,977 27,281
. Before 2,800,618 3,067,076 3,350,276 4,047,444 | 4,576,959

Retained Distribution
Earnings _After 2,644,963 2,911,421 3,272,450 3782831 | H205.649
Distribution Note 1
Other Equity (214,442) (347,268) (256,026) (205,871) (114,850)
Treasury Stocks 0 0 0 0 0
Before 4,528,012 4,537,120 4,833,735 5,472,099 | 6,045,939

Total Equity Distribution
_After 4,372,357 4,381,465 4,646,950 5160789 | 2734629
Distribution Note 1

Note 1: This amount was resolved at the Board meeting held on March 16, 2023.
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2. Condensed Statement of Comprehensive Income - Parent Company Only
Unit: NTD thousand

Year Financial Information for the Most Recent Five Years (Note 1)
Item 2018 2019 2020 2021 2022
Operating income 2,697,376 2,659,126 2,511,246 3,377,958 3,155,889
Operating Gross Profit 778,846 717,639 661,673 | 1,106,325 987,978
Operating Profitor 430507 | 361622| 334866| 713,635| 563,501
Non-operating Revenue | 559 o50 | 149 585 65061 |  263,005| 546353
and Expenses
Net Profit Before Tax 681,557 511,207 399,927 976,640 | 1,109,944
Net Profit of
Continuing Operations 478,912 422,113 361,027 774,996 895,386
for the Period
Loss of Discontinued
Operations ] i i i i
Net Income (loss) in 478912 | 422113 |  361,027| 774996 | 895,386
the Current Period
Other Comprehensive
Income (loss) in the
Current Period (192,770) (132,826) 91,242 50,155 (10,236)
(After-tax Amount)
Total Comprehensive
Income in the Current 286,142 289,287 452,269 825,151 885,150
Period
Earnings per Share 3.08 2.71 2.32 4,98 5.75

Note: 1. Earnings per share is calculated based on the weighted average number of shares of common
stock outstanding. The increase in the number of shares resulting from transferring of earnings or
capital surplus to capital is calculated by retroactive adjustment.

(111) Names of CPAs and audit opinions for the most recent five years

Year Name of CPA Audit opinions

2018 Huang Tzu-Ping, Tu Ching-Yuan of EY Taiwan Unqualified opinion
2019 Huang Tzu-Ping, Tu Ching-Yuan of EY Taiwan Unqualified opinion
2020 Tu Ching-Yuan, Huang Yu-Ting of EY Taiwan Unqualified opinion
2021 Tu Ching-Yuan, Huang Yu-Ting of EY Taiwan Unqualified opinion
2022 Chen Ming-Hung, Huang Yu-Ting of EY Taiwan Unqualified opinion
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I1.  Financial analysis for the most recent five years:

() Financial Analysis

Year

Financial analysis for the most recent five years

Current year up to

Analysis Item (Note) 2018 2019 2020 2021 2022 March 31, 2023
. . Debt to assets ratio (%) 28.00 29.48 29.55 33.82 24.01 26.86
Financial -
structure Long-term capital to
(%) property real estate, plant 445,18 434.67 453.75 480.52 498.32 457.78
and equipment ratio (%)
Current ratio (%) 378.86 345.82 329.06 300.33 506.81 418.21
Solvency Quick ratio (%) 274.06 253.87 246.25 192.55 357.80 309.27
0 - -
(6) :;E‘oes Interest earned 6,866.85 | 5013.82 | 4,262.35| 957178 | 9,600.49 6,033.68
Receivables turnover rate 5.01 5.06 4.85 5.31 4.75 4.54
(times)
Average collection days 72.85 72.13 75.25 68.73 76.84 80.40
Inventory turnover rate 2.05 1.91 1.85 1.76 1.60 1.74
(times)
Management Z?ﬁt;')es turnover rate 22.94 24.22 23.65 18.82 19.19 23.80
Capacity  "a\erage days in sales 17804 | 191.09 | 19729| 20738 | 22812 209.84
Property, plants and
equipment turnover rate 3.13 3.03 2.88 3.89 3.65 3.01
(times)
Total assets tumover rate 0.57 0.55 0.50 0.63 0.59 0.53
(times)
Return on Assets (%) 7.94 6.84 5.61 10.40 11.16 6.81
Return on equity (%) 10.69 9.39 7.77 15.10 15.54 8.97
Net income before tax to
Profitability | paid-in capital ratio (%) 47.84 37.23 30.46 70.17 80.43 49.89
(Note7)
Net Profit Margin (%) 13.73 12.25 10.85 16.35 18.61 12.73
Earnings per share (NTD) 3.08 2.71 2.32 4.98 5.75 0.85
Cash flow ratio (%) 20.53 55.73 29.43 2.69 112.55 26.06
Cash flow adequacy ratio 130.81 | 151.87 | 14176 73.83 96.52 120.92
Cash Flow | (%)
(CO/";‘Sh reinvestment ratio (0.38) 7.96 462 |  (L74) 12.44 4.60
Leverage Operating leverage 2.26 2.44 2.30 1.84 1.99 2.83
9 Financial leverage 1.02 1.02 1.02 1.01 1.01 1.02

The main reason for changes in financial ratios in 2022 compared to 2021: (If the change in increase/decrease is less than 20%,

an analysis may be exempted.)

1. Financial structure: Debt to asset ratio decreased by 29%, mainly due to the repayment of short-term borrowing.

2. Solvency: Current ratio and quick ratio increased by 68.75% and 85.82%, respectively, mainly due to a decrease in
inventory and short-term borrowing.

3. Cash flow: Cash flow ratio, cash flow adequacy ratio, and cash reinvestment ratio increased by 4084.26%, 30.74%, and
815.07%, respectively, mainly due to a decrease in inventory and an increase in net cash inflow from operating activities,
resulting from the destocking strategy to lower the inventory pressure.

*The above financial analysis for Q1 2023 was reviewed by CPAs.
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(I Financial Analysis - Parent Company Only Financial Report

Year Financial analysis for the most recent five years
Analysis Item (Note) 2018 2019 2020 2021 2022
Debt to assets ratio (%) 26.91 28.19 27.91 31.80 22.82
Financial Long-term capital to property
structure (%) | real estate, plant and equipment 572.53 561.48 565.22 578.93 597.19
ratio (%)
Solvency Current rgtio (%) 260.06 234.97 244.55 229.26 384.50
(%) Quick ratio (%) 178.54 166.24 180.20 146.75 272.61
Times interest earned ratio 6,337.37 4,452.18 3,632.30 8,635.57 8,572.85
Receivables turnover rate
(times) 5.97 6.26 6.36 6.79 6.05
Average collection days 61.14 58.31 57.39 53.76 60.33
Inventory turnover rate (times) 2.40 2.22 2.17 191 1.61
Management | Payables turnover rate (times) 26.18 29.98 30.43 26.10 22.68
capacity Average days in sales 152.08 164.41 168.20 191.10 226.71
Property, plant§ and equipment 313 299 273 338 288
turnover rate (times)
Tc_JtaI assets turnover rate 0.44 0.43 0.39 0.46 0.40
(times)
Return on Assets (%) 8.00 6.90 5.68 10.65 11.43
Return on equity (%) 10.61 9.31 7.71 15.04 15.55
Net income before tax to
Profitability | paid-in capital ratio (%) 43.79 32.84 25.69 62.74 71.31
(Note7)
Net Profit Margin (%) 17.75 15.87 14.38 22.94 28.37
Earnings per share (NTD) 3.08 2.71 2.71 4.98 5.75
Cash flow ratio (%) 28.34 39.23 20.51 2.59 96.96
Cash Flow | Cash flow adequacy ratio (%) 124.23 137.14 122.79 70.66 84.96
Cash reinvestment ratio (%) 0.75 3.65 2.45 (1.95) 9.10
Leverage Operating leverage 2.45 2.76 243 2.04 2.35
Financial leverage 1.03 1.03 1.03 1.02 1.02

The main reason for changes in financial ratios in 2022 compared to 2021: (If the change in increase/decrease is

less than 20%, an analysis may be exempted.)

1. Financial structure: Debt to asset ratio decreased by 28.24%, mainly due to the repayment of short-term
borrowing.

2. Solvency: Current ratio and quick ratio increased by 67.71% and 85.76%, respectively, which was mainly due
to a decrease in inventory and short-term borrowing.

3. Profitability: Net profit margin increased by 23.67%, mainly due to an increase in current exchange gains
arising from the significant appreciation of the U.S. dollars.

4. Cash flow: Cash flow ratio, cash flow adequacy ratio, and cash reinvestment ratio increased by 3,643.63%,
20.24%, and 566.67%, respectively, mainly due to a decrease in inventory and an increase in net cash inflow
from operating activities, resulting from the destocking strategy to lower the inventory pressure.

Note 1: The formula for the analysis is as follows:
1. Financial structure
(1) Debt to total assets ratio = Total debt / Total assets.
(2) Ratio of long-term capital to property, plant & equipment = (Total equity +
Non-current liabilities) / Net worth of property, plants and equipment.
2. Solvency
(1) Current ratio = current assets / current liabilities.
(2) Quick ratio = (current assets - inventory - prepayment) / current liabilities.
(3) Times interest earned ratio = net profit before income tax and interest expenses /
interest expenses for the current period.
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3.

Management capacity

(1) Receivables (including accounts receivable and notes receivable from operations)
turnover rate = net sales / average of receivables (including accounts receivable
and notes receivable from operations) balance.

(2) Average collection days = 365 / receivables turnover rate.

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

(4) Payables (including account payable and notes payable from operation) turnover
rate = cost of sales / average of payables (including accounts payable and notes
payable from operations) balance.

(5) Average days in sales = 365 / inventory turnover rate.

(6) Property, plants and equipment turnover rate = net sales / average net worth of
property, plants and equipment.

(7) Total assets turnover rate = net sales / average total assets.

Profitability

(1) Return on assets = [profit or loss after tax + interest expenses x (1 - tax rate)] /
average total assets.

(2) Return on equity = profit or loss after tax / average total equity.

(3) Net profit margin = profit or loss after tax / net sales.

(4) Earnings per share = (profit and loss attributable to owners of the parent company
- dividends from preferred shares) / weighted average number of outstanding
shares. (Note 2)

Cash Flow

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

(2) Net cash flow adequacy ratio = net cash flow from operating activities in the most
recent five years / (capital expenditure + increase in inventories + cash dividends)
in the most recent five years.

(3) Cash reinvestment ratio = (net cash flow from operating activities - cash
dividends) / (gross of property, plants and equipment + long-term investment +
other non-current assets + operating funds). (Note 3)

Leverage:

(1) Operating leverage = (Net operating income — Variable cost) / Income from
operations (Note 4).

(2) Financial leverage = Operating profit/ (operating profit — interest expenses).

Note 2: For the formula for calculating the above earnings per share, the following items shall
be focused on when measuring:

1.

The basis shall be based on the weighted average number of common shares instead
of shares issued at the end of the year.

For those who have cash capital increase or treasury stock trading, the weighted
average number of shares should be calculated during the period of circulation.
Where there is a capital increase from surplus or a capital increase from capital
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reserves, when calculating the earnings per share for previous years and half-years,
retrospective adjustments shall be made in accordance with the capital increase ratio,
regardless of the period of the issuance of the capital increase.

If the preferred stocks are non-convertible cumulative preferred stocks, the dividends
for the current year (regardless of whether they are paid) shall be deducted from the
net profit after tax or increase the net loss after tax. If the preferred stocks are
non-cumulative and there is net profit after tax, the dividends of the preferred stocks
shall be deducted from the net profit after tax. If there is loss, no adjustment is
necessary.

Note 3: While measuring the cash flow analysis, the following items shall be paid attention to:

1.

The net cash flow from operating activities was recognized in operating activities in
the separate statement of cash flow.

Capital expenditures refer to the annual cash outflows from capital investments.

The increase in inventories is only included when the closing balance is greater than
the opening balance. If the inventory decreases at the end of the year, it will be
calculated as zero.

Cash dividends includes the cash dividends of common stocks and preferred stocks.
Gross of real property, plants and equipment refer to the total amount of real property,
plants and equipment before the deduction of accumulated depreciation.

Note 4: The issuer shall classify various operating costs and operating expenses as fixed and
variable according to their nature. If estimates or subjective judgments are involved,
attention shall be paid to their reasonableness and consistency.

Note 5: If the Company's shares are on par or not in the denomination of NTD10, the calculation
of the ratio of the paid in capital shall be calculated based on the equity ratio of the
balance sheet attributable to the owners of the parent company.
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[11. Supervisors’ or Audit Committee’s Audit Report for the Most Recent Year

K.S. TERMINALS INC.
Audit Committee’s Review Report

The Board of Directors has submitted the Company’s 2022 financial statements, the
proposal for earning distribution, and Business Report. Of these, the financial statements have
been audited by the CPAs of EY Taiwan, with an audit report has been issued. The
above-mentioned Business Report, financial statements, and proposal for earnings distribution
have been reviewed by the Audit Committee and found to be in compliance with the provisions
of Article 14-4 of the Securities and Exchange Act and Article 219 of the Company Act, with a
report issued for review.

Submitted To

The Company’s 2023 Annual General Shareholders’ Meeting

K.S. TERMINALS INC.

Convener of the Audit Committee: Lai Jui-Hua

March 16, 2023
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IV. Financial report for the most recent year: Please refer to p.98-176

V. Company’s Standalone Financial Statements of the Most Recent Year Audited by

Auditors: Please refer to p.177-250.

VI. Summary of any financial difficulty of the Company or its affiliates in the most recent
year and up to the date of the publication of this annual report. In case of any financial

difficulty, the Company’s impact shall be explained: None.

Seven. Review and Analysis of Financial Position and Financial Performance

and Risk Matters

I.  Financial position

Analysis of assets, liabilities, and shareholders’ equity over the most recent two years:
Unit: NTD thousand

Year Difference
ltem 2022.12.31 2021.12.31 Amount %
Current Assets 6,154,380 6,473,294 (318,914) (4.93)
Property, plants and 1,364,670 1,284,172 80,498 6.27
equipment
Intangible Assets 10,668 8,708 1,960 22.51
Other Assets 485,149 559,949 (74,800) (13.36)
Total Assets 8,014,867 8,326,123 (311,256) (3.74)
Current liabilities 1,214,342 2,155,370 (941,028) (43.66)
Non-current Liabilities 710,185 660,294 49,891 7.56
Total Liabilities 1,924,527 2,815,664 (891,137) (31.65)
Capital Stock 1,556,549 1,556,549 0 0.00
Capital Surplus 27,281 73,977 (46,696) (63.12)
Retained Earnings 4,576,959 4,047,444 529,515 13.08
Other Equity (114,850) (205,871) 91,021 4421
Treasury Stocks - - - -
Non-controlling 44,401 38,360 6,041 15.75
Interests
m ;hareho'ders 6,090,340 5,510,459 579,881 10.52

1. Current assets: Mainly due to an decrease in inventories to lower the inventory pressure.

2. Non-current liabilities: Mainly due to the repayment of short-term borrowing.
3. Capital surplus: Mainly due to capital reserve for payout of cash.
4

Other equity: Mainly due to the reclassification as long-term investment accounted for using
the equity method, resulting from an increase in investment in Honley Auto. Parts Co., Ltd.
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I1.  Financial performance

() Comparative analysis of financial performance:

Unit: NTD thousand

Year Difference
Item 2022 2021 Amount %
Operating income 4,845,515 4,792,301 53,214 1.11
Operating Costs 3,240,321 3,091,836 148,485 4.80
Operating Gross Profit 1,605,194 1,700,465 (95,271) (5.60)
Operating Expenses 621,799 579,460 42,339 7.31
Operating Profit 983,395 1,121,005 (137,610) (12.28)
Non-operating Revenue 268,675 (28,719) 297,394 1,035.53
and Expenses
Net Profit Before Tax 1,252,070 1,092,286 159,784 14.63
Income Tax Expenses 350,177 308,672 41,505 13.45
Net Income (loss) in the 901,893 783,614 118,279 15.09
Current Period
Other Income in the
Current Period (net of tax) (7,008) 45,736 (52,744) (115.32)
Total Comprehensive
Income in the Current 894,885 829,350 65,535 7.90
Period

Reason: (If the change in increase/decrease is less than 20%, an analysis may be exempted.)
1. Non-operating revenue and expenses: Mainly due to an increase in foreign currency
exchange gains arising from the significant appreciation of the U.S. dollar.
2. Current other comprehensive income: Mainly due to an increase in unrealized losses from
investments in equity instruments measured at fair value through other comprehensive
income, resulting from the depreciation of the New Taiwan Dollar.
3. In summary, current total comprehensive income for the period increased compared to

2021.

(I) Sales volume forecast and the basis therefor: Please see p.2 of this annual report.

(111) Effect upon the Company's financial operations as well as measures to be taken in

response:

As a means for our business scale to continue to grow, we make an extra effort to
promote new products, while developing new markets and customers. At the same
time, we will continue to recruit more foreign talented sales personnel to expand our
global sales areas. Aside from this, the Company's financial structure and various
analytical indicators show an improving and robust trend. Please see “Six. Financial
Status - Il. Financial analysis for the most recent five years” for more details. We are
able to meet the needs for future business to growth as our financial structure is

rigorous.
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I1l. Cash Flow

() Analysis of liquidity over the most recent two years:

Year 2022 2021 Increase/glecrease
Item ratio
Cash flow ratio (%) 112.55% 2.69% 4,084.01%
C(:)ash flow adequacy ratio 96.52% 73.83% 30.73%
(%)
Cash reinvestment ratio 12.44% (1.74%) 814.94%

(%)

Analysis and explanation for the change of ratio increase/decrease: (If the change in
increase/decrease is less than 20%, an analysis may be exempted.)
Due to a decrease in inventory and an increase in net cash inflow from operating activities,
resulting from the adoption of destocking strategy to lower inventory pressure.

(1) Improvement plan for insufficient liquidity: None.

(11) Cash liquidity analysis for the coming year:

Unit: NTD thousand

Estimated Expected cash deficiency
Expected .
Cash balance annual net . remedies
Estimated Cash surplus

at the cash flow .

L annual cash (deficit) . .
beginning of from Investment Financing

. . outflow (3) amount
the period (1) operating (1)+2)-3) plan plan
activities (2)

$2,513,312 $1,222,556 $513,481 $3,222,387 -

1. Analysis of changes in cash flows:
(1) Operating activities: Mainly due to the continuous growth in revenue and stable profit
and collection, resulting in large net cash inflow.

(2) Investment activities: Mainly due to the procurement of production equipment and
construction fees from the expansion of production lines, new products and expansion
of plant, resulting in net cash outflow.
(3) Financing activities: Mainly due to payment of dividends, resulting in net cash outflow.

Expected cash deficiency remedies and liquidity analysis: None.

IV. Effect of material capital expenditure in the most recent year on the financial status:

None.

improvement plans and investment plans for the coming year:

() For

the

Company’s
K.S.TINTERNATIONAL HOLDINGS LTD. and

indirect

investment

company

Investment policy for the most recent year, main causes of profits or losses,

China  through

investment in JUNG PANG

ENTERPRISE LTD., please refer to Note 13.2 of the consolidated financial statements.

(I The main production of electrical and consumer terminal products, cable ties,
continuous terminal products and plastic injection parts by CHIEN HO HSING
TECHNOLOGY (SUZHOU) CO., LTD, as well as the investment status, please refer
to Note 13.3 of the consolidated financial statements.

(1) A joint venture, DRACO K ENTERPRISES LLC, set up in California in 2012 with
TAIlI RUEY ELECTRICAL INDUSTRIES CO., LTD. manufactures mainly electrical
and consumer terminal products, cable ties, and related products. The Company
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subscribed for 10% of equity of DRACO K held by TAI RUEY ELECTRICAL
INDUSTRIES CO., LTD. in May 2015, increasing the Company's shareholding to
100%. For details on the investment, please refer to Note 13.2 of the consolidated
financial statements.

(IV) The Company conducted equity exchange with CHANG LI INTERNATIONAL
HOLDING LTD. invested in British Cayman Islands of others in a third region using
the equity of Foshan Changli Auto Parts Co., Ltd. in China and equity of 4 companies
owned by other natural persons CHI RUI (CAYMAN) HOLDING LIMITED invested
in a third region. The Company's capital increased after the equity exchange with the
Company holding 5.29% of shares as of this year.

(V) In 2013, the Company established 49%-owned K.S. TERMINALS (THAILAND) CO.,
LTD. through subsidiary TAIBON HOLDINGS LIMITED. For details on the
investment, please refer to Note 13.2 of the consolidated financial statements.

(VD) IFCHIC INC. is wholly owned by the Company invested in 2014 in the U.S. The
primary business of IFCHIC INC. is trading. For details on the investment, please refer
to Note 13.2 of the consolidated financial statements.

(V1) In 2015, the Company established wholly-owned K.S.TERMINALS (ASIA) CO.,
LTD. in Thailand. through K.S.T INTERNATIONAL HOLDINGS LTD. The company
mainly produces, processes and sells terminal parts. For details on the investment,
please refer to Note 13.2 of the consolidated financial statements.

(VI In 2016, K.S.TERMINALS COMPANY LTD VIETNAM was invested by the
Company through JJAN BANG (HONG KONG) HOLDING LIMITED, and became a
wholly owned company. The primary business of the company is trading. For details
on the investment, please refer to Note 13.2 of the consolidated financial statements.

(IX)In 2016, PT.KSTERMINALS TECHNOLOGY INDONESIA was invested by the
Company through JJAN BANG (HONG KONG) HOLDING LIMITED, and became a
wholly owned company. The primary business of the company is trading. For details
on the investment, please refer to Note 13.2 of the consolidated financial statements.

VI. Risk management and evaluation

() Impact of interest rate, exchange rate fluctuation and inflation condition on the

profit/loss of the Company and future countermeasures:
1. The Company’s interest and exchange gains and losses for 2022 is as follows:
Unit: NTD thousand
Year 2022

Item
Net exchange (losses) gains 251,746
Net Operating Income 4,845,515
Net Profit Before Tax 1,252,070
Net exchange (losses) gains to net operating income ratio 5.20%
Net exchange (losses) gains to net income before income tax 20.11%
Interest Income 26,636
Interest income to net operating income 0.55%
Interest income to net profit before tax 2.13%
Interest Expenses 13,179
Interest expenses to net operating income 0.27%
Interest expenses to net profit before tax 1.05%

Source: Financial report audited by CPAs
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As we have sufficient capital for robust business management, the impact of
interest rate changes on the Company was not significant.

As the Company’s direct and indirect foreign sales account for more than 70% of
its total sales, the Company timely carries out natural hedging such as exchanging
foreign currencies from its foreign currency holding positions.

As the Company’s direct and indirect foreign sales account for more than 70% of
its total sales, the impact of domestic inflation was not significant.

(1) Policies for engaging in high risk, high leverage investments, loaning funds to others,
endorsement and guarantee as well as derivative transactions, main causes of profit and
loss as well as future countermeasures:

We are committed to developing our core business without engaging in high-risk or
high leverage investments. Loaning funds to others, endorsements and guarantees
and derivatives are carried out in accordance with the “Regulations Governing
Loaning of Funds”, “Regulations Governing Making of Endorsements/Guarantees”,
and “Regulations Governing the Acquisition and Disposal of Assets”.

(1) Future research and development projects, and funds expected in connection therewith:

1.

For the Company’s new products under development, please see p.2 of this
annual report. As there are many types of newly developed products, with most of
them customized in conjunction with the requirements of customers, resources
invested are difficult to grasp. Given this, it is difficult to accurately estimate
future R&D expenditures. However, with the Company’s year-on-year
performance growth and adjustment to the R&D strategy, expenditures are bound
to increase each year.

The Company expects to invest approximately 2% to 5% of its revenue on R&D
for 2023.

(IV) Impacts of domestic/foreign important policies and law changes on the financial
business of the Company and responsive measures:

The Company’s finances and business were not affected due to changes in important
domestic and foreign policies and laws in the most recent year. As the Company’s
main sales markets are scattered in Taiwan, Europe, the Americas, Southeast Asia
and China, our products can be used in many industries and by many customers. As a
result, the overall financial operations are less likely to be affected by changes in
policies and laws in a single country or region as risks are dispersed. If there is a
change across major economies or globally (e.g., a large-scale trade war), the
Company immediately initiates crisis response and monitoring mechanisms from
daily production and sales coordination, business management meetings to
operations of the Board of Directors. By doing this, we aim to minimize the impact
of drastic changes in the market or industry.

(V) Impacts of changes (including cyber security risks) in technology and industry on the

fi

nancial business of the Company and countermeasures:

We are mainly engaged in manufacturing products associated with terminals,
connectors and cable ties. Terminals and connectors are the basic components and
parts for information, communication, consumer electronics and electrical equipment
with a wide range of applications. The development of terminals and connectors are
not directly affected by the prosperity of a single industry; however, they are closely
linked to the general global economy. We make adjustments to the development
direction of products in conjunction with the needs of customers and the
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development of the market. As well as this, we also make an effort to develop related
products and technology (e.g., 5G communication, EVs, smart grid) to cultivate new
future star products.

With respect to cyber security risks, we have built a network and computer security
protection control mechanism. Each year, we allocate a budget to upgrade hardware
and software of the information protection system. We also engage a professional
third-party entity to perform a cyber security health diagnosis. By doing so, we are
able to continue to maintain the most up-to-date and effective information protection.
The protection scope includes the information system hosts, internal networks, and
connection devices of users. Through mechanisms such as active filtering and
blocking, identity security verification, privilege hierarchy management, constant
program monitoring, periodic mandatary password changes, and regular copying to
the backup database, the Company strives to minimize the possibility of risks from
computer virus infections and external malicious attacks on the information system.

(V1) Impacts of changes of the corporate image on corporate crisis management and
countermeasures:

As our top business philosophy is “integrity”, we maintain an excellent corporate
image and follow the laws and regulations. We set up a taskforce to formulate action
plans in the event of a breach of the regulations or when the corporate image is
affected. As of the publication date of the annual report, nothing occurred that would
have affected our corporate image.

(V1) The expected benefits from merger and acquisition, the potential risks and responsive
measures: N/A.

(V1) The expected benefits, potential risks, and responsive measures with regard to any
plant expansion: Not applicable.

Projected possible benefits after production line began at the new factory: Not
applicable.

(IX) Risks and countermeasures with regard to concentrated sales or purchases:

As the Company’s largest customer accounts for 6.98% of net sales, there is no
concentration of sales. In terms of suppliers, the largest supplier in 2022 accounted
for 14.50% of the total purchase amount. However, the Company adheres to the
principle of disperse procurement and buys from more than 2 entities, so there is no
risk of concentration of purchases.

(X) Impacts, risks and responsive measures with regard to any major transfer of equities by
directors, supervisors, or shareholders with more than 10% of ownership interest:
None.

(XI) Impacts on the Company, risks and responsive measures with regard to any change in
management rights: Not applicable.

(X11) For litigation or non-litigation matters indicating the Company and directors,
supervisors, President, the actual responsible person, major shareholder with
shareholding exceeding 10% of the Company and affiliates that are involved in major
lawsuits with affirmative judgment or is pending in the court proceeding, non-litigation
or administrative dispute cases with results capable of causing material impacts on the
interests of shareholders or stock price, the dispute fact, claim amount, litigation
starting date, primary litigation parties and handling status up to the date of the
publication of this annual report shall be disclosed: None.
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(X11) Other significant risks and countermeasures:

1.

Financial risk control measures: Including regular review and collection of
accounts receivable, regular evaluation of bank interest rates, hedging of
exchange rate fluctuations, tracking of raw material price trends, tax risk physical
examination;

Information risk control measures: Including regular remote backup of database,
firewall installation and update, anti-virus installation and update, setup of
network IP authentication system, computer access privilege setting, regular
anti-virus and anti-hacking drills;

Operational risk control measures: Including the implementation of a backup plan
for factory productivity, regular implementation of emergency response drills,
insurance coverage for factory equipment, fire, business interruption, quality
assurance to transfer risks, major investment of establishing (expanding) a factory
- implemented with a prior rigorous SWOT analysis and a resolution adopted by
the Board of Directors;

Legal and intellectual property risk control measures: Including the establishment
of product technology patent maps, use of the WIPS patent search system for
assistance, regular release of regulatory compliance report, transfer of risks
through liability insurance coverage for products/directors, supervisors and
managers, all contracts and official documents must be strictly reviewed
internally and by external legal institutions, periodic promotion of laws to
relevant units, legal compliance system from the grassroots;

ESH risk control measures: Including the continuous operation and promotion of
the Occupational Safety and Hygiene Committee, regular internal reviews and
continuing to address EHS issues, implementing the operation and audit of 1SO
14001 management system, regularly identifying and updating the government's
environmental protection and occupational safety and health laws and regulations,
and reviewing safety and health risks of physicians and nurses at the factory.

VII. Other important matters

Licenses obtained by financial information transparency-related personnel:
Education period: 2022/1/1-2022/12/31

Department Name Related certificates
Finance Tunghai University “Training Course for Chief Accounting
Tseng Yu-Chin | Officers of Issuers, Securities Firms, and Securities
Department

Exchanges”
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Eight. Special Disclosures

I.  Information on affiliates
(I) Affiliated enterprise consolidated business report
1. Organizational chart and basic information of affiliates

May 10, 2023
K.S. TERMINALS
5.29% shareholding 100% shareholding 100% shareholding l 100% shareholding 100% shareholding 100% shareholding 35% shareholding 25% shareholding
A A\ 4 L \4 A 4 A 4 A
Chi Rui. Taibon Holding JUNG PANG K.S.T HOLDINGS Draco K IFCHIC
(Cayman) (Seychelles) (B.V.) (B.\V.) (US.A) (US.A) Yangde (TW) Honley (TW)
49% shareholding

K.S.Terminals

(Thailand)
100% shareholding 100% shareholding

JIAN BANG K. S. T(ASIA)

(HK) (Thailand)

100% shareholding 100% shareholding 100% shareholding
\ 4 v A
C?é E:ﬁ “gL%sg\\l(G K. S. TERMINALS PT. KSTERMINALS
(SUZHOU) CO., LTD (VIETNAM) TECHNOLOGY INDONESIA
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2. Existence of the controlling and subordinate relation set forth in Article 369-3 of
the Company Act: Not applicable.

3. Businesses covered by the business operated by the overall affiliated enterprises:

(1) The businesses covered by affiliates include: manufacturing, sales of

terminals, investment and international trade.
(2) Labor division of affiliates: The parent company is mainly engaged in
production and sales, while sub-subsidiary in China purchases raw

materials from the parent company for its own production for sales.

4. Information on Directors, Supervisors and President of Affiliated Enterprises:

Shareholding

N f ent i Titl N tati
ame of enterprise itle ame or representative(s) Number of Shares | Shareholding
(equity) Ratio (%)
JUNG PANG ENTERPRISE LTD. Director | Representative of K.S. TERMINALS INC.: | ;s 10 9o 100%
Cheng Ke-Pin
K.S.T.INTERNATIONAL HOLDINGS Director Representatl_ve of K.S. TERMINALS INC.: USD 14,540,500 100%
LTD. Cheng Ke-Pin
Representative of K.S.T.INTERNATIONAL
JIAN BANG(HONG KONG)HOLDING Director |HOLDINGS LTD.: HKD 93,610,000 100%
LTD. .
Cheng Ke-Pin
Representative  of JIAN  BANG(HONG
CHIEN HO HSING  TECHNOLOGY|  p;ector - |KONG)HOLDING LTD.: USD 7,500,000 100%
(SUZHOU) CO., LTD ;
Cheng Ke-Pin
Representative of K.S. TERMINALS INC.:
DRACO K ENTERPRISES LLC Director Cheng Ke-Pin, Cheng Ching-Jen, Cheng|USD 2,500,000 100%
Chieh-Yuan
TAIBON HOLDING LIMITED Director Represen_tatlve of K.S. TERMINALS INC.: USD 160,000 100%
Cheng Yin-Kun
Representative  of TAIBON  HOLDING
K.S.TERMINALS (THAILAND) CO.,LTD. Director |LIMITED: THB 4,900,000 49%
Cheng Hsin-Yen
IFCHIC INC Director | Representative of K.S. TERMINALS INC.: | ;51 5 500 900 100%
Cheng Chieh-Yuan
Representative of K.S.T.INTERNATIONAL
K.S. TERMINALS (ASIA)CO.,LTD. Director |HOLDINGSLTD.: THB 82,000,000 100%
Cheng Hsin-Yen
Representative  of JIAN  BANG(HONG
K.S. TERMINALS COMPANY LTD Director |KONG)HOLDING LTD.: USD 1,000,000 100%
VIETNAM -
Cheng Hsin-Yen
Representative  of JIAN  BANG(HONG
PT.KSTERMINALS TECHNOLOGY Director  |KONG)HOLDING LTD.: USD 1,000,000 100%
INDONESIA -
Cheng Hsin-Yen
. Representative of K.S. TERMINALS INC.: o
Yangde Technology Co., Ltd. Director Hung Fu-Te, Lin Ta-| NTD 840,000 35%
Honley Auto. Parts Co., Ltd. Director | Representative of K.S. TERMINALSINC.:|\i1p o5 433 439 25%

Cheng Ching-Jen
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5. Operation summary of affiliated enterprise:

December 31, 2022; Unit: NTD thousand

Net
. - Current
Name of enterprise Capital Total Assets _To_tgl_ Net worth O_peratmg operating profit and
Liabilities income profit (net loss
loss)
JUNG PANG
ENTERPRISE LTD. 347 10,690 1,547 9,143 0 (57) 1,121
K.S.T.INTERNATIONAL
HOLDINGS LTD. 484,326 1,974,015 0 1,974,015 0 (600) 329,069
JIAN BANG(HONG
KONG)HOLDING LTD. 372,950 1,504,741 0 1,504,741 0 0 261,596
CHIEN HO HSING
TECHNOLOGY 241,500 1,588,070 130,890 1,457,180 1,906,769 397,942 300,073
(SUZHOU) CO., LTD.
EE?CO K ENTERPRISES 72,086 45,039 14,143 30,896 31,255 (2,962) (1,200)
TAIBON HOLDING LTD. 4,950 51,794 0 51,794 0 2) 5,712
K.S.TERMINALS
(THAILAND) CO.,LTD. 9,513 99,373 12,312 87,061 78,637 15,929 12,759
IFCHIC INC 78,727 61,634 2,035 59,599 75,045 4,775 5,216
K.S. TERMINALS
(ASIA)CO.,LTD. 73,671 81,002 12,946 68,056 0 (329) (324)
K.S.TERMINALS
COMPANY LTD 30,633 40,133 23,211 16,922 22,455 431 (94)
VIETNAM
PT.KSTERMINALS
TECHNOLOGY 30,580 14,500 3,274 11,226 6,099 (931) (816)
INDONESIA
Zﬁé‘gde Technology Co., 24,000 30,183 12,401 17,782 4,615 (5,746) (5,545)
Honley Auto. Parts Co., Ltd. 1,017,338 1,426,762 1,069,369 357,393 21,905 (100,740) 18,755

95




(I) Consolidated financial statements of affiliated companies:

Declaration

The companies to be included by the Company in the consolidated financial
statement of affiliated enterprises in 2022 (January 1, 2022 — December 31, 2022)
pursuant to the Criteria Governing Preparation of Affiliation Reports, Consolidated
Business Reports, and Consolidated Financial Statement of Affiliated Enterprises are
the same as those to be included into the consolidated financial statements of the
parent company and subsidiaries pursuant to the Statement of International Financial
Reporting Standards (IFRS) No. 10. Furthermore, the related information to be
disclosed in the consolidated financial statements of affiliated enterprises has been
disclosed in said consolidated financial statements of the parent company and
subsidiaries. Accordingly, the Company doesn't need to prepare the consolidated
financial statements of affiliated enterprises separately.

In witness thereof, the Declaration is hereby presented.

=4
K.S. TERMINALS INC. F‘s‘ﬁﬁau—l;

Person in Charge: Cheng Ke-Pin

March 16, 2023
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(111) Affiliation Report: None.

I1. Any private placement of securities within the most recent year and up to the
date of the publication of this annual report: None.

I11.  Any share ownership and disposal of shares of the Company by subsidiaries
within the most recent year and the up to the date of the publication of this
annual report: None.

IV. Additional information required to be disclosed: None.

Nine. If any of the situations listed in Article 36, paragraph 3,
subparagraph 2 of the Act, which might materially affect
shareholders’ equity or the price of the company’s securities, has
occurred during the most recent year or during the current year
up to the date of publication of the annual report: None.
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CPAs’ Audit Report
To K.S. TERMINALS INC.,
Audit opinions

We have audited the accompanying consolidated balance sheets of K.S.
TERMINALS INC., (the “Company”) and its subsidiaries (collectively, the “Group”)
for the years ended December 31, 2022 and 2021 and the relevant consolidated
statements of comprehensive income, changes in equity and cash flows for the years
then ended, and relevant notes, including a summary of significant accounting policies
(collectively referred to as the “consolidated financial statements”).

In our opinion, based on our audits and the reports of other auditors (please refer
to the Other Matters section of our report), the accompanying consolidated financial
statements present fairly, in all material respects, the consolidated financial position of
the Group as of December 31, 2022 and 2021 and for the years then ended, and its
consolidated financial performance and consolidated cash flows for the years then
ended conforming with the Regulations Governing the Preparation of Financial
Reports by Securities Issuers, the International Financial Reporting Standards (IFRS),
International Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC
Interpretations (SIC) endorsed and issued into effect by the Financial Supervisory
Commission (FSC) of the Republic of China.

Basis for Audit Opinion

We conducted our audit in accordance with the Regulations Governing the
Auditing and Attestation of Financial Statements by Certified Public Accountants and
auditing standards. Our responsibilities under those standards are further described in
the paragraph “CPAs’ Responsibilities for the Audit of the Consolidated Financial
Statements”. We are independent of the Group in accordance with the Norm of
Professional Ethics for Certified Public Accountant of the Republic of China and have
fulfilled our other responsibilities in accordance with these requirements. Based on
our audits and the reports of other auditors, we are convinced that we have acquired
enough and appropriate audit evidence to serve as the basis for our audit opinion.

Key Audit Matters

Key audit matters refer to the most vital matters in our audit of the Group’
consolidated financial statements for the year ended December 31, 2022, based on our
professional judgment. These matters are addressed in our audit of the consolidated
financial statements as a whole and in forming our audit opinion. We do not express a
separate opinion on these matters.

Inventory Valuation

As of December 31, 2022, the Group’s net inventories amounted to
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NTD1,767,889 thousand, accounting for 22% of the consolidated total assets, which
was material to the financial statements. The main raw materials in the inventories are
bronze and copper. Due to the fluctuations of the international copper prices, the
prices of raw material inventories may fluctuate greatly, and due to the fluctuations of
the international raw material prices, the selling prices of the relevant finished goods
may be impacted by the overly low raw material prices. As the amount of the
allowance for inventory valuation losses is material to the financial statements, we
adopted it as a key audit matter.

Our audit procedures included (but were not limited to) understanding and
testing the effectiveness of the internal control system established by the management
team for inventory valuation losses, assessing the reasonableness of the allowance for
inventory valuation losses provided, inspecting inventories to verify the status of
ending inventories, and sampling to verify the costs of inventories per unit, while for
the net realizable values adopted by the management, sampling and vouching for
documents related to purchases and sales to verify the correctness of the net realizable
values of inventories.

We also considered the appropriateness of the disclosures in Notes 4, 5 and 6 to
the financial statements related to inventories.

Other Matters — Making Reference to the Audits of Component Auditors

We did not audit the financial statements of certain associates and joint ventures
accounted for under the equity method whose statements are based solely on the
reports of other auditors. Therefore, in our opinion for the accompanying consolidated
financial statements, amounts stated in the financial statements of these associates and
joint ventures accounted for under the equity method are based solely on the reports
of other auditors. These associates and joint ventures under equity method amounted
to NTD279,411 thousand, representing 4% of consolidated total assets as of
December 31, 2022. The related shares of profit or loss of subsidiaries, associates and
joint ventures under the equity method amounted to NTD(13,886) thousand,
representing (1)% of the consolidated income before tax for the year ended December
31, 2022. The related shares of other comprehensive income of subsidiaries,
associates and joint ventures under the equity method amounted to NTD(642),
representing 9% of the consolidated other comprehensive income for the year ended
December 31, 2022.

Responsibilities of the management and the governing body for the consolidated
financial statements

The responsibilities of the management are to prepare the consolidated financial
statements with fair presentation in accordance with the Regulations Governing the
Preparation of Financial Reports by Securities Issuers and the IFRSs endorsed and
issued into effect by the FSC and to maintain the necessary internal control associated
with the preparation in order to ensure that the consolidated financial statements are
free from material misstatement arising from fraud or error.

In preparing the consolidated financial statements, the management is
responsible for assessing the Group’s ability in continuing as a going concern,

99



disclosing relevant matters, and adopting the going concern basis of accounting,
unless the management intends to liquidate the Group or cease operations, or has no
viable alternatives but to liquidate or cease operations.

The Group’s governing body (including the Audit Committee) is responsible for
supervising the financial reporting process.

CPAs’ responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance on whether the consolidated
financial statements as a whole are free from material misstatement arising from fraud
or error and to issue an independent auditors’ report. Reasonable assurance is a
high-level assurance but is not a guarantee that an audit conducted in accordance with
auditing standards of the Republic of China will always detect a material
misstatement when it exists. Misstatement may arise from fraud or error. If the
monetary amounts are misstated, either separately or in aggregate, could reasonably
be expected to influence the economic decisions of the users of the consolidated
financial statements, they are considered material.

We have exercised our professional judgment and maintained professional doubt
when performing the audit work in accordance with auditing standards. We also
performed the following tasks:

1. We identified and assessed the risks of material misstatement arising from
fraud or error within the consolidated financial statements, designed and
executed countermeasures in response to said risks, and obtained sufficient
and appropriate audit evidence to provide a basis for our opinion. Fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Therefore, the risk of not detecting a material
misstatement resulting from fraud is higher than one resulting from error.

2. We learned about the internal control related to the audit in order to design
appropriate audit procedures under the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Group’s internal control.

3. We evaluated the appropriateness of the accounting policies adopted and the
reasonableness of the accounting estimates and relevant disclosures made by
the management.

4. We made conclusions on the appropriateness of the management’s adoption
of the going concern basis of accounting based on the audit evidence
obtained and whether a material uncertainty exists for events or conditions
that may cast significant doubt on the Group’s ability to continue as a going
concern. If we are of the opinion that a material uncertainty exists, we shall
remind users of the consolidated financial statements to pay attention to
relevant disclosures in said statements in our audit report. If such disclosures
are inadequate, we need to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Group to cease to continue as a
going concern.
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5. We evaluated the overall presentation, structure, and content of the
consolidated financial statements (including relevant notes) and whether the
consolidated financial statements adequately presented the relevant
transactions and events.

6. We are convinced that we have acquired enough and appropriate audit
evidence of the financial information of entities within the Group to serve as
the basis of an audit opinion on the consolidated financial statements. We are
responsible for guiding, supervising, and performing the audit and forming
an audit opinion on the Group.

The matters communicated between us and the governing body included the
planned scope and time of the audit and significant audit findings (including any
significant defects in internal control identified during the audit).

We also provided the governing body with a declaration that we have complied
with the Norm of Professional Ethics for Certified Public Accountant regarding
independence and communicated with it all relationships and other matters that might
possibly be regarded as detrimental to our independence (including relevant protective
measures).

From the matters communicated with the governing body, we determined the
key audit matters for the audit of the Group’s consolidated financial statements for the
year ended December 31, 2022. We have clearly indicated such matters in the auditors’
report, unless legal regulations prohibit the public disclosure of specific matters or in
extremely rare cases in which we decided not to communicate specific items in the
auditors’ report for it could be reasonably anticipated that the negative effects of such
disclosure would be greater than the public interest it might bring forth.

Others

The Group has also prepared the consolidated financial statements for the years
ended December 31, 2022 and 2021, for which we have issued an unqualified opinion,
alongside the audit report.

EY Taiwan
Approved by the Competent Authority to Audit/Review
Publicly Listed Companies’ Financial Statements
Case Audit No.: Jin-Guan-Zheng-Shen-Zi No. 1060027042
Jin-Guan-Zheng-Shen-Zi No. 1080326041
Chen Ming-Hung

Certified Public Accountant;
Huang Yu-Ting

March 16, 2023
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K.S. TERMINALS INC. and Its Subsidiaries
Consolidated Balance Sheets
December 31, 2022 and December 31, 2021

(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Assets December 31, 2022 December 31, 2021
Code Accounting Item Note Amount % Amount %
Current Assets
1100 | Cash and Cash Equivalents 4and6.1 $2,513,312 31 $2,182,105 26
1110 | Financial Assets at Fair Value Through Profit or Loss — current | 4 and 6.2 415,324 5 224,071 3
1136 | Financial Assets at Amortized Cost 4 and 6.3 138,381 2 55,319 1
1150 | Net Notes Receivable 4and 6.16 197,724 3 195,206 2
1170 | Net Accounts Receivable 4,6.4,and 6.16 766,693 10 879,451 10
1200 | Other Receivables 4,6.5,and 8 276,872 3 552,371 7
130x | Inventories 4 and 6.6 1,767,889 22 2,260,702 27
1410 | Advance Receipts 4 41,513 1 62,514 1
1470 | Other Current Assets 36,672 - 61,555 1
11xx Total Current Assets 6,154,380 77 6,473,294 78
Non-current Assets
1517 Financial Assets at Fair Value Through Other Comprehensive 4and 6.7 108,083 1 427521 5
Income — non-current
1550 | Investments Using the Equity Method 4 and 6.8 279,411 4 - -
1600 | Property, plants and equipment 4,6.9,and 8 1,364,670 17 1,284,172 15
1755 | Right-of-use Assets 4,6.17,and 7 19,434 - 22,527 -
1760 | Investment Property 4 9,750 - 10,594 -
1780 | Intangible Assets 4 10,668 - 8,708 -
1840 | Deferred Tax Assets 4 and 6.21 23,350 - 46,727 1
1900 | Other Non-current Assets 45,121 1 52,580 1
Total Non-current Assets 1,860,487 23 1,852,829 22
Total assets $8,014,867 100 $8,326,123 100

Chairman: Cheng Ke-Pin

(Please see Notes to the Consolidated Financial Statements.)

Managerial Officer: Cheng Ching-Jen
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K.S. TERMINALS INC. and Its Subsidiaries

Consolidated Balance Sheets (Continued)

December 31, 2022 and December 31, 2021

(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Liabilities and Equity

December 31, 2022

December 31, 2021

Code Accounting Iltem Note Amount % Amount %
Current liabilities
2100 Short-term Borrowings 4and 6.10 $441,194 6 $1,191,100 14
2130 Contract Liabilities — current 4 and 6.15 28,984 - 28,030 -
2150 Notes Payable 4,148 - 8,162 -
2170 Accounts Payable 104,754 1 220,642 3
2200 Other Payables 4and 6.11 402,946 5 449,150 5
2230 Current Tax Liabilities 4and 6.21 161,336 2 191,968 2
2300 Other Current Liabilities 4,6.17,and 7 12,374 - 11,329 -
Long-term Liabilities Due Within One Year or One Business
2322 Cycle 4and 6.12 58,606 1 54,989 1
Sub-total of Current Liabilities 1,214,342 15 2,155,370 25
Non-current Liabilities
2540 Long-term Borrowings 4 and 6.12 402,513 5 352,986 4
2570 Deferred Tax Liabilities 4and 6.21 301,356 4 298,027 4
2670 Other Non-current Liabilities 4,6.17,and 7 6,316 - 9,281 -
Sub-total of Non-current Liabilities 710,185 9 660,294 8
Total Liabilities 1,924,527 24 2,815,664 33
Equity Attributable to Owners of the Parent Company
Capital Stock 6.14
3110 Ordinary Shares 1,556,549 19 1,556,549 19
3200 |Capital Surplus 6.14 27,281 - 73,977 1
3300 |Retained Earnings 6.14
3310 Legal Reserve 723,956 9 646,457 8
3320 Special Reserve 205,872 3 256,026 3
3350 Undistributed Earnings 3,647,131 45 3,144,961 38
Subtotal of Retained Earnings 4,576,959 57 4,047,444 49
3400 |Other Equity
Exchange differences arising on the translation of the financial
3410 statements of foreign operations (40,678) - (68,252) 1)
Unrealized Gain (loss) on Financial Assets at Fair Value Through
3425 Other Comprehensive Income 12 (74,172) (1) (137,619) (1)
Subtotal of Other Equity (114,850) (1) (205,871) (2)
36xx |Non-controlling Interests 6.14 44,401 1 38,360 -
3XXX Total Equity 6,090,340 76 5,510,459 67
Total Liabilities and Equity $8,014,867 100 $8,326,123 100

Chairman: Cheng Ke-Pin

(Please see Notes to the Consolidated Financial Statements.)

Managerial Officer: Cheng Ching-Jen
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K.S. TERMINALS INC. and Its Subsidiaries

Consolidated Statements of Comprehensive Income
For the Years Ended December 31, 2022 and 2021
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

2022 2021
Code Item Note Amount % Amount %
4000 |Operating income 4 and 6.15 $4,845,515 100 $4,792,301 100
5000 [Operating Costs 6.6 and 6.18 (3,240,321) (67) (3,091,836) (65)
5900 |Operating Gross Profit 1,605,194 33 1,700,465 35
6000 |Operating Expenses 6.18 and 7
6100 Selling Expenses (291,963) (6) (272,596) (6)
6200 Administrative Expenses (204,014) 4) (192,727) 4)
6300 Research and Development Expenses (125,148) 3) (114,137) )
6450 Expected Credit Impairment Losses |6.16 (674) - - -
Total Operating Expenses (621,799) (13) (579,460) (12)
6900 [Operating Profit 983,395 20 1,121,005 23
7000 [Non-operating Revenue and Expenses
7010 Other Income 4 and 6.19 73,239 1 36,329 1
7020 Other Gains and Losses 6.19 222,501 5 (53,516) 1)
7050 Financial Costs 6.19and 7 (13,179) - (11,532) -
Share of Profit or Loss of Associates
and Joint Ventures Recognized Using
7060 the Equity Method (13,886) - - -
Total Non-operating Income and
Expenses 268,675 6 (28,719) -
7900 [Net Profit Before Tax 1,252,070 26 1,092,286 23
7950 |Income Tax Expenses 4 and 6.21 (350,177) (7) (308,672) (7)
8200 [Current Net Profit 901,893 19 783,614 16
8300 |Other Comprehensive Income (loss) 6.20 and 6.21
Items That Will not be Reclassified
8310 Subsequently to Profit or Loss
Unrealized Gains (losses) From
8316 Investments in _Equity Instruments
Measured at Fair Value Through
Other Comprehensive Income (38,607) 1) 41,938 1
Income Tax Related to Items not
8349 Reclassified 797 - (945) -
Items That May be Reclassified
8360 Subsequently to Profit or Loss
Exchange differences arising on the
translation of the financial
8361 statements of foreign operations 38,498 - 7,033 -
Share of Other Comprehensive
Income of Associates and Joint
8370 Ventures Recognized Using the
Equity Method-May be Reclassified
to Profit or Loss (642) - - -
Income Tax Related to Items That
May be Reclassified to Profit or
8399 Loss (7,054) - (2,290) -
Other Income in the Current Period (net
8300 |of tax) (7,008) (1) 45,736 1
Total Comprehensive Income in the
8500 |Current Period $894,885 18 $829,350 17
8600 [Net Income Attributable To:
8610 Owners of Parent $895,386 $774,996
8620 Non-controlling Interests 6,507 8,618
$901,893 $783,614
8700 |Comprehensive Income Attributable To:
8710 Owners of Parent $885,150 $825,151
8720 Non-controlling Interests 9,735 4,199
$894,885 $829,350
Earnings per Share
9750 Basic Earnings per Share (NTD) 4 and 6.22 $5.75 $4.98
9850 Diluted Earnings per Share (NTD) $5.73 $4.97

Chairman: Cheng Ke-Pin

Managerial Officer: Cheng Ching-Jen

104

(Please see Notes to the Consolidated Financial Statements.)

Chief Accounting Officer: Tseng Yu-Chin




K.S. TERMINALS INC. and Its Subsidiaries
Consolidated Statements of Changes in Equity
For the Years Ended December 31, 2022 and 2021
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Equity Attributable to Owners of the Parent Company

Retained Earning

S

Other Equity Interest Items

Exchange differences Unrealized Gain .
Cod Item Common Capital . i arising on the translation (loss) on F'!‘a”C'a' Non-controllin Total Equity
e Special Undistributed - . Assets at Fair Value Total g Interests
stock Surplus Legal Reserve . of the financial
Reserve Earnings - Through Other
statements of foreign c .
- omprehensive
operations
Income
Al [Balance as of January 1, 2021 $1,556,549 $182,936 $610,354 $347,268 $2,392,654 $(77,414) $(178,612) $4,833,735 $37,449 $4,871,184
2020 Statement of Earnings
Distribution
B1 Legal Reserve 36,103 (36,103) - -
B3 Special Reserve (91,242) 91,242 - -
B5 Shareholder Cash Dividends (77,828) (77,828) (77,828)
Cash Dividends Distributed
C15 From Capital Surplus (108,959) (108,959) (108,959)
D1 [Net Income for 2021 774,996 774,996 8,618 783,614
pg |Other Comprehensive Income 9,162 40,993 50,155 (4,419) 45,736
for 2021
ps | Total Comprehensive Income in . . . - 774,996 9,162 40,993 825,151 4,199 829,350
the Current Period
T1 ?hanges in Non-controlling (3,288) (3,288)
nterest
z1 Egg‘ce as of December 31, $1,556,549 $73,977 $646,457 $256,026 $3,144,961 $(68,252) $(137,619) $5,472,099 $38,360 $5,510,459
Al |Balance as of January 1, 2022 | $1,556,549 $73,977 $646,457 $256,026 $3,144,961 $(68,252) $(137,619) $5,472,099 $38,360 $5,510,459
2021 Statement of Earnings
Distribution
B1 Legal Reserve 77,499 (77,499) - -
B3 Special Reserve (50,154) 50,154 - -
B5 Shareholder Cash Dividends (264,614) (264,614) (264,614)
Cash Dividends Distributed
C15 From Capital Surplus (46,696) (46,696) (46,696)
D1 |Net income for 2022 895,386 895,386 6,507 901,893
pg |Other Comprehensive Income 27,574 (37,810) (10,236) 3,228 (7,008)
for 2022
Ds | Total Comprehensive Income in ; - - ; 895,386 27574 (37,810) 885,150 9,735 894,885
the Current Period
Disposal of Equity Instruments
Q1 |at Fair Value Through Other (101,257) 101,257 - -
comprehensive Income
o1 IChanges in Non-controlling (3,694) (3,694)
nterest
z1 ?gg‘ce as of December 31, $1,556,549 $27,281 $723,956 $205,872 $3,647,131 $(40,678) $(74,172) $6,045,939 $44,401 $6,090,340

Chairman: Cheng Ke-Pin

(Please see Notes to the Consolidated Financial Statements.)

Managerial Officer: Cheng Ching-Jen
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K.S. TERMINALS INC. and Its Subsidiaries
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2022 and 2021
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Code Item 2022 2021 Code Item 2022 2021

AAAA  |Cash flow from operating activities: BBBB |Cash flow from investing activities:

A10000 |  Net Income Before Tax for This Period $1,252,070 $1,092,286 |B00010|  ACquisition of Financial Assets at Fair Value Through (170,720) (58,516)
Other Comprehensive Income

A20000 Adjustments: B00020 Disposal of Flnant_:lal Assets at Fair Value Through 451,551 58,799
Other Comprehensive Income

A20010 | Income and Expenses: BOO0GO|  ore® N Financial Assets Measured at Amortized (83,062) (46,304)

A20100 Depreciation Expenses 110,921 108,082 |B01800 Acquisition of Investments Using the Equity Method (459,951) -

A20200 Amortizations 6,820 3,809 |B02400 Proceed_s from Capital Decrease of Investments Using 166,012 )
the Equity Method

A20300 Expected Credit Impairment Losses 674 - |B02700{  Acquisition of property, plants and equipment (130,300) (103,678)

A20400 lglrelt_l(;é)ssses on Financial Assets at Fair Value Through Profit 32,260 1,435 |B02800 Proceeds from sale of property, plants and equipment 589 1,027

A20900 Interest Expenses 13,179 11,532 [Boag00|  OMner Recelvables - Decrease (Increase) in Restricted 250,641 (89,645)

A21200 Interest Income (26,636) (6,934) |B04500 Acquisition of Intangible Assets (5,609) (4,160)

A21300 Dividend Income (4,320) (6,660) |B06700 Increase in Other Non-current Assets (39,817) (49,510)

A22300 Share of Loss of Associates and Joint Ventures Recognized 13,886 - |sBBB Net Cash Outflow From Investing Activities (11,666) (291,987)

Using the Equity Method

A22500 Egﬁ.ﬁ:ﬁi (Gains) on Disposal of Property, Plants and (574) 316 |CCCC |Cash flow from financing activities:

A23100 Losses (Gains) on Disposal of Investments (3,636) 10,878 {C00100 Increase in Short-term Loans 2,709,200 4,319,600

A23700 Valuation Losses 7,543 4,739 |C00200 Decrease in Short-term Borrowings (3,459,200) (4,119,800)

A29900 Gain on Lease Modifications - (35) {C01600 Long-term Borrowings 106,000 181,200

30000 iggc?gzsm Current Assets/Liabilities Related to Operating C01700 Repayments of Long-term Borrowings (52,856) (37,961)

A31115 Decrease (increase) in Financial Assets at Fair Value through (220,181) 96,566 |C04020|  Lease Principal Repaid (6,131) (5,738)

Profit or Loss — current

A31130 Increase in Notes Receivable (246) (76,253) [C04400 Increase in Other Non-current Liabilities - 95

A31150 Decrease (increase) in Accounts Receivable 119,553 (268,658) (C04500 Payout of Cash Dividends (311,310) (186,787)

A31180 Decrease (increase) in Other Receivables 11,279 (15,243) [C05600 Interest Paid (13,071) (11,505)

A31200 Decrease (increase) in Inventories 501,660 (1,011,908) |C05800 Changes in Non-controlling Interest (3,694) (3,288)

A31230 Decrease (increase) in Prepayments 21,165 (23437) |ccce Q‘é:isi?f:s':'ow from (used in) Financing (1,031,062) 135,816

A31240 Decrease in Other Current Assets 2,284 2,287 \DDDD Ef‘fe_ct of Exchange Rate Changes on Cash and Cash 7,113 19,217
Equivalents

A32125 Increase (decrease) in Contract Liabilities 513 (6,711) |EEEE E{;:ij;leeactisecrease) in the Current Cash and Cash 331,207 (78,941)

A32130 Increase (decrease) in Notes Payable (4,014) 1,616 |E00100 |Cash and Cash Equivalents at the Beginning of the Period 2,182,105 2,261,046

A32150 Increase (decrease) in Accounts Payable (119,728) 127,424 |E00200 |Cash and Cash Equivalents at the End of the Period $2,513,312 $2,182,105

A32180 Increase (decrease) in Other Payables (46,402) 170,621

A32230 Increase in Other Current Liabilities 981 15

A33000 Cash Inflow From Operations 1,669,051 215,767

A33100 Interest Received 22,641 6,974

A33200 Dividends Received 4,320 6,660

A33500 Income Tax Paid (329,190) (171,388)

AAAA Net Cash Inflow From Operating Activities 1,366,822 58,013

Chairman: Cheng Ke-Pin

(Please see Notes to the Consolidated Financial Statements.)

Managerial Officer: Cheng Ching-Jen
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K.S. TERMINALS INC. and its Subsidiaries
Notes to the Consolidated Financial Statements

January 1, 2022 to December 31, 2022
and January 1, 2021 to December 31, 2021
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Company History

K.S. TERMINALS INC. (hereinafter referred to as the *“Group”) was
incorporated in February 1978. It mainly engages in the production and sales of
various terminal parts. It merged with Hongsong Steel Co., Ltd. on September 1,
1998. After the merger, the Group’s manufacturing, processing, and trading of
iron materials, stainless steel goods, and molds increased.

The Group was approved by the competent authority to trade its stock on the
Taiwan Stock Exchange in October 2001, and the stock was officially listed on
the Taiwan Stock Exchange on February 19, 2002. The main operating site are
located at No. 8, Zhangbin East Third Road, Xianxi Township, Changhua County.

Date and Procedure for Approval of Financial Statements

The Group’s consolidated financial statements for the years of 2022 and 2021
were released after approval by the Board of Directors on March 16, 2023.

Application of Newly Issued and Amended Standards and
Interpretations

1. Changes in accounting policies due to the initial application of the IFRSs:

The Group has adopted the IFRSs that have been endorsed by the FSC and
are applicable to the fiscal years beginning on or after January 1, 2022, and
the initial application of the newly issued and amended standards and
interpretations caused no material impact on the Group.

2. Up to the date the financial statements were approved for release, the new or
amended IFRSs published by IASB and endorsed by the FSC and not
adopted by the Group:

Effective Date
Item New/Revised/Amended Standards and Interpretations Announced by the
IASB
1 Amendments to 1AS 1 “Disclosure of Accounting Policies” January 1, 2023
2 Amendments to 1AS 8 “Definition of Accounting Estimates” January 1, 2023
3 Amendments to 1AS 12 “Deferred Tax Related to Assets and January 1, 2023
Liabilities Arising from a Single Transaction”
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Notes to the Consolidated Financial Statements of K.S. TERMINALS INC. and Its
Subsidiaries (Continued)
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

(1) Amendments to IAS 1 “Disclosure of Accounting Policies”

The disclosure of accounting policies to provide more useful information
to investors and other major users of financial statements was improved
in the amendments.

(2) Amendments to IAS 8 “Definition of Accounting Estimates”

Accounting estimates are directly defined, and IAS 8 *“Accounting
Policies, Changes in Accounting Estimates and Errors” was further
amended to help an enterprise distinguish between changes in
accounting policies and changes in accounting estimates.

(3) Amendments to IAS 12 “Deferred Tax Related to Assets and Liabilities
Arising from a Single Transaction”

The scope of deferred tax recognition exemption under paragraphs 15
and 24 of IAS 12 "Income Tax" was narrowed so that the exemption
does not apply to transactions that result in the same amounts of taxable
and deductible temporary differences upon initial recognition.

The Group evaluated the above new, revised, and amended standards and
interpretations that have been published by the IASB and endorsed by the
FSC and are applicable to the fiscal years beginning on or after January 1,
2023, and determined that they did not cause any material impact on the
Group.

3. Up to the date the financial statements were approved for release, the new or
amended IFRSs published by IASB without endorsement by the FSC and not
adopted by the Group:

Effective Date

Item New/Revised/Amended Standards and Interpretations Announced by the IASB

1 |Amendments to IFRS 10 “Consolidated Financial Statements” and| To be determined by the
IAS 28 “Investments in Associates and Joint Ventures” — Sale or IASB
Contribution of Assets Between an Investor and its Associate or
Joint Venture

2 |IFRS 17 Insurance Contracts January 1, 2023

3 |Amendments to IAS 1 “Classification of Liabilities as Current or January 1, 2024
Non-current”

4 |Lease Liability in a Sale and Leaseback (Amendments to IFRS 16) January 1, 2024

5 [Non-current Liabilities with Covenants (Amendments to IAS 1) January 1, 2024
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Notes to the Consolidated Financial Statements of K.S. TERMINALS INC. and Its
Subsidiaries (Continued)
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

(1) Amendments to 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
Venture

The amendments aim to address the inconsistency regarding the loss of
control due to the investment in an affiliate or a joint venture through a
subsidiary between IFRS 10 “Consolidated Financial Statements” and
IAS 28 “Investments in Associates and Joint Ventures”. IAS 28
stipulates that when non-monetary assets are invested in exchange for the
equity in an affiliate or a joint venture, the share of the resulting profit or
loss shall be eliminated as the treatment method adopted for downstream
transactions. IFRS 10 stipulates that the total gain or loss upon loss of
control over a subsidiary shall be recognized. The amendments restrict
the above requirements of IAS 28: when assets that constitute a business
as defined in IFRS 3 are sold or purchased, the total resulting gain or loss
shall be recognized.

In the amendments, IFRS 10 was amended so that when an investor sells
or invests in a subsidiary (affiliate or joint venture) that does not
constitute a business as defined by IFRS 3, only the profit or loss arising
therefrom within the scope not belonging to the investor shall be
recognized.

(2) IFRS 17 Insurance Contracts

This standard provides a comprehensive model of insurance contracts,
including all accounting-related elements (recognition, measurement,
presentation, and disclosure principles). The core of the standard is a
regular model. Under this model, during the initial recognition, the group
of insurance contracts are measured at the aggregate amount of
fulfillment cash flows and contractual service margins. The carrying
amount at the end of each reporting period is the sum of the liabilities for
the remaining coverage and the liabilities for incurred claims.

In addition to the regular model, it also provides a specific applicable
method for contracts with direct participation features (variable fee
approach and a simplified method for short-term contracts) (premium
allocation approach).

After this standard was published in May 2017, the amendments were
published in 2020 and 2021. In these amendments, the effective date in
the transitional provisions will be postponed for two years (that is, from
January 1, 2021 postponed to January 1, 2023) with additional
exemptions provided, while some regulations are simplified to reduce
the cost of adopting this standard, and some regulations are amended to
make some scenarios easier to interpret. After this standard becomes
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(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

effective, it will supersede the transitional provisions (i.e. IFRS 4
“Insurance Contracts”).

(3) Amendments to IAS 1 “Classification of Liabilities as Current or
Non-current”

The classification of liabilities as current or non-current in paragraphs
69 to 76 of IAS 1 “Classification of Liabilities as Current or
Non-current” was amended.

(4) Lease Liability in a Sale and Leaseback (Amendments to IFRS 16)

The amendments add seller-lessees additional requirements for the sale
and leaseback transactions in IFRS 16, thereby supporting consistent
application of the standard.

(5) Non-current Liabilities with Covenants (Amendments to IAS 1)

The amendments improved the information companies provide about
long-term debt with covenants. The amendments specify that covenants
to be complied with within twelve months after the reporting period do
not affect the classification of debt as current or non-current at the end of
the reporting period.

The date of applying the above standards or interpretations that have been
published by the IASB but have not yet been endorsed by the FSC shall be
subject to the decisions made by the FSC. The Group assessed the potential
impact of the new or revised standards or interpretations and confirmed that
no material impact was caused on the Group.

IVV. Summary of Significant Accounting Policies Information

1.

Statement of Compliance

The Group’s financial statements for the years ended December 31, 2022 and
2021 have been prepared in accordance with the Regulations Governing the
Regulations Governing the Preparation of Financial Reports by Securities
Issuers, the International Financial Reporting Standards (IFRS), International
Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC
Interpretations (SIC) endorsed and issued into effect by the Financial
Supervisory Commission (FSC) of the Republic of China.

Basis of Preparation
The consolidated financial statements have been prepared on the historical

cost basis except for the financial instruments at fair value. The consolidated
financial statements are presented in thousands of NT dollars (NTD), unless
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otherwise specified.
3. Overview of the Consolidation

Basis for Preparation of Consolidated Financial Statements

When the Company is exposed to variable returns from participation in the
entity or has rights to said variable returns, and has the ability to affect such
returns through its power over the entity, the Company controls the entity. In
particular, the Company controls an investee only when it has the following
three elements at the same time:

(1) Power over an investee (i.e., existing rights that give the current ability
to direct the relevant activities);

(2) Exposed or rights to variable returns from its involvement with an
investee;

(3) Ability to use that power to affect its number of variable returns.

When the Company directly or indirectly holds less than a majority of an
investee's voting rights or similar rights, the Company considers all relevant
facts and situations to assess whether it has power over the investee,
including:

(1) Contractual agreements with other holders of voting rights in the
investee;

(2) Rights arising from other contractual agreements;

(3) \oting rights and potential voting rights.

When the facts and situations indicate that one or more of the three elements
are changed, the Company reassesses whether it still have control over the
investee.

Each subsidiary is included in the consolidated financial statements from the
date of acquisition (i.e., the date when the Company gains control) till the
date when the Company lost its control over the subsidiary. The accounting
period and accounting policies of each subsidiary's financial statements are
consistent with those of the parent company. All intra-group account
balances, transactions, unrealized gains and losses arising from intra-group
transactions and dividends were all eliminated.

Changes in the shareholding in a subsidiary are treated as an equity
transaction if the control over the subsidiary is not lost.

Subsidiaries’ total comprehensive income is attributed to the owners of the

Company and non-controlling interests, even if it results in losses for
non-controlling interests.
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If the Company loses control over a subsidiary, then

(1) The subsidiary’s assets (including goodwill) and liabilities are
de-recognized,
(2) The carrying amounts of all non-controlling interests are
de-recognized,;
(3) The fair value of the acquisition consideration is recognized;
(4) The fair value of any investment retained is recognized,
(5) The amounts of the items recognized in other comprehensive income of
the parent company is reclassified to current profit or loss or retained
earnings;
(6) The difference is recognized as current profit or loss.
The entities in the consolidated financial statements are as follows:
Name of Investor Name of Subsidiary Main Business Activities 2022.12.31 2021.12.31
The Group K.S.T. INTERNATIONAL Financial Investment 100% 100%
HOLDINGS LTD.
The Group JUNG PANG ENTERPRISE LTD. Trade 100% 100%
The Group DRACO K ENTERPRISES, LLC  Trade 100% 100%
The Group TAIBON HOLDING LIMITED Financial Investment 100% 100%
The Group Ifchic Inc. Internet retailing 100% 100%
K.S.T. JIAN BANG (HONG KONG) Financial Investment 100% 100%
INTERNATIONAL HOLDING LTD.
HOLDINGS LTD.
K.S.T. K.S.Terminals (Asia) Co.,Ltd. Production, processing, and 100% 100%
INTERNATIONAL sales of terminal parts
HOLDINGS LTD.
JIAN BANG (HONG  CHIEN HO HSING Production, processing, and 100% 100%
KONG) HOLDING TECHNOLOGY (SUZHOU) CO., sales of terminal parts
LTD. LTD
TAIBON HOLDING K.S.TERMINALS Trade 49% 49%
LIMITED (THAILAND) CO.,LTD.
JIAN BANG (HONG  K.S.TERMINALS COMPANY Trade 100% 100%
KONG) HOLDING LIMITED VIETNAM
LTD.
JIAN BANG (HONG  PT.KSTERMINALS Trade 100% 100%

KONG) HOLDING
LTD.

TECHNOLOGY INDONESIA

Although the Group holds less than 50% of the ordinary shares in
K.S.TERMINALS (THAILAND) CO., LTD., as the Group has de facto
control over the business operations and financial policies of
K.S.TERMINALS (THAILAND) CO., LTD., it is included in the
consolidated statements.
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4. Foreign Currencies

The Group's consolidated financial statements are presented in NTD, the
Company's functional currency. Each entity within the Group determines its
own functional currency and measures its financial statements in the
functional currency accordingly.

Transactions in currencies other than the entity’s functional currency (i.e.
foreign currencies) are recognized at the exchange rates prevailing on the
transaction dates. On each balance sheet date, monetary items denominated
in foreign currencies are translated at the exchange rate prevailing on that
date. Non-monetary items in foreign currencies measured at fair value are
translated at the exchange rate prevailing on that date when the fair value is
measured. Non-monetary items in foreign currencies measured at historical
cost are translated at the exchange rates prevailing on the initial transaction
dates

Except as stated below, exchange differences arising from settlement or translation of monetary items
are recognized in profit or loss for the period in which they occur:

(1) Regarding foreign-currency borrowings incurred to acquire an eligible
asset, if the resulting exchange difference is regarded as an adjustment
to interest costs, it is part of the borrowing cost and is capitalized as the
cost of the asset.

(2) Foreign-currency items to which IFRS 9 "Financial Instruments"
applies are handled in accordance with the accounting policies for
financial instruments.

(3) Regarding monetary items that form part of a reportable entity's net
investment in foreign operations, exchange differences arising
therefrom are initially recognized in other comprehensive income and
are reclassified from equity to profit or loss when the net investment is
disposed of.

When the gain or loss on a non-monetary item is recognized in other
comprehensive income, any exchange gain or loss is recognized in other
comprehensive income. When the gain or loss on a non-monetary item is
recognized in profit or loss, any exchange gain or loss is recognized in profit
or loss.

5. Translation of Foreign-currency Financial Statements

When the consolidated financial statements were prepared, the assets and
liabilities of the foreign operations were translated into NTD at the closing
exchange rate on the balance sheet date. Income and expense items were
translated at the average exchange rates for the period. The resulting
currency exchange differences were recognized in other comprehensive
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income. Any exchange differences arising from translation were recognized
in other comprehensive income. When the foreign operations were disposed
of, the cumulative exchange differences were previously been recognized in
other comprehensive income as an independent component under equity was
reclassified from equity to profit or loss when the gains or losses on disposal
were recognized. Regarding the partial disposal of a subsidiary with foreign
operations (over which the control is lost) and the partial disposal of an
interest in an affiliate or a joint arrangement with foreign operations, where
the retained interest is a financial asset with foreign operations included, it is
also treated as disposal.

Regarding the partial disposal of a subsidiary with foreign operations (over
which the control is not lost), the cumulative exchange difference recognized
in other comprehensive income is re-attributed to the non-controlling
interests of the foreign operations in proportion and is not recognized in
profit or loss. The partial disposal of an affiliate or a jointly controlled entity
with foreign operations (over which the significant influence or joint control
is not lost), when part of the disposal includes affiliated enterprises or jointly
arrangements of foreign operating institutions, the cumulative exchange
difference is reclassified to profit or loss in proportion.

The Group's goodwill arising from the acquisition of a foreign operation and
the adjustment to the fair value of the carrying amounts of its assets and
liabilities are regarding as the foreign operation’s assets and liabilities and
presented in its functional currency.

6. Criteria for Classification of Current and Non-current Assets and Liabilities

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

(1) Assets expected to be realized in the normal operating cycle or
intended to be sold or consumed;

(2) Assets held primarily for the purpose of trading;

(3) Assets expected to be realized within 12 months after the balance sheet
date;

(4) Cash or cash equivalents, excluding assets restricted from being
exchanged or used to settle liabilities for at least 12 months after the
balance sheet date.

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

(1) Liabilities expected to be settled in the normal operating cycle;

(2) Liabilities held primarily for the purpose of trading;

(3) Liabilities expected to be settled within 12 months after the balance
sheet date;
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(4) Liabilities with a repayment deadline that cannot be unconditionally
deferred for at least 12 months after the balance sheet date. However,
the terms of a liability that could, at the option of the counterparty,
result in its settlement by issuing equity instruments do not affect its
classification.

7. Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits, and
short-term time deposits and investments that are highly liquid and readily
convertible into a fixed amount of cash at any time with little risk of value
changes (including time deposits within a duration of three months).

8. Financial Instruments

Financial assets and financial liabilities are recognized when the Group
becomes a party to the contractual provisions of the instruments.

Financial assets and financial liabilities within the scope of IFRS 9
"Financial Instruments™ are measured at fair value upon initial recognition;
the transaction costs that are directly attributable to the acquisition or
issuance of financial assets and financial liabilities (except financial assets
and financial liabilities classified as at fair value through profit or loss) are
added to or subtracted from the fair values of the financial assets and
financial liabilities.

(1) Recognition and Measurement of Financial Assets

Regular trading of financial assets is recognized and derecognized in
accordance with trade date accounting.

The Group classifies financial assets as those subsequently measured at
amortized cost, at fair value through other comprehensive income, or at
fair value through profit or loss based on the two bases below:

A. The business model for financial asset management
B. Contractual cash flow characteristics of financial assets

Financial Assets at Amortized Cost

Financial assets that meet both of the following criteria are measured at
amortized cost and are recognized in the balance sheet as notes or
accounts receivable, financial assets at amortized cost, or other
receivables:

A. Business model for financial asset management: Holding
financial assets to collect contractual cash flows.
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B. Contractual cash flow characteristics of financial assets: The cash
flow is entirely the payment for principal and the interest on the
outstanding principal.

Such financial assets (excluding those for hedging) are subsequently
measured at the amortized cost [the amount measured upon initial
recognition, less the principal repaid, plus or less the cumulative
amortization of the differences between the initial amount and the due
amount (the effective interest approach adopted), with the allowance
for losses adjusted]. The gain or loss is recognized in profit or loss
upon de-recognition, through the amortization process, or when an
impairment gain or loss is recognized.

Interest accrued using an effective interest method (effective interest
rate multiplied by the total book value of a financial asset) or based on
the situations below is recognized in profit or loss:

A. In the case of a credit-impaired financial asset purchased or
created, the credit-adjusted effective interest rate is multiplied by
the amortized cost of the financial asset;

B. Ifitis not the case but subsequently becomes credit-impaired, the
effective interest rate is multiplied by the amortized cost of the
financial asset.

Financial Assets at Fair Value Through Other Comprehensive Income

Financial assets that meet both of the following criteria are measured at
fair value through other comprehensive income and recognized in the
balance sheet as financial assets at fair value through other
comprehensive income:

A. The business model for financial asset management: Collection
of contractual cash flows and sales of financial assets.

B. Contractual cash flow characteristics of financial assets: The cash
flow is entirely the payment for principal and the interest on the
outstanding principal.

The recognition of relevant gains and losses on such financial assets is
specified below:

A. Before de-recognition or reclassification, except for impairment
gains or losses and foreign currency exchange gains or losses that
are recognized in profit or loss, such gains or losses are
recognized in other comprehensive income.

B. Upon de-recognition, the cumulative gain or loss previously
recognized in other comprehensive income is reclassified from
equity to profit or loss as a reclassification adjustment.
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C. Interest accrued using an effective interest method (effective
interest rate multiplied by the total book value of a financial
asset) or based on the situations below is recognized in profit or
loss:

(@) Inthe case of a credit-impaired financial asset purchased or
created, the credit-adjusted effective interest rate is
multiplied by the amortized cost of the financial asset;

(b) If it is not the case but subsequently becomes
credit-impaired, the effective interest rate is multiplied by
the amortized cost of the financial asset.

In addition, regarding equity instruments within the scope of IFRS 9
that are neither held for trading nor contingent consideration
recognized by an acquirer in a business combination to which IFRS 3
applies, the Group, upon initial recognition, elects (irrevocably) to
recognize the subsequent changes in the fair values thereof in other
comprehensive income. The amount recognized in other
comprehensive income must not be subsequently reclassified to profit
or loss (when such equity instruments are disposed of, it will be
included in the cumulative amount of other equity items and directly
transferred to retained earnings) and is recognized in the balance sheet
as a financial asset at fair value through other comprehensive income.
Investment dividends are recognized in profit or loss unless they
clearly represent a recovery of part of the cost of the investment.

Financial Assets at Fair Value Through Profit or Loss

Except for the above financial assets in alignment with specific criteria
that are measured at amortized cost or fair value through other
comprehensive income, financial assets are measured at fair value
through profit or loss and recognized in the balance sheet as financial
assets at fair value through profit or loss.

Such financial assets are measured at fair value, and any gain or loss
arising from remeasurement is recognized in profit or loss. The gain or
loss recognized in profit or loss includes any dividends or interest
received due to the financial asset.

Impairment of Financial Assets

The Group's investments in debt instruments at fair value through other
comprehensive income and financial assets at amortized cost are
recognized as expected credit losses with an allowance for losses
provided. An allowance for losses on an investment in a debt
instrument measured at fair value through other comprehensive income
is recognized in other comprehensive income without reducing the
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carrying amount of the investment.

The Group measures expected credit losses in a way that reflects the
following:

A. An unbiased, probability-weighted amount determined by
evaluating each potential outcome

B. Time Value of Money

C. Reasonable and Corroborative Information Related to Past
Events, Present Conditions, and Future Economy Forecasts
(which can be accessed without an excessive cost or investment
on the balance sheet date)

The methods of measuring an allowance for losses are specified below:

A. Measured at 12-month expected credit losses: Including financial
assets with the credit risk not increasing significantly since the
initial recognition or those with an estimated low credit risk on
the balance sheet date. Also, it also includes an allowance for the
lifetime expected credit losses during the prior reporting period,
without meeting the indicator that the credit risk has significantly
increased since the initial recognition on the balance sheet date of
this period.

B. Measured at lifetime expected credit losses: Including financial
assets with the credit risk increasing significantly since the initial
recognition or credit-impaired financial assets purchased or
created.

C. For accounts receivable or contract assets arising from
transactions within the scope of IFRS 15, the Group measures an
allowance for lifetime expected credit losses.

D. For lease receivables arising from transactions within the scope
of IFRS 16, the Group measures an allowance for lifetime
expected credit losses.

On each balance sheet date, the Group evaluates whether the credit risk
of a financial instrument has increased significantly after the initial
recognition by comparing the default risk of the financial instrument on
the balance sheet date and the initial recognition date. Please refer to
Note 12 for relevant credit risk information.

Derecognition of Financial Assets

The Group derecognizes a financial asset held in the case of any of the
following circumstances:

A. The contractual rights to receive the cash flows from the financial
asset have expired.
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B. A financial asset is transferred with all the risks and rewards attached
to the ownership of the asset substantially transferred to the
counterparty.

C. All the risks and rewards attached to the ownership of the asset are
neither substantially transferred nor retained, but the control over the
asset is transferred.

When a financial asset as a whole is de-recognized, the difference
between its carrying amount and the sum of the consideration received

or receivable plus any cumulative gain or loss recognized in other
comprehensive income is recognized in profit or loss.

Financial Liabilities and Equity Instruments

Classification of Liabilities and Equity

Liabilities and equity instruments issued by the Group are classified as
financial liabilities or equity as per the substance of the agreement and
the definitions of financial liabilities and equity instruments.

Equity Instruments

Equity instrument refers to any contract that demonstrates the Group's
remaining interest in assets less all of its liabilities. Equity instruments
issued by the Group are recognized at the acquisition prices, less the
direct issuance cost.

Hybrid Instruments

The Group recognizes the components of financial liabilities and equity
for the convertible corporate bonds issued in accordance with the
contractual terms. Also, for the issued convertible corporate bonds,
before the equity elements are distinguished, whether the economic
characteristics and risks of the embedded call and put options are
closely related to the main debt products are assessed.

For the liability without derivatives involved, after the market interest
rate assessment of the non-convertible bonds with similar fair values,
the amount of the liability is classified as financial liabilities at
amortized cost before conversion or redemption. Regarding the
embedded derivatives with their economic characteristics and risks not
closely related to the master contract (such as the embedded repurchase
right and the redemption right with the exercise price confirmed to be
unable to be almost equal to the amortized cost of the debt products on
each exercise date), except for equity component, they are classified as
a liability component and measured at fair value through profit or loss
after the balance sheet date. The amount of the equity component is
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determined at the fair value of the convertible corporate bonds less the
liability component, and its book value is not remeasured in the period
following the balance sheet date. If the issued convertible corporate
bond does not include an equity element, it is handled as a hybrid
instrument in accordance with IFRS 9.

Transaction costs are allocated to the liability and the equity
components in proportion to the percentage of the initially recognized
convertible corporate bonds allocated to the liability and the equity
components.

When a holder of the convertible corporate bonds requests the exercise
of their conversion right before the convertible corporate bonds
matures, the carrying amount of the liability component shall be
adjusted to the carrying amount that should have been upon conversion
as the basis for accounting for ordinary shares issued.

Financial Liability

Financial liabilities that fall within the scope of IFRS 9 are classified as
either financial liabilities at fair value through profit or loss or financial
liabilities at amortized cost upon initial recognition.

Financial Liabilities at Fair VValue Through Profit or Loss

Financial liabilities at fair value through profit or loss include financial
liabilities held for trading and financial liabilities designated at fair
value through profit or loss.

When satisfying one of the criteria below, it is classified as a liability
held for trading:

A. The acquisition is mainly for short-term sale;

B. It is part of a portfolio of identifiable financial instruments that
are managed on a consolidated basis upon initial recognition,
with evidence showing that the portfolio has recently been used
to make a short-term profit; or

C. Derivatives (excluding financial guarantee contracts or effective
designated hedging instruments).

For contracts containing one or more embedded derivatives, an overall
hybrid (combined) contract can be designated as a financial liability at
fair value through profit or loss; when it is aligned with one of the
factors below with more relevant information that can be provided, it is
designated as a financial liability at fair value through profit or loss
upon initial recognition:
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A. The designation eliminates or considerably reduces the
measurement or recognition inconsistency; or

B. The performance of a group of financial liabilities or a group of
financial assets and financial liabilities is managed and measured
at fair value in accordance with the written risk management or
investment strategies, and the portfolio information provided to
the management team within the Group is also measured at fair
value.

Any gain or loss arising from remeasurement of such financial
liabilities is recognized in profit or loss. The gain or loss recognized in
profit or loss includes any interest paid for the financial liability.

Financial Liabilities at Amortized Cost

Financial liabilities measured at amortized cost, including payables
and borrowings, are subsequently measured using the effective interest
method after the initial recognition. When financial liabilities are
de-recognized and amortized with the effective interest method, the
relevant gains or losses and amortizations are recognized in profit or
loss.

The amortized cost is calculated with the discount or premium and the
transaction cost upon acquisition taken into account.

Derecognition of Financial Liabilities

When the obligations of financial liabilities are lifted, cancelled, or
expire, the financial liabilities are derecognized.

When the Group exchanges debt instruments with materially different
terms with a creditor or significantly changes all or part of the terms of
the existing financial liabilities (financial difficulties or not), the initial
liabilities are derecognized and new liabilities are recognized. When a
financial liability is derecognized, the difference between its carrying
amount and the total consideration paid or payable (including the
non-cash assets transferred or the liabilities assumed) is recognized in
profit or loss.

Offset of Financial Assets and Liabilities

Financial assets and financial liabilities can only be offset and
presented in the balance sheet as a net amount when the recognized
amount is legally entitled to be offset with an intension to be settled in
a net amount or realize the asset and settle the liability at the same
time.
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Derivatives

The derivatives held or issued by the Group are used to hedge the exchange
rate risk and the interest rate risk. Among them, those designated to
effectively hedge risks are recognized as financial assets or liabilities for
hedging purposes in the balance sheet; the remaining not designated to
effectively hedge risks, are presented in the balance sheet as financial assets
or financial liabilities at fair value through profit or loss.

A derivative is initially recognized at fair value on the date the derivative
contract is signed and subsequently measured at fair value. When the fair
value of the derivative is a positive figure, it is a financial asset; a negative
figure, it is a financial liability. Any change in the fair value of the derivative
Is recognized directly in profit or loss, but if hedging is involved and
effective, the derivative is recognized in profit or loss or equity depending on
the type of hedging.

Where a master contract is about a non-financial asset or financial liability, if
the economic characteristics and risks of the derivative embedded in the
master contract are not closely related to the master contract, and the master
contract is not measured at fair value through profit or loss, the embedded
derivative should be regarded as an independent derivative.

Fair Value Measurement

Fair value is the price that can be received from a sale of an asset or paid to
transfer a liability in an orderly transaction between market participants. It is
assumed that the sale of the asset or transfer of the liability takes place in one
of the markets below when the fair value is measured:

(1) The principal market for the asset or liability, or
(2) If there is no principal market, the most favorable market for the asset
or liability.

The principal or most favorable market should be accessible for the Group to
trade in.

The measurement of the fair value of an asset or a liability serves as an
assumption that market participants would adopt when pricing the asset or
liability in the best economic interest of the market participants.

The fair value of a non-financial asset is measured based on market
participants’ ability to make the most of or put the asset to the best use or by
selling the asset to another market participant who will make the most of or
put the asset to the best use to generate economic benefits.
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The Group measures the fair value using a valuation technique that is
appropriate in relevant situations with sufficient information available and
maximizes the use of relevant observable inputs while minimizing the use of
unobservable inputs.

Inventories

Inventories are valued at the lower of cost or net realizable value with an
item-by-item comparison method.

Costs refer to the costs incurred in bringing inventories to a condition and
location ready for sale or production.

Raw materials are valued at the actual purchase cost with a weighted average
method.

Finished goods and works-in-process include direct raw materials, labor, and
fixed manufacturing overhead apportioned based on normal production
capacity, excluding the borrowing costs.

The net realizable value is calculated based on the estimated selling price,
less the costs and selling expenses required till completion in the ordinary
course of business.

The provision of services is handled in accordance with IFRS 15 outside the
scope of inventories.

Investments Using the Equity Method

The Group's investments in affiliates are accounted for using the equity
method, except for assets that are classified as assets held for sale. Affiliates
refer to those on which the Group has significant influence. A joint venture
refers to a type of arrangement whereby the Group has rights to the net assets
of the joint arrangement (those with joint control).

With an equity method adopted, an investment in an affiliate or joint venture
recognized in the balance sheet is the amount of cost, plus the amount of the
net change in the Group's net assets in the affiliate after the acquisition in
proportion to the Group’s shareholding. After the carrying amount of the
investment in the affiliate or joint venture and other relevant long-term
interests are reduced to zero using the equity method, additional losses and
liabilities are recognized only to the extent that the Group has incurred legal
obligations, or constructive obligations, or made payments on behalf of said
affiliate. Unrealized gains or losses arising from transactions between the
Group and its affiliates or joint venture are eliminated in proportion to its
equity in the affiliates or joint ventures.
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When a change in the equity in an affiliate or joint venture does not occur
due to an item under profit or loss or other comprehensive income and does
not affect the Group's shareholding, the Group recognizes the change in
ownership interests in proportion to its shareholding. Therefore, when the
affiliate or joint venture is subsequently disposed of, the capital surplus
recognized is transferred to profit or loss in proportion to the disposal.

In the event of issuance of new shares by an affiliate or joint venture, when
the Group does not subscribe in proportion to its shareholding, resulting in a
change in the proportion of investment and an increase or decrease in the
Group's share in the affiliate or joint venture’s net assets, “capital surplus”
and "investments using the equity method" are adjusted accordingly. When
the proportion of investment decreases, the relevant items previously
recognized in other comprehensive income will be reclassified to profit or
loss or other appropriate accounts depending on the percentage of the
decrease. When the affiliate or joint venture is subsequently disposed of, the
above capital surplus recognized is transferred to profit or loss in proportion
to the disposal.

The affiliates or joint ventures ° financial statements are prepared for the
same reporting period as the Group’s and adjusted to align their accounting
policies with the Group’s.

At the end of each reporting period, the Group confirms if there is objective
evidence indicating any impairment of its investments in affiliates or joint
ventures in accordance with “IAS 28 — Investments in Associates and Joint
Ventures”. If it is the case, the Group calculates the impairment based on the
difference between the recoverable amount and the carrying amount of the
affiliate or joint venture in accordance with 1AS 36 "Impairment of Assets"
and recognizes the amount in the profit or loss on the affiliate or joint
venture. If the value in use of the investment is adopted for the above
recoverable amount, the Group determines the relevant values in use based
on the estimates below:

(1) The Group's share of the present value of the estimated future cash
flows generated from an affiliate or joint venture, including the cash
flow generated by the affiliate or joint venture due to its operations and
the proceeds from the disposal of the investment; or

(2) The present value of the estimated future cash flows from dividends
from the investment that the Group expects to receive and the proceeds
from the disposal of the investment.

As the components of goodwill that constitute the carrying amount of an
investment in an affiliate or joint venture are not separately recognized, it is
not necessary to apply IAS 36 "Impairment of Assets" regarding the goodwill
impairment test.
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When the significant influence on an affiliate or joint control over joint
venture is lost, the Group measures and recognizes the retained investment at
fair value. When the significant influence or joint control is lost, the
difference between the carrying amount of the investment in the affiliate or
joint venture and the fair value of the retained investment, plus the proceeds
from the disposal, is recognized in profit or loss. Also, when an investment in
an affiliate becomes an investment in a joint venture, or an investment in a
joint venture becomes an investment in an affiliate, the Group continues to
adopt the equity method without re-measuring the retained equity.

Property, plants and equipment

Property, plants and equipment are accounted for on the basis of acquisition
cost and recognized after accumulated depreciation and impairment are
deducted. The above costs include the cost of dismantling or removing of
property, plants and equipment and restoring the location, and necessary
interest expenses arising from unfinished projects. Each component of
property, plants and equipment is depreciated separately if it is significant.
When a major component of property, plants and equipment needs to be
replaced regularly, the Group regards it as an individual asset and recognizes
it separately with a specific useful life and a depreciation method. The
carrying amount of the replaced part should be derecognized in accordance
with the requirement for derecognition under IAS 16 "Property, Plants and
Equipment”. If a major examination or repair cost meets the criteria for
recognition, it is regarded as a replacement cost and recognized as part of the
carrying amount of plants and equipment, while other repair and maintenance
expenses are recognized in profit or loss

Assets below are depreciated on a straight-line basis over the estimated
useful lives:

Assets Useful Life
Property and Buildings 5-50 years
Machinery and Equipment 3-15 years
Transportation Equipment 4-10 years
Office Equipment 3-10 years
Leasehold Improvements 3-10 years
Miscellaneous Equipment 3-20 years

After the initial recognition of property, plants and equipment or any
important component, if it is disposed of or no economic effect arising from
the use or disposal is expected, it will be derecognized and recognized in
income or loss

The residual value, years of useful life, and depreciation method of property,
plants and equipment are assessed at the end of each fiscal year. If the

125



Notes to the Consolidated Financial Statements of K.S. TERMINALS INC. and Its

Subsidiaries (Continued)

(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

14.

15.

expected value is different from the previous estimate, the change is
considered as a change in accounting estimation.

Investment Property

The Group’s self-owned investment property is initially measured at cost,
including transaction cost of the property. The carrying amount of investment
property includes the cost of repairing or adding to the existing investment
property under the condition that the cost can be recognized; however, the
repair or maintenance costs that usually occur on a daily basis are not
included as part of the cost. After initial recognition, except for those
meeting the criteria for being classified as those held for sale (or included in
the disposal group classified as held for sale) in accordance with IFRS 5
“Non-current Assets Held for Sale and Discontinued Operations”; As per
IAS 16 “Property, Plants and Equipment” regarding such a situation, if such
an asset is held by the lessee as a right-of-use asset and is not held for sale as
per IFRS 5, it is handled in accordance with IFRS 16.

Assets below are depreciated on a straight-line basis over the estimated
useful lives:

Assets Useful Life
Buildings 10-20 years

Investment property is derecognized and recognized in profit or loss when it
is disposed of or will never be used again without future economic benefits
expected to be generated from the disposal.

The Group decides to transfer an asset in or out of investment property
depending on the actual use of the assets.

When a property meets or no longer meets the definition of investment
property with evidence showing that the purpose has changed, the Group will
reclassify the property as investment property or transfer it out of investment

property.
Leasing

The Group assesses whether or not an arrangement is (or includes) a lease
arrangement on the inception of the agreement. If an agreement transfers
control over the use of an identified asset for a period of time in exchange for
consideration, the agreement is (or includes) a lease arrangement. In order to
assess whether the agreement transfers control over the use of the identified
asset for a period of time, the Group assesses whether it meets both of the
following conditions during the entire period of use:
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(1) Obtaining the right to almost all economic benefits from the use of the
identified asset; and
(2) The right to direct the use of the identified asset.

For the agreement that belongs to (or includes) a lease arrangement, the
Group treats each lease component in the agreement as a separate lease and
treats it separately from the non-lease component in the agreement. For the
agreement that includes one lease component and one or more additional
lease or non-lease components, the Group adopts the relative standalone
price of each lease component and the aggregate standalone prices of the
non-lease components as the basis to distribute the consideration in the
agreement to the lease component. The relative standalone prices of lease
and non-lease components are determined on the basis of the prices charged
by the lessor (or similar suppliers) for the components (or similar
components). If an observable standalone price is not readily available, the
Group maximizes the use of observable information to estimate the
standalone price.

The Group as Lessee

In addition to meeting and selecting short-term leases or leases of low-value
underlying assets, when the Group is the lessee of a lease contract, all leases
are recognized in right-of-use assets and lease liabilities.

The Group measures the lease liabilities on the inception date based on the
present value of the lease payments not yet paid on that date. If the implied
interest rate of the lease is easily determined, the lease payments will be
discounted to their present value using that interest rate. If such interest rate
is not easily determined, the incremental borrowing rate will be used. On the
inception date, the lease payments included in the lease liabilities include the
following payments related to the right to use the underlying assets during
the lease period and not yet paid on that date:

(1) Fixed payment (including substantive fixed payment) less any lease
incentives that can be collected;

(2) Lease payment that depends on changes in an index or rate (using the
index or rate on the inception date for initial measurement);

(3) The amount expected to be paid by the lessee under the residual value
guarantee;

(4) If the Group can reasonably determine the exercise price of call option,
it will exercise the option; and

(5) The penalty payable for the termination of a lease, if there is a sign that
the lessee, in the lease period, will exercise the option of terminating
the lease.

After the inception date, the Group measures the lease liabilities at amortized
cost, and increases the carrying amount of the lease liabilities using the
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effective interest method to reflect the interest on the lease liabilities; the
lease payments reduce the carrying amount of the lease liabilities.

On the inception date, the Group measures the right-of-use assets at cost. The
cost of the right-of-use assets includes:

(1) The monetary amount of the lease liability initially measured,

(2) Any lease payments made on or before the inception date less any lease
incentives received,

(3) Any initial direct costs incurred by the lessee; and

(4) An estimate of costs to be incurred 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.

Subsequent measurement of the right-of-use assets is presented after the cost
less the accumulated depreciation and accumulated impairment loss, i.e. the
cost model is applied to measure the right-of-use assets.

If the ownership of the underlying asset is transferred to the Group when the
lease period expires, or if the cost of the right-of-use assets reflects that the
Group will exercise the call option, the right-of-use assets will be depreciated
from the commencement date to the end of the useful life of the underlying
asset. Otherwise, the Group depreciates the right-of-use assets from the
inception date to the end of the useful life of the right-of-use assets or to the
expiration of the lease period, whichever is earlier.

The Group applies IAS 36 “Impairment of Assets” to determine whether a
right-of-use asset is impaired and to deal with any identified impairment
losses.

In addition to meeting and selecting short-term leases or leases of low-value
underlying assets, the Group presents right-of-use assets and lease liabilities
in the balance sheet, and presents lease-related depreciation expenses and
interest expenses separately in the statement of comprehensive income.

For short-term leases and leases of low-value underlying assets, the Group
chooses to adopt the straight-line basis or another systematic basis to
recognize the lease payments related to said leases in expenses over the lease
term.

The Group as a Lessor

The Group classifies each of its leases as operating leases or financial leases
on the contract inception date. If a lease transfers almost all the risks and
rewards attached to the ownership of the underlying asset, it is classified as a
financial lease; if it does not transfer said matters, it is classified as an
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operating lease. On the inception date, the Group recognizes the assets held
under the finance leases in the balance sheet and presents them as financial
lease receivables based on the net lease investment.

For agreements that include lease components and non-lease components, the
Group applies IFRS 15 to distribute the consideration in the agreements.

The Group recognizes lease payments from operating leases as rental income
on a straight-line basis or another systematic basis. For operating leases,
lease payments that are not dependent on change in some index or rate are
recognized as rental income when they occur.

Intangible Assets

Intangible assets that are acquired separately are initially measured at cost.
The cost of intangible assets acquired through a business combination is the
fair value at the acquisition date. After initial recognition of intangible assets,
the carrying amount is the amount of the cost less accumulated amortization
and accumulated impairment losses. Internally generated intangible assets
that do not meet the recognition criteria shall not be capitalized, but shall be
recognized in profit or loss when they occur.

The useful life of intangible assets is divided into limited and indefinite
useful life.

Intangible assets with a limited useful life are amortized over their useful life,
and an impairment test is performed when there are signs of impairment. The
amortization period and method of intangible assets with limited useful life
are reviewed at least at the end of each fiscal year. If the estimated useful life
of an asset is different from the previous estimate, or the expected pattern of
future economic benefit consumption has changed, the amortization method
or period will be adjusted and considered as a change in accounting
estimation.

Intangible assets with indefinite useful lives are not amortized, but
impairment tests are conducted to each asset or based on the level of
cash-generating units each year. Intangible assets with indefinite useful lives
are assessed in each period whether there are events and circumstances that
continue to support that the asset’s useful life is still indefinite. If the useful
life is changed from indefinite to limited, the application will be applied
prospectively.

The profit or loss arising from the derecognition of an intangible asset is
recognized as profit or loss.
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The Group’s accounting policy for intangible assets is summarized as

follows:
Computer Other
Patents ~OMpUTET. Intangible
— Software
B Assets
Useful Life 13-20 years 1-5 years 2-10 years
N Straight-line  Straight-line Straight-line
Amortization Method Method Method Method
Internal Generation or External External External
External Acquisition Acquisition Acquisition Acquisition

17. Impairment of Non-financial Assets

At the end of each reporting period the Group assesses whether all assets
subject to IAS 36 “Impairment of Assets” show signs of impairment. If there
is any indication of impairment or an impairment test is required for an asset
on a regular basis each year, the Group tests the individual asset or the
cash-generating unit to which the asset belongs. If the carrying amount of an
asset or the cash-generating unit to which the asset belongs is greater than the
recoverable amount in an impairment test, the impairment loss is recognized.
The recoverable amount is the higher of fair value, less disposal cost, or
value in use.

At the end of each reporting period, the Group assesses assets other than
goodwill to see whether there are indications that the previously recognized
impairment losses may no longer exist or may be decreased. In the event of
such an indication, the Group estimates the recoverable amount of the asset
or cash-generating unit. If the recoverable amount is increased due to the
change in the estimated service potential of the asset, the impairment amount
is reversed. However, the reversed carrying amount shall not exceed that
before recognizing impairment loss and after deducting depreciation or
amortization.

The cash-generating unit or group to which the goodwill belongs, regardless
of whether there are signs of impairment, is subject to impairment tests on an
annual basis. If the result of an impairment test needs to be recognized as an
impairment loss, the goodwill will be deducted first, and the amount after
deduction will be allocated to other assets other than goodwill based on the
relative proportion of the carrying amount. Once the impairment of goodwill
is recognized, it shall not be reversed for any reason thereafter.

The impairment loss and reversal amount of the continuing operations are
recognized in profit or loss.
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19.

Provisions

Provisions are recognized when there is present legal or constructive
obligations as a result of past events, and it is probable that an outflow of
economic resources will be required to settle the obligation and the amount
of the obligation can be reliably estimated. When the Group expects that
some or all of the provisions can be reimbursed, only when the
reimbursement is almost completely certain, it will be recognized as a
separate asset. If the time value of money has a material impact, the
provisions discounted at the current pre-tax interest rate can appropriately
reflect the specific risks of the liability. When liability is discounted, the
increase in the amount of liability due to the passage of time is recognized as
a borrowing cost.

Recognition of Revenue

The Group’s revenue from customer contracts mainly includes the sales of
goods and provision of services. The accounting treatments are specified
below:

Product Sales

The Group manufactures and sells products and recognizes revenue when the
promised products are delivered to a customer and the customer obtains
control over them (i.e., the customer’s ability to guide the use of the products
and obtain almost all the remaining benefits of the products). Its main
products are connectors and wires or cables, and the sales are recognized in
revenue at the prices stated in the contracts.

The credit period of the Group's products sold is 90 days. All contracts are
recognized as accounts receivable when the control over the products is
transferred with an unconditional right to receive consideration. Such
accounts receivable are usually short-term without major financial
components.

Provision of Services

The Group mainly provides processing services for connectors. Such services
are individually priced or negotiated and recognized in revenue when the
promised processed products are delivered to a customer and the customer
obtains control over them (i.e., the customer’s ability to guide the use of the
products and obtain almost all the remaining benefits of the products).
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20.

21.

22.

Borrowing Costs

Borrowing costs that can be directly attributable to the acquisition,
construction, or production of qualified assets are capitalized as part of the
costs of the assets. All other borrowing costs are recognized as expenses in
the period in which they are incurred. Borrowing costs include interest and
other costs incurred in relation to borrowings.

Post-employment Benefit Plan

The pension plan for the Group’s employees applies to all full-time
employees. The employee pension fund is fully contributed to the Labor
Pension Reserves Committee and deposited in the pension fund account. The
aforementioned pension is deposited in the name of the Labor Pension
Reserves Committee, which is completely separate from the Group, so it is
not included in the consolidated financial statements in the preceding
paragraph. The pension plan for employees at overseas subsidiaries is
handled in accordance with local laws and regulations.

For the defined contribution pension plan, the monthly pension payable rate
of the Group and domestic subsidiaries shall not be less than 6% of the
employees’” monthly salary, and the amount of the provision shall be
recognized in current expenses; overseas subsidiaries make contributions at
specified local rates and recognize them in current expenses.

Income Tax

Income tax expenses (benefits) refer to the sum related to current income tax
and deferred tax included in the current profit or loss.

(1) Current Income Tax

The current income tax liabilities (assets) related to the current and
prior periods are measured at the legislated or substantially legislated
tax rates and tax laws at the end of the reporting period. The current
income tax related to the items recognized in other comprehensive
income or directly recognized in the equity is recognized in other
comprehensive income or equity instead of being recognized in the
profit or loss

A surtax of the profit-seeking enterprise income tax levied on the
undistributed earnings is recognized as income tax expense on the date
when the distribution of earnings is resolved in the shareholders’
meeting.
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(2) Deferred Tax

The deferred tax is calculated according to the temporary difference
between the taxable amount of assets and liabilities and the carrying
amount on the balance sheet at the end of the reporting period.

All taxable temporary differences are recognized as deferred tax
liabilities except for the following two items:

A. The initial recognition of goodwill, or the initial recognition of an
asset or liability that does not arise from a business combination
and does not affect accounting profits and taxable income (loss)
at the time of the transaction conducted,

B. The taxable temporary difference arising from the investment in
subsidiaries, associates, and joint equity. Also, the timing of
reversal is controllable, and it is not likely to be reversed in the
foreseeable future;

Except for the following two items, deductible temporary difference
and deferred tax assets arising from the taxable losses and income tax
credit are recognized within the range of probable future taxable
income:

(A) Itis related to the deductible temporary difference from the initial
recognition of an asset or liability that does not arise from a
business combination and does not affect accounting profits and
taxable income (loss) at the time of the transaction conducted.;

(B) Itis related to the deductible temporary differences arising from
the investment in subsidiaries, associates, and interests in joint
ventures. It is recognized within the range of probable reversal in
the foreseeable future and there is sufficient taxable income at the
time the temporary difference occurred.

Deferred tax assets and liabilities are measured at the tax rate of the
expected asset realization or in the period in which the liability is
settled. The tax rate is based on the legislated or substantially legislated
tax rates and tax laws at the end of the reporting period. The
measurement of deferred tax assets and liabilities reflects the tax
consequences arising from the manner in which the asset is expected to
be recovered or the book value of the liability is settled at the end of
the reporting period. If the deferred tax is related to items that are not
included in the profit or loss, it will not be recognized in profit or loss,
but recognized in other comprehensive income according to the
relevant transactions or directly recognized in equity. Deferred tax
assets are reexamined and recognized at the end of each reporting
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period.

Deferred tax assets and liabilities can be legally offset against each
other only in the current period, and the deferred tax is related to the
same taxation entity and is related to the income tax levied by the same
taxation authority.

V. Critical Accounting Judgments, Assumptions, and Key Sources of
Estimation Uncertainty

When the consolidated financial statements are prepared by the Group, the
management must make judgments, estimates, and assumptions at the end of the
reporting period, which will affect the disclosures of income, expenses, assets,
and liabilities, and contingent liabilities. However, the uncertainty of these
significant assumptions and estimates may result in a significant adjustment to the
book value of an asset or liability in the future period.

Estimation and Assumption

The main source of information on the estimation and assumption with
uncertainty at the end of the reporting period has significant risks that result in
significant adjustments to the carrying amounts of assets and liabilities in the next
fiscal year. The explanations are given as follows:

(1) Inventories

The net realizable value of inventories is estimated based on the most
reliable evidence of the expected realizable number of inventories
available upon estimation by taking into accounting the fact that the
inventory may be damaged or wholly or partially obsolete, or the
selling price has dropped. Please refer to Note 6 for details.

(2) Fair Values of Financial Instruments

When the fair values of financial assets and financial liabilities
recognized in the balance sheet cannot be obtained from the active
market, the fair value will be determined using evaluation techniques,
including the income approach (such as cash flow discount model) or
market approach. The changes in the assumptions of said approaches
will affect the fair value of the financial instruments reported. Please
refer to Note 12 for details.

(3) Income Tax
The uncertainty of income tax exists in the interpretation of complex

tax regulations and the amount and timing of future taxable income.
Due to a wide range of international business relationships and the
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long-term and complexity of contracts, the differences between actual
results and assumptions made, or changes in such assumptions in the
future, may cause the booked income tax benefits and expenses to be
adjusted in the future. The recognition of income tax is a reasonable
estimation made according to the possible audit results of the local tax
authorities of the countries in which the Group operates. The amount
recognized is based on different factors, such as previous tax audit
experience and the difference in tax law interpretation between the tax
entity and the tax authority. The difference in interpretation may result
in a variety of issues due to the local situation of the country where an
individual enterprise of the Group operates.

The carryforwards of the taxable loss and income tax credit and
deductible temporary differences are recognized as deferred tax assets
within the range of probable future taxable income or taxable
temporary differences. The amount of the deferred income tax assets to
be recognized is estimated according to the possible timing and level of
the future taxable income and taxable temporary difference, and also,
the future tax planning strategy.

V1. Description of Significant Accounting Items

1.

2.

Cash and Cash Equivalents

2022.12.31 2021.12.31
Cash on Hand $3,162 $2,717
Demand Deposits 1,075,019 814,844
Time Deposits 1,264,974 1,364,544
Investment in Notes with Repurchase 170,157 -
Agreement — Ta Ching Bills Finance
Corporation
Total $2,513,312 $2,182,105

The Group did not receive collateral for the cash and cash equivalents.

Financial Assets at Fair Value Through Profit or Loss — current

2022.12.31 2021.12.31
Mandatorily as at Fair Value Through
Profit or Loss:
Funds $301,236 $224,071
Financial Products 114,088 -
Total $415,324 $224,071

The Group did not provide financial assets at fair value through profit or
loss as collateral.
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3. Financial Assets at Amortized Cost

2022.12.31 2021.12.31

Time Deposits $138,381 $55,319

The Group classified some financial assets as financial assets at amortized
cost. The above financial assets at amortized cost were not provided as
collateral. Please refer to Note 12 for the information on credit risk.

4. Net Accounts Receivable

2022.12.31 2021.12.31
Accounts Receivable $773,180 $885,908
Less: Allowance for Losses (6,487) (6,457)
Total $766,693 $879,451

The Group did not receive collateral for the accounts receivable.
The Group’s credit period to clients is usually 90 days. Please refer to Note
6.16 for the information on allowances for losses provided for 2022 and
2021. Please refer to Note 12 for relevant credit risk information.

5. Other Receivables

2022.12.31 2021.12.31
Restricted Assets $266,977 $526,618
Others 9,895 25,753
Total $276,872 $552,371

Please refer to Note 8 for details of the collateral received by the Group for
other receivables.

6. Inventories

The details are as follows:

2022.12.31 2021.12.31
Raw Materials $342,812 $622,663
Works-in-Progress 77,593 160,012
Finished Goods 1,125,730 1,365,892
Merchandise 188,063 78,406
Goods in Transit 33,691 33,729
Total $1,767,889 $2,260,702

The costs of the Group's inventories recognized as cost of goods sold for
2022 and 2021 amounted to NTD3,240,321 thousand and NTD3,091,836
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thousand, respectively, including inventory valuation losses of NTD7,543
thousand and NTD4,739 thousand, respectively.

The above inventories were not provided as collateral.

7. Financial Assets at Fair Value Through Other Comprehensive Income

2022.12.31 2021.12.31
Investments in Equity Instruments at
Fair Value Through Other
Comprehensive Income - non-current:
Honley Auto. Parts Co., Ltd. $- $295,230
Cayman Engley Industrial Co.,Ltd. 69,562 89,786
Chi Rui (Cayman) Holding Limited 38,521 42,505
Total $108,083 $427,521

(1) The Group did not provide financial assets at fair value through other
comprehensive income as collateral.

(2)  On October 20, the Group increased the equity interest invested
in Honley Auto. Parts Co., Ltd. As of December 31, 2022, the
shareholding ratio increased from 15.84% to 25%. The
investment was reclassified as investment using the equity
method. Please refer to Item 8 of Note 6 for relevant information.

(3) The Group purchased 57,000 shares and sold 6,000 shares in the third
and fourth quarter of 2022. As of December 31, 2022, the total number
of shares held was 1,137,000; the investment cost was NTD139,029
thousand, with the shareholding ratio rising from 0.86% to 0.96%.

The Group’s dividend income related to equity instruments at fair value through
other comprehensive income for the years ended December 31, 2022 and 2021
were as follows:

2022 2021
Related to investments held at the end of $4,320 $6,660
the reporting period
Related to investments disposed during - -
the reporting period
Dividend Income recognized during the $4,320 $6,660
reporting period

In consideration of the Group’s investment strategy, the Group disposed and
derecognized partial equity instruments at fair value through other
comprehensive income. Details of derecognition for the years ended
December 31, 2022 and 2021 were as follow:
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2022 2021

The fair value of the investments at the

date of derecognition $451,551 $-
The cumulative gain or loss on disposal

reclassified from other equity to retained

earnings (86,461) -

8. Investments Using the Equity Method

(1) The details of investments accounted for using the equity method by
the Company are as follows:

2022.12.31 2021.12.31
Shareholding Shareholding
Name of Investee Amount Ratio (%) Amount Ratio (%)
Investment in associates:
Honley Auto. Parts Co., Ltd. $273,901 25.00% $- -%
Yangde Technology Co., Ltd. 5,510 35.00% - -%
Total: $279,411 $-

(2) Investment in associates

The investment in affiliates is presented as "investments using the
equity method" in the consolidated financial statements, with necessary
evaluation adjustments made.

Share of profit or loss of associates and joint ventures recognized using
the equity method and share of other comprehensive income of
associates and joint ventures recognized using the equity method may
be reclassified to profit or loss for the years ended December 31, 2022
and 2021 and were recognized based on the financial statements for the
same periods audited by CPAs. The relevant details are as follows:

2022 2021
Share of Profit or
Loss of Share of Profit or
Subsidiaries, Share of Other Comprehensive  Loss of Subsidiaries,  Share of Other Comprehensive
Associates, and Income of Associates and Joint ~ Associates, and Joint  Income of Associates and Joint
Joint Ventures Ventures Recognized Using the  Ventures Recognized ~ Ventures Recognized Using the
Recognized Using Equity Method-May be Using the Equity Equity Method-May be
Investee the Equity Method Reclassified to Profit or Loss Method Reclassified to Profit or Loss
Honley Auto. Parts Co., Ltd. $(10,996) $(642) $- $-
Yangde Technology Co., Ltd. (2,890) - - -
Total $(13,886) $(642) $- $-

9. Property, plants and equipment
2022.12.31 2021.12.31

Property, Plants and Equipment $1,364,670 $1,284,172
For Self-use
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2022.01.01
Addition
Disposal
Transfer
Effect of
Exchange
Rates

2022.12.31

Depreciation
and

Impairment:
2022.01.01
Depreciation
Disposal

Effect of
Exchange Rates
Reclassification

2022.12.31

Net Carrying
Amount:

2022.12.31
2022.01.01

Costs:
2021.01.01
Addition
Disposal
Transfer
Effect of
Exchange
Rates

2021.12.31

Depreciation
and

Impairment:
2021.01.01
Depreciation
Disposal
Effect of
Exchange
Rates

202112.31

Net Carrying
Amount:

2021.12.31
2021.01.01
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2022.01.01~2022.12.31

Unfinished
Construction
Leasehold Work and
Property and Machinery and ~ Transportatio Office Improveme Other Equipment to
Land Buildings Equipment n Equipment  Equipment nts Equipment be Tested Total
$465,534 $832,827 $1,444,601 $44,976 $26,364 $7,968 $186,992 $34,985 $3,044,247
- 3,501 30,578 807 1,840 2,765 6,146 82,922 128,559
- (111) (9,856) (1,170) (3,054) - (1,543) - (15,734)
- 42,593 40,844 2,124 445 - 1,832 (43,235) 44,603
6,712 5,033 3,467 352 231 - 1,108 123 17,026
$472,246 $883,843 $1,509,634 $47,089 $25,826 $10,733 $194,535 $74,795 $3,218,701
$- $390,551 $1,168,199 $38,923 $24,106 $7,419 $130,877 $- $1,760,075
- 30,951 58,749 1,787 1,121 897 9,399 - 102,904
- (111) (9,856) (1,155) (3,054) - (1,543) - (15,719)
2,903 2,431 302 223 2) 914 - 6,771
- - (192) 192 - - - - -
$- $424,294 $1,219,331 $40,049 $22,396 $8,314 $139,647 $- $1,854,031
$472,246 $459,549 $290,303 $7,040 $3,430 $2,419 $54,888 $74,795 $1,364,670
$465,534 $442,276 $276,402 $6,053 $2,258 $549 $56,115 $34,985 $1,284,172
2021.01.01-2021.12.31
Unfinished
Construction
Leasehold Work and
Property and Machinery and  Transportatio Office Improveme Other Equipment to
Land Buildings Equipment n Equipment  Equipment nts Equipment be Tested Total
$476,672 $797,936 $1,348,252 $43,344 $25,923 $12,648 $147,366 $25,934 $2,878,075
- 4,980 54,071 280 680 - 13,223 31,203 104,437
- - (32,306) (345) (649) (4,667) (3,318) - (41,285)
- 30,517 73,514 1,780 424 - 29,172 (22,016) 113,391
(11,138) (606) 1,070 (83) (14) (13) 549 (136) (10,371)
$465,534 $832,827 $1,444,601 $44,976 $26,364 $7,968 $186,992 $34,985 $3,044,247
$- $360,428 $1,140,390 $37,493 $23,509 $11,705 $124,834 $- $1,698,359
- 30,009 58,076 1,927 1,257 388 8,860 - 100,517
- - (31,117) (345) (649) (4,667) (3,164) - (39,942)
114 850 (152) (11) (7) 347 - 1,141
$- $390,551 $1,168,199 $38,923 $24,106 $7,419 $130,877 $- $1,760,075
$465,534 $442,276 $276,402 $6,053 $2,258 $549 $56,115 $34,985 $1,284,172
$476,672 $437,508 $207,862 $5,851 $2,414 $943 $22,532 $25,934 $1,179,716
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(1) Please refer to Note 8 for details of property, plants and equipment

provided as collateral.

(2) The Group did not capitalize the interest accrued on the acquisition of
property, plants and equipment during 2022 and 2021.

10. Short-term Borrowings
Interest Rate

Interest Rate

Range (%) 2022.12.31 Range (%) 2021.12.31
0/~ 0, 0/~ 0,
Unsecu_red Bank  1.390%~3.603% $281.394 0.600%~2.730% $966.300
Borrowings
Secured_ Bank  0.995%~1.400% 159,800 0.600%~0.660% 224,800
Borrowings —_— —_—
Total $441,194 $1,191,100

As of December 31, 2022 and 2021, the Group’s undrawn short-term

borrowings amounted to
NTD2,692,571 thousand, respectively.

roughly NTD3,653,230

thousand and

Please refer to Note 8 for details of the collateral provided to secure the

Group's bank borrowings.

11. Other Payables

Salary and Year-end Bonuses
Payable

Processing Costs Payable
Remuneration Payable to
Employees

Packaging Costs Payable
Consumables Payable

Other Expenses Payable - others

Total

2022.12.31 2021.12.31
$189,769 $192,746
65,361 76,233
38,000 34,000
15,914 20,958
13,593 24,790
80,309 100,423
$402,946 $449,150

12. Long-term Borrowings

Repayment Period and Method

Interest

Creditor 2022.12.31 Rate (%)

Unsecured Loan from $83,000 1.1250%
E.SUN Bank

Unsecured Loan from 80,000 1.1250%
E.SUN Bank

Unsecured Loan from 72,000 1.1250%

E.SUN Bank
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It is repaid in 56 installments (one installment per
month) from November 29, 2021 through November
15, 2026, and the interest accrued will be paid
monthly.

It is repaid in 56 installments (one installment per
month) from September 28, 2021 through to May 15,
2026, and the interest accrued will be paid monthly.

It is repaid in 24 installments (one installment per
month) from the fourth year from January 19, 2022
through November 15, 2026, and the interest accrued
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Interest
Creditor 2022.12.31 Rate (%) Repayment Period and Method

will be paid monthly.

Unsecured Loan from 49,702 1.6490% It is repaid in 13 installments (one installment every

O-Bank Co., Ltd. three months) from the fourth year from August 1,
2017 through August 1, 2024, and the interest
accrued will be paid monthly.

Secured Loan from 46,000 1.6500% It is repaid in 120 installments (one installment every

E.SUN Bank three months) from October 30, 2020 through
October 30, 2030, and the interest accrued will be
paid monthly.

Unsecured Loan from 34,000 1.1250% It is repaid in 24 installments (one installment per

E.SUN Bank month) from the third year from March 31, 2022
through May 15, 2026, and the interest accrued will
be paid monthly.

Secured Loan from Land 27,776 1.8500% It is repaid in 144 installments (one installment per

Bank of Taiwan month) from the fourth year from August 12, 2017
through August 12, 2029, and the interest accrued
will be paid monthly.

Secured Loan from Land 18,461 1.8500% It is repaid in 180 installments (one installment per

Bank of Taiwan month) from December 22, 2010 through December
22, 2025, and the interest accrued will be paid
monthly.

Unsecured Loan from 18,200 1.1250% It is repaid in 60 installments (one installment per

E.SUN Bank month) from May 28, 2021 through May 15, 2026,
and the interest accrued will be paid monthly.

Secured Loan from 12,000 1.6900% It is repaid in 52 installments (one installment every

Chang Hwa Bank three months) from October 7, 2010 through October
7, 2025, and the interest accrued will be paid
monthly.

Secured Loan from Land 7,298 1.8500% It is repaid in 144 installments (one installment per

Bank of Taiwan month) from March 29, 2010 through August 31,
2024, and the interest accrued will be paid monthly.

Unsecured Loan from 5,400 1.6500% It is repaid in 60 installments (one installment every

E.SUN Bank three months) from October 30, 2020 through
October 30, 2025, and the interest accrued will be
paid monthly.

Secured Loan from Land 4,367 1.8500% It is repaid in 144 installments (one installment per

Bank of Taiwan month) from January 26, 2010 through August 31,
2024, and the interest accrued will be paid monthly.

Secured Loan from Land 2,915 1.8500% It is repaid in 60 installments (one installment per

Bank of Taiwan month) from August 31, 2009 through August 31,
2024, and the interest accrued will be paid monthly.

Subtotal 461,119

Less: Current Portion (58,606)

Total $402,513

Interest
Creditor 2021.12.31 Rate (%) Repayment Period and Method

Unsecured Loan from $83,000 0.5000% It is repaid in 56 installments (one installment per

E.SUN Bank month) from November 29, 2021 through November
15, 2026, and the interest accrued will be paid
monthly.

Unsecured Loan from 80,000 0.5000% It is repaid in 56 installments (one installment per

E.SUN Bank
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month) from September 28, 2021 through to May 15,
2026, and the interest accrued will be paid monthly.
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Creditor

2021.12.31

Interest
Rate (%)

Repayment Period and Method

Unsecured Loan from
0O-Bank Co., Ltd.

Secured Loan from
E.SUN Bank

Secured Loan from Land
Bank of Taiwan

Secured Loan from Land
Bank of Taiwan

Unsecured Loan from
E.SUN Bank

Secured Loan from
Chang Hwa Bank

Secured Loan from Land
Bank of Taiwan

Unsecured Loan from
E.SUN Bank

Secured Loan from Land
Bank of Taiwan

Secured Loan from Land
Bank of Taiwan

Subtotal

Less: Current Portion
Total

78,106

46,000

31,942

24,614

18,200

16,000

11,463

7,200

6,868

4,582

407,975
(54,989)

$352,986

0.9884%

1.1000%

1.3500%

1.3500%

0.5000%

1.2900%

1.3500%

1.1000%

1.3500%

1.3500%

It is repaid in 13 installments (one installment every
three months) from the fourth year from August 1,
2017 through August 1, 2024, and the interest
accrued will be paid monthly.

It is repaid in 120 installments (one installment every
three  months) from October 30, 2020 through
October 30, 2030, and the interest accrued will be
paid monthly.

It is repaid in 144 installments (one installment per
month) from the fourth year from August 12, 2017
through August 12, 2029, and the interest accrued
will be paid monthly.

It is repaid in 180 installments (one installment per
month) from December 22, 2010 through December
22, 2025, and the interest accrued will be paid
monthly.

It is repaid in 60 installments (one installment per
month) from May 28, 2021 through May 15, 2026,
and the interest accrued will be paid monthly.

It is repaid in 52 installments (one installment every
three months) from October 7, 2010 through October
7, 2025, and the interest accrued will be paid
monthly.

It is repaid in 144 installments (one installment per
month) from March 29, 2010 through August 31,
2024, and the interest accrued will be paid monthly.

It is repaid in 60 installments (one installment every
three  months) from October 30, 2020 through
October 30, 2025, and the interest accrued will be
paid monthly.

It is repaid in 144 installments (one installment per
month) from January 26, 2010 through August 31,
2024, and the interest accrued will be paid monthly.

It is repaid in 60 installments (one installment per
month) from August 31, 2009 through August 31,
2024, and the interest accrued will be paid monthly.

The above bank borrowings are secured, for which land and buildings were
prioritized as collateral. Please refer to Note 8 for details of the collateral.

13. Post-employment Benefit Plan

Defined Contribution Plans

The Group has an employee retirement plan stipulated in accordance with the
“Labor Pension Act,” which is a defined contribution plan. According to the
Act, the Group’s monthly labor pension contribution rate shall not be less
than 6% of employees” monthly salary. The Group makes a monthly
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14.

contribution equivalent to 6% of the employees’ monthly salary to the
personal pension account with the Bureau of Labor Insurance.

Subsidiaries in mainland China, in accordance with local government laws
and regulations, make a monthly contribution to the pension insurance fund
at a certain percentage of the total employee salary to each employee’s
account managed by relevant government departments.

The Group’s other overseas subsidiaries and branches make a monthly
contribution to relevant pension management entities in accordance with
local laws and regulations.

The amount of expenses of the defined contribution pension plan recognized
by the Group for 2022 and 2021 was NTD17,678 thousand and NTD16,974
thousand, respectively.

The Group settled the defined benefit plan in 2018, so the Group has no
employees who are eligible for the pension scheme under the defined benefit
plan, so no sensitivity analysis of actuarial assumptions and major actuarial
assumptions was performed.

Equity

(1) Ordinary Shares
As of December 31, 2022 and 2021, the Group's authorized capital was
2,000,000 thousand, with a par value of NTD10 per share, and the
number of issued shares was 155,654,890 shares, with paid-in share
capital in the amount of NTD1,556,549 thousand. Each share is entitled
to one voting right and the right to receive dividends.

(2) Capital Surplus

The details of capital surplus are as follows:

2022.12.31 2021.12.31
Premium for Conversion of
Convertible Corporate Bonds $17.074 $63,770
Employee Stock Option 9,836 9,836
Combined Premium 352 352
Others 19 19
Total $27,281 $73,977

As per law, paid-in capital shall not be used for any purpose except for
making up for the Company’s losses. When the Company has no loss, a
certain percentage of the paid-in capital from the stock premium and
the gift can be applied to replenish the capital per year. The
aforementioned paid-in capital can be allocated in cash to shareholders
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in proportion to their shareholdings.
(3) Earnings Distribution and Dividend Policy

As per the Articles of Incorporation, where the Company makes a
profit for a fiscal year, it shall distribute the earnings in the order
specified below:

Paying taxes;

Offsetting a cumulative deficit;

Setting aside 10% of the remaining balance as a legal reserve;
Setting aside an amount for or reversing a special reserve in
accordance with laws and regulations or the competent
authority’s instructions;

E. Any remaining profit, together with any undistributed retained
earnings, adopted by the Board of Directors as the basis for
making a distribution proposal, which shall then be reported to
the shareholders’ meeting.

CoOow>

The Group operates in the electronic components industry and strives
to be in line with the overall environment and the characteristics of the
industry. The Group achieves its sustainability, pursues long-term
interests of shareholders, stabilizes business performance targets, while
taking into account the budget for future capital expenditures and the
status of capital needs. The Group’s dividend policy is to appropriate at
least 10% of its earnings, less legal reserve and special reserve, as
shareholder bonus, with cash dividends accounting for at least 10% of
the total dividends paid to shareholders. However, if the year’s net
income after tax does not reach 15% of the paid-in capital, the earnings
may not be distributed; if the Company has no earnings available for
the year, the cumulative undistributed earnings from the prior year may
be distributed. Where the shareholder bonus or legal reserve or capital
surplus as mentioned above is paid in cash, the Board of Directors is
authorized to act by approval of two-thirds of the directors at a meeting
attended by more than half of the directors, and shall be reported to the
shareholders’ meeting.

As per the Company Act, the Company shall set aside a legal reserve
unless its total amount has reached the amount of the total paid-in
capital. The legal reserve may be used to offset a deficit. When the
Company has no loss, the portion of the legal reserve that exceeds 25%
of the paid-in capital may be used to distribute shares or cash to
shareholders in proportion to their shareholdings.

When distributing the distributable earnings, the Company

retroactively sets aside a special reserve for the difference between the
balance of the special reserve and the net deduction of other equity
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items as per law when the IFRS is adopted for the first time.

If there is a subsequent reversal of the net deduction of other equity,
the special reserve may be reversed for the portion of the net deduction
of other equity reversed to distribute earnings.

In accordance with the Letter Jin-Guan-Zheng- Fa No. 1090150022
issued by the FSC dated March 31, 2021, a special reserve shall be set
aside for the unrealized revaluation gains and cumulative translation
adjustment (gains), which were reclassified to retained earnings on the
conversion date due to the adoption of exemptions under IFRS 1
“First-time Adoption of International Financial Reporting Standards”
when IFRS was first adopted. When the Group uses, disposes of, or
reclassifies the relevant assets later, it may reverse the portion of the
special reserve in the same percentage to distribute earnings.

During the years ended December 31, 2022 and 2021, there was no
need to reverse the special reserve due to the use, disposal of, or
reclassification of relevant assets.

The Company's Board of Directors and general shareholders' meetings
on March 16, 2023 and July 10, 2022, respectively, made and resolved
a decision to the 2022 and 2021 earnings appropriation and distribution
proposal and the dividends per share, respectively. The details are as

follows:
Earnings Appropriation
and Distribution Proposal  Dividends per Share (NTD)
2022 2021 2022 2021

Legal Reserve $79,413 $77,499
Reversal of Special Reserve (91,021) (50,154)
Cash Dividends on Ordinary NTD2 per NTD1.70 per
Shares (Note 1) 311,310 264,614 Share Share

Note 1: The Company's board meetings, on March 18, 2022, resolved a
decision to distribute cash from the capital surplus of NTD46,696
thousand, with NTDO.30 per share.

Please refer to Note 6.18 for the relevant information on the estimation

basis and recognized amounts of employee remuneration and directors’
remuneration.
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(4) Non-controlling Interests

2022 2021
Opening Balance $38,360 $37,449
Net Income Attributable to 6,507 8,618
Non-controlling Interests for This Period
Dividends Paid Out by Subsidiaries (3,694) (3,288)
Other Comprehensive Income Attributable
to Non-controlling Interests:
Exchange differences arising on the
translation of the financial statements
of foreign operations 3,228 (4,419)
Ending Balance $44.401 $38,360
15. Operating income
2022 2021
Revenue From Customer Contracts
Revenue From Product Sales $4,840,849 $4,777,385
Revenue From Provision of Services 4,666 14,916
Total $4,845,515 $4,792,301

The Group adopted IFRS 15 to account for revenue from customer contracts.
The information on revenue from customer contracts during the years ended
December 31, 2022 and 2021 is as follows:

(1) Breakdown of Revenue

January 1, 2022 to December 31, 2022

Segmentsin ~ Segments in Other
Taiwan Suzhou Segments Total
Product Sales $2,754,109 $1,873,250 $213,490  $4,840,849
Provision of Services 4,666 - - 4,666
Total $2,758,775 $1,873,250 $213,490 $4,845,515

January 1, 2021 to December 31, 2021

Segments in  Segments in Other
Taiwan Suzhou Segments Total
Product Sales $2,833,248 $1,739,777 $204,360  $4,777,385
Provision of Services 6,457 8,459 - 14,916
Total $2,839,705  $1,748,236 $204,360 $4,792,301

The revenue from the Group's customer contracts is recognized at a
certain point in time.
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(2) Contract Balance

Contract Liabilities — current

2022.12.31 2021.12.31 2021.1.1
Product Sales $28,984 $28,030 $34,741
The major changes in the balances of the Group’s contract liabilities for
2022 and 2021 are specified below:

2022 2021

Opening Balance Transferred to Revenue in This $(28,030) $(34,741)
Period

Increase in Advance Receipts for This Period (those 28,543 28,005
for this period were deducted and transferred to
revenue)

Effect of Exchange Rate Movements 441 25

Movements During This Period $954 $(6,711)

(3) Transaction Prices Apportioned to the Outstanding Performance
Obligations
None.

(4) Assets Recognized From the Cost of Obtaining or Fulfilling a
Customer Contract

None.

16. Expected Credit Impairment Losses

2022 2021
Operating Expenses - Expected Credit Impairment
Losses
Accounts Receivable $674 $-

Please refer to Note 12 for relevant credit risk information.

The Group's receivables (including notes and accounts receivable) are
measured at the lifetime expected credit losses. The information on the
amounts of the allowances for losses estimated as of December 31, 2022 and
2021 was as follows:

(1) Regarding accounts receivable, counterparties’ credit ratings, regions,
industries, and other factors are considered for classification, and a
provision matrix is adopted to measure the allowances for losses; the
relevant information is as follows:
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2022.12.31
Group 1

Total Carrying Amount

Loss Ratio

Lifetime Expected Credit
Loss

Carrying Amount

Group 2

Total Carrying Amount
Lifetime Expected Credit
Loss (Note 2)

Carrying Amount

2021.12.31
Group 1

Total Carrying Amount

Loss Ratio
Lifetime Expected Credit
Loss

Carrying Amount

Group 2

Total Carrying Amount
Lifetime Expected Credit
Loss (Note 2)

Carrying Amount

Not Past
Due Number of Days Past Due
91-180 181-365 365 days
(Note 1) 1-90days days days or more Total
$362,669  $47,082 $61 $- $3,902 $413,714
-% 0~1% 100% -% 100%
- (152) (61) - (3,902) (4,115)
$362,669  $46,930 $- $- $-  $409,599
Not Past
Due Number of Days Past Due
91-180 181-365 365 days
(Note 1) 1-90days  days days or more Total
$522,793  $30,883 $135 $1,064 $2,315 $557,190
- - - (57)  (2,315) (2,372)
$522,793  $30,883 $135 $1,007 $-  $554,818
Not Past
Due Number of Days Past Due
91-180 181-365 365 days
(Note 1) 1-90days days days or more Total
$502,061  $67,587 $134 $- $3,908 $573,690
-% 0~1% -% -% 100%
- (212) - - (3,908) (4,120)
$502,061  $67,375 $134 $- $-  $569,570
Not Past
Due Number of Days Past Due
91-180 181-365 365 days
(Note 1) 1-90days days days or more Total
$494,910 $6,439 $1,726 $1,360 $2,989 $507,424
- - - - (2,337) (2,337)
$494,910 $6,439 $1,726 $1,360 $652 $505,087
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Note 1: None of the Group’s notes receivable were overdue.
Note 2: An allowance for this group’s credit impairment losses was
estimated on a customer-by-customer basis.

The movements in the allowances for losses on the Group's notes and
accounts receivable for 2022 and 2021 are as follows:

Notes Accounts

Receivable Receivable
2022.1.1 $- $6,457
Write-off Due to the Inability to
Recover - (679)
Increase (Reversal) in the
Current Period - 674
Exchange Rate Differences - 35
2022.12.31 $- $6,487
2021.1.1 $- $6,483
Write-off Due to the Inability to
Recover - (41)
Exchange Rate Differences - 15
2021.12.31 $- $6,457

17. Leasing

The Group as Lessee

The Group has leased a number of different assets, including property (land
and buildings) and transportation equipment. The lease terms for each
contract ranges from two to 50 years.

The impact of leasing on the Group’s financial position, financial
performance, and cash flows is specified below:

A. Amounts Recognized in the Balance Sheet
(@) Right-of-use Assets

Carrying Amount of Right-of-use Assets
2022.12.31 2021.12.31

Land $8,230 $8,361
Property and Buildings 7,743 11,681
Transportation Equipment 3,461 2,485
Total $19,434 $22,527

The Group’s additions to the right-of-use assets during 2022 and
2021 were NTD3,559 thousand and NTD11,807 thousand.
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(b) Lease Liabilities
2022.12.31 2021.12.31

Lease Liabilities

Current $5,118 $5,201
Non-current 5,886 8,870
Total $11,004 $14,071

Please refer to Note 6. 19 (3) Financial Costs for the details of
interest expenses for the Group's lease liabilities in 2022; please
refer to Note 12.5 Liquidity Risk Management for the details of
the maturity analysis of lease liabilities in 2022.

B. Amounts recognized in the statement of comprehensive income.

Depreciation of Right-of-use Assets

2022 2021
Property and $4,424 $4,426
Buildings
Land 258 252
Transportation
Equipment 2,087 1,625
Total $6,769 $6,303

C. Lessee's Income and Expenses Related to Leasing Activities

2022 2021

Expenses of Short-term $4,329 $7,261
Leases

D. Lessee's Cash Outflows From Leasing Activities
The amount of the Group’s cash outflows from leasing activities during
2022 and 2021 were NTD10,599 thousand and NTD13,161 thousand,
respectively.
E. Other Information Related to Leasing Activities

(@) Variable Lease Payments

None.

(b) Option for Lease Extension and Option for Lease
Termination

None.
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None.

(¢) Residual Value Guarantee

18. Statement of Employee Benefits, Depreciation, Depletion, and Amortization
Expenses by Function is as follows:

By Function 2022 2021
Operating | Operating Operating | Operating
By Nature Costs Expenses Total Costs Expenses Total
Employee Benefit
Expenses
Salary and Wages | $364,758 | $285,739 | $650,497 | $350,113 | $274,787 | $624,900
Labor and Health 36,154 23,788 59,942 33,328 21,389 54,717
Insurance Costs
Pension Costs 11,204 6,474 17,678 10,606 6,368 16,974
Other Employee 27,143 13,053 40,196 30,051 14,135 44,186
Benefit Expenses
Depreciation 80,584 30,337 | 110,921 77,472 30,610 | 108,082
Expenses
Amortization 2,223 4,597 6,820 1,360 2,449 3,809
Expenses

In accordance with the Articles of Incorporation, the Group shall set aside
profits, if any, for no lower than 3% as employees’ remuneration and no
higher than 3% as directors’ remuneration, while the Company shall reserve
an amount in advance to offset a cumulative deficit, if any. The above
employees’ remuneration may be distributed in stock or cash, which shall be
approved by half of all directors present at a Board Meeting attended by
more than two-thirds of all directors and then reported to the shareholders’
meeting. Please visit the Market Observation Post System (MOPS) for
information on employee remuneration and directors’ remuneration approved

by the Board of Directors.

The Group set aside employee remuneration and director's remuneration at
3.27% and 1.29% of 2022’s profit, respectively, in the amounts of
NTD38,000 thousand and NTD15,000 thousand, respectively, accounted for
under Salary and Wages. The Group's Board of Directors resolved a decision
to distribute employee remuneration and directors’ remuneration in cash in
the amounts of NTD38,000 thousand and NTD15,000 thousand, respectively,
on March 16, 2023.

The amounts of employee remuneration and directors’ remuneration
distributed for 2021 were NTD34,000 thousand and NTD12,000 thousand,
respectively. Said amounts were not significantly different from the amounts
recognized as expenses in the 2021 financial statements.
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19. Non-operating Revenue and Expenses

(1) Other Income

2022 2021
Interest Income
Financial Assets at Amortized
Cost $26,636 $6,934
Dividend Income 4,320 6,660
Rent Income 2,121 1,877
Other Income — Others 40,162 20,858
Total $73,239 $36,329
(2) Other Gains and Losses
2022 2021
Net Gain (Loss) on Foreign
Exchange $251,746 $(38,647)
Losses on Financial Assets at
Fair Value Through Profit or
Loss (32,260) (1,435)
Gains (Losses) on Disposal of 3636 (10,878)
Investments ' '
Gains (Losses) on Disposal of
Property, Plants and
Equipment 574 (316)
Others (1,195) (2,240)
Total $222,501 $(53,516)
(3) Financial Costs
2022 2021
Interest on Bank Borrowings $13,040 $11,370
Interest on Lease Liabilities 139 162
$13,179 $11,532
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20. Components of Other Comprehensive Income

(1) The components of 2022 other comprehensive income are as follows:

Other
Comprehen
Generated sive
During This ~ Income Income Tax  After-tax
Period (loss) Expenses Amount
Items that will not be reclassified
subsequently to profit or loss:
Unrealized Gain (loss) From Investments
in Equity Instruments Measured at Fair
Value Through Other Comprehensive
Income $(38,607) $(38,607) $797 $(37,810)
Items that may be reclassified subsequently to
profit or loss:
Exchange differences arising on the 38,498 38,498
translation of the financial statements of
foreign operations (7,054) 31,444
Share of Other Comprehensive Income of
Associates and Joint Ventures
Recognized Using the Equity Method (642) (642) - (642)
Total $(751) $(751)  $(6,257) $(7,008)
(2) The components of 2021 other comprehensive income are as follows:
Other
Generated Comprehens
During This ive Income Income Tax  After-tax
Period (loss) Expenses Amount
Items that will not be reclassified
subsequently to profit or loss:
Unrealized Gain (loss) From Investments
in Equity Instruments Measured at Fair
Value Through Other Comprehensive
Income $41,938 $41,938 $(945) $40,993
Items that may be reclassified subsequently to
profit or loss:
Exchange differences arising on the
translation of the financial statements of
foreign operations 7,033 7,033 (2,290) 4,743
Total $48,971 $48,971 $(3,235)  $45,736

21. Income Tax

The main components of income tax expenses (benefits) for 2022 and 2021
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are as follows:

)

)

©)

Income Tax Recognized in Profit or Loss
2022 2021
Current Income Tax Expenses:
Income Tax Payable For the Current Period $335,819 $262,911
Income Taxes For prior Years Adjusted Into
This Year (6,091) (8,232)
Deferred Tax Expenses:
Deferred Tax Expenses Related to the Initial
Temporary Differences and Reversal of
Temporary Differences 20,449 53,993
Income Tax Expenses $350,177 $308,672

Income Tax Recognized in Other Comprehensive Income
2022 2021

Deferred Tax Expenses:
Unrealized Gain (loss) From Investments in
Equity Instruments Measured at Fair Value
Through Other Comprehensive Income $(797) $945
Exchange Gains or Losses Arising on the
Translation of the Financial Statements of

Foreign Operations 7,054 2,290
Income Tax Related to Components of Other
Comprehensive Income $6,257 $3,235

The amount of income tax expense and accounting profit multiplied by
the applicable income tax rate is adjusted as follows:
2022 2021

Net Income Before Tax of the Continuing
Operations $1,252,070 $1,092,286
Amounts of Taxes Calculated at Relevant

Countries’ Domestic Tax Rates Applicable to

Income $362,440 $303,034
Income Tax Effect of Non-deductible Expenses
on Tax Returns 5,941 (196)
Income Taxes for Prior Years Adjusted Into This
Period (6,091) (8,232)
Surtax on Undistributed Earnings 24,152 14,066
Other Adjustments to Income Tax in accordance
with Income Tax Act (36,265) -
Total Income Tax Expense Recognized in Profit
or Loss $350,177 $308,672
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(4) Balances of deferred tax assets (liabilities) related to the following

items:

A. 2022

Temporary Difference
Unrealized Exchange Profit and Loss
Valuation of Financial Assets at Fair Value
Through Profit or Loss
Allowance for Inventory Valuation Loss
Investments Using the Equity Method
Exchange Differences Arising on the
Translation of the Financial Statements of
Foreign Subsidiaries
Valuation of Financial Assets at Fair Value
Through Other Comprehensive Income
Long-term Investment Income or Loss
Impairment Recognized Using the Equity
Method
Unrealized Sales Gross Profit
Unrealized Transactions Between Entities
Within the Group
Deferred Tax Expenses

Net Deferred Tax Assets (liabilities)

The information presented in the balance sheet
is as follows:

Deferred Tax Assets

Deferred Tax Liabilities

B. 2021

Temporary Difference
Unrealized Exchange Profit and Loss
Valuation of Financial Assets at Fair Value

Through Profit or Loss

Allowance for Inventory Valuation Loss
Investments Using the Equity Method
Unrealized Loss on Bad Debts
Exchange Differences Arising on the

Translation of the Financial Statements of

Foreign Subsidiaries
Valuation of Financial Assets at Fair Value
Through Other Comprehensive Income

Recognized
Recognized in Other
Opening in Profitor ~ Comprehensi Ending
Balance Loss ve Income Balance
$29,280 $(32,985) $- $(3,705)
556 1,966 - 2,522
5,165 1,508 - 6,673
(305,097) 7,657 - (297,440)
6,843 - (7,054) (211)
379 - 797 1,176
226 - - 226
321 2,462 - 2,783
11,027 (1,057) - 9,970
$(20,449) $(6,257)
$(251,300) $(278,006)
$46,727 $23,350
$(298,027) $(301,356)
Recognized
Recognized in Other
Opening in Profitor ~ Comprehensi Ending
Balance Loss ve Income Balance
$30,806 $(1,526) $- $29,280
- 556 - 556
4,217 948 - 5,165
(250,802) (54,295) - (305,097)
9,133 - (2,290) 6,843
1,324 - (945) 379
226 - - 226
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is as follows:

Recognized
Recognized in Other
Opening in Profitor ~ Comprehensi Ending
Balance Loss ve Income Balance
Long-term Investment Income or Loss - 321 - 321
Impairment Recognized Using the Equity
Method
Unrealized Transactions Between Entities 11,024 3 - 11,027
Within the Group
Deferred Tax Benefit (expense) $(53,993) $(3,235)
Net Deferred Tax Assets (liabilities) $(194,072) $(251,300)
The information presented in the balance sheet
Deferred Tax Assets $56,730 $46,727
Deferred Tax Liabilities $(250,802) $(298,027)

(%)

(6)

(")

Unrecognized Deferred Tax Assets

N/A.

Unrecognized Deferred Tax Liabilities Related to Investments in
Subsidiaries

N/A.

Income Tax Return Filings and Approval

As of December 31, 2022, the income tax return filings by the Group
and its subsidiaries and approval are as follows:
Income Tax Return Filings
and Approval
The income tax returns filed
were approved up to 2020.
The income tax returns were
filed up to 2021.

K.S. TERMINALS INC.

CHIEN HO HSING TECHNOLOGY
(SUZHOU) CO., LTD

22. Earnings per Share

The basic earnings per share is calculated with the net income attributable to
the holders of the ordinary shares of the parent company divided by the
weighted average number of ordinary share outstanding in the current period.

The

diluted earnings per share is calculated by with the net income

attributable to the holders of the ordinary shares of the parent company
divided by the weighted average number of ordinary shares outstanding in
the current period plus the weighted average number of ordinary shares to be
issued when all dilutive potential ordinary shares were converted into

156



Notes to the Consolidated Financial Statements of K.S. TERMINALS INC. and Its
Subsidiaries (Continued)
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

ordinary shares.

2022 2021
(1) Basic Earnings per Share
Net Income Attributable to the Holders of Common $895,386 $774,996
Stock of the Parent Company (NTD thousand)
Weighted Average Number of Ordinary Shares (in 155,655 155,655
thousand shares) for the Earnings per Share
Basic Earnings per Share (NTD) $5.75 $4.98
(2) Diluted Earnings per Share
Net Income Attributable to the Holders of Common $895,386 $774,996
Stock of the Parent Company (NTD thousand)
Weighted Average Number of Ordinary Shares (in 155,655 155,655
thousand shares) for the Earnings per Share
Dilution Effect:
Employee Remuneration - Stock (in thousand 541 371
shares)
Weighted Average Number of Ordinary Shares (in 156,196 156,026
thousand shares) With the Dilution Effect Adjusted
Diluted Earnings per Share (NTD) $5.73 $4.97

There was no other transaction performed to cause significant changes to the
outstanding ordinary shares or the potential ordinary shares after the

reporting period and before the release of the financial statements.

VII. Related Party Transactions

The related parties with transactions with the Group during the financial

reporting period are as follows:

Name of Related Party and Relationship With the Group

Name Relationship With the Group
Eleven people including Cheng The management personnel at the director or the
Yu-Liang Vice President level or above in the Group

Material Transactions With Related Parties
1. Lease - Related Party

Right-of-use Assets

2022.12.31 2021.12.31

The Group’s Key Management

Personnel $3,991 $5,986
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Lease Liabilities
2022.12.31 2021.12.31

The Group’s Key Management

Personnel $4,050 $6,035

2. Remuneration of the Group’s Key Management Personnel

2022 2021
Short-term Employee Benefits $49,984 $53,386
Post-employment Benefits 2,138 2,144
$52,122 $55,530

VIIl.  Assets Pledged
The Group has the following assets pledged as collateral:

Carrying Amount

Details of Collateral

Item 2022.12.31 2021.12.31 for Debts
Property, Plants and Equipment - $294,289  $295,122 Secured Borrowings
Land and Buildings
Other Receivables - Time Deposits 266,977 526,618 Secured Borrowings
Total $561,266  $821,740

IX. Material Contingent Liabilities and Unrecognized Contractual
Commitments

None.
X. Major Disaster Loss
None.

XI. Material Events After the Balance Sheet Date

None.
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XII. Others

1. Types of Financial Instruments

Financial Assets 2022.12.31 2021.12.31
Financial Assets at Fair Value Through Profit
or Loss:
Amount Mandatorily as at Fair Value $415,324 $224,071
Through Profit or Loss
Financial Assets at Fair Value Through Other
Comprehensive Income
108,083 427,521
Financial Assets at Amortized Cost:
Cash and Cash Equivalents (excluding cash 2,510,150 2,179,388
on hand)
Financial Assets at Amortized Cost 138,381 55,319
Notes Receivable and Accounts Receivable 964,417 1,074,657
Other Receivables 276,872 552,371
Financial Liability 2022.12.31 2021.12.31
Financial Liabilities at Amortized Cost:
Short-term Borrowings $441,194 $1,191,100
Notes Payable and Accounts Payable 108,902 228,804
Other Payables 402,946 449,150
Long-term  Borrowings (including due 461,119 407,975
within one year)
Lease Liabilities 11,004 14,071

Financial Risk Management Objectives and Policies

The Group's financial risk management objectives are mainly to manage
market, credit, and liquidity risks related to operating activities. The Group
identifies, measures, and manages the above risks as per the Group's policies
and risk preferences.

The Group has established appropriate policies, procedures, and internal
control system in accordance with applicable regulations on the above
financial risk management; important financial activities should be reviewed
by the Board of Directors in accordance with applicable regulations and the
internal control system. During the implementation of the financial
management activities, the Group should comply with the applicable
regulations on financial risk management.

Market Risk

Market risk refers to the risk of fluctuations in the fair value or cash flow of
financial instruments due to the movements in market prices. The Group's

159



Notes to the Consolidated Financial Statements of K.S. TERMINALS INC. and Its
Subsidiaries (Continued)
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

market risk mainly includes the exchange rate and the interest rate risks.

In practice, one movement by a single change in risk variables is rare, and
changes in risk variables are always interrelated; however, the sensitivity
analysis of the following risks did not consider the interaction between
relevant risks and variables.

Exchange Rate Risk

The Group's exchange rate risk is mainly related to operating activities (when
a currency used for income or expenses is different from the Group's
functional currency) and net investment in foreign operations.

The Group's foreign currency receivables and foreign currency payables are
partially in the same currency. Thus, there will be a natural hedging effect for
a part of the foreign currency position. The exchange rate risk of some
foreign currency payments is managed through forward exchange
agreements. The above natural hedging effect and the management of
exchange rate risk through forward exchange agreements do not meet the
requirement of hedging accounting, so hedging accounting has not been
adopted; also, the net investment in foreign operations is a strategic
investment, so the Group has not adopted a hedging approach thereto.

The sensitivity analysis of the Group's exchange rate risk is mainly focused
on the main foreign currency monetary items on the end date of the financial
reporting period. The Group's exchange rate risk is mainly affected by
fluctuations in the exchange rates of CNY and USD. The sensitivity analysis
information is as follows:

(1) When the NTD appreciates by 1% against the USD, the impact on the
Group's equity and profit or loss is as follows:

Increase (decrease)

in Equit Gain (loss)
2022 $- $(18,050)
2021 $- $(19,426)

(2) When the NTD appreciates by 1% against the CNY, the impact on the
Group's equity and profit or loss is as follows:

Increase (decrease)

in Equity Gain (loss)
2022 $- $(9,114)
2021 $- $(4,923)
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Interest Rate Risk

Interest rate risk refers to the risk of fluctuations in the fair value of financial
instruments or future cash flows due to the movements in market interest
rates. The Group's interest rate fluctuation risk is mainly from borrowings at
floating and fixed rates.

The sensitivity analysis of the Group's interest rate risk was mainly focused
on the floating interest rates for borrowings on the end date of the financial
reporting period. With an assumption that such borrowings are held for one
fiscal year, when the market interest rate increased/decreased by 0.1%, the
Group's 2022 and 2021 profit or loss would have decreased/increased by
NTD902 thousand and NTD1,599 thousand, respectively.

Equity Price Risk

The fair value of unlisted equity securities held by the Group will be affected
by the uncertainty about their future values. The unlisted equity securities
held by the Group are included in the categories held for trading and
available for sale. The Group manages the price risk of equity securities by
diversifying investments and setting limits for investments in single and
overall equity securities. The information on the investment portfolio of
equity securities should be regularly provided to the Group’s senior
management, and the Board of Directors should review and approve all
decisions about investments in equity securities.

The fair values of other equity instruments or derivatives linked to equity
instruments belong to Level 3. Please refer to Note 12.9 for the sensitivity
analysis information.

4. Credit Risk Management

Credit risk refers to the risk of financial loss arising from default by
counterparties on contract obligations. The Group’s credit risk is derived
from its operating activities (mainly from accounts and notes receivables)
and financial activities (mainly from bank deposits and various financial
instruments).

Each business unit adopts the Group's customer credit risk policies,
procedures, and control measures to manage the customer credit risk. The
credit risk assessment of all customers is based on factors such as the
customers’ financial position, ratings by credit rating agencies, historical
trading experience from the past, current economic environment, and the
Group’s internal rating criteria. The Group also uses certain credit
enhancement tools (such as loans and insurance) at appropriate times to
reduce specific customers’ credit risk.
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As of December 31, 2022 and 2021, the Group's accounts receivable from
the top ten customers accounted for 22.66% and 30.98% of the balances of
the Group's accounts receivable, respectively. The credit concentration risk
for the remaining receivables is relatively insignificant.

The Group’s finance department manages the credit risk of bank deposits,
fixed-income securities, and other financial instruments in accordance with
the Group’s policies. The Group’s counterparties are determined by internal
control procedures, such as banks with good credit, financial institutions with
investment-grade ratings, corporate organizations, and government agencies,
and there is no major concern about their contract performance, hence there
is no significant credit risk.

5. Liquidity Risk Management

The Group maintains financial flexibility through cash and cash equivalents,
highly liquid securities, bank borrowings, convertible corporate bonds, and
financing or leasing contracts. The table below summarizes the maturity of
the payments contained in the contracts of the Group’s financial liabilities. It
is compiled based on the earliest possible date for repayment and its
undiscounted cash flow. The amounts listed also include the agreed interest.
For the interest cash flow paid at floating interest rates, the undiscounted
amount of interest is derived from the yield curve at the end of the reporting

period.
Non-derivative Financial Instruments

Less than 1 5 years or

year 2-3 years  4-5years more Total

2022.12.31
Short-term $441,696 $- $- $-  $441,696
Borrowings
Payables 108,902 - - - 108,902
Long-term Bank 64,394 267,512 120,062 24,721 476,689
Borrowings
Lease Liabilities 5,205 5,910 - - 11,115

Less than 1 5 years or

year 2-3years  4-5years more Total

2021.12.31
Short-term $1,191,506 $- $- $- $1,191,506
Borrowings
Payables 228,804 - - - 228,804
Long-term Bank 57,008 140,210 184,074 33,415 414,707
Borrowings
Lease Liabilities 5,319 7,784 1,176 - 14,279
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6. Reconciliation of Liabilities From Financing Activities

Information on reconciliation of liabilities for the year ended December 31,

2022:
Long-term
Borrowings Other Total Liabilities
Short-term (including due Non-current ~ From Financing
Borrowings  within one year) Lease Liabilities  Liabilities Activities
2022.01.01 $1,191,100 $407,975 $14,071 $411 $1,613,557
Cash Flow (750,000) 53,144 (6,131) - (702,987)
Non-cash 3,064 -
Changes - - 3,064
Exchange Rate - 19
Movements 94 - 113
2022.12.31 $441,194 $461,119 $11,004 $430 $913,747
Information on reconciliation of liabilities for the year ended December 31,
2021:
Long-term
Borrowings Other Total Liabilities
Short-term (including due Non-current ~ From Financing
Borrowings  within one year) Lease Liabilities  Liabilities Activities
2021.01.01 $991,471 $264,736 $8,485 $316 $1,265,008
Cash Flow 199,800 143,239 (5,738) 95 337,396
Non-cash 10,758 -
Changes - - 10,758
Exchange Rate 566 -
Movements (171) - 395
2021.12.31 $1,191,100 $407,975 $14,071 $411 $1,613,557

7. Fair Values of Financial Instruments

(1) Valuation Techniques and Assumptions Adopted to Measure the Fair
Values

Fair value is the price that can be received from a sale of an asset or
paid to transfer a liability in an orderly transaction between market
participants. The methods and assumptions adopted by the Group to
measure or disclose the fair values of its financial assets and financial
liabilities are as follows:

A. The carrying amounts and fair values of cash and cash

equivalents, receivables, payables, and other current liabilities are
reasonable approximations of their fair values, mainly due to the
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)

©)

short durations of such instruments.

B. The fair values of financial assets and financial liabilities that are
traded in an active market with standard terms and conditions are
determined with reference to the quoted market prices (such as
publicly listed stocks and bonds).

C. The fair values of equity instruments not traded in an active
market (such as stocks listed privately offered by TWSE/TPEX
listed companies, publicly listed companies’ stocks without an
active market, and privately offered company stocks) are
estimated with a market approach. The fair values are estimated
based the prices of the transactions of the same or comparable
companies’ equity instruments in the market and other relevant
information (such as discounting factors due to lack of liquidity,
price-earnings ratios of similar companies’ stocks, price-to-book
ratios, of similar companies’ stocks).

D. Regarding debt instrument investments without quoted prices in
an active market, bank borrowings, and other non-current
liabilities, the fair values are determined based on the
counterparties’ quotes or valuation techniques. The valuation
techniques are determined on the basis of discounted cash flow
analysis; the assumptions about interest rates and discount rates
are made with reference to on similar instruments (such as the
Taipei Exchange’s yield curves for reference, the average quotes
of Reuters commercial paper interest rates, and credit risks).

E. As for derivative financial instruments without quoted prices in
an active market, if they are non-option derivatives, their fair
values are determined based on the counterparties’ quotes or the
yield curves that apply during the duration of the discounted cash
flow analysis; if they are option derivatives, the fair values are
determined based on counterparties’ quotes, appropriate option
pricing models (such as Black-Scholes) or other valuation
approaches (such as Monte Carlo Simulation).

Fair Values of Financial Instruments at Amortized Cost

The carrying amounts of the Group's financial assets and financial
liabilities measured at amortized cost approximate their fair values.

Information on the Financial Instrument Fair Value Hierarchy

Please refer to Note 12.9 for information on the Group's financial
instrument fair value hierarchy.
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8. Derivatives

As of December 31, 2022 and 2021, any derivatives held by the Group that
did not meet the criteria for hedge accounting and had not yet expired: None.

9. Fair Value Hierarchy

1)

)

Fair Value Hierarchy Definitions

All assets and liabilities measured or disclosed at fair value are the
lowest level inputs, which are important to the overall fair value
measurement, classified to the fair value levels to which they belong.
The input at each level is as follows:

Level 1: Quoted (unadjusted) prices in active markets for identical
assets or liabilities on the measurement date.

Level 2: Inputs, other than quoted market prices within Level 1 that are
observable, either directly or indirectly, for assets or liabilities.

Level 3: The unobservable input value of an asset or liability.

For assets and liabilities that are recognized in the financial statements
on a repetitive basis, the classification is reevaluated at the end of each
reporting period to determine whether there is a transfer between the
fair value levels.

Information on Hierarchy of Fair Value Measurement
The Group does not have assets measured at fair value on a

non-recurring basis. The information on the fair value levels of assets
and liabilities on a recurring basis is shown below:

December 31, 2022:

Level 1 Level2  Level 3 Total
Assets at Fair Value:
Financial Assets at Fair Value Through
Profit or Loss
Funds $301,236 $- $-  $301,236
Financial Products 114,088 - - 114,088
At Fair Value Through Other
Comprehensive Income
Equity Instruments at Fair Value
Through Other comprehensive
Income 69,562 - 38,521 108,083
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December 31, 2021:

Level 1 Level 2 Level 3 Total

Assets at Fair Value:
Financial Assets at Fair VValue Through
Profit or Loss
Funds $224,071 $- $
At Fair Value Through Other
Comprehensive Income
Equity Instruments at Fair Value
Through Other comprehensive
Income 89,786 - 337,735

Transfer Between Level 1 and Level 2 Fair Values

The Group’s assets and liabilities measured at fair value on a
recurring basis during 2022 and 2021 were not transferred between
Level 1 and Level 2.

Details of Movements in Level 3 Fair Values

If the Group's assets and liabilities measured at fair value on a
recurring basis that belong to Level 3 fair value, the reconciliation of
the balances from the beginning of the period through the end of the
period is listed as follows:

Assets
Financial Assets at Fair Value
Through Other
Comprehensive Income
Stock
2022.01.01 $337,735
Total Losses Recognized for 2022:
Recognized in Other
Comprehensive Income
(recognized in unrealized
gains/losses from investments
in equity instruments at fair
value through other
comprehensive income) (13,675)
Obtained during 2022 166,012
Reclassified as Investments Using
the Equity Method during 2022 (451,551)
2022.12.31 $38,521
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2021.01.01
Total Gains Recognized for 2021:
Recognized in Other

Comprehensive Income
(recognized in unrealized
gains/losses from investments
in equity instruments at fair
value through other
comprehensive income)

2021.12.31

$277,769

59,966
$337,735

Significant Unobservable Level 3 Fair Value Inputs

Regarding the Group’s assets at Level 3 fair value on a recurring
basis, the significant unobservable inputs at fair value are as follows:

December 31, 2022:

Quantitati
Significant ve Relationship Sensitivity Analysis of the Value
Valuation Unobservable  Informatio Between Input and Relations Between Inputs and
Techniques Inputs n Fair Value Fair Values
Financial Assets:
At Fair Value Through
Other Comprehensive
Income
Stock (Chi Rui) Asset Valuation  Discount Due to 30%  The higher the When the percentage of
Approach Hliquidity illiquidity, the lower illiquidity increases (decreases)
the  fair  value by 1%, the Group's equity would
estimate have decreased/increased by
NTD385 thousand.
December 31, 2021
Quantitati
Significant ve Relationship Sensitivity Analysis of the Value
Valuation Unobservable Informatio Between Input and Relations Between Inputs and
Techniques Inputs n Fair Value Fair Values
Financial Assets:
At Fair Value Through
Other Comprehensive
Income
Stock (Chi Rui) Asset Valuation  Discount Due to 30%  The higher the When the percentage of
Approach Hliquidity illiquidity, the lower illiquidity increases (decreases)
the  fair  value by 1%, the Group's equity would
estimate have decreased/increased by
NTD425 thousand.
Stock (Honley) Price-to-book  Discount Due to 30%  The higher the When the percentage of
Ratio Hliquidity illiquidity, the lower illiquidity increases (decreases)
the  fair  value by 1%, the Group's equity would
estimate have decreased/increased by

167

NTD2,952 thousand.



Financial
Assets

Notes to the Consolidated Financial Statements of K.S. TERMINALS INC. and Its
Subsidiaries (Continued)
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Evaluation Process for Level 3 Fair Value

The Group’s Finance Department is responsible for fair value
verification, using data from independent sources to bring the valuation
results closer to the market, confirming that the sources of the data are
independent, reliable, consistent with other resources and represent
executable prices, while analyzing the changes in the value of assets
and liabilities that must be remeasured or re-valuated in accordance
with the Group’s accounting policies at each balance date, to ensure
that the valuation results are reasonable.

(3) Information on Those Not Measured at Fair Value but Need to be
Disclosed

N/A.

10. Information on the foreign currency financial assets and liabilities with
significant impact is as follows:

The Group’s foreign currency financial assets and liabilities with significant
impact are as follows:
Unit: NTD thousand

2022.12.31 2021.12.31
Foreign Exchange (NTD) Foreign Exchange (NTD)
Currency Rate Currency Rate

Monetary

Items

uUsb
CNY

Financial
Liability

$59,415 30.6650 $1,821,961 $70,694 27.6350 $1,953,629

Monetary

Items

usb
CNY

214,492 4.3880 941,191 144,736 4.3230 625,694
$551 30.7650 $16,952 $396 27.7350 $10,983
6,714 4.4340 29,770 30,528 4.3690 133,377

Due to the wide variety of the Group’s functional currencies, it is not
possible to disclose the information on the exchange gains or losses on
monetary financial assets and financial liabilities in each significant foreign
currency. The Group's foreign currency exchange gains (losses) for 2022 and
2021 were NTD251,746 thousand and NTD(38,647) thousand, respectively.
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The above information is disclosed in the foreign currency carrying amount
(already converted to the functional currency).

11. Capital Management
The Group's capital management aims to confirm and maintain appropriate
credit ratings and suitable capital ratios to facilitate business operations and
maximize shareholders' equity. The Group manages and adjusts the capital
structure based on the economic conditions and may maintain and adjust the

capital structure by adjusting dividend payments, returning capital, or issuing
new shares.

XIII. Additional Disclosures

The details of the Group and its subsidiaries’s major transactions, investees, and
investees in China during 2022 are as follows:

1. Information on Material Transactions
(1) Funds lent to others: N/A.
(2) Endorsements/guarantees provided to others: N/A.

(3) Securities held at the end of the period:

Type of Relationship End of Period
Marketable Name of M_a_rketable Bet\_/v_een the General Ledger _ Carrying | Percent _
Securities Securities Securities Issuer Account Unit Amount | age (%) Fair Value
and the Company
Beneficiary | PineBridge Global None Financial Assets at Fair 292,223.79 $88,795 - $80,625
Certificates | ESG Quantitative Bond Value Through Profit or
Loss — current

Beneficiary | Franklin Templeton None n 4,767,534.99 50,000 - 50,072
Certificates | Sinoam Money Market

Fund
Beneficiary | FSITC Taiwan Money None " 3,215,951.10 50,000 - 50,009
Certificates | Market Fund
Beneficiary | Hua Nan Kirin Money None " 2,478,908.60 30,000 - 30,136
Certificates | Market Fund
Beneficiary | NN (L) Investment None " 2,725.31 28,172 - 25,315
Certificates | Grade by Yuanta

Securities
Beneficiary | TSMC by Cathay None " 10,043.07 30,173 - 23,601
Certificates | United Bank
Beneficiary | Fuh Hwa Global Bond None " 1,362,579.70 21,563 - 20,157
Certificates | Fund
Beneficiary |PineBridge None " 50,043.04 14,227 - 13,451
Certificates | Quantitative

Diversified Income

Fund
Beneficiary |Jih Sun Money Market None " 522,175.80 7,657 - 7,870
Certificates | Fund
Beneficiary | Financial Products None " - 114,088 - 114,088
Certificates
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Type of Relationship End of Period
Marketable Name of M_a_rketable Bet\_/v_een the General Ledger _ Carrying | Percent )
Securities Securities Securities Issuer Account Unit Amount | age (%) Fair Value
and the Company
Subtotal 434,675 $415,324
Less: Financial Asset (26,834)
Value Adjustment
Plus: Allowance for 7,483
Exchange Gains
Total $415,324
Stock Cayman Engley None Financial Assets at Fair 1,137,000 139,029 | 0.96% 69,562
Industrial Co.,Ltd. Value Through Other
Comprehensive Income
Stock Chi Rui (Cayman) None " 2,336,345 44,402 | 5.29% 38,521
Holding Limited
Subtotal 183,431 $108,083
Less: Financial Asset (75,348)
Value Adjustment
Total $108,083

(4)
()

(6)

(7)

(8)

(9)
(10)

Marketable securities acquired or sold amounting to at least NTD300
million or 20% of paid-in capital: N/A.

Acquisition of real estate amounting to at least NTD300 million or
20% of paid-in capital: N/A.

Disposal of real estate amounting to at least NTD300 million or 20% of
paid-in capital: N/A.

Total purchases from or sales to related parties amounting to at least
NTD100 million or 20% of paid-in capital: Please refer to Note
13.1.(10).

Receivables from related parties amounting to at least NTD100 million
or 20% of paid-in capital: N/A.

Trading in derivative instruments: N/A.
The business relations between the parent company and its subsidiaries
and among subsidiaries, and important intercompany transactions and

amounts: The transactions below are intercompany transactions that
should be eliminated and have been eliminated.
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. Notes and Accounts
Transaction Receivable (payable)
No. Relationship erﬁesn?a o Asa
(Note | Name of Trader | Counterparty |With Trader P g . percentage of
Purchase of revenue | Transaction
1) (Note 2) Amount Balance | revenue or
(sales) or total Terms
total assets
assets (Note
3) (Note 3)
0 |[KS. CHIEN HO 1 Sales [$321,282 | 10.18% |[Same as Accounts 0.39%
TERMINALS |HSING Regular Receivable
INC. TECHNOLOGY Transactions| $30,798
(SUZHOU)
CO., LTD
1 |CHIEN HO K.S. 2 Purchases| $321,282 | 10.18% |Same as Accounts 0.39%
HSING TERMINALS Regular Payable
TECHNOLOGY |INC. Transactions| $30,798
(SUZHOU) CO.,
LTD
Note 1: “0” represents the parent company, and the remaining numbers represent subsidiaries.
Note 2: “1” represents parent-to-subsidiary transactions.
“2” represents subsidiary-to-parent company transactions.
Note 3: The transaction amount as a percentage of the total revenue or total assets shall be
calculated as the ratio of the ending balance to the total consolidated assets if it is an
asset or liability item, or as the interim cumulative amount to the total revenue if it is a
profit or loss item.
2. Information on Investees
Investees’ names, location, main business activities, initial investment
amounts, shareholdings at the end of the period, current profit or loss, and
investment income or loss recognized (excluding investees in mainland
China):
Initial Investment Amount (Note . Investmen
Main 1) Held at End of Period Net Profit | t Income
Name of Name of - End of Current | End of Last (loss) of the | or Loss
Investor Investee Address Bus:,lr}e_ss Period Period Number of |Perce Carrying | Investee for |Recognize Remarks
Activities Shares ntf 9€] Amount | the Period d by the
(equity) | (%) Company
K.S. K.S.T. P.0.3340,Road Town, Financial $484,635 $484,635 14,540,500 [100%|$1,942,84¢ $329,069 | $330,929) Note 2
TERMINALS | INTERNATI | Tortola ,British Virgin Investment
ONAL Islands
HOLDINGS
LTD.
K.S. JUNG PANG | P.O. BOX 3152, Road [Trade 347 347 10,000 [100%| 9,143 1,121 1,121]
TERMINALS [ ENTERPRIS | Town, Tortola, British
ELTD. Virgin Islands
K.S. DRACO K | 2200 Jerrold Avenue, Unit [Trade USD 2,500 | USD 2500 |2,500,000 [100%| 30,896 (1,200) | (1,200)
TERMINALS | ENTERPRIS | P, San Francisco, thousand thousand
ES,LLC California.
K.S. TAIBON No.24,Lesperance,Provide [Financial USD 160 USD 160 160,000 [100%| 51,794 5,712 5,712
TERMINALS [ HOLDING | nce Industrial Investment thousand thousand
LIMITED Estate, MAHE Seychelles
K.S. Ifchic Inc. | 2200 Jerrold Avenue, Unit [Internet USD 2,500 | USD 2500 [2,500,000 [100%| 59,599 5,216 5,216
TERMINALS P, San Francisco, retailing thousand thousand
California.
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Initial Investment Amount (Note . Investmen
N f N f Vi _ 1) _ Held at End of Period (INet)Pr?{E tInEome
ame 0 ame 0 . End of Current | End of Last 0Ss) of the| or LOss
Investor Investee Adress IA3us_|r1e'ss Period Period Number of Perce Carrying | Investee for |Recognize Remarks
ctivities Shares  |ntage the Period | d by the
(equity) | () | AT ¢
Company
K.S. Yangde No. 59, Ln. 200, Zhuhe  |Industrial 8,400 - 840,000 |35% 5,510 (5,545) (2,890)
TERMINALS | Technology | Rd., Changhua City, Plastic
Co., Ltd. Changhua County 500041, |Products
Taiwan (R.0.C.) Manufacturin
9
K.S. Honley Auto. [ No. 32, Jingjian Rd., Motor 285,539 - 25,433,439 |25% | 273,901 18,755 (10,996)| Note 3
TERMINALS | Parts Co., Qianjin Vil., Pingtung IVehicle Parts
Ltd. City, Pingtung County Manufacturin
900, Taiwan (R.0.C.) ]
K.S.T. JIAN BANG | SURSON COMM BLDG |[Financial HKD 93,610 HKD (93,610,000 [100%]|1,504,741| 261,596 261,596
INTERNATIO| (HONG 140-142 AUSTIN RD Investment thousand 93,610
NAL KONG) TSIMSHATSUI thousand
HOLDINGS | HOLDING
LTD. LTD.
K.S.T. K.S.Terminals| Land No. 58, Survey Page [Production, THB 82,000 |THB 82,000 (8,200,000 |100%| 68,056 (324) (324)
INTERNATIO| (Asia) 1384, Tasith Sub-district, |processing, thousand thousand
NAL Co.,Ltd. Pluak Daeng District, and sales of
HOLDINGS Rayong Province, terminal
LTD. Thailand parts
TAIBON K.S.TERMIN| 99/4 Moo 13, Soi Trade THB 4,900 | THB 4,900 490,000 [49%| 42,660 12,759 6,252
HOLDING ALS Kingkeaw 25/1, Kingkeaw thousand thousand
LIMITED (THAILAND | Rd.,Tambol Rajadeva,
) CO.,LTD. | Amphur Bangplee
Samuthprakarn 11140
Thailand
NIAN BANG [ K.S.TERMIN| 511 Nguyen Oanh Street, [Trade USD 1,000 | USD 1,000 (1,000,000 |100%| 16,922 (94) (94)
(HONG ALS Ward 17, Go Vap District, thousand thousand
KONG) COMPANY | HCM City Vietnam
HOLDING LIMITED
LTD. VIETNAM
NIAN BANG [ PT.KSTERMI| JI. Dr. Latumenten Raya [Trade USD 1,000 | USD 1,000 (1,000,000 |100%| 11,226 (816) (816)
(HONG NALS No.19F RT.007 RW.008 thousand thousand
KONG) TECHNOLDO | Kel.Angke Kec.Tambora
HOLDING GY Kota Administrasi Jakarta
LTD. INDONESIA | Barat
Note 1:  The initial investment amount, equity held at the end of the period, and investment
income or loss recognized are those recognized by the Company in proportion to its
shareholdings.
Note 2: It includes the unrealized gains and losses from downstream transactions with related
parties that were eliminated.
Note 3:  On October 20, the Company increased the equity interest invested in Honley Auto. Parts

Co., Ltd. As of December 31, 2022, the shareholding ratio increased from 15.84% to 25%.
The investment was reclassified as investment using the equity method. Please refer to
Note 6.8 for relevant information.
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3. Information on Investment in Mainland China

(1) The Group invested in investees in mainland China through K.S.T.
INTERNATIONAL HOLDINGS LTD. and JIAN BANG (HONG
KONG) HOLDING LTD. The information is as follows.

The Investment The Investment
Opening Balance Rerﬁggc;”lltrom Endéﬁ%%?:ir\]/? of Group’s Income or | Carrying Cumulative

Name of of Cumulative : Shareholdi | Investment Loss Amount of

Investee in Main Business Investment Investment Taiwan or Investment ngsin Income or | Recognize | Investment Investment Income
mainland Activities Paid-in Capital Method Remitted From Rec_overe_d Re_mltted Fror_n Director | Losson | d for this s at the Repatriated as_of

. . . During this Taiwan for this . . . the End of this
China Taiwan for this - . Indirect | Investees Period | End of this -
. Period Period - Period
Period Out (Note 5) Investment (Notes 2 Period
u dwar Inward S and 3)
CHIEN Production, $229,988  |Established $229,988 $- $- $229,988 100% $300,073 | $300,073 |$1,457,180 $781,958
HO processing, and sales| (USD 7.5 |a Company (USD 7.5 (USD 7.5 (USD 25.5 million)
HSING of components of million) in a Third million) million)
TECHNO ([new instruments, Region to
LOGY such as instrument Invest in a
(SUZHOU (connectors, and Company
) CO., LTD [precision electronic in China
ceramics

Ending balance of cumulative
outward remittances for
investment in mainland China
(Note 1)

Investment amount
approved by the
Investment Commission,
MOEA (Note 1)

Limit on Investment Amount Stipulated
by the Investment Commission, MOEA

$344,245
(USD 11.226 million)

$344,245
(USD 11.226 million)

$3,627,563 (Note 4)

Note 1: If the above amounts were in foreign currencies, they were converted into NTD at the

exchange rates prevailing on the balance sheet date.

Note 2:  The investment income and losses recognized for this period are based on the financial
statements that have been audited by the parent company’s CPA in Taiwan.
Note 3: It includes the unrealized gains and losses from downstream transactions with related
parties that were eliminated.
Note 4:  As per the regulations of the Investment Commission, MOEA, the upper limit of the
Group's investment in mainland China is 60% of its net worth.
Note 5:  The differences between the cumulative investment amount and the investment amount
approved by the Investment Commission, MOEA, are as follows:
(1) The investee, Rl DUAN CHIEN HO HSING ELECTRONICS TECHNOLOGY
(SUZHOU) CO., LTD., was liquidated in 2019, and the initial investment
amounting to US$2.636 million has been remitted back to the holding company,

K.S.T. INTERNATIONAL HOLDINGS LTD.

(2) The Group invested in 5.29% of the equity of Chi Rui (Cayman) Holding Limited
(the initial investment amounted to US$1.11 million), which was recognized as a
financial asset at fair value through other comprehensive income.

(2) Please refer to Notes 13.1.(7) and (10) for information on major
transactions with investees in China as well as the prices and payment

terms thereof.

4. Information on Major Shareholders

As of December 31, 2022, the Group did not have a shareholder with a
shareholding of 5% or higher.
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Notes to the Consolidated Financial Statements of K.S. TERMINALS INC. and Its

Subsidiaries (Continued)

(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

XIV.

Revenue
Revenue From
External

Customers
Inter-segment
Revenue
Total Revenue

Interest Expenses
Depreciation and
Impairment
Investment Income
(loss)

Segment Profit or
Loss

Segment Information

For the purpose of management, the Group divided the operating segments
by product and service into the three reportable operating segments below:

The operation segment of K.S. TERMINALS in Taiwan: This segment is
responsible for sales in Taiwan, Europe, and the U.S.

The operation segment of CHIEN HO HSING (SUZHOU): This segment is
responsible for sales in China.

Others: This segment is responsible for transfers between segments.

The management team supervises each of the segments’ operating
performance to make decisions on resource allocation and performance
evaluation. The segments’ performance is evaluated based on operating
profit or loss, which is measured in a method consistent with that adopted to
measure the operating profit or loss in the consolidated financial statements.
However, financial costs and financial income and income tax in the
consolidated financial statements were managed on a group basis and not
apportioned among operating segments.

Transfer pricing between operating segments is similar to that of regular
transactions with external third parties.

Reportable Segment Profit or Loss, Assets, and Liabilities

(1) 2022:
K.S. CHIEN HO
TERMINALS in HSING Adjustment and
Taiwan (SUZHOU) Others Subtotal Elimination Total
$2,758,775 $1,873,250 $213,490 $4,845,515 $- $4,845,515
397,114 33,519 - 430,633 (430,633) -
$3,155,889 $1,906,769 $213,490 $5,276,148 $(430,633) $4,845,515
$13,100 $- $79 $13,179 $- $13,179
86,440 28,412 4,039 118,891 (1,150) 117,741
327,892 - - 327,892 (341,778) (13,886)
$1,109,944 $394,183 $86,805 $1,590,932 $(338,862) $1,252,070
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Notes to the Consolidated Financial Statements of K.S. TERMINALS INC. and Its
Subsidiaries (Continued)

(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

K.S. CHIEN HO
TERMINALS in HSING Adjustment and
Taiwan (SUZHOU) Others Subtotal Elimination Total
Long-term
Investments
Accounted for Using $2,373,689 $- $- $2,373,689 $(2,094,278) $279,411
the Equity Method
Capital Expenditure
on Non-current 117,800 12,234 266 130,300 - 130,300
Assets
Segment Assets $7,833,557 $1,590,806 $782,137 $10,206,500 $(2,191,633) $8,014,867
Segment Liabilities $1,787,618 $133,626 $69,469 $1,990,713 $(66,186) $1,924,527
(2) 2021:
K.S. CHIEN HO
TERMINALS in HSING Adjustment and
Taiwan (SUZHOU) Others Subtotal Elimination Total

Revenue
Revenue From

External $2,839,705 $1,748,236 $204,360 $4,792,301 $- $4,792,301

Customers
Inter-segment 538,253 130,356 : 668,609 (668,609) :
Revenue
Total Revenue $3,377,958 $1,878,592 $204,360 $5,460,910 $(668,609) $4,792,301
Interest Expenses $11,442 $- $90 $11,532 $- $11,532
Depreciation and 83,859 26,907 2,343 113,109 (1,218) 111,891
Impairment
H‘g’gtme”t Income 271,473 : : 271,473 (271,473) :
Ezgsg‘em Profit or $976,640 $391,973 $ (738) $1,367,875 $(275,589) $1,002,286
Long-term
Investments
Accounted for Using $2,094,321 $- $- $2,094,321 $(2,094,321) $-
the Equity Method
Capital Expenditure
on Non-current 80,850 22,831 3) 103,678 - 103,678
Assets
Segment Assets $8,023,956 $1,486,944 $986,055 $10,496,955 $(2,170,832) $8,326,123
Segment Liabilities $2,551,857 $250,124 $52,938 $2,854,919 $ (39,255) $2,815,664

2. Reconciliation of Reportable Segment Revenue, Profit or Loss, Assets,
Liabilities, and Other Major Items

The Group did not need reconciliation related to segment revenue, profit or
loss, assets, liabilities, and other major items during 2022 and 2021.
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Notes to the Consolidated Financial Statements of K.S. TERMINALS INC. and Its
Subsidiaries (Continued)
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

3. Information by Region

(1) Net Revenue From External Customers:

Region 2022 2021
Asia $2,656,412 $2,281,887
Taiwan 1,176,816 1,614,332
Europe 507,417 378,700
The U.S. 501,266 514,208
Others 3,604 3,174
Total $4,845,515 $4,792,301

Revenue is classified by the country where each customer operates.

(2) Non-current Assets:

Region 2022.12.31 2021.12.31
Asia $246,280 $240,475
Taiwan 1,465,024 1,121,267
The U.S. 17,750 16,839
Total $1,729,054 $1,378,581

4. Information on Important Clients

There was no single customer who accounted for 10% or more of the
Group’s consolidated revenue for 2022 and 2021.
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CPAs’ Audit Report
To K.S. TERMINALS INC.,
Audit opinions

We have audited the accompanying parent company-only balance sheets of K.S.
TERMINALS INC., (the “Company”) for the years ended December 31, 2022 and
2021 and the relevant parent company-only statements of comprehensive income,
changes in equity and cash flows for the years then ended, and relevant notes,
including a summary of significant accounting policies (collectively referred to as the
“parent company-only financial statements™).

In our opinion, based on our audits and the reports of other auditors (please refer
to the Other Matters section of our report), the accompanying parent company-only
financial statements present fairly, in all material respects, the financial position of the
Company as of December 31, 2022 and 2021 and for the years then ended, and its
financial performance and cash flows for the years then ended in conformity with the
requirements of the Regulations Governing the Preparation of Financial Reports by
Securities Issuers and International Financial Reporting Standards (IFRS),
International Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC
Interpretations (SIC) endorsed and issued into effect by the Financial Supervisory
Commission (FSC) of the Republic of China.

Basis for Audit Opinion

We conducted our audit in accordance with the Regulations Governing the
Auditing and Attestation of Financial Statements by Certified Public Accountants and
auditing standards. Our responsibilities under those standards are further described in
the paragraph “CPAs’ Responsibilities for the Audit of the Parent Company-only
Financial Statements”. We are independent of the Company in accordance with the
Norm of Professional Ethics for Certified Public Accountant and have fulfilled our
other responsibilities in accordance with these requirements. Based on our audits and
the reports of other auditors, we are convinced that we have acquired enough and
appropriate audit evidence to serve as the basis for our audit opinion.

Key Audit Matters

Key audit matters refer to the most vital matters in our audit of the Company’s
financial statements for the year ended December 31, 2022, based on our professional
judgment. These matters are addressed in our audit of the parent company-only
financial statements as a whole and in forming our audit opinion. We do not express a
separate opinion on these matters.

Inventory Valuation (including investment using the equity method - subsidiary

inventory)

The inventories of the Company and its subsidiaries invested using the equity
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method are material to the financial statements. The main raw materials in the
inventories are bronze and copper. Due to the fluctuations of the international copper
prices, the prices of raw material inventories may fluctuate greatly, and due to the
fluctuations of the international raw material prices, the selling prices of the relevant
finished goods may be impacted by the overly low raw material prices. As the amount
of the allowance for inventory valuation losses is material to the financial statements,
we adopted it as a key audit matter.

Our audit procedures included (but were not limited to) understanding and
testing the effectiveness of the internal control system established by the management
team for inventory valuation losses, assessing the reasonableness of the allowance for
inventory valuation losses provided, inspecting inventories to verify the status of
ending inventories, and sampling to verify the costs of inventories per unit, while for
the net realizable values adopted by the management, sampling and vouching for
documents related to purchases and sales to verify the correctness of the net realizable
values of inventories.

We also considered the appropriateness of the disclosures in Notes 4, 5 and 6 to
the financial statements related to inventories.

Other Matters — Making Reference to the Audits of Component Auditors

We did not audit the financial statements of certain associates and joint
ventures accounted for under the equity method whose statements are based solely on
the reports of other auditors. Therefore, in our opinion, for the accompanying parent
company-only financial statements, amounts stated in the financial statements of these
associates and joint ventures accounted for under the equity method are based solely
on the reports of other auditors. These associates and joint ventures under the equity
method amounted to NTD279,411 thousand, representing 4% of individual total
assets as of December 31, 2022. The related shares of profit or loss of subsidiaries,
associates and joint ventures under the equity method amounted to NTD(13,886)
thousand, representing (1)% of the individual income before tax for the year ended
December 31, 2022. The related shares of other comprehensive income of subsidiaries,
associates and joint ventures under the equity method amounted to NTD(642),
representing 6% of the individual other comprehensive income for the year ended
December 31, 2022.

Responsibilities of the management and the governing body for the parent
company-only financial statements

The responsibilities of the management are to prepare the parent company-only
financial statements with fair presentation in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and the IFRSs
endorsed and issued into effect by the FSC and to maintain the necessary internal
control associated with the preparation in order to ensure that the parent
company-only financial statements are free from material misstatement arising from
fraud or error.

In preparing the parent company-only financial statements, the management is
responsible for assessing the Company’s ability in continuing as a going concern,
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disclosing relevant matters, and adopting the going concern basis of accounting,
unless the management intends to liquidate the Company or cease operations, or has
no viable alternatives but to liquidate or cease operations.

The Company’s governing body (including the Audit Committee) is responsible
for supervising the financial reporting process.

CPAs’ responsibilities for the audit of the parent company-only financial
statements

Our objectives are to obtain reasonable assurance on whether the parent
company-only financial statements as a whole are free from material misstatement
arising from fraud or error and to issue an independent auditors’ report. Reasonable
assurance is a high-level assurance but is not a guarantee that an audit conducted in
accordance with auditing standards of the Republic of China will always detect a
material misstatement when it exists. Misstatement may arise from fraud or error. If
the monetary amounts are misstated, either separately or in aggregate, could
reasonably be expected to influence the economic decisions of the users of the parent
company-only financial statements, they are considered material.

We have exercised our professional judgment and maintained professional
doubt when performing the audit work in accordance with auditing standards. We also
performed the following tasks:

1.  We identified and assessed the risks of material misstatement arising from
fraud or error within the parent company-only financial statements, designed
and executed countermeasures in response to said risks, and obtained
sufficient and appropriate audit evidence to provide a basis for our opinion.
Fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Therefore, the risk of
not detecting a material misstatement resulting from fraud is higher than one
resulting from error.

2. We learned about the internal control related to the audit in order to design
appropriate audit procedures under the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal
control.

3. We evaluated the appropriateness of the accounting policies adopted and the
reasonableness of the accounting estimates and relevant disclosures made by
the management.

4. We made conclusions on the appropriateness of the management’s adoption
of the going concern basis of accounting based on the audit evidence
obtained and whether a material uncertainty exists for events or conditions
that may cast significant doubt on the Company’s ability to continue as a
going concern. If we are of the opinion that a material uncertainty exists, we
shall remind users of the parent company-only financial statements to pay
attention to relevant disclosures in said statements in our audit report. If such
disclosures are inadequate, we need to modify our opinion. Our conclusions
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are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to cease to
continue as a going concern.

5. We evaluated the overall presentation, structure, and content of the parent
company-only financial statements (including relevant notes) and whether
the parent company-only financial statements adequately presented the
relevant transactions and events.

6. We are convinced that we have acquired enough and appropriate audit
evidence of the financial information of entities within the Group to serve as
the basis of audit opinion on the parent company-only financial statements.
We are responsible for guiding, supervising, and performing the audit and
forming an audit opinion on the Group.

The matters communicated between us and the governing body included the
planned scope and time of the audit and significant audit findings (including any
significant defects in internal control identified during the audit).

We also provided the governing body with a declaration that we have complied
with the Norm of Professional Ethics for Certified Public Accountant regarding
independence and communicated with it all relationships and other matters that might
possibly be regarded as detrimental to our independence (including relevant protective
measures).

From the matters communicated with the governing body, we determined the
key audit matters for the audit of the Company’s financial statements for the year
ended December 31, 2022. We have clearly indicated such matters in the auditors’
report, unless legal regulations prohibit the public disclosure of specific matters or in
extremely rare cases in which we decided not to communicate specific items in the
auditors’ report for it could be reasonably anticipated that the negative effects of such
disclosure would be greater than the public interest it might bring forth.

EY Taiwan
Approved by the Competent Authority to Audit/Review
Publicly Listed Companies’ Financial Statements
Case Audit No.: Jin-Guan-Zheng-Shen-Zi No. 1060027042
Jin-Guan-Zheng-Shen-Zi No. 1080326041
Chen Ming-Hung
Certified Public Accountant:

Huang Yu-Ting

March 16, 2023
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K.S. TERMINALS INC.

Parent Company-only Balance Sheets
December 31, 2022 and December 31, 2021
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Assets December 31, 2022 December 31, 2021

Code Accounting Item Note Amount % Amount %

Current Assets
1100 Cash and Cash Equivalents 4and 6.1 $1,772,345 23 $1,355,336 17

Financial Assets at Fair Value Through Profit or Loss —

1110 current 4and 6.2 301,236 4 224,071 3
1136 Financial Assets Measured at Amortized Cost — current 4 and 6.3 138,381 2 55,319 1
1150 Net Notes Receivable 4 and 6.15 33,255 - 42,841 -
1170 Net Accounts Receivable 4,6.4,and 6.16 345,957 4 497,983 6
1180 Net Accounts Receivable — Related Parties 4,6.4,6.16,and 7 70,973 1 51,561 1
1200 Other Receivables 4 and 6.5 275,091 4 551,618 7
130x Inventories 4 and 6.6 1,181,282 15 1,519,376 19
1410 Advance Receipts 4 27,157 - 44,345 -
1470 Other Current Assets 6,7,and 8 7,115 - 2,697 -
11xx Total Current Assets 4,152,792 53 4,345,147 54

Non-current Assets

Financial Assets at Fair Value Through Other

1517 Comprehensive Income — non-current 4 and 6.7 108,083 1 427,521 6
1550 Investments Using the Equity Method 4 and 6.8 2,373,689 30 2,094,321 26
1600 Property, plants and equipment 4,6.9,and 8 1,130,882 15 1,058,611 14
1755 Right-of-use Assets 4,6.17,and 7 7,452 - 9,482 -
1760 Net Investment Property 4 3,941 - 4,730 -
1780 Intangible Assets 4 9,250 - 7,867 -
1840 Deferred Tax Assets 4 and 6.21 13,380 - 35,700 -
1900 Other Non-current Assets 34,088 1 40,577 -
15xx Total Non-current Assets 3,680,765 47 3,678,809 46

Total assets $7,833,557 100 $8,023,956 100

Chairman: Cheng Ke-Pin

(Please see the Notes to the Parent Company-only Financial Statements.)

Managerial Officer: Cheng Ching-Jen
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K.S. TERMINALS INC.

Parent Company-only Balance Sheets (Continued)

December 31, 2022 and December 31, 2021

(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Liabilities and Equity December 31, 2022 December 31, 2021
Cod
e Accounting Item Note Amount % Amount %
Current liabilities
2100|  Short-term Borrowings 4and 6.10 $439,800 6 $1,189,800 15
2130 Contract Liabilities — current 4 and 6.15 19,210 11,284 -
2150 Notes Payable 4,148 - 8,162 -
2170 Accounts Payable 75,269 1 99,717 1
2180  Accounts Payable — Related Parties 4,260 - 15 -
2200|  Other Payables 4and 6.11 346,539 4 368,730 5
2230|  Current Tax Liabilities 4and 6.21 124,604 2 154,947 2
2300 Other Current Liabilities 4,6.17,and 7 7,626 - 7,675 -
Long-term Liabilities Due Within One Year or
2322 One Business Cycle 4and 6.12 58,606 1 54,989 1
21xx Sub-total of Current Liabilities 1,080,062 14 1,895,319 24
Non-current Liabilities
2540 Long-term Borrowings 4 and 6.12 402,513 5 352,986 4
2570 Deferred Tax Liabilities 4and 6.21 301,356 4 298,027 4
2600 Other Non-current Liabilities 4,6.17,and 7 3,687 - 5,525 -
25xx Sub-total of Non-current Liabilities 707,556 9 656,538 8
2XXX Total Liabilities 1,787,618 23 2,551,857 32
Equity Attributable to Owners of the Parent
Company
Capital Stock 6.14
3110 Ordinary Shares 1,556,549 20 1,556,549 19
3200(Capital Surplus 6.14 27,281 - 73,977 1
3300(|Retained Earnings 6.14
3310 Legal Reserve 723,956 9 646,457 8
3320 Special Reserve 205,872 3 256,026 3
3350 Undistributed Earnings 3,647,131 47 3,144,961 39
Subtotal of Retained Earnings 4,576,959 59 4,047,444 50
3400(|Other Equity
Exchange differences arising on the translation
3410 of the financial statements of foreign operations (40,678) 1) (68,252) 1)
Unrealized Gain (loss) on Financial Assets at
Fair Value Through Other Comprehensive 12
3420 Income (74,172) (1) (137,619) (1)
Subtotal of Other Equity (114,850) (2) (205,871) (2)
3xxx|Total Equity 6,045,939 77 5,472,099 68
Total Liabilities and Equity $7,833,557 100 $8,023,956 100

(Please see the Notes to the Parent Company-only Financial Statements.)

Chairman: Cheng Ke-Pin

Managerial Officer: Cheng Ching-Jen
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K.S. TERMINALS INC.
Parent Company-only Statement of Comprehensive Income

For the Years Ended December 31, 2022 and 2021

(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

2022 2021
Code Accounting Item Note Amount % Amount %
4000 [Operating income 4,6.15,and 7 $3,155,889 | 100 $3,377,958 | 100
5000 |Operating Costs 6.6, 6.18, and 7 (2,172,140) | (69) (2,271,633) | (67)
5900 [Operating Gross Profit 983,749 31 1,106,325 33
5910 Unrealized Sales Profit and Loss (38,702) 1) (42,931) (@)
5920 Realized Sales Profit and Loss 42,931 1 42,920 1
Net Operating Gross Profit 987,978 31 1,106,314 33
6000 [Operating Expenses 6.18 and 7
6100 Selling Expenses (161,384) (5) (153,025) (5)
6200 Administrative Expenses (150,778) (5) (134,307) 4)
6300 Research and Development Expenses (112,219) ?3) (105,347) 3)
6450 Expected Credit Impairment Losses 6.16 (6) - - -
Total Operating Expenses (424,387) | (13) (392,679) | (12)
6900 |Operating Profit 563,591 18 713,635 21
7000 [Non-operating Revenue and Expenses
7010 Other Income 4 and 6.19 62,712 2 31,332 1
7020 Other Gains and Losses 6.19 168,849 5 (28,358) 1)
7050 Financial Costs 6.19 (13,100) - (11,442) -
Share of Profit or Loss of Subsidiaries, Associates, and Joint
7070 Ventures Recognized Using the Equity Method 4 and 6.8 327,892 10 271,473 8
Total Non-operating Income and Expenses 546,353 17 263,005 8
7900 |Net Profit Before Tax 1,109,944 35 976,640 29
7950 {Income Tax Expenses 4 and 6.21 (214,558) (7) (201,644) (6)
8200 |Current Net Profit 895,386 28 774,996 23
8300 [Other Comprehensive Income (loss) 6.20 and 6.21
8310 Items That Will not be Reclassified Subsequently to Profit or Loss
Unrealized Gains (losses) From Investments in Equity
8316 Instruments Measured at Fair Value Through Other
Comprehensive Income 6.7 (38,607) 1) 41,938 1
8349 Income Tax Related to Items not Reclassified 797 - (945) -
8360 Items That May be Reclassified Subsequently to Profit or Loss
Exchange differences arising on the translation of the financial
8361 statements of foreign operations 35,270 1 11,452 -
Share of Other Comprehensive Income of Associates and Joint
8370 Ventures Recognized Using the Equity Method-May be
Reclassified to Profit or Loss (642) - - -
8399 Income Tax Related to Items That May be Reclassified (7,054) - (2,290) -
Other Income in the Current Period (net of tax) (10,236) - 50,155 1
8500 |Total Comprehensive Income in the Current Period $885,150 28 $825,151 24
Earnings per Share
9750 Basic Earnings per Share (NTD) 4 and 6.22 $5.75 $4.98
9850 Diluted Earnings per Share (NTD) $5.73 $4.97

Chairman: Cheng Ke-Pin

(Please see the Notes to the Parent Company-only Financial Statements.)
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K.S. TERMINALS INC.

Parent Company-only Statement of Changes in Equity
For the Years Ended December 31, 2022 and 2021
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Retained Earnings

Other Equity Interest Items

Exchange differences Unrealized Gain (loss) on
Code Item Common stock Capital Surplus Leaal Reserve Special Reserve Undistributed arising on the translation Financial Assets at Fair Total Equity
9 P Earnings of the financial statements Value Through Other
of foreign operations Comprehensive Income
Al |Balance as of January 1, 2021 $1,556,549 $182,936 $610,354 $347,268 $2,392,654 $(77,414) $(178,612) $4,833,735
2020 Statement of Earnings
Distribution
B1 Legal Reserve 36,103 (36,103) -
B3 Special Reserve (91,242) 91,242 -
B5 Shareholder Cash Dividends (77,828) (77,828)
Cash Dividends Distributed From
C15 Capital Surplus (108,959) (108,959)
D1 [Net Income for 2021 774,996 774,996
D3 g)égelzr Comprehensive Income for 9,162 40,993 50.155
D5 Total Comp'rehenswe Income in the ) ) ) ) 774,996 9,162 40,993 825,151
Current Period
Z1 |Balance as of December 31, 2021 $1,556,549 $73,977 $646,457 $256,026 $3,144,961 $(68,252) $(137,619) $5,472,099
Al |Balance as of January 1, 2022 $1,556,549 $73,977 $646,457 $256,026 $3,144,961 $(68,252) $(137,619) $5,472,099
2021 Statement of Earnings
Distribution
B1 Legal Reserve 77,499 (77,499) -
B3 Special Reserve (50,154) 50,154 -
B5 Shareholder Cash Dividends (264,614) (264,614)
Cash Dividends Distributed From
C15 Capital Surplus (46,696) (46,696)
D1 |Net income for 2022 895,386 895,386
D3 ggg;r Comprehensive Income for 27574 (37,810) (10,236)
D5 Total Comp'rehenswe Income in the ) ) ) ) 895,386 27574 (37,810) 885,150
Current Period
Disposal of Equity Instruments at
Q1 |Fair Value Through Other (101,257) 101,257 -
comprehensive Income
Z1 |Balance as of December 31, 2022 $1,556,549 $27,281 $723,956 $205,872 $3,647,131 $(40,678) $(74,172) $6,045,939

Chairman: Cheng Ke-Pin

(Please see the Notes to the Parent Company-only Financial Statements.)

Managerial Officer: Cheng Ching-Jen
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K.S. TERMINALS INC.
Parent Company-only Statement of Cash Flows

For the Years Ended December 31, 2022 and 2021

(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Code Item 2022 2021 Code Item 2022 2021

AAAA Cash flow from operating activities: BBBB |Cash flow from investing activities:

A10000 Net Income Before Tax for This Period $1,109,944 $976,640 B00010 Acquisition t_)f Financial Assets at Fair Value Through Other (170,720) (58,516)
Comprehensive Income

A20000 Adjustments: B00020 Disposal of F_|nan(:|al Assets at Fair Value Through Other 451,551 58799
Comprehensive Income

A20010 Income and Expenses: B00060 Increase in Financial Assets Measured at Amortized Cost (83,062) (46,304)

A20100 Depreciation Expenses 83,207 81,026 | B01800 Acquisition of Investments Using the Equity Method (459,951) -

A20200 Amortization Expenses 3,233 2,833 B02400 E;Oucif;dl\jl :;;E(Td Capital Decrease of Investments Using the 166,012 )

A20300 Expected Credit Impairment Losses 6 - | B02700 Acquisition of property, plants and equipment (117,800) (80,850)

A20400 ONFEtngsOSSS on Financial Assets and Liabilities at Fair Value Through Profit 32,260 2,256 B02800 Proceeds from sale of property, plants and equipment 135 7

A20900 Interest Expenses 13,100 11,442 | B04100 Decrease (increase) in Other Receivables 259,641 (93,684)

A21300 Dividend Income (4,320) (6,660) | B04500 Acquisition of Intangible Assets (4,224) (4,041)

A21200 Interest Income (17,975) (3,550) | B06700 Increase in Other Non-current Assets (26,920) (50,505)

A22400 Share of Profit _of Sub5|d|ar|es, Associates, and Joint Ventures (327,892) (271,473) BO7600 Dividends Received 381,320 )

Recognized Using the Equity Method

A22500 Gains on disposal and scrapping of property, plants and equipment (135) (71) | BBBB Net Cash Flow From (used in) Investing Activities 395,982 (275,030)

A23100 Gain on Disposal of Investments (3,636) (534) | CCCC |Cash flow from financing activities:

A23700 Valuation Losses 7,543 4,739 | C00100 Increase in Short-term Loans 2,709,200 4,319,600

A23900 Unrealized Sales Profit 38,702 42,931 | C00200 Decrease in Short-term Borrowings (3,459,200) (4,119,800)

A24000 Realized Sales Profit (42,931) (42,920) C01600 Igr?:gl-et:rr? Borrowings (including long-term borrowings due in 106,000 181,200

A29900 Gain on Lease Modifications - (10) C01700 Repayment of Lgng—term Borrowings (including long-term (52,856) (37,961)
borrowings due in one year)

A30000 Changes in Current Assets/Liabilities Related to Operating Activities: C04020 Lease Principal Repaid (5,079) (4,645)

A31110 Lr&c;:gzie in Financial Assets at Fair Value Through Profit or Loss — (105,789) (26,050) C04400 Increase in Other Non-current Liabilities ) 130

A31130 Decrease (increase) in Notes Receivable 9,586 (6,650) | C04500 Payout of Cash Dividends (311,310) (186,787)

A31150 Decrease (increase) in Accounts Receivable 152,020 (194,932) | C05600 Interest Paid (12,992) (11,469)

A31160 Decrease (increase) in Accounts Receivable — Related Parties (19,412) 11,273 | CCCC Net Cash Flow from (used in) Financing Activities (1,026,237) 140,268

A31180 Decrease (increase) in Other Receivables 10,831 (8,807) EEEE |Increase (decrease) in the Current Cash and Cash Equivalents 417,009 (85,660)

A31200 Decrease (increase) in Inventories 330,551 (658,646) | E00100 |[Cash and Cash Equivalents at the Beginning of the Period 1,355,336 1,440,996

A31230 Decrease (increase) in Prepayments 17,188 (15,147) | E00200 |Cash and Cash Equivalents at the End of the Period $1,772,345 $1,355,336

A31240 Decrease (increase) in Other Current Assets (912) 1,580

A32125 Increase in Contract Liabilities 7,926 9,180

A32130 Increase (decrease) in Notes Payable (4,014) 1,616

A32150 Increase (decrease) in Accounts Payable (24,448) 41,681

A32150 Increase (decrease) in Accounts Payable - Related Parties 4,245 (1,577)

A32180 Increase (decrease) in Other Payables (21,077) 153,961

A32230 Increase in Other Current Liabilities 128 178

A33000 Cash Inflow From Operations 1,247,929 104,309

A33100 Interest Received 15,389 3,590

A33200 Dividends Received 4,320 6,660

A33500 Income Tax Paid (220,374) (65,457)

AAAA Net Cash Inflow From Operating Activities 1,047,264 49,102

Chairman: Cheng Ke-Pin

(Please see the Notes to the Parent Company-only Financial Statements.)

Managerial Officer: Cheng Ching-Jen
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K.S. TERMINALS INC.
Notes to the Parent Company-Only Financial Statements

For the Years Ended December 31, 2022 and 2021
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Company History

K.S. TERMINALS INC. (hereinafter referred to as the “Company”) was
incorporated in February 1978. It mainly engages in the production and sales of
various terminal parts. It merged with Hongsong Steel Co., Ltd. on September 1,
1998. After the merger, the Company’s manufacturing, processing, and trading of
iron materials, stainless steel goods, and molds increased.

The Company was approved by the competent authority to trade its stock on the
Taiwan Stock Exchange in October 2011, and the stock was officially listed on
the Taiwan Stock Exchange on February 19, 2002. The place of registration and
main operating site are located at No. 8, Zhangbin East Third Road Xianxi
Township, Changhua County.

Date and Procedure for Approval of Financial Statements

The Company’s parent company-only financial reports for the years of 2022 and
2021 were released after approval by the Board of Directors on March 16, 2023.

Application of Newly Issued and Amended Standards and
Interpretations

1. Changes in accounting policies due to the initial application of the IFRSs

The Company has adopted the IFRSs that have been endorsed by the FSC
and are applicable to the fiscal years beginning on or after January 1, 2022,
and the initial application of the newly issued and amended standards and
interpretations caused no material impact on the Company.

2. Up to the date the financial statements were approved for release, the new or
amended IFRSs published by IASB and endorsed by the FSC and not
adopted by the Company:

Effective Date

Liabilities Arising from a Single Transaction”

Item New/Revised/Amended Standards and Interpretations Announced by the
IASB
1 |Amendments to IAS 1 “Disclosure of Accounting Policies” January 1, 2023
2 |Amendments to IAS 8 “Definition of Accounting Estimates” January 1, 2023
3 |Amendments to IAS 12 “Deferred Tax Related to Assets and|  January 1, 2023
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)

)

©)

Amendments to 1AS 1 “Disclosure of Accounting Policies”

The disclosure of accounting policies to provide more useful
information to investors and other major users of financial statements
was improved in the amendments.

Amendments to 1AS 8 “Definition of Accounting Estimates”

Accounting estimates are directly defined, and IAS 8 “Accounting
Policies, Changes in Accounting Estimates and Errors” was further
amended to help an enterprise distinguish between changes in
accounting policies and changes in accounting estimates.

Amendments to 1AS 12 “Deferred Tax Related to Assets and Liabilities
Arising from a Single Transaction”

The scope of deferred tax recognition exemption under paragraphs 15
and 24 of 1AS 12 "Income Tax" was narrowed so that the exemption
does not apply to transactions that result in the same amounts of
taxable and deductible temporary differences upon initial recognition.

The Company evaluated the above new, revised, and amended standards and
interpretations that have been published by the IASB and endorsed by the
FSC and are applicable to the fiscal years beginning on or after January 1,

2022,

and determined that they did not cause any material impact on the

Company.

3. Up to the date the financial statements were approved for release, the new or
amended IFRSs published by IASB without endorsement by the FSC and not
adopted by the Company:

Effective Date

Ventures” — Sale or Contribution of Assets Between an
Investor and its Associate or Joint Venture

Item New/Revised/Amended Standards and Interpretations Announced by the
IASB
1 |Amendments to IFRS 10 “Consolidated Financial To be determined by
Statements” and IAS 28 “Investments in Associates and Joint the IASB

IFRS 17 Insurance Contracts

January 1, 2023

Amendments to IAS 1 “Classification of Liabilities as
Current or Non-current”

January 1, 2024

Lease Liability in a Sale and Leaseback (Amendments to
IFRS 16)

January 1, 2024

Non-current Liabilities with Covenants (Amendments to IAS

1)

January 1, 2024
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)

)

Amendments to 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
Venture

The amendments aim to address the inconsistency regarding the loss of
control due to the investment in an affiliate or a joint venture through a
subsidiary between IFRS 10 “Consolidated Financial Statements” and
IAS 28 “Investments in Associates and Joint Ventures”. IAS 28
stipulates that when non-monetary assets are invested in exchange for
the equity in an affiliate or a joint venture, the share of the resulting
profit or loss shall be eliminated as the treatment method adopted for
downstream transactions. IFRS 10 stipulates that the total gain or loss
upon loss of control over a subsidiary shall be recognized. The
amendments restrict the above requirements of IAS 28: when assets
that constitute a business as defined in IFRS 3 are sold or purchased,
the total resulting gain or loss shall be recognized.

In the amendments, IFRS 10 was amended so that when an investor
sells or invests in a subsidiary (affiliate or joint venture) that does not
constitute a business as defined by IFRS 3, only the profit or loss
arising therefrom within the scope not belonging to the investor shall
be recognized.

IFRS 17 Insurance Contracts

This standard provides a comprehensive model of insurance contracts,
including all accounting-related elements (recognition, measurement,
presentation, and disclosure principles). The core of the standard is a
regular model. Under this model, during the initial recognition, the
group of insurance contracts are measured at the aggregate amount of
fulfillment cash flows and contractual service margins. The carrying
amount at the end of each reporting period is the sum of the liabilities
for the remaining coverage and the liabilities for incurred claims.

In addition to the regular model, it also provides a specific applicable
method for contracts with direct participation features (variable fee
approach and a simplified method for short-term contracts) (premium
allocation approach).

After this standard was published in May 2017, the amendments were
published in 2020 and 2021. In these amendments, the effective date in
the transitional provisions will be postponed for two years (that is, from
January 1, 2021 postponed to January 1, 2023) with additional
exemptions provided, while some regulations are simplified to reduce
the cost of adopting this standard, and some regulations are amended to
make some scenarios easier to interpret. After this standard becomes
effective, it will supersede the transitional provisions (i.e. IFRS 4
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“Insurance Contracts”).

(3) Amendments to IAS 1 “Classification of Liabilities as Current or
Non-current”

The classification of liabilities as current or non-current in paragraphs
69 to 76 of IAS 1 “Classification of Liabilities as Current or
Non-current” was amended.

(4) Lease Liability in a Sale and Leaseback (Amendments to IFRS 16)

The amendments add seller-lessees additional requirements for the sale
and leaseback transactions in IFRS 16, thereby supporting consistent
application of the standard.

(5) Non-current Liabilities with Covenants (Amendments to IAS 1)

The amendments improved the information companies provide about
long-term debt with covenants. The amendments specify that covenants
to be complied with within twelve months after the reporting period do
not affect the classification of debt as current or non-current at the end
of the reporting period.

The date of applying the above standards or interpretations that have been
published by the IASB but have not yet been endorsed by the FSC shall be
subject to the decisions made by the FSC. The Company assessed the
potential impact of the new or revised standards or interpretations and
confirmed that no material impact was caused on the Company.

IVV. Summary of Significant Accounting Policies Information

1.

Statement of Compliance

The Company’s financial statements for the years ended December 31, 2022
and 2021 have been prepared in accordance with the Regulations Governing
the Preparation of Financial Reports by Securities Issuers and the
International Financial Reporting Standards (IFRS), International Accounting
Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations
(SIC) (collectively the “IFRSs”) endorsed and issued into effect by the
Financial Supervisory Commission (FSC) of the Republic of China.

Basis of Preparation

The Company prepared the parent company-only financial reports in
accordance with the Regulations Governing the Preparation of Financial
Reports by Securities Issuers. As per Article 21 of the Regulations
Governing the Preparation of Financial Reports by Securities Issuers, the
current profit or loss and other comprehensive income in the parent
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company-only financial reports are the same as the share of the current profit
or loss and other comprehensive income attributable to the owners of the
parent company in the financial reports prepared on a consolidated basis; and
the owner's equity in the parent company-only financial reports is the same
as the equity attributable to the owners of the parent company in the financial
reports prepared on a consolidated basis. Therefore, the investment in
subsidiaries is presented as "investments using the equity method” in the
parent company-only financial statements, with necessary evaluation
adjustments made.

The parent company-only financial statements have been prepared on the
historical cost basis except for the financial instruments at fair value. The
parent company-only financial statements are presented in thousands of NT
dollars (NTD), unless otherwise specified.

3. Foreign Currencies

The Company's parent company-only financial statements are presented in
NTD, the Company's functional currency.

Transactions in foreign currencies are recognized at the exchange rates
prevailing on the transaction dates. On each balance sheet date, monetary
items denominated in foreign currencies are translated at the exchange rate
prevailing on that date. Non-monetary items in foreign currencies measured
at fair value are translated at the exchange rate prevailing on that date when
the fair value is determined. Non-monetary items in foreign currencies
measured at historical cost are translated at the exchange rates prevailing on
the initial transaction dates

Except as stated below, exchange differences arising from settlement or
translation of monetary items are recognized in profit or loss for the period in
which they occur:

(1) Regarding foreign-currency borrowings incurred to acquire an eligible
asset, if the resulting exchange difference is regarded as an adjustment
to interest costs, it is part of the borrowing cost and is capitalized as the
cost of the asset.

(2) Foreign-currency items to which IFRS 9 "Financial Instruments”
applies are handled in accordance with the accounting policies for
financial instruments.

(3) Regarding monetary items that form part of a reportable entity's net
investment in foreign operations, exchange differences arising
therefrom are initially recognized in other comprehensive income and
are reclassified from equity to profit or loss when the net investment is
disposed of.
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When the gain or loss on a non-monetary item is recognized in other
comprehensive income, any exchange gain or loss is recognized in other
comprehensive income. When the gain or loss on a non-monetary item is
recognized in profit or loss, any exchange gain or loss is recognized in profit
or loss.

4. Translation of Foreign-currency Financial Statements

When the parent company-only financial statements were prepared, the
assets and liabilities of the foreign operations are translated into NTD at the
closing exchange rate on the balance sheet date. Income and expense items
are translated at the average exchange rates for the period. Any exchange
differences arising from translation were recognized in other comprehensive
income. When the foreign operations were disposed of, the cumulative
exchange differences were previously been recognized in other
comprehensive income as an independent component under equity was
reclassified from equity to profit or loss when the gains or losses on disposal
were recognized. Regarding the partial disposal of a subsidiary with foreign
operations (over which the control is lost) and the partial disposal of an
interest in an affiliate or a joint arrangement with foreign operations, where
the retained interest is a financial asset with foreign operations included, it is
also treated as disposal.

Regarding the partial disposal of a subsidiary with foreign operations (over
which the control is not lost), the cumulative exchange difference recognized
in other comprehensive income is re-attributed to the non-controlling
interests of the foreign operations in proportion and is not recognized in
profit or loss. The partial disposal of an affiliate or a jointly controlled entity
with foreign operations (over which the significant influence or joint control
is not lost), when part of the disposal includes affiliated enterprises or jointly
arrangements of foreign operating institutions, the cumulative exchange
difference is reclassified to profit or loss in proportion.

The goodwill arising from the acquisition of a foreign operation and the
adjustment to the fair value of the carrying amounts of its assets and
liabilities are regarding as the foreign operation’s assets and liabilities and
presented in its functional currency.

5. Criteria for Classification of Current and Non-current Assets and Liabilities

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

(1) Assets expected to be realized in the normal operating cycle or
intended to be sold or consumed,;

(2) Assets held primarily for the purpose of trading;

(3) Assets expected to be realized within 12 months after the balance sheet
date;
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(4) Cash or cash equivalents, excluding assets restricted from being
exchanged or used to settle liabilities for at least 12 months after the
balance sheet date.

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

(1) Liabilities expected to be settled in the normal operating cycle;

(2) Liabilities held primarily for the purpose of trading;

(3) Liabilities expected to be settled within 12 months after the balance
sheet date;

(4) Liabilities with a repayment deadline that cannot be unconditionally
deferred for at least 12 months after the balance sheet date. However,
the terms of a liability that could, at the option of the counterparty,
result in its settlement by issuing equity instruments do not affect its
classification.

6. Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits, and
short-term time deposits and investments that are highly liquid and readily
convertible into a fixed amount of cash at any time with little risk of value
changes (including time deposits within a duration of three months).

7. Financial Instruments

Financial assets and financial liabilities are recognized when the Company
becomes a party to the contractual provisions of the instruments.

Financial assets and financial liabilities within the scope of IFRS 9
"Financial Instruments™ are measured at fair value upon initial recognition;
the transaction costs that are directly attributable to the acquisition or
issuance of financial assets and financial liabilities (except financial assets
and financial liabilities classified as at fair value through profit or loss) are
added to or subtracted from the fair values of the financial assets and
financial liabilities.

(1) Recognition and Measurement of Financial Assets

Regular trading of financial assets is recognized and derecognized in
accordance with trade date accounting.

The Company classifies financial assets as those subsequently
measured at amortized cost, at fair value through other comprehensive
income, or at fair value through profit or loss based on the two bases
below:
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A. The business model for financial asset management
B. Contractual cash flow characteristics of financial assets

Financial Assets at Amortized Cost

Financial assets that meet both of the following criteria are measured at
amortized cost and are recognized in the balance sheet as notes or
accounts receivable, financial assets at amortized cost, or other
receivables:

A. Business model for financial asset management: Holding
financial assets to collect contractual cash flows.

B. Contractual cash flow characteristics of financial assets: The cash
flow is entirely the payment for principal and the interest on the
outstanding principal.

Such financial assets (excluding those for hedging) are subsequently
measured at the amortized cost [the amount measured upon initial
recognition, less the principal repaid, plus or less the cumulative
amortization of the differences between the initial amount and the due
amount (the effective interest approach adopted), with the allowance
for losses adjusted]. The gain or loss is recognized in profit or loss
upon de-recognition, through the amortization process, or when an
impairment gain or loss is recognized.

Interest accrued using an effective interest method (effective interest
rate multiplied by the total book value of a financial asset) or based on
the situations below is recognized in profit or loss:

A. In the case of a credit-impaired financial asset purchased or
created, the credit-adjusted effective interest rate is multiplied by
the amortized cost of the financial asset;

B. Ifitis not the case but subsequently becomes credit-impaired, the
effective interest rate is multiplied by the amortized cost of the
financial asset.

Financial Assets at Fair Value Through Other Comprehensive Income

Financial assets that meet both of the following criteria are measured at
fair value through other comprehensive income and recognized in the
balance sheet as financial assets at fair value through other
comprehensive income:

A. The business model for financial asset management: Collection
of contractual cash flows and sales of financial assets.

B. Contractual cash flow characteristics of financial assets: The cash
flow is entirely the payment for principal and the interest on the
outstanding principal.
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The recognition of relevant gains and losses on such financial assets is
specified below:

A. Before de-recognition or reclassification, except for impairment
gains or losses and foreign currency exchange gains or losses that
are recognized in profit or loss, such gains or losses are
recognized in other comprehensive income.

B. Upon de-recognition, 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 accrued using an effective interest method (effective
interest rate multiplied by the total book value of a financial
asset) or based on the situations below is recognized in profit or
loss:

(@) Inthe case of a credit-impaired financial asset purchased or
created, the credit-adjusted effective interest rate is
multiplied by the amortized cost of the financial asset;

(b) If it is not the case but subsequently becomes
credit-impaired, the effective interest rate is multiplied by
the amortized cost of the financial asset.

In addition, regarding equity instruments within the scope of IFRS 9
that are neither held for trading nor contingent consideration
recognized by an acquirer in a business combination to which IFRS 3
applies, the Group, upon initial recognition, elects (irrevocably) to
recognize the subsequent changes in the fair values thereof in other
comprehensive income. The amount recognized in other
comprehensive income must not be subsequently reclassified to profit
or loss (when such equity instruments are disposed of, it will be
included in the cumulative amount of other equity items and directly
transferred to retained earnings) and is recognized in the balance sheet
as a financial asset at fair value through other comprehensive income.
Investment dividends are recognized in profit or loss unless they
clearly represent a recovery of part of the cost of the investment.

Financial Assets at Fair VValue Through Profit or Loss

Except for the above financial assets in alignment with specific criteria
that are measured at amortized cost or fair value through other
comprehensive income, financial assets are measured at fair value
through profit or loss and recognized in the balance sheet as financial
assets at fair value through profit or loss.

Such financial assets are measured at fair value, and any gain or loss

arising from remeasurement is recognized in profit or loss. The gain or
loss recognized in profit or loss includes any dividends or interest
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)

received due to the financial asset.
Impairment of Financial Assets

The Company's investments in debt instruments at fair value through
other comprehensive income and financial assets at amortized cost are
recognized as expected credit losses with an allowance for losses
provided. An allowance for losses on an investment in a debt
instrument measured at fair value through other comprehensive income
is recognized in other comprehensive income without reducing the
carrying amount of the investment.

The Company measures expected credit losses in a way that reflects the
following:

A. An unbiased, probability-weighted amount determined by
evaluating each potential outcome

B. Time Value of Money

C. Reasonable and Corroborative Information Related to Past
Events, Present Conditions, and Future Economy Forecasts
(which can be accessed without an excessive cost or investment
on the balance sheet date)

The methods of measuring an allowance for losses are specified below:

A. Measured at 12-month expected credit losses: Including financial
assets with the credit risk not increasing significantly since the
initial recognition or those with an estimated low credit risk on
the balance sheet date. Also, it also includes an allowance for the
lifetime expected credit losses during the prior reporting period,
without meeting the indicator that the credit risk has significantly
increased since the initial recognition on the balance sheet date of
this period.

B. Measured at lifetime expected credit losses: Including financial
assets with the credit risk increasing significantly since the initial
recognition or credit-impaired financial assets purchased or
created.

C. For accounts receivable or contract assets arising from
transactions within the scope of IFRS 15, the Company measures
an allowance for lifetime expected credit losses.

D. For accounts receivable or contract assets arising from
transactions within the scope of IFRS 16, the Company measures
an allowance for lifetime expected credit losses.

On each balance sheet date, the Company evaluates whether the credit
risk of a financial instrument has increased significantly after the initial
recognition by comparing the default risk of the financial instrument on
the balance sheet date and the initial recognition date. Please refer to
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@)

(4)

Note 12 for relevant credit risk information.
Derecognition of Financial Assets

The Company derecognizes a financial asset held in the case of any of
the following circumstances:

A. The contractual rights to receive the cash flows from the financial
asset have expired.

B. A financial asset is transferred with all the risks and rewards
attached to the ownership of the asset substantially transferred to
the counterparty.

C. All the risks and rewards attached to the ownership of the asset
are neither substantially transferred nor retained, but the control
over the asset is transferred.

When a financial asset as a whole is de-recognized, the difference
between its carrying amount and the sum of the consideration received
or receivable plus any cumulative gain or loss recognized in other
comprehensive income is recognized in profit or loss.

Financial Liabilities and Equity Instruments

Classification of Liabilities and Equity

Liabilities and equity instruments issued by the Company are classified
as financial liabilities or equity as per the substance of the agreement
and the definitions of financial liabilities and equity instruments.

Equity Instruments

Equity instrument refers to any contract that demonstrates the
Company's remaining interest in assets less all of its liabilities. Equity
instruments issued by the Company are recognized at the acquisition
prices, less the direct issuance cost.

Hybrid Instruments

The Company recognizes the components of financial liabilities and
equity for the convertible corporate bonds issued in accordance with
the contractual terms. Also, for the issued convertible corporate bonds,
before the equity elements are distinguished, whether the economic
characteristics and risks of the embedded call and put options are
closely related to the main debt products are assessed.

For the liability without derivatives involved, after the market interest

rate assessment of the non-convertible bonds with similar fair values,
the amount of the liability is classified as financial liabilities at
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amortized cost before conversion or redemption. Regarding the
embedded derivatives with their economic characteristics and risks not
closely related to the master contract (such as the embedded repurchase
right and the redemption right with the exercise price confirmed to be
unable to be almost equal to the amortized cost of the debt products on
each exercise date), except for equity component, they are classified as
a liability component and measured at fair value through profit or loss
after the balance sheet date. The amount of the equity component is
determined at the fair value of the convertible corporate bonds less the
liability component, and its book value is not remeasured in the period
following the balance sheet date. If the issued convertible corporate
bond does not include an equity element, it is handled as a hybrid
instrument in accordance with IFRS 9.

Transaction costs are allocated to the liability and the equity
components in proportion to the percentage of the initially recognized
convertible corporate bonds allocated to the liability and the equity
components.

When a holder of the convertible corporate bonds requests the exercise
of their conversion right before the convertible corporate bonds
matures, the carrying amount of the liability component shall be
adjusted to the carrying amount that should have been upon conversion
as the basis for accounting for ordinary shares issued.

Financial Liability

Financial liabilities that fall within the scope of IFRS 9 are classified as
either financial liabilities at fair value through profit or loss or financial
liabilities at amortized cost upon initial recognition.

Financial Liabilities at Fair VValue Through Profit or Loss

Financial liabilities at fair value through profit or loss include financial
liabilities held for trading and financial liabilities designated at fair
value through profit or loss.

When satisfying one of the criteria below, it is classified as a liability
held for trading:

A. The acquisition is mainly for short-term sale;

B. It is part of a portfolio of identifiable financial instruments that
are managed on a consolidated basis upon initial recognition,
with evidence showing that the portfolio has recently been used
to make a short-term profit; or

C. Derivatives (excluding financial guarantee contracts or effective
designated hedging instruments).
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For contracts containing one or more embedded derivatives, an overall
hybrid (combined) contract can be designated as a financial liability at
fair value through profit or loss; when it is aligned with one of the
factors below with more relevant information that can be provided, it is
designated as a financial liability at fair value through profit or loss
upon initial recognition:

A. The designation eliminates or considerably reduces the
measurement or recognition inconsistency; or

B. The performance of a group of financial assets, a group of
financial liabilities, or both are managed and measured at fair
value in accordance with the written risk management or
investment strategies, and the portfolio information provided to
the management team within the Company is also measured at
fair value.

Any gain or loss arising from remeasurement of such financial
liabilities is recognized in profit or loss. The gain or loss recognized in
profit or loss includes any interest paid for the financial liability.

Financial Liabilities at Amortized Cost

Financial liabilities measured at amortized cost, including payables and
borrowings, are subsequently measured using the effective interest rate
method after the initial recognition. When financial liabilities are
de-recognized and amortized with the effective interest rate method,
the relevant gains or losses and amortizations are recognized in profit
or loss.

The amortized cost is calculated with the discount or premium and the
transaction cost upon acquisition taken into account.

Derecognition of Financial Liabilities

When the obligations of financial liabilities are lifted, cancelled, or
expire, the financial liabilities are derecognized.

When the Company exchanges debt instruments with materially
different terms with a creditor or significantly changes all or part of the
terms of the existing financial liabilities (financial difficulties or not),
the initial liabilities are derecognized and new liabilities are
recognized. When a financial liability is derecognized, the difference
between its carrying amount and the total consideration paid or payable
(including the non-cash assets transferred or the liabilities assumed) is
recognized in profit or loss.
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(5) Offset of Financial Assets and Liabilities

Financial assets and financial liabilities can only be offset and
presented in the balance sheet as a net amount when the recognized
amount is legally entitled to be offset with an intension to be settled in
a net amount or realize the asset and settle the liability at the same
time.

8. Derivatives

The derivatives held or issued by the Company are used to hedge the
exchange rate risk, the interest rate risk, and commaodity price risk. Among
them, those designated to effectively hedge risks are recognized as derivative
assets or liabilities for hedging purposes in the balance sheet; the remaining
not designated to effectively hedge risks are presented in the balance sheet as
financial assets or financial liabilities at fair value through profit or loss.

A derivative is initially recognized at fair value on the date the derivative
contract is signed and subsequently measured at fair value. When the fair
value of the derivative is a positive figure, it is a financial asset; a negative
figure, it is a financial liability. Any change in the fair value of the derivative
is recognized directly in profit or loss; however, those with cash flow
hedging involved and net investment in foreign operations with effective
hedging are recognized under equity.

Where a master contract is about a non-financial asset or financial liability, if
the economic characteristics and risks of the derivative embedded in the
master contract are not closely related to the master contract, and the master
contract is not measured at fair value through profit or loss, the embedded
derivative should be regarded as an independent derivative.

9. Fair Value Measurement

Fair value is the price that can be received from a sale of an asset or paid to
transfer a liability in an orderly transaction between market participants. It is
assumed that the sale of the asset or transfer of the liability takes place in one
of the markets below when the fair value is measured:

(1) The principal market for the asset or liability, or
(2) If there is no principal market, the most favorable market for the asset
or liability.

The principal or most favorable market should be accessible for the
Company to trade.

The measurement of the fair value of an asset or a liability serves as an

assumption that market participants would adopt when pricing the asset or
liability in the best economic interest of the market participants.
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10.

11.

The fair value of a non-financial asset is measured based on market
participants’ ability to make the most of or put the asset to the best use or by
selling the asset to another market participant who will make the most of or
put the asset to the best use to generate economic benefits.

The Company measures the fair value using a valuation technique that is
appropriate in relevant situations with sufficient information available and
maximizes the use of relevant observable inputs while minimizing the use of
unobservable inputs.

Inventories

Inventories are valued at the lower of cost or net realizable value with an
item-by-item comparison method.

Costs refer to the costs incurred in bringing inventories to a condition and
location ready for sale or production.

Raw materials are valued at the actual purchase cost with a weighted average
method.

Finished goods and works-in-process include direct raw materials, labor, and
fixed manufacturing overhead apportioned based on normal production
capacity, excluding the borrowing costs.

The net realizable value is calculated based on the estimated selling price,
less the costs and selling expenses required till completion in the ordinary
course of business.

The provision of services is handled in accordance with IFRS 15 outside the
scope of inventories.

Investments Using the Equity Method

As per Article 21 of the Regulations Governing the Preparation of Financial
Reports by Securities Issuers, the Company’s investments in its subsidiaries
are presented as "investments using the equity method” with necessary
valuation adjustments made, to bring the current profit or loss and other
comprehensive income in the parent company-only financial statements to be
the same as the share of the current profit or loss and other comprehensive
income attributable to the owners of the parent company in the financial
statements prepared on a consolidated basis; and the owner's equity in the
parent company-only is the same as the equity attributable to the owners of
the parent company in the financial statements prepared on a consolidated
basis. Such adjustments are mainly made to the treatment of investments in
subsidiaries in the consolidated financial statements in accordance with IFRS
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10 "Consolidated Financial Statements" and the differences in the application
of IFRS by reportable entities at different levels, while being debited to or
credited from “investments using the equity method”, “share of profit or loss
of subsidiaries, affiliates, or joint ventures using the equity method”, or
“share of other comprehensive income of subsidiaries, affiliates, or joint
ventures using the equity method”

The Company's investments in affiliates are accounted for using the equity
method, except for assets that are classified as assets held for sale. Affiliates
refer to those on which the Company has significant influence. A joint
venture refers to a type of arrangement whereby the Company has rights to
the net assets of the joint arrangement (those with joint control).

With an equity method adopted, an investment in an affiliate recognized in
the balance sheet is the amount of cost, plus the amount of the net change in
the Company's net assets in the affiliate after the acquisition in proportion to
the Company’s shareholding. After the carrying amount of the investment in
the affiliate or joint venture and other relevant long-term interests are
reduced to zero using the equity method, additional losses and liabilities are
recognized only to the extent that the Group has incurred legal obligations, or
constructive obligations, or made payments on behalf of said affiliate.
Unrealized gains or losses arising from transactions between the Company
and its affiliates are eliminated in proportion to its equity in the affiliates.

When a change in the equity in an affiliate or joint venture does not occur
due to an item under profit or loss or other comprehensive income and does
not affect the Company's shareholding, the Company recognizes the change
in ownership interests in proportion to its shareholding. Therefore, when the
affiliate or joint venture is subsequently disposed of, the capital surplus
recognized is transferred to profit or loss in proportion to the disposal.

In the event of issuance of new shares by an affiliate or joint venture, when
the Company does not subscribe in proportion to its shareholding, resulting
in a change in the proportion of investment and an increase or decrease in the
Company's share in the affiliate or joint venture’s net assets, “capital surplus”
and "investments using the equity method" are adjusted accordingly. When
the proportion of investment decreases, the relevant items previously
recognized in other comprehensive income will be reclassified to profit or
loss or other appropriate accounts depending on the percentage of the
decrease. When the affiliate or joint venture is subsequently disposed of, the
above capital surplus recognized is transferred to profit or loss in proportion
to the disposal.

The affiliates or joint venture’ financial statements are prepared for the same
reporting period as the Company’s and adjusted to align their accounting
policies with the Company’s.

At the end of each reporting period, the Company confirms if there is
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12.

objective evidence indicating any impairment of its investments in affiliates
in accordance with “IAS 28 — Investments in Associates and Joint
Ventures”. If it is the case, the Company calculates the impairment based on
the difference between the recoverable amount and the carrying amount of
the affiliate in accordance with IAS 36 "Impairment of Assets” and
recognizes the amount in the profit or loss on the affiliate. If the value in use
of the investment is adopted for the above recoverable amount, the Company
determines the relevant values in use based on the estimates below:

(1) The Company's share of the present value of the estimated future cash
flows generated from an affiliate, including the cash flow generated by
the affiliate due to its operations and the proceeds from the disposal of
the investment; or

(2) The present value of the estimated future cash flows from dividends
from the investment that the Company expects to receive and the
proceeds from the disposal of the investment.

As the components of goodwill that constitute the carrying amount of an
investment in an affiliate or joint venture are not separately recognized, it is
not necessary to apply IAS 36 "Impairment of Assets" regarding the goodwill
impairment test.

When the significant influence on an affiliate is lost, the Company measures
and recognizes the retained investment at fair value. When the significant
influence or joint control is lost, the difference between the carrying amount
of the investment in the affiliate or joint venture and the fair value of the
retained investment, plus the proceeds from the disposal, is recognized in
profit or loss. Also, when an investment in an affiliate becomes an
investment in a joint venture, or an investment in a joint venture becomes an
investment in an affiliate, the Company continues to adopt the equity method
without re-measuring the retained equity.

Property, plants and equipment

Property, plants and equipment are accounted for on the basis of acquisition
cost and recognized after accumulated depreciation and impairment are
deducted. The above costs include the cost of dismantling or removing of
property, plants and equipment and restoring the location, and necessary
interest expenses arising from unfinished projects. Each component of
property, plants and equipment is depreciated separately if it is significant.
When a major component of property, plants and equipment needs to be
replaced regularly, the Company regards it as an individual asset and
recognizes it separately with a specific useful life and a depreciation method.
The carrying amount of the replaced part should be derecognized in
accordance with the requirement for derecognition under IAS 16 "Property,
Plants and Equipment”. If a major examination or repair cost meets the
criteria for recognition, it is regarded as a replacement cost and recognized as
part of the carrying amount of plants and equipment, while other repair and
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13.

maintenance expenses are recognized in profit or loss

Assets below are depreciated on a straight-line basis over the estimated
useful lives:

Assets Useful Life
Property and Buildings 5-50 years
Machinery and Equipment 3-15 years
Transportation Equipment 5-10 years
Office Equipment 3-8 years
Right-of-use Assets/Leased 2-5 years
Assets (Note)
Leasehold Improvements 3-10 years
Miscellaneous Equipment 3-15 years

After the initial recognition of property, plants and equipment or any
important component, if it is disposed of or no economic effect arising from
the use or disposal is expected, it will be derecognized and recognized in
income or loss

The residual value, years of useful life, and depreciation method of property,
plants and equipment are assessed at the end of each fiscal year. If the
expected value is different from the previous estimate, the change is
considered as a change in accounting estimation.

Investment Property

The Company’s self-owned investment property is initially measured at cost,
including transaction cost of the property. The carrying amount of investment
property includes the cost of repairing or adding to the existing investment
property under the condition that the cost can be recognized; however, the
repair or maintenance costs that usually occur on a daily basis are not
included as part of the cost. After initial recognition, except for those
meeting the criteria for being classified as those held for sale (or included in
the disposal group classified as held for sale) in accordance with IFRS 5
“Non-current Assets Held for Sale and Discontinued Operations”; As per
IAS 16 “Property, Plants and Equipment” regarding such a situation, if such
an asset is held by the lessee as a right-of-use asset and is not held for sale as
per IFRS 5, it is handled in accordance with IFRS 16.

Assets below are depreciated on a straight-line basis over the estimated
useful lives:

Assets Useful Life
Buildings 10-15 years
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Investment property is derecognized and recognized in profit or loss when it
is disposed of or will never be used again without future economic benefits
expected to be generated from the disposal.

The Company decides to transfer an asset in or out of investment property
depending on the actual use of the assets.

When a property meets or no longer meets the definition of investment
property with evidence showing that the purpose has changed, the Company
will reclassify the property as investment property or transfer it out of
investment property.

Leasing

The Company assesses whether or not an arrangement is (or includes) a lease
arrangement on the inception of the agreement. If an agreement transfers
control over the use of an identified asset for a period of time in exchange for
consideration, the agreement is (or includes) a lease arrangement. In order to
assess whether the agreement transfers control over the use of the identified
asset for a period of time, the Company assesses whether it meets both of the
following conditions during the entire period of use:

(1) Obtaining the right to almost all economic benefits from the use of the
identified asset; and
(2) The right to direct the use of the identified asset.

For the agreement that belongs to (or includes) a lease arrangement, the
Company treats each lease component in the agreement as a separate lease
and treats it separately from the non-lease component in the agreement. For
the agreement that includes one lease component and one or more additional
lease or non-lease components, the Company adopts the relative standalone
price of each lease component and the aggregate standalone prices of the
non-lease components as the basis to distribute the consideration in the
agreement to the lease component. The relative standalone prices of lease
and non-lease components are determined on the basis of the prices charged
by the lessor (or similar suppliers) for the components (or similar
components). If an observable standalone price is not readily available, the
Company maximizes the use of observable information to estimate the
standalone price.

The Company as a Lessee

In addition to meeting and selecting short-term leases or leases of low-value
underlying assets, when the Company is the lessee of a lease contract, all
leases are recognized in right-of-use assets and lease liabilities.

The Company measures the lease liabilities on the inception date based on
the present value of the lease payments not yet paid on that date. If the
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implied interest rate of the lease is easily determined, the lease payments will
be discounted to their present value using that interest rate. If such interest
rate is not easily determined, the incremental borrowing rate will be used. On
the inception date, the lease payments included in the lease liabilities include
the following payments related to the right to use the underlying assets
during the lease period and not yet paid on that date:

(1) Fixed payment (including substantive fixed payment) less any lease
incentives that can be collected:;

(2) Lease payment that depends on changes in an index or rate (using the
index or rate on the inception date for initial measurement);

(3) The amount expected to be paid by the lessee under the residual value
guarantee;

(4) The exercise price of the purchase option if the lessee is reasonably
certain that the option will be exercised.

(5) The penalty payable for the termination of a lease, if there is a sign that
the lessee, in the lease period, will exercise the option of terminating
the lease.

After the inception date, the Company measures the lease liabilities at
amortized cost, and increases the carrying amount of the lease liabilities
using the effective interest method to reflect the interest on the lease
liabilities; the lease payments reduce the carrying amount of the lease
liabilities.

On the inception date, the Company measures the right-of-use assets at cost.
The cost of the right-of-use assets includes:

(1) The monetary amount of the lease liability initially measured,

(2) Any lease payments made on or before the inception date less any lease
incentives received,

(3) Any initial direct costs incurred by the lessee; and

(4) An estimate of costs to be incurred 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.

Subsequent measurement of the right-of-use assets is presented after the cost
less the accumulated depreciation and accumulated impairment loss, i.e. the
cost model is applied to measure the right-of-use assets.

If the ownership of the underlying asset is transferred to the Company when
the lease period expires, or if the cost of the right-of-use assets reflects that
the Company will exercise the call option, the right-of-use assets will be
depreciated from the commencement date to the end of the useful life of the
underlying asset. Otherwise, the Company depreciates the right-of-use assets
from the inception date to the end of the useful life of the right-of-use assets
or to the expiration of the lease period, whichever is earlier.
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The Company applies IAS 36 Impairment of Assets to determine whether a
right-of-use asset is impaired and to deal with any identified impairment
losses.

In addition to meeting and selecting short-term leases or leases of low-value
underlying assets, the Company presents right-of-use assets and lease
liabilities in the balance sheet, and presents lease-related depreciation
expenses and interest expenses separately in the statement of comprehensive
income.

For short-term leases and leases of low-value underlying assets, the
Company chooses to adopt the straight-line basis or another systematic basis
to recognize the lease payments related to said leases in expenses over the
lease term.

The Company as a Lessor

The Company classifies each of its leases as operating leases or financial
leases on the contract inception date. If a lease transfers almost all the risks
and rewards attached to the ownership of the underlying asset, it is classified
as a financial lease; if it does not transfer said matters, it is classified as an
operating lease. On the inception date, the Company recognizes the assets
held under the finance leases in the balance sheet and presents them as
financial lease receivables based on the net lease investment.

For agreements that include lease components and non-lease components, the
Company applies IFRS 15 to distribute the consideration in the agreements.

The Company recognizes lease payments from operating leases as rental
income on a straight-line basis or another systematic basis. For operating
leases, lease payments that are not dependent on change in some index or
rate are recognized as rental income when they occur.

Intangible Assets

Intangible assets that are acquired separately are initially measured at cost.
The cost of intangible assets acquired through a business combination is the
fair value at the acquisition date. After initial recognition of intangible assets,
the carrying amount is the amount of the cost less accumulated amortization
and accumulated impairment losses. Internally generated intangible assets
that do not meet the recognition criteria shall not be capitalized, but shall be
recognized in profit or loss when they occur.

The useful life of intangible assets is divided into limited and indefinite
useful life.
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Intangible assets with a limited useful life are amortized over their useful

life, and an impairment test is performed when there are signs of impairment.
The amortization period and method of intangible assets with limited useful
life are reviewed at least at the end of each fiscal year. If the estimated useful
life of an asset is different from the previous estimate, or the expected pattern
of future economic benefit consumption has changed, the amortization
method or period will be adjusted and considered as a change in accounting
estimation.
Intangible assets with indefinite useful lives are not amortized, but
impairment tests are conducted to each asset or based on the level of
cash-generating units each year. Intangible assets with indefinite useful lives
are assessed in each period whether there are events and circumstances that
continue to support that the asset’s useful life is still indefinite. If the useful
life is changed from indefinite to limited, the application will be applied
prospectively.

The profit or loss arising from the derecognition of an intangible asset is
recognized as profit or loss.

The Company’s accounting policy for intangible assets is summarized as
follows:

Patents Computer Other Intangible
Software Assets
Useful Life 13-20 years 3-5 years 2-5 years
Amortization Method Straight-line  Straight-line Straight-line
Method Method Method
Internal Generation or External External External
External Acquisition Acquisition Acquisition Acquisition

Impairment of Non-financial Assets

The Company at the end date of each reporting period assesses whether all
assets subject to IAS 36 “Impairment of Assets” are showing signs of
impairment. If there is any indication of impairment or an impairment test is
required for an asset on a regular basis each year, the Company tests the
individual asset or the cash-generating unit to which the asset belongs. If the
carrying amount of an asset or the cash-generating unit to which the asset
belongs is greater than the recoverable amount in an impairment test, the
impairment loss is recognized. The recoverable amount is the higher of the
net fair value or value in use.

At the end of each reporting period, the Company assesses assets other than
goodwill to see whether there are indications that the previously recognized
impairment losses may no longer exist or may be decreased. In the event of
such an indication, the Company estimates the recoverable amount of the
asset or cash-generating unit. If the recoverable amount is increased due to
the change in the estimated service potential of the asset, the impairment
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18.

amount is reversed. However, the reversed carrying amount shall not exceed
that before recognizing impairment loss and after deducting depreciation or
amortization.

The cash-generating unit or group to which the goodwill belongs, regardless
of whether there are signs of impairment, is subject to impairment tests on an
annual basis. If the result of an impairment test needs to be recognized as an
impairment loss, the goodwill will be deducted first, and the amount after
deduction will be allocated to other assets other than goodwill based on the
relative proportion of the carrying amount. Once the impairment of goodwill
IS recognized, it shall not be reversed for any reason thereafter.

The impairment loss and reversal amount of the continuing operations are
recognized in profit or loss.

Provisions

Provisions are recognized when there is present legal or constructive
obligations as a result of past events, and it is probable that an outflow of
economic resources will be required to settle the obligation and the amount
of the obligation can be reliably estimated. When the Company expects that
some or all of the provisions can be reimbursed, only when the
reimbursement is almost completely certain, it will be recognized as a
separate asset. If the time value of money has a material impact, the
provisions discounted at the current pre-tax interest rate can appropriately
reflect the specific risks of the liability. When liability is discounted, the
increase in the amount of liability due to the passage of time is recognized as
a borrowing cost.

Recognition of Revenue

The Company’s revenue from customer contracts mainly include the sale of
goods and provision of services. The accounting treatments are specified
below:

Product Sales

The Company manufactures and sells products and recognizes revenue when
the promised products are delivered to a customer and the customer obtains
the control over them (i.e., the customer’s ability to guide the use of the
products and obtain almost all the remaining benefits of the products). Its
main products are connectors and wires or cables, the sales are recognized in
revenue at the prices stated in the contracts.

The credit period of the Company's products sold is 90 days. All contracts
are recognized as accounts receivable when the control over the products is
transferred with an unconditional right to receive consideration. Such
accounts receivable are wusually short-term without major financial
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components.

Provision of Services

The Company mainly provides processing services for connectors. Such
services are individually priced or negotiated and recognized in revenue
when the promised processed products are delivered to a customer and the
customer obtains the control over them (i.e., the customer’s ability to guide
the use of the products and obtain almost all the remaining benefits of the
products).

Borrowing Costs

Borrowing costs that can be directly attributable to the acquisition,
construction, or production of qualified assets are capitalized as part of the
costs of the assets. All other borrowing costs are recognized as expenses in
the period in which they are incurred. Borrowing costs include interest and
other costs incurred in relation to borrowings.

Post-employment Benefit Plan

The pension plan for the Company’s employees applies to all full-time
employees. The employee pension fund is fully contributed to the Labor
Pension Reserves Committee and deposited in the pension fund account. The
aforementioned pension is deposited in the name of the Labor Pension
Reserves Committee, which is completely separated from the Company, so it
is not included in the parent company-only financial statements in the
preceding paragraph. The pension plan for employees at overseas branches is
handled in accordance with local laws and regulations.

For the defined contribution pension plan, the monthly pension payable rate
of the Company shall not be less than 6% of the employees’ monthly salary,
and the amount of the provision shall be recognized in current expenses.
Overseas subsidiaries make contributions at specified local rates and
recognize them in current expenses.

The post-employment benefit plan that is a defined benefit plan is accounted
for using the projected unit benefit method based on an actuarial report on
the end date of the annual reporting period. The remeasurement of the net
defined benefit liabilities (assets) includes any movements in the return on
the plan asset and the effects of asset cap, less the amount of net interest
included in the net defined benefit liabilities (assets) and actuarial gains and
losses. The net defined benefit liability (asset) remeasurement is included in
other comprehensive income when incurred and immediately recognized in
the retained earnings.
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21. Income Tax

Income tax expenses (benefits) refer to the sum related to current income tax
and deferred tax included in the current profit or loss.

1)

()

Current Income Tax

The current income tax liabilities (assets) related to the current and
prior periods are measured at the legislated or substantially legislated
tax rates and tax laws at the end of the reporting period. The current
income tax related to the items recognized in other comprehensive
income or directly recognized in the equity is recognized in other
comprehensive income or equity instead of being recognized in the
profit or loss

A surtax of the profit-seeking enterprise income tax levied on the
undistributed earnings is recognized as income tax expense on the date
when the distribution of earnings is resolved in the shareholders’
meeting.

Deferred Tax

The deferred tax is calculated according to the temporary difference
between the taxable amount of assets and liabilities and the carrying
amount on the balance sheet at the end of the reporting period.

All taxable temporary differences are recognized as deferred tax
liabilities except for the following two items:

A. The initial recognition of goodwill, or the initial recognition of an
asset or liability that does not arise from a business combination
and does not affect accounting profits and taxable income (loss)
at the time of the transaction conducted,

B. The taxable temporary difference arising from the investment in
subsidiaries, associates, and joint ventures. Also, the timing of
reversal is controllable, and it is not likely to be reversed in the
foreseeable future.

Except for the following two items, deductible temporary difference
and deferred tax assets arising from the taxable losses and income tax
credit are recognized within the range of probable future taxable
income:

A. ltisrelated to the deductible temporary difference from the initial
recognition of an asset or liability that does not arise from a
business combination and does not affect accounting profits and
taxable income (loss) at the time of the transaction conducted.;

B. Itis related to the deductible temporary differences arising from
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the investment in subsidiaries, associates, and interests in joint
ventures. It is recognized within the range of probable reversal in
the foreseeable future and there is sufficient taxable income at the
time the temporary difference occurred.

Deferred tax assets and liabilities are measured at the tax rate of the
expected asset realization or in the period in which the liability is
settled. The tax rate is based on the legislated or substantially legislated
tax rates and tax laws at the end of the reporting period. The
measurement of deferred tax assets and liabilities reflects the tax
consequences arising from the manner in which the asset is expected to
be recovered or the book value of the liability is settled at the end of
the reporting period. If the deferred tax is related to items that are not
included in the profit or loss, it will not be recognized in profit or loss,
but recognized in other comprehensive income according to the
relevant transactions or directly recognized in equity. Deferred tax
assets are reexamined and recognized at the end of each reporting
period.

Deferred tax assets and liabilities can be legally offset against each
other only in the current period, and the deferred tax is related to the
same taxation entity and is related to the income tax levied by the same
taxation authority.

V. Critical Accounting Judgments, Assumptions, and Key
Sources of Estimation Uncertainty

When the parent company-only financial statements are prepared by the
Company, the management must make judgments, estimates, and
assumptions at the end of the reporting period, which will affect the
disclosures of income, expenses, assets and liabilities, and contingent
liabilities. However, the uncertainty of these significant assumptions and
estimates may result in a significant adjustment to the book value of an asset
or liability in the future period.

Estimation and Assumption

The main source of information on the estimation and assumption with
uncertainty at the end of the reporting period has significant risks that result
in significant adjustments to the carrying amounts of assets and liabilities in
the next fiscal year. The explanations are given as follows:

(1) Inventories
The net realizable value of inventories is estimated based on the most
reliable evidence of the expected realizable number of inventories

available upon estimation by taking into accounting the fact that the
inventory may be damaged or wholly or partially obsolete, or the
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selling price has dropped. Please refer to Note 6 for details.
Fair Values of Financial Instruments

When the fair values of financial assets and financial liabilities
recognized in the balance sheet cannot be obtained from the active
market, the fair value will be determined using evaluation techniques,
including the income approach (such as cash flow discount model) or
market approach. The changes in the assumptions of said approaches
will affect the fair value of the financial instruments reported. Please
refer to Note 12 for details.

Income Tax

The uncertainty of income tax exists in the interpretation of complex
tax regulations and the amount and timing of future taxable income.
Due to a wide range of international business relationships and the
long-term and complexity of contracts, the differences between actual
results and assumptions made, or changes in such assumptions in the
future, may cause the booked income tax benefits and expenses to be
adjusted in the future. The recognition of income tax is a reasonable
estimation made according to the possible audit results of the local tax
authorities of the countries in which the Company operates. The
amount recognized is based on different factors, such as previous tax
audit experience and the difference in tax law interpretation between
the tax entity and the tax authority. The difference in interpretation may
result in a variety of issues due to the local situation of the country
where an individual enterprise of the Company operates.

The carryforwards of the taxable loss and income tax credit and
deductible temporary differences are recognized as deferred tax assets
within the range of probable future taxable income or taxable
temporary differences. The amount of the deferred income tax assets to
be recognized is estimated according to the possible timing and level of
the future taxable income and taxable temporary difference, and also,
the future tax planning strategy.
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V1. Description of Significant Accounting Items

1.

4.

Cash and Cash Equivalents

2022.12.31 2021.12.31
Cash on Hand $1,535 $1,782
Time Deposits 880,699 671,465
Demand Deposits 719,954 682,089
Investment in Notes  with 170,157 -
Repurchase Agreement — Ta Ching
Bills Finance Corporation

$1,772,345 $1,355,336

The Company did not receive collateral for the accounts receivable.

Financial Assets at Fair Value Through Profit or Loss — current

2022.12.31 2021.12.31
Mandatorily as at Fair Value
Through Profit or Loss:
unds $301,236 $224,071

The Company did not provide financial assets at fair value through profit or
loss as collateral.

Financial Assets Measured at Amortized Cost — current

2022.12.31 2021.12.31
Time Deposits $138,381 $55,319

The Company classified some financial assets as financial assets at amortized
cost. The above financial assets at amortized cost were not provided as
collateral. Please refer to Note 12 for the information on credit risk.

Accounts Receivable — Related Parties

2022.12.31 2021.12.31
Accounts Receivable $350,072 $502,103
Less: Allowance for Losses (4,115) (4,120)
Subtotal 345,957 497,983
Accounts Receivable - Related
Parties 70,973 51,561
Total $416,930 $549,544

The Company did not receive collateral for the accounts receivable.
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The Company’s credit period to clients is usually 90 days. Please refer to
Note 6.16 for information on the allowance for losses during 2022 and
2021; and Note 12 for relevant credit risk information.

5. Other Receivables

2022.12.31 2021.12.31
Restricted Assets $266,977 $526,618
Others 8,114 25,000
Total $275,091 $551,618

Please refer to Note 8 for details of the collateral received by the Company
for other receivables.

6. Inventories

The details are as follows:

2022.12.31 2021.12.31
Raw Materials $214,368 $399,570
Works-in-Progress 51,324 120,078
Finished Goods 908,218 992,172
Goods in Transit 7,372 7,556
Total $1,181,282 $1,519,376

The costs of the Company's inventories recognized as cost of goods sold for
2022 and 2021 amounted to NTD2,172,140 thousand and NTD2,271,633
thousand, respectively, including inventory valuation losses of NTD7,543
thousand and NTD4,739 thousand, respectively.
The above inventories were not provided as collateral.

7. Financial Assets at Fair Value Through Other Comprehensive Income

2022.12.31 2021.12.31

Investments in Equity Instruments at Fair
Value Through Other Comprehensive
Income - non-current:

Honley Auto. Parts Co., Ltd. $- $295,230
Cayman Engley Industrial Co.,Ltd. 69,562 89,786
Chi Rui (Cayman) Holding Limited 38,521 42,505
Total $108,083 $427,521

(4) The Company did not provide financial assets at fair value through
other comprehensive income as collateral.

(5) On October 20, the Company increased the equity interest invested in
Honley Auto. Parts Co., Ltd. As of December 31, 2022, the
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shareholding ratio increased from 15.84% to 25%. The investment was
reclassified as investment using the equity method. Please refer to Note
6.8 for relevant information.

(6) The Company purchased 57,000 shares and sold 6,000 shares in the
third and fourth quarter of 2022. As of December 31, 2022, the total
number of shares held was 1,137,000; the investment cost was
NTD139,029 thousand, with the shareholding ratio rising from 0.86%
to 0.96%.

The Group’s dividend income related to equity instruments at fair value through
other comprehensive income for the years ended December 31, 2022 and 2021
were as follows:

2022 2021
Related to investments held at the end of $4,320 $6,660
the reporting period
Related to investments disposed during - -
the reporting period
Dividend Income recognized during the $4,320 $6,660
reporting period

In consideration of the Group’s investment strategy, the Group disposed and
derecognized partial equity instruments at fair value through other
comprehensive income. Details of derecognition for the years ended
December 31, 2022 and 2021 were as follow:

2022 2021

The fair value of the investments at the

date of derecognition $451,551 $-
The cumulative gain or loss on disposal

reclassified from other equity to retained

earnings (86,461) -

8. Investments Using the Equity Method

(1) The details of investments accounted for using the equity method by
the Company are as follows:

2022.12.31 2021.12.31
Shareholding Shareholding
Name of Investee Amount Ratio (%) Amount Ratio (%)

Investments in Subsidiaries:
ET?DT INTERNATIONAL HOLDINGS $1,942,846 100.00% $1,965,495 100.00%
IFCHIC INC. 59,599 100.00% 48,866 100.00%
TAIBON HOLDING LIMITED 51,794 100.00% 42,981 100.00%
DRACO K ENTERPRISES, LLC 30,896 100.00% 28,957 100.00%
JUNG PANG ENTERPRISE LTD. 9,143 100.00% 8,022 100.00%
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2022.12.31 2021.12.31
Shareholding Shareholding
Name of Investee Amount Ratio (%) Amount Ratio (%)
Honley Auto. Parts Co., Ltd. 273,901 25.00% - -%
Yangde Technology Co., Ltd. 5,510 35.00% - -%
Total: $2,373,689 $2,094,321
(2) Investments in Subsidiaries and Associates
The investment in subsidiaries is presented as "investments using the
equity method"” in the parent company-only financial statements, with
necessary evaluation adjustments made.
The share of profit or loss of subsidiaries, associates, and joint ventures
recognized using the equity method for 2022 and 2021 and exchange
differences arising on the translation of the financial statements of
foreign operations are recognized based on the financial statements for
the same periods audited by a CPA. The relevant details are as follows:
2022 2021
Share of Profit or Share of Profit or
Loss of Loss of
Subsidiaries, Exchange Subsidiaries, Exchange
Associates, and  differences arising ~ Associates, and  differences arising
Joint Ventures on the translation Joint Ventures on the translation
Recognized Using  of the financial ~ Recognized Using  of the financial
the Equity statements of the Equity statements of
Investee Method foreign operations Method foreign operations
K.S.TINTERNATIONAL HOLDINGS
LTD. $330,929 $23,513 $260,063 $16,872
IFCHIC INC. 5,216 5,517 5,347 (721)
TAIBON HOLDING LIMITED. 5,712 3,101 7,613 (4,246)
DRACO K ENTERPRISES, LLC. (1,200) 3,139 (1,304) (453)
JUNG PANG ENTERPRISE LTD. 1,121 - (246) -
Honley Auto. Parts Co., Ltd. (10,996) (642) - -
Yangde Technology Co., Ltd. (2,890) - - -
$327,892 $34,628 $271,473 $11,452

Total

The Company's investee, K.S.T. INTERNATIONAL HOLDINGS LTD.
repatriated a surplus of NTD381,320 thousand (USD12,500 thousand)
during 2022, which was recognized as a debit into the investments

using the equity method.
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9. Property, plants and equipment

(1) Property, Plants and Equipment for Self-use (with IFRS 16 applying to
the disclosures)

2022.01.01~2022.12.31

Unfinished
Construction
Property Machinery Leasehold Work and
and and Transportatio Office Improvem Other Equipment
Land Buildings Equipment  n Equipment  Equipment ents Equipment to be Tested Total
$375,969  $659,032 $1,225,750 $36,170 $13,053 $7,728 $116,964 $31,352 $2,466,018
- 3,501 22,231 330 1,220 2,765 3,703 82,828 116,578
- (111) (4,526) - (152) - (498) - (5,287)
- 42,594 29,100 905 446 - 1,673 (41,701) 33,017
$375,969 $705,016  $1,272,555 $37,405 $14,567 $10,493 $121,842 $72,479 $2,610,326
2022.01.01~2022.12.31
Unfinished
Construction
Property Machinery Leasehold Work and
and and Transportatio Office Improvem Other Equipment
Land Buildings Equipment  n Equipment  Equipment ents Equipment to be Tested Total
$-  $269,478 $1,013,690 $31,859 $11,447 $7,269 $73,664 $- $1,407,407
- 22,225 47.987 996 724 865 4,527 - 77,324
- (111) (4,526) - (152) - (498) - (5,287)
$  $291,592 $1,057,151 $32,855 $12,019 $8,134 $77,693 $- $1,479,444
$375,969  $413,424 $215,404 $4,550 $2,548 $2,359 $44,149 $72,479 $1,130,882
$375,969  $389,554 $212,060 $4,311 $1,606 $459 $43,300 $31,352 $1,058,611
2021.01.01~2021.12.31
Unfinished
Construction
Property Machinery Leasehold Work and
and and Transportatio Office Improvem Other Equipment
Land Buildings  Equipment  n Equipment  Equipment ents Equipment  to be Tested Total
$375,969 $623,535  $1,136,851 $34,455 $12,292 $12,395 $79,108 $23,576 $2,298,181
- 4,980 36,184 280 586 - 9,326 29,792 81,148
- - (20,155) (345) (248) (4,667) (642) - (26,057)
- 30,517 72,870 1,780 423 - 29,172 (22,016) 112,746
$375,969 $659,032  $1,225,750 $36,170 $13,053 $7,728 $116,964 $31,352 $2,466,018
$- $248,482 $985,593 $30,932 $10,942 $11,578 $70,331 $- $1,357,858
- 20,996 48,252 1,272 753 358 3,975 - 75,606
- - (20,155) (345) (248) (4,667) (642) - (26,057)
$-  $269,478 $1,013,690 $31,859 $11,447 $7,269 $73,664 $- $1,407,407
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2021.01.01~2021.12.31

Unfinished
Construction
Property Machinery Leasehold Work and
and and Transportatio Office Improvem Other Equipment
Land Buildings  Equipment  n Equipment  Equipment ents Equipment  to be Tested Total
2021.12.31 $375,969  $389,554 $212,060 $4,311 $1,606 $459 $43,300 $31,352 $1,058,611
2021.01.01 $375,969  $275,257 $151,253 $3,523 $1,350 $817 $8,777 $23,576 $940,323

(1) For details of property, plants and equipment provided as
collateral, please refer to Note 8.

(2) The Company did not capitalize the interest accrued on the
acquisition of property, plants and equipment during 2022 and
2021.

10. Short-term Borrowings
Interest Rate 2022.12.31 Interest Rate 2021.12.31

Range (%) Range (%)
0H~ 0, 0/~ 0,
Unsecu_red Bank 1.390%~1.675% $280.000 0.600%~0.850% $965.000
Borrowings
Secured_ Bank 0.995%~1.400% 159,800 0.600%~0.660% 224,800
Borrowings —_—
Total $439,800 $1,189,800
As of December 31, 2022 and 2021, the Company’s undrawn short-term
borrowings amounted to roughly NTD3,636,321 thousand and
NTD2,676,807 thousand, respectively.
Please refer to Note 8 for details of the collateral provided to secure the
Company's bank borrowings.
11. Other Payables
2022.12.31 2021.12.31
Salary and Year-end Bonuses Payable $160,259 $156,595
Processing Costs Payable 65,361 76,233
Remuneration Payable to Employees 38,000 34,000
Packaging Costs Payable 15,914 20,958
Consumables Payable 13,593 24,790
Other Expenses Payable - others 53,412 56,154
Total $346,539 $368,730
12. Long-term Borrowings
Interest
Creditor 2022.12.31 Rate (%) Repayment Period and Method
Unsecured Loan from $83,000 1.1250% It is repaid in 56 installments (one installment per
E.SUN Bank month) from November 29, 2021 through

November 15, 2026, and the interest accrued will
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Repayment Period and Method

Unsecured Loan from
E.SUN Bank

Unsecured Loan from
E.SUN Bank

Unsecured Loan from
O-Bank Co., Ltd.

Secured Loan from
E.SUN Bank

Unsecured Loan from
E.SUN Bank

Secured Loan from Land
Bank of Taiwan

Secured Loan from Land
Bank of Taiwan

Unsecured Loan from
E.SUN Bank

Secured Loan from
Chang Hwa Bank

Secured Loan from Land
Bank of Taiwan

Unsecured Loan from
E.SUN Bank

Secured Loan from Land
Bank of Taiwan

Secured Loan from Land
Bank of Taiwan

Subtotal

Less: Current Portion
Total

Interest
2022.12.31 Rate (%)
80,000 1.1250%
72,000 1.1250%
49,702 1.6490%
46,000 1.6500%
34,000 1.1250%
27,776 1.8500%
18,461 1.8500%
18,200 1.1250%
12,000 1.6900%
7,298 1.8500%
5,400 1.6500%
4,367 1.8500%
2,915 1.8500%
461,119
(58,606)

8402513
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be paid monthly.

It is repaid in 56 installments (one installment per
month) from September 28, 2021 through to May
15, 2026, and the interest accrued will be paid
monthly.

It is repaid in 24 installments (one installment per
month) from the fourth year from January 19, 2022
through November 15, 2026, and the interest
accrued will be paid monthly.

It is repaid in 13 installments (one installment every
three months) from the fourth year from August 1,
2017 through August 1, 2024, and the interest
accrued will be paid monthly.

It is repaid in 120 installments (one installment
every three months) from October 30, 2020 through
October 30, 2030, and the interest accrued will be
paid monthly.

It is repaid in 24 installments (one installment per
month) from the third year from March 31, 2022
through May 15, 2026, and the interest accrued will
be paid monthly.

It is repaid in 144 installments (one installment per
month) from the fourth year from August 12, 2017
through August 12, 2029, and the interest accrued
will be paid monthly.

It is repaid in 180 installments (one installment per
month) from December 22, 2010 through
December 22, 2025, and the interest accrued will be
paid monthly.

It is repaid in 60 installments (one installment per
month) from May 28, 2021 through May 15, 2026,
and the interest accrued will be paid monthly.

It is repaid in 52 installments (one installment every
three months) from October 7, 2010 through
October 7, 2025, and the interest accrued will be
paid monthly.

It is repaid in 144 installments (one installment per
month) from March 29, 2010 through August 31,
2024, and the interest accrued will be paid monthly.
It is repaid in 60 installments (one installment every
three months) from October 30, 2020 through
October 30, 2025, and the interest accrued will be
paid monthly.

It is repaid in 144 installments (one installment per
month) from January 26, 2010 through August 31,
2024, and the interest accrued will be paid monthly.
It is repaid in 60 installments (one installment per
month) from August 31, 2009 through August 31,
2024, and the interest accrued will be paid monthly.
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Interest
Creditor 2021.12.31 Rate (%) Repayment Period and Method

Unsecured Loan from $83,000  0.5000% It is repaid in 56 installments (one installment per

E.SUN Bank month) from November 29, 2021 through
November 15, 2026, and the interest accrued will
be paid monthly.

Unsecured Loan from 80,000  0.5000% Itis repaid in 56 installments (one installment per

E.SUN Bank month) from September 28, 2021 through to May
15, 2026, and the interest accrued will be paid
monthly.

Unsecured Loan from 78,106  0.9884% Itis repaid in 13 installments (one installment every

O-Bank Co., Ltd. three months) from the fourth year from August 1,
2017 through August 1, 2024, and the interest
accrued will be paid monthly.

Secured Loan from 46,000 1.1000% It is repaid in 120 installments (one installment per

E.SUN Bank month) from October 30, 2020 through October 30,
2030, and the interest accrued will be paid monthly.

Secured Loan from Land 31,942 1.3500% It is repaid in 144 installments (one installment per

Bank of Taiwan month) from the fourth year from August 12, 2017
through August 12, 2029, and the interest accrued
will be paid monthly.

Secured Loan from Land 24,614  1.3500% Itis repaid in 180 installments (one installment per

Bank of Taiwan month) from December 22, 2010 through
December 22, 2025, and the interest accrued will be
paid monthly.

Unsecured Loan from 18,200  0.5000% It is repaid in 60 installments (one installment per

E.SUN Bank month) from May 28, 2021 through May 15, 2026,
and the interest accrued will be paid monthly.

Secured Loan from 16,000 1.2900% Itis repaid in 52 installments (one installment every

Chang Hwa Bank three months) from October 7, 2010 through
October 7, 2025, and the interest accrued will be
paid monthly.

Secured Loan from Land 11,463 1.3500% It is repaid in 144 installments (one installment per

Bank of Taiwan month) from March 29, 2010 through August 31,
2024, and the interest accrued will be paid monthly.

Unsecured Loan from 7,200 1.1000% It is repaid in 60 installments (one installment per

E.SUN Bank month) from October 30, 2020 through October 30,
2025, and the interest accrued will be paid monthly.

Secured Loan from Land 6,868 1.3500% It is repaid in 144 installments (one installment per

Bank of Taiwan month) from January 26, 2010 through August 31,
2024, and the interest accrued will be paid monthly.

Secured Loan from Land 4,582 1.3500% It is repaid in 60 installments (one installment per

Bank of Taiwan month) from August 31, 2009 through August 31,
2024, and the interest accrued will be paid monthly.

Subtotal 407,975

Less: Current Portion (54,989)

Total $352,986

The above bank borrowings are secured, for which land and buildings were
prioritized as collateral. Please refer to Note 8 for details of the collateral.
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13.

14.

Post-employment Benefit Plan

Defined Contribution Plans

The Company has an employee retirement plan stipulated in accordance with
the “Labor Pension Act,” which is a defined contribution plan. According to
the Act, the Company’ monthly labor pension contribution rate shall not be
less than 6% of employees’ monthly salary. The Company makes a monthly
contribution equivalent to 6% of the employees’ monthly salary to the
personal pension account with the Bureau of Labor Insurance.

The amount of expenses of the defined contribution pension plan recognized
by the Company for 2022 and 2021 was NTD17,678 thousand and
NTD16,974 thousand, respectively.

The Company settled the defined benefit plan in 2018, so the Company has
no employees who are eligible for the pension scheme under the defined
benefit plan, so no sensitivity analysis of actuarial assumptions and major
actuarial assumptions was performed.

Equity

(1) Ordinary Shares
As of December 31, 2022 and 2021, the Company's authorized capital
was 2,000,000 thousand, with a par value of NTD10 per share, and the
number of issued shares was 155,654,890 shares, with paid-in share
capital in the amount of NTD1,556,549 thousand. Each share is entitled
to one voting right and the right to receive dividends.

(2) Capital Surplus

2022.12.31 2021.12.31
Premium for Conversion of
Convertible Corporate Bonds 317,074 $63,770
Employee Stock Option 9,836 9,836
Combined Premium 352 352
Others 19 19
Total $27,281 $73,977

As per law, paid-in capital shall not be used for any purpose except for
making up for the Company’s losses. When the Company has no loss, a
certain percentage of the paid-in capital from the stock premium and
the gift can be applied to replenish the capital per year. The
aforementioned paid-in capital can be allocated in cash to shareholders
in proportion to their shareholdings.
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(3) Earnings Distribution and Dividend Policy

As per the Articles of Incorporation, where the Company makes a
profit for a fiscal year, it shall distribute the earnings in the order
specified below:

Paying taxes;

Offsetting a cumulative deficit;

Setting aside 10% of the remaining balance as a legal reserve;
Setting aside an amount for or reversing a special reserve in
accordance with laws and regulations or the competent
authority’s instructions;

E. Any remaining profit, together with any undistributed retained
earnings, adopted by the Board of Directors as the basis for
making a distribution proposal, which shall then be reported to
the shareholders’ meeting.

CoOow>

The Company operates in the electronic components industry and
strives to be in line with the overall environment and the characteristics
of the industry. The Company achieves its sustainability, pursues
long-term interests of shareholders, stabilizes business performance
targets, while taking into account the Company’s budget for future
capital expenditures and the status of capital needs. The Company’s
dividend policy is to appropriate at least 10% of its earnings after tax,
less legal reserve and special reserve, as shareholder bonus, with cash
dividends accounting for at least 10% of the total dividends paid to
shareholders. However, if the year’s net income after tax does not
reach 15% of the paid-in capital, the earnings may not be distributed; if
the Company has no earnings available for the year, the cumulative
undistributed earnings from the prior year may be distributed. Where
the shareholder bonus or legal reserve or capital surplus as mentioned
above is paid in cash, the Board of Directors is authorized to act by
approval of two-thirds of the directors at a meeting attended by more
than half of the directors, and shall be reported to the shareholders’
meeting.

As per the Company Act, the Company shall set aside a legal reserve
unless its total amount has reached the amount of the total paid-in
capital. The legal reserve may be used to offset a deficit. When the
Company has no loss, the portion of the legal reserve that exceeds 25%
of the paid-in capital may be used to distribute shares or cash to
shareholders in proportion to their shareholdings.

When distributing the distributable earnings, the Company
retroactively sets aside a special reserve for the difference between the
balance of the special reserve and the net deduction of other equity
items as per law when the IFRS is adopted for the first time.

If there is a subsequent reversal of the net deduction of other equity,
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the special reserve may be reversed for the portion of the net deduction
of other equity reversed to distribute earnings.

In accordance with the Letter Jin-Guan-Zheng- Fa No. 1090150022
issued by the FSC dated March 31, 2021, a special reserve shall be set
aside for the unrealized revaluation gains and cumulative translation
adjustment (gains), which were reclassified to retained earnings on the
conversion date due to the adoption of exemptions under IFRS 1
“First-time Adoption of International Financial Reporting Standards”
when IFRS was first adopted. When the Company uses, disposes of, or
reclassifies the relevant assets later, it may reverse the portion of the
special reserve in the same percentage to distribute earnings.

During the years ended December 31, 2022 and 2021, there was no
need to reverse the special reserve due to the use, disposal of, or
reclassification of relevant assets.

The Company's Board of Directors and general shareholders' meetings
on March 16, 2023 and July 10, 2022, respectively, made and resolved
a decision to the 2022 and 2021 earnings appropriation and distribution
proposal and the dividends per share, respectively. The details are as

follows:
Earnings Appropriation
and Distribution Proposal ~ Dividends per Share (NTD)
2022 2021 2022 2021

Legal Reserve $79,413 $77,499
Reversal of Special Reserve (91,021) (50,154)
Cash Dividends on NTD2 per NTD1.70 per
Ordinary Shares 311,310 264,614 Share Share

Moreover, the Company's board meetings, on March 16, 2023 and
March 18, 2022, resolved a decision to distribute cash from the capital
surplus of NTDO thousand and NTD46,696 thousand, with NTDO and
NTD 0.30 per share, respectively.

Please refer to Note 6.18 for the relevant information on the estimation
basis and recognized amounts of employee remuneration and directors’
remuneration.

15. Operating income

2022 2021
Revenue From Customer Contracts
Revenue From Product Sales $3,151,223 $3,371,501
Revenue From Provision of Services 4,666 6,457
Total $3,155,889 $3,377,958
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The Company's revenue from customer contracts during 2022 and 2021 is as
follows:

(1) Breakdown of Revenue

2022 2021
Segments in Segments in
Taiwan Taiwan
Product Sales $3,151,223 $3,371,501
Provision of Services 4,666 6,457
Total $3,155,889 $3,377,958

The Company recognizes revenue when the control over the
merchandise is transferred to a buyer, i.e., when the performance
obligation is fulfilled at a certain point in time.

(2) Contract Balance
Contract Liabilities — current

2022.12.31 2021.12.31 2020.12.31
Product Sales $19,210 $11,284 $2,104

The major changes in the balances of the Company’s contract liabilities
for 2022 and 2021 are specified below:

2022 2021

Opening Balance Transferred to Revenue in $(11,284) $(2,104)

This Period

Increase in Advance Receipts for This Period 19,210 11,284

(those for this period were deducted and

transferred to revenue)

Movements During This Period $7,926 $9,180
(3) Transaction Prices Apportioned to the Outstanding Performance

Obligations

None.

(4) Assets Recognized From the Cost of Obtaining or Fulfilling a
Customer Contract

None.
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16. Expected Credit Impairment Losses

2022 2021
Operating Expenses - Expected Credit
Impairment Losses
Accounts Receivable $6 $-

Please refer to Note 12 for relevant credit risk information.

The Company's receivables (including notes and accounts receivable) are
measured at the lifetime expected credit losses, with the factors of the
counterparties’ credit ratings considered; and the allowances for losses were
measured using a provision matrix. The information on the amounts of the
allowances for losses estimated was as follows:

2022.12.31
Number of Days Past Due
Not
Overdue 91-180 181-365 365 days
(Note) 1-90days days days or more Total
Total Carrying
Amount $379,641 $54,864 $9,098 $6,795 $3,902  $454,300
Loss Ratio -% 0-1% 0-1% -% 90%-100%
Lifetime
Expected
Credit Loss - (152) (61) - (3,902) (4,115)
Carrying Amount $379,641 $54,712 $9,037 $6,795 $- $450,185

Note: None of the Company’s notes receivable were overdue.

2021.12.31
Number of Days Past Due
Not
Overdue 91-180 181-365 365 days
(Note) 1-90days days days or more Total
Total Carrying
Amount $513,401 $71,773 $7,228 $51 $4,052  $596,505
Loss Ratio -% 0-1% -% -% 90%-100%
Lifetime
Expected
Credit Loss - (212) - - (3,908) (4,120)
Carrying Amount _$513,401 _ $71,561 $7,228 $51 $144  $592,385

Note: None of the Company’s notes receivable were overdue.

The movements in the allowances for losses on the Company's notes and
accounts receivable for 2022 and 2021 are as follows:

225



Notes to the Parent Company-Only Financial Statements of K.S. TERMINALS
INC. (Continued)
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Notes Accounts
Receivable Receivable

2022.1.1 $- $4,120
Write-off Due to the Inability to Recover - (11)
Increase (Reversal) in the Current Period - 6
2022.12.31 $- $4,115
2021.1.1 $- $4,161
Write-off Due to the Inability to Recover - (41)
2021.12.31 $- $4,120
17. Leasing

(1) The Company as a Lessee (with IFRS 16 applying to relevant
disclosures)

The Company has leased a number of different assets, including
property (land and buildings) and transportation equipment.

The lease terms for each contract ranges from two to five years.

The impact of leasing on the Company’s financial position, financial
performance, and cash flows is specified below:

A. Amounts Recognized in the Balance Sheet
(@) Right-of-use Assets

Carrying Amount of Right-of-use Assets
2022.12.31 2021.12.31

Property and Buildings $3,991 $6,997
Transportation Equipment 3,461 2,485
Total $7,452 $9,482

The Company’s additions to the right-of-use assets during 2022
and 2021 were NTD3,064 thousand and NTD8,145 thousand,
respectively.

(b) Lease Liabilities
2022.12.31 2021.12.31

Lease Liabilities

Current $3,972 $4,149
Non-current 3,557 5,395
Total $7,529 $9,544

Please refer to Note 6. 19 (3) Financial Costs for the details of
interest expenses for the Company's lease liabilities in 2022;
please refer to Note 12.5 Liquidity Risk Management for the
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details of the maturity analysis of lease liabilities as of December
31, 2022.

B. Amounts recognized in the statement of comprehensive income.

Depreciation of Right-of-use Assets

2022.01.01~ 2021.01.01~

2022.12.31 2021.12.31
Property and Buildings $3,006 $3,006
Transportation Equipment 2,088 1,625
Total $5,094 $4,631

C. Lessee's Income and Expenses Related to Leasing Activities

2022.01.01~ 2021.01.01~
2022.12.31 2021.12.31
Expenses of Short-term Leases $257 $295

D. Lessee's Cash Outflows From Leasing Activities

The amounts of the Company’s cash outflows from leasing activities
during 2022 and 2021 were NTD5,433 thousand and NTD5,048
thousand, respectively.

18. Statement of Employee Benefits, Depreciation, Depletion, and Amortization
Expenses by Function is as follows:

By Function 2022 2021
Operating | Operating Operating | Operating

By Nature Costs | Expenses | Total Costs | Expenses | Total
Employee Benefit
Expenses
Salary and Wages $322,437| $195,839] $518,276] $309,516] $189,220| $498,736
Labor and Health 29,136] 14,383 43,519 27,076 12,780 39,856
Insurance Costs
Pension Costs 11,204 6,474 17,678 10,606 6,368 16,974
Remuneration to -l 16,749 16,749 - 13,739 13,739
Directors
Other Employee 23,494| 10,074 33,568 26,368 11,499 37,867
Benefit Expenses
Depreciation Expenses 64,117) 19,090 83,207 62,535 18,491 81,026
Amortization 1,469 1,764 3,233 1,313 1,520 2,833
Expenses

As of December 31, 2022 and 2021, the Company had 717 and 730
employees respectively, of which the number of directors who did not
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concurrently serve as employees was four for both years.

The Company's average employee benefit expenses for 2022 and 2021 were
NTD860 thousand and NTD817 thousand, respectively; the Company's
average employee salary and wages for 2022 and 2021 were NTD727
thousand and NTD687 thousand, respectively. The average employee salary
adjustment for both years was 5.8%.

The Company has established an Audit Committee to replace the supervisors
in accordance with the rules, so no remuneration to supervisors was
recognized.

The Company’s policy on the remuneration to directors, managers, and
employees is as follows:

The Company has specified the policy on directors’ remuneration and
employee remuneration in the Articles of Incorporation and has established
an Audit Committee to evaluate and supervise the directors’ and managers’
remuneration mechanism. The procedure for determining the remuneration to
directors and managers was established based on the Company's Regulations
Governing the Board Performance Evaluation and employee performance
evaluation results. Reasonable remuneration to directors and managers is
determined with reference to the Company's operating performance, future
risks, development strategies, and industry trends, as well as individuals’
contribution to the Company's performance.

The Company formulated a complete employee benefit system to provide
employees with competitive salary and benefits in compliance with laws and
regulations and in alignment with each region’s needs. Employee
remuneration includes monthly salary as well as dividends and bonuses
depending on operating performance and is paid based on the annual profit as
per the Articles of Incorporation. The Company regularly conducts
company-wide performance evaluations of all employees every year to keep
abreast of their work performance and adopts the evaluation results as the
basis for promotion, training and development, and salary payout.

In accordance with the Articles of Incorporation, the Company shall set aside
profits, if any, for no lower than 3% as employees’ remuneration and no
higher than 3% as directors’ remuneration, while the Company shall reserve
an amount in advance to offset a cumulative deficit, if any. The above
employees’ remuneration may be distributed in stock or cash, which shall be
approved by half of all directors present at a Board Meeting attended by
more than two-thirds of all directors and then reported to the shareholders’
meeting. Please visit the Market Observation Post System (MOPS) for
information on employee remuneration and directors’ remuneration approved
by the Board of Directors.

The Company set aside employee remuneration and director's remuneration
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at 3.27% and 1.29% of 2022’s profit, respectively, in the amounts of
NTD38,000 thousand and NTD15,000 thousand, respectively, accounted for
under Salary and Wages and Other Expenses. The Company's Board of
Directors resolved a decision to distribute employee remuneration and
directors’ remuneration in cash in the amounts of NTD38,000 thousand and
NTD15,000 thousand, respectively, March 16, 2023.

The amounts of employee remuneration and directors’ remuneration
distributed for 2021 were NTD34,000 thousand and NTD12,000 thousand,
respectively. Said amounts were not significantly different from the amounts

recognized as expenses in the 2021 financial statements.

19. Non-operating Revenue and Expenses
(1) Other Income
2022 2021
Interest Income $17,975 $3,550
Dividend Income 4,320 6,660
Rent Income 971 694
Other Income — Others 39,446 20,428
Total $62,712 $31,332
(2) Other Gains and Losses
2022 2021
Net Gain (Loss) on Foreign Exchange $197,413 $(26,679)
Net Losses on Financial Assets and
Liabilities at Fair Value Through (32,260) (2,256)
Profit or Loss
Gain on Disposal of Property, Plants 135 71
and Equipment
Gain on Disposal of Investments 3,636 534
Others (75) (28)
Total $168,849 $(28,358)
(3) Financial Costs
2022 2021
Interest on Bank Borrowings $13,003 $11,334
Interest on Lease Liabilities 97 108
Total $13,100 $11,442
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20. Components of Other Comprehensive Income

(1) The components of 2022 other comprehensive income are as follows:

Other
Generated  Comprehensi
During This ve Income Income Tax After-tax
Period (loss) Expenses Amount
Items that will not be reclassified
subsequently to profit or loss:
Unrealized Gain (loss) From Investments
in Equity Instruments Measured at Fair
Value Through Other Comprehensive
Income $(38,607) $(38,607) $797 $(37,810)
Items that may be reclassified subsequently
to profit or loss:
Exchange differences arising on the
translation of the financial statements
of foreign operations 35,270 35,270 (7,054) 28,216
Share of Other Comprehensive Income of
Associates and Joint Ventures
Recognized Using the Equity Method (642) (642) - (642)
Total $(3,979) $(3,979) $(6,257) $(10,236)
(2) The components of 2021 other comprehensive income are as follows:
Other
Comprehensi
Generated ve Income
During This (loss) Income Tax After-tax
Period Expenses Amount
Items that will not be reclassified
subsequently to profit or loss:
Unrealized Gain (loss) From Investments
in Equity Instruments Measured at Fair
Value Through Other Comprehensive
Income $41,938 $41,938 $(945) $40,993
Items that may be reclassified subsequently
to profit or loss:
Exchange differences arising on the
translation of the financial statements
of foreign operations 11,452 11,452 (2,290) 9,162
Total $53,390 $53,390 $(3,235) $50,155

21. Income Tax

The main components of income tax expenses (benefits) for 2022 and 2021
are as follows:
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)

)

Income Tax Recognized in Profit or Loss

Current Income Tax Expenses:

Income Tax Payable For the Current Period

Income Taxes For prior Years Adjusted Into This
Year

Deferred Tax Expenses:

Deferred Tax Expenses Related to the Initial
Temporary Differences and Reversal of
Temporary Differences

Income Tax Expenses

Income Tax Recognized in Other Comprehensive Income

Deferred Tax Expenses:

Unrealized Gain (loss) From Investments in
Equity Instruments Measured at Fair Value
Through Other Comprehensive Income

Exchange Gains or Losses Arising on the

Translation of the Financial Statements of

Foreign Operations

Income Tax Related to Components of Other

Comprehensive Income

2022 2021
$196,425 $155,202
(1,259) (7,554)
19,392 53,996
$214,558 $201,644
2022 2021
$(797) $945
7,054 2,290
$6,257 $3,235

(3) The amount of income tax expenses and accounting profit multiplied
by the parent company’s applicable income tax rate is adjusted as

follows:

Net Income Before Tax of the Continuing
Operations

Amounts of Taxes Calculated at Relevant
Countries’ Domestic Tax Rates Applicable to
Income

Income Tax Effect of Non-deductible Expenses on
Tax Returns

Income Taxes for Prior Years Adjusted Into This
Period

A Surtax on Undistributed Earnings

Other Adjustments to Income Tax in accordance
with Income Tax Act

Total Income Tax Expense Recognized in Profit or
Loss

231

2022 2021
$1,109,944 $976,640
$221,989 $195,328
5,941 (196)
(1,259) (7,554)
24,152 14,066
(36,265) -
$214,558 $201,644
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(4) Balances of deferred tax assets (liabilities) related to the following

items:
A. 2022
Recognized
Recognized in Other
Opening in Profitor ~ Comprehensi Ending
Balance Loss ve Income Balance
Temporary Difference
Unrealized Exchange Profit and Loss $29,280 $(32,985) $- $(3,705)
Valuation of Financial Assets at Fair Value 556 1,966 - 2,522
Through Profit or Loss
Allowance for Inventory Valuation Loss 5,165 1,508 - 6,673
Investments Using the Equity Method (305,097) 7,657 - (297,440)
Exchange Differences Arising on the
Translation of the Financial Statements of 6,843 - (7,054) (211)
Foreign Subsidiaries
Valuation of Financial Assets at Fair Value
Through Other Comprehensive Income 379 - 797 1,176
Long-term Investment Income or Loss
Impairment Recognized Using the Equity 226 - - 226
Method
Unrealized Sales Gross Profit 321 2,462 - 2,783
Deferred Tax Expenses $(19,392) $(6,257)
Net Deferred Tax Assets (liabilities) $(262,327) $(287,976)
The information presented in the balance sheet
is as follows:
Deferred Tax Assets $35,700 $13,380
Deferred Tax Liabilities $(298,027) $(301,356)
B. 2021
Recognized
Recognized in Other
Opening in Profitor ~ Comprehensi Ending
Balance Loss ve Income Balance
Temporary Difference
Unrealized Exchange Profit and Loss $30,806 $(1,526) $- $29,280
Valuation of Financial Assets at Fair Value - 556 - 556
Through Profit or Loss
Allowance for Inventory Valuation Loss 4,217 948 - 5,165
Investments Using the Equity Method (250,802) (54,295) - (305,097)
Bad Debt Losses 9,133 - (2,290) 6,843
Exchange Differences Arising on the
Translation of the Financial Statements of 1,324 - (945) 379
Foreign Subsidiaries
Valuation of Financial Assets at Fair Value 296 i i 296
Through Other Comprehensive Income
Long-term Investment Income or Loss - 321 - 321

Impairment Recognized Using the Equity
Method
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Recognized
Recognized in Other
Opening in Profitor ~ Comprehensi Ending
Balance Loss ve Income Balance
Deferred Tax Benefit (expense) $(53,996) $(3,235)
Net Deferred Tax Assets (liabilities) $(205,096) $(262,327)
The information presented in the balance sheet
is as follows:
Deferred Tax Assets $45,706 $35,700
Deferred Tax Liabilities $(250,802) $(298,027)
(5) Unrecognized Deferred Tax Assets
N/A.
(6) Unrecognized Deferred Tax Liabilities Related to Investments in
Subsidiaries
N/A.
(7) As of December 31, 2022, the Company's profit-seeking enterprise

22.

income tax returns filed up to 2020 were approved by the tax authority.

Earnings per Share

The basic earnings per share is calculated with the net income attributable to
the holders of the ordinary shares of the parent company divided by the
weighted average number of ordinary share outstanding in the current period.

The diluted earnings per share is calculated by with the net income
attributable to the holders of the ordinary shares of the parent company
divided by the weighted average number of ordinary shares outstanding in
the current period plus the weighted average number of ordinary shares to be
issued when all dilutive potential ordinary shares were converted into
ordinary shares.

(1) Basic Earnings per Share

2022 2021
Net income for the current period (in $895,386 $774,996
NTD thousand)
Weighted Average Number of
Ordinary Shares (in thousand shares)
for the Earnings per Share 155,655 155,655
Basic Earnings per Share (NTD) $5.75 $4.98
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(2) Diluted Earnings per Share

Net income for the current period (in
NTD thousand)

Weighted Average Number of
Ordinary Shares (in thousand shares)
for the Earnings per Share

Dilution Effect:

Employee Remuneration - Stock (in
thousand shares)

Weighted Average Number of
Ordinary Shares (in thousand shares)
With the Dilution Effect Adjusted
Diluted Earnings per Share (NTD)

2022 2021
$895,386 $774,996
155,655 155,655
541 371
156,196 156,026
$5.73 $4.97

There was no other transaction performed to cause significant changes to the
outstanding ordinary shares or the potential ordinary shares after the
reporting period and before the release of the financial statements.

VII. Related Party Transactions

The related parties with transactions with the Company during the financial

reporting period are as follows:

Name of Related Party and Relationship With the Company

Name

Relationship With the Company

Eleven people including Cheng Yu-Liang

DRACO K ENTERPRISES,LLC
IFCHIC INC.

CHIEN HO HSING TECHNOLOGY
(SUZHOU) CO., LTD

K.S. TERMINALS (THAILAND) CO.,LTD.
K.S. TERMINALS COMPANY LIMITED
VIETNAM

PT.KSTERMINALS TECHNOLOGY
INDONESIA
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1.

Material Transactions With Related Parties

(1) Sales
Name 2022 2021
CHIEN HO HSING TECHNOLOGY $321,282 $449,243
(SUZHOU) CO., LTD
K.S.TERMINALS (THAILAND) CO.,LTD. 42,207 47,194
K.S.TERMINALS COMPANY LIMITED 15,236 11,574
VIETNAM
DRACO K ENTERPRISES,LLC 15,157 26,768
PT.KSTERMINALS TECHNOLOGY 3,205 3,474
INDONESIA
IFCHIC INC. 27 -
Total $397,114 $538,253
The above sales terms and conditions are subject to the regular ones.
(2) Purchases
Name 2022 2021
CHIEN HO HSING TECHNOLOGY $38,500 $115,589
(SUZHOU) CO., LTD
The above purchase terms and conditions are subject to the regular ones.
(3) Accounts Receivable
Name 2022.12.31 2021.12.31
CHIEN HO HSING TECHNOLOGY $30,798 $19,242
(SUZHOU) CO., LTD
K.S.TERMINALS COMPANY LIMITED 15,698 8,956
VIETNAM
DRACO K ENTERPRISES, LLC 14,127 12,179
K.S.TERMINALS (THAILAND) CO.,LTD. 7,669 8,636
PT.KSTERMINALS TECHNOLOGY 2,681 2,548
INDONESIA
Total $70,973 $51,561
(4) Right-of-use Assets
Name 2022.12.31 2021.12.31
The Company’s Key Management Personnel $3,991 $5,986
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(5) Lease Liabilities

Name 2022.12.31 2021.12.31
The Company’s Key Management Personnel $4,050 $6,035

2. Remuneration of the Company’s Key Management Personnel

2022 2021
Short-term Employee Benefits $49,984 $53,386
Post-employment Benefits 2,138 2,144
$52,122 $55,530

VIIl.  Assets Pledged

The Company has the following assets pledged as collateral:
Carrying Amount

Details of Collateral for

Item 2022.12.31 2021.12.31 Debts

Property, Plants and Equipment - Land $294,289 $295,122 Secured Borrowings
and Buildings

Other Receivables - Time Deposits 266,977 526,618 Secured Borrowings
Total $561,266 $821,740

IX. Material Contingent Liabilities and Unrecognized Contractual
Commitments

None.

X. Major Disaster Loss

None.
XI. Material Events After the Balance Sheet Date

None.
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XII. Others

1. Types of Financial Instruments

Financial Assets 2022.12.31 2021.12.31
Financial Assets at Fair Value Through
Profit or Loss:
Amount Mandatorily as at Fair Value $301,236 $224,071
Through Profit or Loss
Financial Assets at Fair Value Through
Other Comprehensive Income 108,083 427,521
Financial Assets at Amortized Cost:
Cash and Cash Equivalents (excluding 1,770,810 1,353,554
cash on hand) 138,381 55,319
Financial Assets at Amortized Cost 450,185 592,385
Notes and Accounts Receivable 275,091 551,618
(including from related parties)
Other Receivables
Financial Liability 2022.12.31 2021.12.31
Financial Liabilities at Amortized Cost:
Short-term Borrowings $439,800 $1,189,800
Notes and Accounts Payable 83,677 107,894
(including from related parties)
Other Payables 346,539 368,730
Long-term Borrowings (including due 461,119 407,975
within one year)
Lease Liabilities 7,529 9,544

2. Financial Risk Management Objectives and Policies

The Company's financial risk management objectives are mainly to manage
market, credit, and liquidity risks related to operating activities. The
Company identifies, measures, and manages the above risks as per the
Company's policies and risk preferences.

The Company has established appropriate policies, procedures, and an
internal control system in accordance with applicable regulations on the
above financial risk management; important financial activities should be
reviewed by the Board of Directors in accordance with applicable regulations
and the internal control system. During the implementation of the financial
management activities, the Company should comply with the applicable
regulations on financial risk management.

Market Risk

Market risk refers to the risk of fluctuations in the fair value or cash flow of
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financial instruments due to the movements in market prices. The Company's
market risk mainly includes the exchange rate and interest rate risks.

In practice, one movement by a single change in risk variables is rare, and
changes in risk variables are always interrelated; however, the sensitivity
analysis of the following risks did not consider the interaction between
relevant risks and variables.

Exchange Rate Risk

The Company's exchange rate risk is mainly related to operating activities
(when a currency used for income or expenses is different from the
Company's functional currency) and net investment in foreign operations.

The Company's foreign currency receivables and foreign currency payables
are partially in the same currency. Thus, there will be a natural hedging effect
for a part of the foreign currency position. The exchange rate risk of some
foreign currency payments is managed through forward exchange
agreements. The above natural hedging effect and the management of
exchange rate risk through forward exchange agreements do not meet the
requirement of hedging accounting, so hedging accounting has not been
adopted; also, the net investment in foreign operations is a strategic
investment, so the Company has not adopted a hedging approach thereto.

The sensitivity analysis of the Company's exchange rate risk is mainly
focused on the main foreign currency monetary items on the end date of the
financial reporting period. The Company's exchange rate risk is mainly
affected by fluctuations in the exchange rates of USD and EUR. The
sensitivity analysis information is as follows:

When the NTD appreciates by 1% against the USD, the impact on the
Company's equity and profit or loss is as follows:

Increase
(decrease) in. -
Equit Gain (loss)
2022 $- $(14,219)
2021 $- $(18,950)

Interest Rate Risk

Interest rate risk refers to the risk of fluctuations in the fair value of financial
instruments or future cash flows due to the movements in market interest
rates. The Company's interest rate fluctuation risk is mainly from borrowings
at floating and fixed rates.

The sensitivity analysis of the Company's interest rate risk was mainly
focused on the floating interest rates for borrowings on the end date of the
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financial reporting period. With an assumption that such borrowings are held
for one fiscal year, when the market interest rate increased/decreased by
0.1%, the Company's 2022 and 2021 profit or loss would have increased by
NTD901 thousand and NTD1,598 thousand, respectively.

Equity Price Risk

The fair value of unlisted equity securities held by the Company will be
affected by the uncertainty about their future values. The unlisted equity
securities held by the Company are included in the categories held for trading
and available for sale. The Company manages the price risk of equity
securities by diversifying investments and setting limits for investments in
single and overall equity securities. The information on the investment
portfolio of equity securities should be regularly provided to the Company’s
senior management, and the Board of Directors should review and approve
all decisions about investments in equity securities.

The fair values of other equity instruments or derivatives linked to equity
instruments belong to Level 3. Please refer to Note 12.8 for the sensitivity
analysis information.

4. Credit Risk Management

Credit risk refers to the risk of financial loss arising from default by
counterparties on contract obligations. The Company’s credit risk is derived
from its operating activities (mainly from notes and accounts receivables)
and financial activities (mainly from bank deposits and various financial
instruments).

Each business unit adopts the Company's customer credit risk policies,
procedures, and control measures to manage the customer credit risk. The
credit risk assessment of all customers is based on factors such as the
customers’ financial position, ratings by credit rating agencies, historical
trading experience from the past, current economic environment, and the
Company’s internal rating criteria. The Company also uses certain credit
enhancement tools (such as loans and insurance) at appropriate times to
reduce specific customers’ credit risk.

As of December 31, 2022 and 2021, the Company's accounts receivable from
the top ten customers accounted for 45% of the balances of the Company's
accounts receivable. The credit concentration risk for the remaining
receivables is relatively insignificant.

The Company’s finance department manages the credit risk of bank deposits,
fixed-income securities, and other financial instruments in accordance with
the Company’s policies. The Company’s counterparties are determined by
internal control procedures, such as banks with good credit, financial
institutions with investment-grade ratings, corporate organizations, and

239



Notes to the Parent Company-Only Financial Statements of K.S. TERMINALS
INC. (Continued)
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

governmental agencies, and there is no major concern about their contract
performance, hence there is no significant credit risk.

5. Liquidity Risk Management

The Company maintains financial flexibility through cash and cash
equivalents, highly liquid securities, bank borrowings, convertible corporate
bonds, and financing or leasing contracts. The table below summarizes the
maturity of the payments contained in the contracts of the Company’s
financial liabilities. It is compiled based on the earliest possible date for
repayment and its undiscounted cash flow. The amounts listed also include
the agreed interest. For the interest cash flow paid at floating interest rates,
the undiscounted amount of interest is derived from the yield curve at the end
of the reporting period.

Non-derivative Financial Instruments

Lessthan 1 5 years or
year 2-3years 4-5years more Total
2022.12.31
Short-term $440,302 $- $- $- $440,302
Borrowings
Payables 83,677 - - - 83,677
Long-term Bank 64,394 267,512 120,062 24,721 476,689
Borrowings
Lease Liabilities 4,029 3,558 - - 7,587
2021.12.31
Short-term $1,190,206 $- $- $- $1.190,206
Borrowings
Payables 107,894 - - - 107,894
Long-term Bank 57,008 140,210 184,074 33,415 414,707
Borrowings
Lease Liabilities 4,227 5,432 - - 9,659

Derivative Financial Liabilities

N/A.
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6. Reconciliation of Liabilities From Financing Activities

Information on reconciliation of liabilities for the year ended December 31,

2022:
Long-term
Borrowings Other Total Liabilities
Short-term (including due Non-current ~ From Financing
Borrowings  within one year) Lease Liabilities  Liabilities Activities
2022.01.01 $1,189,800 $407,975 $9,544 $130 $1,607,449
Cash Flow (750,000) 53,144 (5,079) - (701,935)
Non-cash 3,064 -
Changes - - 3,064
2022.12.31 $439,800 $461,119 $7,529 $130 $908,578
Information on reconciliation of liabilities for the year ended December 31,
2021:
Long-term
Borrowings Other Total Liabilities
Short-term (including due Non-current ~ From Financing
Borrowings  within one year) Lease Liabilities  Liabilities Activities
2021.01.01 $990,000 $264,736 $7,068 $- $1,261,804
Cash Flow 199,800 143,239 (4,645) 130 338,524
Non-cash 7,121 -
Changes - - 7,121
2021.12.31 $1,189,800 $407,975 $9,544 $130 $1,607,449

Fair Values of Financial Instruments

(1) Valuation Techniques and Assumptions Adopted to Measure the Fair
Values

The fair values of financial assets and financial liabilities were the
amounts in which the instruments were bought or sold in real time with
willing parties (rather than by force or through liquidation). The
methods and assumptions adopted by the Company to estimate the fair
values of its financial assets and financial liabilities are as follows:

A. The fair values of cash and cash equivalents, receivables,
payables, and other current liabilities are reasonable
approximations of their carrying amounts, mainly due to the short
durations of such instruments.

B. As there is no active market for stocks of non-TWSE/TPEXx listed

companies, the fair values thereof were estimated using the
market approach. The estimation was made based on recent
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fundraising activities, values of companies of the same types and
scales, company technology development, market conditions, and
other economic indicators.

C. The Company signed derivative financial instrument agreements
with different counterparties, who are mainly financial
institutions with great credit ratings. Derivative financial
instruments valuated using valuation techniques based on
observable inputs in the market are mainly forward exchange
agreements.

D. Regarding debt instrument investments without quoted prices in
an active market, bank borrowings, and other non-current
liabilities, the fair values are determined based on the
counterparties’ quotes or valuation techniques. The valuation
techniques are determined on the basis of discounted cash flow
analysis; the assumptions about interest rates and discount rates
are made with reference to on similar instruments (such as the
Taipei Exchange’s yield curves for reference, the average quotes
of Reuters commercial paper interest rates, and credit risks).

E. As for derivative financial instruments without quoted prices in
an active market, if they are non-option derivatives, their fair
values are determined based on the counterparties’ quotes or the
yield curves that apply during the duration of the discounted cash
flow analysis; if they are option derivatives, the fair values are
determined based on counterparties’ quotes, appropriate option
pricing models (such as Black-Scholes) or other valuation
approaches (such as Monte Carlo Simulation).

(2) Fair Values of Financial Instruments at Amortized Cost

The carrying amounts of the Company's financial assets and financial
liabilities measured at amortized cost approximate their fair values.

(3) Information on the Financial Instrument Fair Value Hierarchy

Please refer to Note 12.8 for information on the Company's financial
instrument fair value hierarchy.

7. Derivative Financial Instruments
As of December 31, 2022 and 2021, any derivatives held by the Company

that did not meet the criteria for hedge accounting and had not yet expired:
None.
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8. Fair Value Hierarchy

)

()

Fair Value Hierarchy Definitions

All assets and liabilities measured or disclosed at fair value are the
lowest level inputs, which are important to the overall fair value
measurement, classified to the fair value levels to which they belong.
The input at each level is as follows:

Level 1: Quoted (unadjusted) prices in active markets for identical
assets or liabilities on the measurement date.

Level 2: Inputs, other than quoted market prices within Level 1 that are
observable, either directly or indirectly, for assets or liabilities.

Level 3: The unobservable input value of an asset or liability.

For assets and liabilities that are recognized in the financial statements
on a repetitive basis, the classification is reevaluated at the end of each
reporting period to determine whether there is a transfer between the
fair value levels.

Information on Hierarchy of Fair Value Measurement
The Company does not have assets measured at fair value on a

non-recurring basis. The information on the fair value levels of assets
and liabilities on a recurring basis is shown below:

December 31, 2022:

Level 1 Level 2 Level 3

Total

Assets at Fair Value:

Funds of Financial Assets at Fair Value $301,236 $- $

Through Profit or Loss:
At Fair Value Through Other
Comprehensive Income
Equity Instruments at Fair Value
Through Other comprehensive Income 69,562 - 38,521 108,083

December 31, 2021:

Level 1 Level 2 Level 3

$301,236

Total

Assets at Fair Value:

Funds of Financial Assets at Fair Value
Through Profit or Loss:

$224,071 ¥ $

At Fair Value Through Other
Comprehensive Income

Equity Instruments at Fair Value
Through Other comprehensive Income

89,786 - 337,735
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Transfer Between Level 1 and Level 2 Fair VValues

The Company’s assets and liabilities measured at fair value on a
recurring basis during 2022 and 2021 were not transferred between
Level 1 and Level 2.

Details of Movements in Level 3 Fair Values

If the Company's assets and liabilities measured at fair value on a
recurring basis that belong to Level 3 fair value, the reconciliation of
the balances from the beginning of the period through the end of the
period is listed as follows:

Assets
Financial Assets at Fair Value
Through Other
Comprehensive Income
Stock
2022.01.01 $337,735
Total Losses Recognized for 2022:
Recognized in Other

Comprehensive Income

(recognized in unrealized

gains/losses from investments

in equity instruments at fair

value through other

comprehensive income) (13,675)
Obtained during 2022 166,012
Reclassified as Investments Using
the Equity Method during 2022 (451,551)
2022.12.31 $38,521
2021.01.01 $277,769
Total Gains Recognized for 2021:

Recognized in Other

Comprehensive Income

(recognized in unrealized

gains/losses from investments

in equity instruments at fair

value through other

comprehensive income) 59,966
2021.12.31 $337,735

Significant Unobservable Level 3 Fair VValue Inputs

Regarding the Company’s assets at Level 3 fair value on a recurring
basis, the significant unobservable inputs at fair value are as follows:
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Quantitati
Significant ve Sensitivity Analysis of the Value
Valuation Unobservable Informatio Relationship Between Relations Between Inputs and
Techniques Inputs n Input and Fair Value Fair Values
Asset Valuation  Discount Due to 30%  The higher the illiquidity, When the percentage of

Approach

liquidity

December 31, 2021:

the lower the fair value
estimate

illiquidity increases (decreases)
by 1%, the Company's equity
would have decreased/increased
by NTD385 thousand.

Quantitati
Significant ve Sensitivity Analysis of the Value
Valuation Unobservable Informatio Relationship Between Relations Between Inputs and
Techniques Inputs n Input and Fair Value Fair Values
Asset Valuation  Discount Due to 30%  The higher the illiquidity, When the percentage of

Approach

Price-to-book
Ratio

Iliquidity

Discount Due to
liquidity

30%

the lower the fair value
estimate

The higher the illiquidity,
the lower the fair value
estimate

Evaluation Process for Level 3 Fair Value

illiquidity increases (decreases)
by 1%, the Company's equity
would have decreased/increased
by NTD425 thousand.

When the percentage of
illiquidity increases (decreases)
by 1%, the Company's equity
would have decreased/increased
by NTD2,952 thousand.

The Company’s Finance Department is responsible for fair value
verification, using data from independent sources to bring the valuation
results closer to the market, confirming that the sources of the data are
independent, reliable, consistent with other resources, and represent
executable prices, while analyzing the changes in the value of assets
and liabilities that must be remeasured or re-valuated in accordance
with the Company’s accounting policies at each balance date, to ensure
that the valuation results are reasonable.
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(3) Information on Those Not Measured at Fair Value but Need to be
Disclosed

N/A.

9. Information on the foreign currency financial assets and liabilities with
significant impact is as follows:

The Company’s foreign currency financial assets and liabilities with

significant impact are as follows:
Unit: NTD thousand

2022.12.31 2021.12.31

Foreign ~ Exchang Foreign Exchange

Currency e Rate _(NTD) Currency Rate _ (NTD)
Financial Assets
Monetary Items
usD $47,030 30.6650  $1,442,175 $68,905 27.6350  $1,904,190
Financial
Liability
Monetary Items
usD $659  30.7650 $20,274 $331 27.7350 $9,180

Due to the wide variety of the Company’s functional currencies, it is not
possible to disclose the information on the exchange gains or losses on
monetary financial assets and financial liabilities in each significant foreign
currency. The Company's foreign currency exchange gains (losses) for 2022
and 2021 were NTD197,413 thousand and NTD(26,679) thousand,
respectively.

10. Capital Management
The Company's capital management aims to confirm and maintain
appropriate credit ratings and suitable capital ratios to facilitate business
operations and maximize shareholders' equity. The Company manages and
adjusts the capital structure based on the economic conditions and may

maintain and adjust the capital structure by adjusting dividend payments,
returning capital, or issuing new shares.

XI1Il. Additional Disclosures

The details of the Company’s major transactions, investees, and investees in
China during 2022 are as follows:

1. Information on Material Transactions

(1) Funds lent to others: N/A.
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(2) Endorsements/guarantees provided to others: N/A.

(3) Marketable securities held at the end of the period (excluding

investments in subsidiaries, associates, and joint ventures):

Type of Relationship End of Period
Marketable Name of M_a_rketable Bet\_N_een the General Ledger _ Carrying Percent '
Securities Securities Securities Issuer Account Unit Amount age (%) Fair Value
and the Company
Beneficiary | PineBridge Global None Financial Assets at Fair 292,223.79 $88,795 - $80,625
Certificates | ESG Quantitative Value Through Profit or
Bond Loss — current
Beneficiary | Franklin Templeton None " 50,000 -
Certificates | Sinoam Money 4,767,534.99 50,072
Market Fund
Beneficiary | FSITC Taiwan None n 50,000 -
Certificates | Money Market Fund 3,215,951.10 50,009
Beneficiary | Hua Nan Kirin None " 30,000 -
Certificates | Money Market Fund 2,478,908.60 30136
Beneficiary | NN (L) Investment None " 2,725.31 28,172 - 25,315
Certificates | Grade by Yuanta
Securities
Beneficiary | TSMC by Cathay None " 10,043.07 30,173 - 23,601
Certificates | United Bank
Beneficiary | Fuh Hwa Global None n 1,362,579.70 21,563 - 20,157
Certificates | Bond Fund
Beneficiary |PineBridge None " 50,043.04 14,227 - 13,451
Certificates | Quantitative
Diversified Income
Fund
Beneficiary |Jih Sun Money None " 522,175.80 7,657 - 7,870
Certificates | Market Fund
Subtotal 320,587 $301,236
Less: Financial Asset (26,834)
Value Adjustment
Plus: Allowance for 7,483
Exchange Gains -
Total $301,236
Stock Cayman Engley None Financial Assets at Fair 1,137,000 $139,029 | 0.96%| $69,562
Industrial Co.,Ltd. Value Through Other
Comprehensive Income
Stock Chi Rui (Cayman) None " 2,336,345 44,402 5.29% 38,521
Holding Limited
Subtotal 183,431 $108,083
Less: Financial Asset (75,348)
Value Adjustment
Total $108,083

(4)

()
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Acquisition of real estate amounting to at least NTD300 million or
20% of paid-in capital: N/A.
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(6) Disposal of real estate amounting to at least NTD300 million or 20% of
paid-in capital: N/A.

(")

(8)

(9)
(10)

Total purchases from or sales to related parties amounting to at least
NTD100 million or 20% of paid-in capital: Please refer to Note

13.1.(10).

Receivables from related parties amounting to at least NTD100 million
or 20% of paid-in capital: N/A.

Trading in derivative instruments: N/A.

The business relations between the parent company and its subsidiaries
and among subsidiaries, and important intercompany transactions and
amounts: The transactions below are intercompany transactions that
should be eliminated and have been eliminated.

Transaction

Notes and Accounts
Receivable (payable)

No. Relationship As a As a
(Note | Name of Trader | Counterparty |With Trader percentage of . percentage of
Purchase Transacti
1) (Note 2) Amount | revenue or Balance revenue or
(sales) on Terms
total assets total assets
(Note 3) (Note 3)
0 |KS. CHIEN HO 1 Sales |$321,282| 10.18% |Sameas | Accounts 0.39%
TERMINALS  |HSING Regular |Receivable
INC. TECHNOLOGY Transacti | $30,798
(SUZHOU) ons
CO., LTD
1 [CHIEN HO K.S. 2 Purchase | $321,282 10.18%  |Same as | Accounts 0.39%
HSING TERMINALS S Regular | Payable
TECHNOLOGY [INC. Transacti | $30,798
(SUZHOU) CO., ons

LTD

Note 1:
Note 2:

“2” represents subsidiary-to-parent company transactions.

Note 3:

“0” represents the parent company, and the remaining numbers represent subsidiaries.
“1” represents parent-to-subsidiary transactions.

The transaction amount as a percentage of the total revenue or total assets shall be calculated as the

ratio of the ending balance to the total consolidated assets if it is an asset or liability item, or as the
ratio of the interim cumulative amount to the total revenue if it is a profit or loss item.

2. Information on Investees

Investees’ names, location, main business activities, initial investment
amounts, shareholdings at the end of the period, current profit or loss, and
investment income or loss recognized (excluding investees in mainland
China):
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Co., Ltd. As of December 31, 2022, the shareholding ratio increased from 15.84% to 25%.
The investment was reclassified as investment using the equity method. Please refer to
Note 6.8 for relevant information.
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Initial Investment Amount (Note Held at End of Period ] Investment
1) Net Profit | Income or
Name of Name of Main Business|End of Current| End of Last (loss) of the Loss Rem
Investor Investee Address Activities Period Period Number |Perce Carrying [Investee for | Recognized |arks
of Shares |ntage the Period by the
(eauity) | (o) | AT ,
Company
K.S. K.S.T. P.0.3340,Road Town, Financial $484,635 $484,635 |(14,540,50(100%|$1,942,846 | $329,069 | $330,929 |Note
ITERMINALS | INTERNATI | Tortola ,British Virgin Investment 2
ONAL Islands
HOLDINGS
LTD.
K.S. JUNG PANG | P.O. BOX 3152, Road [Trade 347 347 10,000[{100%, 9,143 1,121 1,121
ITERMINALS | ENTERPRIS | Town, Tortola, British
ELTD. Virgin Islands
K.S. DRACO K | 2200 Jerrold Avenue, Unit [Trade USD 2,500 USD 2,500 |2,500,000[100%| 30,896 (1,200) (1,200)
ITERMINALS | ENTERPRIS | P, San Francisco, thousand thousand
ES LLC California.
K.S. TAIBON No.24,Lesperance,Provide [Financial UsD 160 UsD 160 160,000/100%| 51,794 5,712 5,712
ITERMINALS | HOLDING | nce Industrial Investment thousand thousand
LIMITED Estate, MAHE Seychelles
K.S. Ifchic Inc. 2200 Jerrold Avenue, Unit |Internet USD 2,500 USD 2,500 (2,500,000 |100%| 59,599 5,216 5,216
ITERMINALS P, San Francisco, retailing thousand thousand
California.
K.S. Yangde No. 59, Ln. 200, Zhuhe  |Industrial 8,400 - 840,000 | 35% 5,510 (5,545) (2,890)
ITERMINALS | Technology | Rd., Changhua City, Plastic
Co., Ltd. Changhua County 500041, [Products
Taiwan (R.O.C.) Manufacturing
K.S. Honley Auto. | No. 32, Jingjian Rd., Motor 285,539 - |25,433,43|25% | 273,901 18,755 (10,996) |Note
ITERMINALS | Parts Co., Qianjin Vil., Pingtung IMehicles and 9 3
Ltd. City, Pingtung County Parts
900, Taiwan (R.O.C.) Manufacturing
K.S.T. JIAN BANG | SURSON COMM BLDG |[Financial HKD 93,610 HKD 93,610 [93,610,00 |100%]| 1,504,741 261,596 261,596
INTERNATIO| (HONG 140-142 AUSTIN RD Investment thousand thousand 0
NAL KONG) TSIMSHATSUI
HOLDINGS [HOLDING
LTD. LTD.
K.S.T. K.S.Terminals| Land No. 58, Survey Page [Production, THB 82,000 THB 82,000 (8,200,000 |100%| 68,056 (324) (324)
INTERNATIO| (Asia) 1384, Tasith Sub-district, [processing, thousand thousand
NAL Co.,Ltd. Pluak Daeng District, and sales of
HOLDINGS Rayong Province, terminal parts
LTD. Thailand
TAIBON K.S.TERMIN| 99/4 Moo 13, Soi [Trade THB 4,900 THB 4,900 | 490,000 [49% | 42,660 12,759 6,252
HOLDING ALS Kingkeaw 25/1, Kingkeaw thousand thousand
LIMITED (THAILAND | Rd.,Tambol Rajadeva,
) CO.,LTD. | Amphur Bangplee
Samuthprakarn 11140
Thailand
JIAN BANG | K.S.TERMIN| 511 Nguyen Oanh Street, [Trade UsSD 1,000 USD 1,000 1,000,000 [100%| 16,922 (94) (94)
(HONG ALS Ward 17, Go Vap District, thousand thousand
KONG) COMPANY | HCM City Vietnam
HOLDING LIMITED
LTD. VIETNAM
UIAN BANG | PT.KSTERMI|JI. Dr. Latumenten Raya [Trade uUsD 1,000 USD 1,000 | 1,000,00 [100%| 11,226 (816) (816)
(HONG NALS No.19F RT.007 RW.008 thousand thousand 0
KONG) TECHNOLDO | Kel.Angke Kec.Tambora
HOLDING GY Kota Administrasi Jakarta
LTD. INDONESIA | Barat
Note 1: The initial investment amount, equity held at the end of the period, and investment income
or loss recognized are those recognized by the Company in proportion to its shareholdings.
Note 2: It includes the unrealized gains and losses from downstream transactions with related
parties that were eliminated.
Note 3: On October 20, the Company increased the equity interest invested in Honley Auto. Parts




Notes to the Parent Company-Only Financial Statements of K.S. TERMINALS
INC. (Continued)
(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

3.

Information on Investment in Mainland China

(1) The Company invested in investees in mainland China through K.S.T.
INTERNATIONAL HOLDINGS LTD. and JIAN BANG (HONG
KONG) HOLDING LTD. The information is as follows.

. The Investment . The Investment
Opening Amount Remitted Ending Bala_nce Company’s Income or | Carrying Cumulative
Balance of ) of Cumulative >
Name of Cumulative From Taiwan or Investment Shareholdi | Investment Loss Amount of |  Investment
Investee in Main Business S : Investment Recovered During . ngsin Income or | Recognize | Investment Income
: A Paid-in Capital Investment . - Remitted From . ] ;
mainland Activities Method Remitted From this Period Taiwan for this Director | Losson | dforthis | satthe | Repatriated as
China - . h Indirect | Investees Period | End of this| of the End of
Taiwan for this Period . . "
. Outward | Inward Investment (Notes 2 Period this Period
Period (Note 5) S and 3)
CHIEN Production, $229,988 Established a $229,988 $- $- $229,988 100% $300,073 | $300,073 ($1,457,180 $781,958
HO processing, and salesf (USD 7.5 |Company ina (USD 7.5 (USD 7.5 (USD 255
HSING of components of million) Third Region million) million) million)
TECHNO |[new instruments, to Invest in a
LOGY such as instrument Company in
(SUZHOU (connectors, and China
) CO., LTD |precision electronic

ceramics

Ending balance of cumulative | Investment amount
. outward remittances for_ approved by the Limit on Investment Amount Stipulated by the
investment in mainland China Investment Investment Commission. MOEA
(Note 1) Commission, MOEA ’
(Note 1)
$344,245 $344,245
(USD 11.226 million) | (USD 11.226 million) $3,627,563 (Note 4)

Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

If the above amounts were in foreign currencies, they were converted into NTD at the
exchange rates prevailing on the balance sheet date.
The investment income and losses recognized for this period are based on the financial
statements that have been audited by the parent company’s CPA in Taiwan.
It includes the unrealized gains and losses from downstream transactions with related
parties that were eliminated.
As per the regulations of the Investment Commission, MOEA, the upper limit of the
Company's investment in mainland China is 60% of its net worth.
The differences between the cumulative investment amount and the investment amount
approved by the Investment Commission, MOEA, are as follows:

M

The investee, RI DUAN CHIEN HO HSING ELECTRONICS TECHNOLOGY

(SUZHOU) CO., LTD., was liquidated in 2019, and the initial investment
amounting to US$2.636 million has been remitted back to the holding company,
K.S.T. INTERNATIONAL HOLDINGS LTD.

@

The Company invested in 5.29% of the equity of Chi Rui (Cayman) Holding

Limited (the initial investment amounted to US$1.09 million), which was
recognized as a financial asset at fair value through other comprehensive income.

(2) Please refer to Notes 13.1.(7) and (10) for information on major
transactions with investees in China as well as the prices and payment
terms thereof.

Information on Major Shareholders

As of December 31, 2022, the Company did not have a shareholder with a
shareholding of 5% or higher.
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