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This English version of the Pegatron Annual Report is a concise translation of the
Mandarin version. This document is created for the sole purpose of the convenience for
its non-Mandarin readers and is not an official document to represent the financial status
of the Company per Taiwan laws.

Pegatron Corporation does not assure the accuracy of this translated document. Readers
wishing to view the official audited version of Pegatron's financial reports can obtain a copy of
the Pegatron Annual Report (Mandarin version) on the Pegatron Corporation website

(www.pegatroncorp.com).
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1. Letter to Shareholders

Dear Shareholders,
As we look back at the year 2022, with the global COVID-19 pandemic abating and governments

around the world taking measures to stimulate consumption, the global economy is expected to
continue to rebound. However, the outbreak of the Russian-Ukrainian war led to a sharp rise in
international energy and raw material prices, exacerbating inflation levels; this compelled central
banks around the world to activate a cycle of interest rate hikes. Under the influence of monetary
policy tightening and financial market turmoil in major economies, the outlook of overall economic
recovery became bleaker, leading to weaker consumer demand. Looking ahead to 2023, it is
expected that the global economy will continue to face geopolitical, capital market volatility, and
climate change impacts in addition to the sluggish economic performance of the previous year. In
addition, because of the unresolved inflation issues, it is expected that major countries will still
adopt the strategy of raising interest rates and shrinkage of balance sheets; therefore, stagflation
is expected to continue, increasing the risk of slowing down global economic growth or even
recession. In 2022, in light of weak global consumer demand, Pegatron Corporation made every
effort to adjust its product portfolio and production capacity in line with customers’ needs, while
its key subsidiaries actively seized business opportunities in new and existing products and
scopes, resulting in consolidated revenue growth over the previous year. However, due to the
impact of the global capital market and stock exchange market fluctuations, non-operating income
decreased, resulting in a decline in net income after tax compared to the previous year. The

Group’s operating results for last year and the outlook for this year are summarized as follows:

Financial Performance
For FY2022, the Group’s consolidated revenue was NT$1,317.6 billion, an increase of NT$56.2

billion from NT$1,261.4 billion in FY2021, with an annual growth rate of 4.46% and a gross margin

of 4.35%. Net income after tax attributable to owners of the parent company in FY2022 was
NT$15.1 billion, down from NT$20.5 billion in FY2021, and earnings per share after tax was
NT$5.66. On a macro level view of the Group’s operating performance in FY2022, although the
sales of computing segment was not as good as expected, consumer electronics and
communication products benefited from the smooth supply of components and a better product
mix, while demand for automotive products continued to increase, bringing positive benefits to
overall operations and resulting in an increase in operating margin compared to last year. The
revenue contribution of communication products remained the highest among the three product
segments in FY2022, and there was no significant change in the revenue share of the three
categories compared to FY2021.

Note: The financial forecast for FY2022 was not disclosed. Therefore, no budget achievement results are available.



Technical Capability and Operating Highlights

In recent years, Pegatron has continued to focus on loT, Al, AR/VR, 5G, server and automotive
related technologies, among which 10T and Al have been introduced into smart manufacturing
processes. We are also spearheading technological research in different fields, such as medical
and cosmetic laser treatments, to meet the needs of users. In AR/VR, lightweight and thin optical
display effects have been achieved, and we are developing technologies for human posture, limb
control and coordination, positioning and control of virtual space objects, which will further
enhance an immersive experience for users. On 5G technology, in addition to continuing
development of existing CPE products, we have completed the end-to-end hardware and
software development and system integration for the 5G enterprise network based on O-RAN
architecture and SA Split 7.2 base station in line with 3GPP R15 standards, which has now been
implemented in Pegatron’s smart factories and applied in the field of emergency disaster
response. In addition, in response to the current trend of expanding the coverage of LEO low
earth orbit satellites, we are also working on the design and development of phased active array
antennas. For servers, with the development of next-generation and various architecture
platforms, we are actively strengthening the energy-saving design and continuing to develop the
systems required for different usage scenarios and applications. In the automotive field, in
addition to the development of on-board computers for driver assistance and charging piles, we
are actively investing in the research and development of different sensing technologies such as
DVS, millimeter wave, and UWB that can be used both inside and outside of vehicles, in order to
contribute more to the smart cockpit environment and high safety requirements under the trend
of self-driving vehicles. Furthermore, with increasing attention paid to energy saving and health
issues, we are also actively developing control, communication, display, and radar sensors for

electric bicycles.

In terms of operations, the momentum of the global consumer end market remains weak, with
related industry chains continuing to face inventory pressure. This is further exacerbated by the
increasing intensity of the technology war between the U.S. and China as well as other
uncertainties. Pegatron will continue to maintain solid communication with suppliers and
customers, versatilely adjust production plans according to actual demand, continue product
portfolio transformation and global capacity adjustment, strengthen R&D capabilities, enhance
automation and production efficiency, and finetune operations and supply chain management,
with the goal of improving overall capacity utilization and profitability.

Awards and Sustainability

Pegatron actively echoes the United Nations Sustainable Development Goals (SDGs) and
responds to stakeholders’ concerns about sustainability. In the face of the impact of climate
change and the global attention on carbon reduction, Pegatron has officially joined SBTi, and will

follow the requirements of the initiative to set science-based carbon reduction targets. Pegatron



drive the low-carbon transformation of the Group and supply chains. In addition, the TCFD
framework is also used to identify the risks and opportunities associated with climate change and
to develop countermeasures to mitigate long-term operational risks.

As an integral part of the global supply chain, Pegatron has joined the Responsible Business
Alliance (RBA), which requires suppliers to carry out occupational safety and health and labor
and human rights management in accordance with international initiatives and customer
regulations. Moreover, the Group has continued to give back to society. Since its establishment,
Pegatron has helped 143 charitable organizations in the areas of care for the disadvantaged,
environmental protection and cultural promotion. Moving forward, we anticipate fulfilling our
corporate social responsibility from a more diversified perspective. Pegatron has been selected
as a constituent of the “FTSE4Good TIP Taiwan ESG Index” for the 11th consecutive time, and
will continue to strive to optimize ESG performance, expand its impact, and work closely with the

value chain to achieve sustainable benefits.

Outlook
In the outlook for 2023, the demand for consumer type of computing products in the post-

pandemic era has softened and overall shipment momentum is facing challenges due to the
weakening global economy. However, Pegatron will actively strive for products with high added
value and adjust production capacity to stabilize shipment performance. In consumer electronics
segment, the revenue contribution from the game console and smart home device business shall
be boosted by the significant improvement from the shortage of components last year. The overall
revenue performance is expected to be stable this year as major game console customers
maintain their shipment momentum and major smart home device customers are expected to
release new models. For communication products, it is expected that the revenue contribution
from broadband products will grow due to the application of new technologies and the
replacement of some legacy models, while we will continue to optimize the product mix of other
communication products to enhance production efficiency and stabilize capacity utilization. In
terms of automotive electronics, Pegatron not only expands its product lines and production scale
with existing key accounts but shall also actively explore business opportunities with new
customers. With the expansion of sales to new and existing customers in the future, and medium
and long-term end-user demand remaining strong, it is believed that the revenue contribution of
Pegatron’s automotive electronics business will continue to grow significantly. Furthermore, in
terms of operational outlook, we shall continue to maintain flexibility in capacity adjustment while
driving the transformation of our product portfolio, and continue to enhance our product and
technology development capabilities to enhance our overall competitiveness.

On behalf of all the employees of Pegatron, | would like to thank all shareholders for your support
and encouragement. We will continue to strengthen our core competencies and management
efficiency and fully utilize our many years of extensive experience in product development and

manufacturing to enhance our overall corporate value, with the expectation that our shareholders,
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customers and employees will share in the fruitful results.

Chairman

President and Co-CEO Kuang-Chih Cheng |{5;

—10avY
ﬁfl| n

Kuo-Yen Teng
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2. Company Profile

2.1 Date of Incorporation: June 27, 2007

2.2 Company Milestones

June 2007 | ® Pegatron Corporation (“the Company”) was incorporated with a paid-in

capital of NT$1 million.

Nov 2007 °

Increased paid-in capital to NT$50 million by capital injection

Jan 2008 b

Increased paid-in capital to NT$16,050 million by issuing 1,600,000,000
shares to inherit the DMS (design and manufacturing services) unit from
Asustek Computer Inc (“Asustek”).

Apr 2008 i

Merged 100% owned subsidiary, Asusalpha Computer Inc., in order to
streamline corporate resources.

Jun 2008 i

Became the member of EICC (Electronic Industry Code of Conduct)
Increased paid-in capital to NT$18,846 million by issuing 279,628,141
shares in exchange for 100% ownership of Unihan Corporation with
Asustek. After the share exchange, Unihan became the Company’s wholly
owned subsidiary.

Dec 2008 b

The Company was awarded the world’s first Energy using Product (EuP)
certificate by DNV (DET NORSKE VERITAS).

Feb 2009 *

Acquired Top Quark Limited for US$6.04 million in order to provide more
comprehensive services of communication products to customers.

Apr 2009 i

Completed the world’'s first Product Category Rule for Notebook PC
products, which can be served as the key reference for Environmental
Product Declaration (EPD) as officially announced on the website of Global
TYPE Ill Environmental Product Declaration Network (GEDnet).

Jul 2009 *

Acquired 100% shareholding of Powtek (Shanghai) Co., Ltd so as to
conduct business in mainland China and expand the market share in China.

Oct 2009 )

Assisted key customers received the world’s first TYPE Ill Environmental
Product Declaration for N51V series Notebook PC awarded by
Environment and Development Foundation (EDF).

Assisted key customers received the world first Carbon Footprint Certificate
for N51V series Notebook PC awarded by DNV (DET NORSKE VERITAS).

Nov 2009 ®

Increased NT$4,014 million through capitalization of profits and the paid-in
capital amounted to NT$22,861 million.

Dec 2009 b

In order to streamline organization structure and reduce management cost,
a key subsidiary, Protek (Shanghai) Limited, merged with another key
subsidiary, North Tec Asia (Shanghai) Limited, and the former one is the
surviving company.

In order to expand business, a key subsidiary, Maintek Computer (Suzhou)
Co., Ltd, increased capital of US$34 million.

Assisted customers achieving key environmental certifications such as
EPEAT, EU Flower and Taiwan Green Market. For more than 55 products.

Jan 2010 d

The Company’s Board of Directors, acting on behalf of the Company’s
AGM pursuant to the Company Law, approved the merger with Pegatron
International. Upon the completion of the merger, the Company is the
surviving company.

Mar 2010 e The Company’s application for being a public company was approved.

Jun 2010 e Approved the merger with Pegatron International by issuing 2,286,064
thousands shares after cancelling 2,286,054 thousands shares previously
issued by Pegatron International. The paid-in capital amounted to
NT$22,861 million.

o The Company was officially listed on the Taiwan Stock Exchange.
Aug 2010 o The Company issued GDRs on Luxemburg Stock Exchange
Sep 2010 e DNV (DET NORSKE VERITA) awarded the Company with A+ certification

for the 2009 CSR Report based on Global Reporting Initiative G3 format.
The Company received ISO 14064-1 Greenhouse Gases Inventory




Verification.

Nov 2010

The Company’s Board of Directors approved the cancellation of 29,697,000
shares of treasury stock. Subsequently, the paid-in capital reduced to
NT$22,563,669 thousand dollars.

Assisted key customers received the world first PAS 2050 and ISO 14067-
1 Carbon Footprint Certificate awarded by DNV (DET NORSKE VERITA).

Nov 2011

The Company was awarded for top 100 companies in Taiwan by 2011
Taiwan Companies Innovation Survey organized by Industrial
Development Bureau, Ministry of Economic Affairs and cosponsored by
Business Next Magazine.

Feb 2012

The Company issued the Euro Convertible Bonds of US$300 million on
Singapore Stock Exchange.

Oct 2012

The Company, being the first of its peers in the DMS (design,
manufacturing & service) industry, was awarded the 2011 National
Sustainable Development Award by National Council for Sustainable
Development, Executive Yuan.

Jan 2013

Issuance of 33,938,000 shares for Employee Restricted Stock Award and
paid-in capital increased to NT$22,903 million.

The Company’s subsidiary “Casetek Holdings Limited” listed on Taiwan
Stock Exchange.

Oct 2013

Issuance of 6,062,000 shares for Employee Restricted Stock Award and
paid-in capital increased to NT$23,161 million.

Dec 2013

The Company was awarded the 2013 Industrial Sustainable Excellence
Award — Enterprise Class by Industrial Development Bureau, Ministry of
Economic Affairs.

Merged 100% owned subsidiary, Unihan Corporation, in order to
consolidate corporate resources, reduce operation cost and enhance
operation efficiency.

Feb 2015

The Company’s Euro Convertible Bonds of US$300 million were fully
converted to 232,406,616 shares.

Sep 2015

Issuance of 39,678,000 shares for Employee Restricted Stock Award and
paid-in capital increased to NT$26,033 million.

May 2016

The Company’s board of Directors approved the cancellation of 26,410,000
shares of treasury stock. Subsequently, the paid-in capital reduced to
25,760,683 thousand dollars.

July 2017

Issuance of 37,808,000 shares for Employee Restricted Stock Award and
paid-in capital increased to NT$26,125 million.

July 2017

The Company issued unsecured corporate bonds (106-1) of NT$7 billion.

Oct 2017

Issuance of 2,192,000 shares for Employee Restricted Stock Award and
paid-in capital increased to NT$26,145 million.

Dec 2017

The Company became a constituent of the new FTSE4Good TIP Taiwan
ESG Index.

Jan 2018

The Company issued unsecured corporate bonds (106-2) of NT$8 billion.

Jan 2018

Pegatron was named by Thomson Reuters 2018 Top 100 Global
Technology Leaders.

May 2018

Pegatron was named by Commonwealth Magazine 2018 Top 2 Taiwan
manufacturer in Top 2000 survey.

Mar 2019

Established subsidiary PT. Pegatron Technology Indonesia.

Jun 2019

The Company issued unsecured corporate bonds (108-1) of NT$8.5 billion.

Oct 2019

The Company’s subsidiary “Pegavision Corporation” listed on Taiwan
Stock Exchange.

Mar 2020

Established subsidiary Pegatron Vietnam Company Limited.

Apr 2020

Established subsidiary Pegatron Technology Hai Phong Company Limited.

Jul 2020

Established subsidiary Pegatron Technology India Private Limited.




Aug 2020

The Company’s Board of Directors approved a reverse triangular merger
between the wholly-owned subsidiary Pegasus Ace Limited and Casetek
Holdings Limited (Cayman). The consideration for the merger was paid by
the Company to Casetek’s shareholders in cash for NT$87.5 per share.

Oct 2020

The Company issued unsecured corporate bonds (109-1) of NT$5 billion.

Jan 2021

The Company issued unsecured corporate bonds (109-2) of NT$3.5 billion.

Jan 2021

The reverse triangular merger with Casetek Holdings Limited (Cayman)
was completed on Jan 15 2021.

Jan 2021

Issuance of 52,411,000 shares for Employee Restricted Stock Award and
paid-in capital increased to NT$26,629 million.

Feb 2021

The Company’s Board of Directors authorized subsidiary Rih Li
International Limited to waive its pre-emptive rights to newly-issued shares
for the capital injection of RMB 3,352,218,728 into indirect subsidiary Ri Kai
Computer Accessory Co., Ltd., in order to expand the computer component
business in China through strategic investment.

July 2021

Issuance of 7,574,000 shares for Employee Restricted Stock Award and
paid-in capital increased to NT$26,704 million.

Dec 2021

The Company issued unsecured corporate bonds (110-1) of NT$8.9 billion.

Jan 2022

The Company's self-designed dual-screen laptop MAGNETO and ultra-
lightweight wireless AR glasses AiR won the Taiwan Excellence Award.

Feb 2022

The Company has announced its participation in the Science Based
Targets initiative (SBTi).

Apr 2022

The Company’s self-designed VR headset VX6 won the German iF product
design award.

Jun 2022

The Company’s self-designed smart video conferencing device KAIGIO
CAM 360 and smart wearable device Geisha won the Golden Pin Product
Design Award.




3. Corporate Governance

3.1 Organization Structure
3.1.1 Organization Chart

As of 02/28/2023
Shareholders’ Meeting
Audit Committee
Board of Directors
Compensation
itty
Committee | Audit Office
I
Chairman
Investments and Business
Development Office
Stock Affairs Office
President & Co-CEO
CLO Co-CTO
I
BGl1 BG2
BG3 BG6
BUS | ;manieﬁ;& | | Core Technology | | | Taiwan | Man l}CZt rin
ceounting R&D Center Operation Center anutacturing
Center Center
. Global Logistics
H BU7 || HR & ADM H  MID Center Centr.al China 4 Management
Center Operation Center
Center
g BU9 H MIS Center | 4 R&DCenter | [ . EostChina
Operation Center
Legal & IPR West China
BUI0 Center Operation Center
Corporate Quality & .
M CSBU H Sustainable H O Vl?ma(r:n
Development Center peration Center
Procurement India
BUI8 Center Operation Center
Automation L PMX
Center Operation Center



3.1.2 Department Functions

Department

Main Responsibilities

Board of Directors

Establishing corporate business guiding principles and goals

Audit Office

Auditing and evaluating the compliance of internal policies,
procedures and operations based on governing regulations

President and Co-CEO

Board resolutions execution and general corporate affairs

CLO

Managing global logistics and factory planning

Co-CTO

Managing research & development resource and technology
planning & integration

Investments & Business
Development Office

Long term corporate investment planning and industry
analysis

Stock Affairs Office

Coordinating board meetings, shareholders’ meetings and
stock affairs

Central China Operation
Center

Central China operation planning and management

East China Operation Center

East China operation planning and management

West China Operation Center

West China operation planning and management

Taiwan Operation Center

Taiwan operation planning and management

PCZ Manufacturing Center

Operation planning and management in Europe

PMX Operation Center

Mexico operation planning and management

Vietnam Operation Center

Vietnam operation planning and management

India Operation Center

India operation planning and management

Procurement Center

Management of raw material and facility procurement, cost
plan, procurement system plan for resource coordination

Corporate Quality &
Sustainable Development
Center

Quality and sustainable development management in
accordance to internal policies and customer requests

Global Logistics Management
Center

Global logistics planning and management

Automation Center

Improving and implementing of automation system,
automation equipment for manufacture

Customer Service Business
Unit

Global customer service operation and providing the most
comprehensive and prompt support to local customers via
support network

Conducting simulations and developing technology shared

R&D Center ; )

among each business unit

Developing mechanical and industrial design and providing
MID Center support to each business unit for technology needed for each

project

Core Technology R&D Center

Developing technologies for Digital Electronics and providing
support to business units for relevant technology development

HR & ADM Center

Corporate human resource administration, construction and
maintenance, labor safety and health planning and execution

Finance & Accounting Center

Corporate finance, accounting and tax planning and execution

Legal & IPR Center

Corporate legal affairs, legal counseling, litigation, patents,
licensing and other intellectual property management




Department

Main Responsibilities

MIS Center

Internal & external network system planning, integration and
design

Business Group 1

Design, manufacturing and services of computing and
consumer electronics

Business Group 2

Design, manufacturing, development and services of
Automotive products

Business Group 3

Design, manufacturing and services of handheld devices and
related accessories

Business Group 6

Design, manufacturing and services of communication and
visual products

Business Unit 5

Design, manufacturing and services of main boards and
systems for large size customers

Business Unit 7

Design, manufacturing and services of game console products
and tablets PCs

Business Unit 9

Design, manufacturing and services of metal casings and
mold for products

Business Unit 10

Design, manufacturing and services of system products and
peripheral products such as industrial PCs, industrial tablets,
handheld devices

Business Unit 18

Design, manufacturing and services of server products
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3.2.5.3 Employee Profit Sharing Granted to Management Team

Unit: NT$ thousands

Slt:oc_:r Ratio of Total
Title Name I\/(Ia?I:et Cash Total Amount to Net
0
Value) Income (%)
CSO T.H. Tung
Deputy CSO Jason Cheng
Deputy Group CEO S.J. Liao
President and Co-CEO | Kuang-Chih Cheng
President and Co-CEO | Kuo-Yen Teng
Senior Vice President Te-Tzu Yao
Senior Vice President H.T. Tung
Senior Vice President Chung Yu Huang
Senior Vice President
and Co-Chief Pei-Chin Wang
Technology Officer
Senior Vice President
and Co-Chief Yean-Jen Shue
Technology Officer
Vice President and . .
Chief Logistic Officer Chiu-Tan Lin
Vice President Tsung-Jen Ku Lai
0 90,200 90,200 0.60%

Vice President

En-Bair Chang

Vice President

Shih-Chi Hsu

Vice President

Tian-Bao Chang

Vice President

Ming-Tung Hsu

Vice President

Chih-Hsiung Chen

Vice President

Hsi-Wen Lee

Vice President and
Chief Financial Officer

Shaing-Shaing Wu

Vice President

Chen-Yu Feng

Vice President

Ting-Pang Huang

Vice President

Shyh-Heh Hwang

Vice President

Yi-Yung Wu

Corporate Governance
Officer

Chieh-Tsung Chen

Accounting Officer

Ju-Hui Hsieh
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3.2.5.4 Compare and state the ratio of total remuneration paid to the Company’s
Directors, President and Vice Presidents by the company and the companies
in the consolidated financial statements to net income in the past two years.
Please also describe the policy, criteria, packages and rules relating to the
remuneration, as well as its relation to business performance and future

risks.

Total remuneration paid by the Company and by all companies included in the
consolidated financial statements for the most recent two fiscal years to directors,
presidents and vice presidents of the Company are as follows:
Net Income of year 2021: NT$20,545,643 thousand dollars
Net Income of year 2022: NT$15,096,180 thousand dollars

NT$ thousands; %

Total remuneration paid to Ratio of total remuneration paid
directors, presidents to directors, presidents and vice
and vice presidents presidents to net income (%)

Year Companies in Companies in
Th the consolidated the consolidated
€ company financial The company financial
statements statements
2021 555,698 623,846 2.70% 3.04%
2022 488,764 616,325 3.24% 4.08%

The ratio of remuneration paid to directors, presidents and vice presidents of the
Company and the companies in the consolidated financial statements in the last two
years to the net income was 2.70% and 3.04% in 2021 and 3.24% and 4.08% in
2022, respectively.

Pursuant to Article 14-6 of Securities and Exchange Act, our Board of Directors

approved the establishment of Compensation Committee, appointment of committee

members and related internal regulations on August 25, 2011. Since the
establishment of Compensation Committee, members of the commitiee shall
exercise the utmost good faith and perform the following duties:

a. Prescribe and periodically conduct performance review and remuneration policy,
system, standards, and structure for directors, supervisors and managerial
officers.

b. Periodically evaluate and prescribe the remuneration of directors, supervisors,
and managerial officers.

In accordance with Article 26-1 of the Company’s Articles of Incorporation, the

remuneration to directors should not exceed 0.7% of the company’s annual profit.

Reasonable remuneration should be given while taking into consideration the overall

operation and performance of the Company, each director’s degree of participation

and responsibilities in the operation of the company, and the performance evaluation
results from the Board and functional committee. The Compensation Committee will
hold regular evaluations concerning the reasonability of the compensation policies.

Furthermore, remunerations to the management team are determined based on

their responsibilities, performance, and the industry compensation level. Whereas

the operating

variable bonuses comprehensively take into consideration

47



performance of the Company and an individual’s performance. The performance of

an individual is evaluated based on their profitability, growth and operational

efficiency.

Remuneration and dividend distribution of directors, supervisors, and managerial

officers shall be proposed by the Compensation committee to Board of Directors for

resolution.

3.3 Implementation of Corporate Governance
3.3.1 Board of Directors

A total of 8 (A) meetings of the Board of Directors were held in 2022. The directors’

attendance status is as follows:

Attendance in Attendance rate
Title Name By Proxy Remarks
person (B) (%) [BIA]
Chairman  [T-H. Tung 8 100.0% Renewal of office
Director Jason Cheng 8 100.0% Renewal of office
Director C.l. Chia 4 100.0% Term expired
Director C.V. Chen 4 100.0% Term expired
Director T.K. Yang 8 100.0% Renewal of office
Term expired (In
new session, Mr.
Liao is elected as|
representative of ,
Hong-YE Pegatron’s 6t
Investment Co.. s€ssion of Board
Director S.J. Liao 4 100.0% Ltd, and the [of Directors was
attendance in [€lected at 2022
person is Annual General
calculated when [Shareholders
Mr. Liao was [Meeting.
natural person |lenure of the
director) session is from
DAI-HE 15% June, 2022
Investment to 14t June,
Director Co., Ltd. 8 100.0% Renewal of office[2029-
Rep. :
S. Chi
HONG-YE
Renewal of
Investment .
_ Co.. Ltd . office(The new
Director Rep. « 4/4 100.0% representative /
p-- The former
S.J. Liao/ X
E.L. Tung representative)
Director Ted Hsu 4 100.0% New office
assumed
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Director M.D. Kuo 4 0 100.0% New office
assumed
Director H.T. Tung 4 0 100.0% New office
assumed
New office
assumed (The
Attendance in
person has been
Director E.L. Tung 4 0 100.0% calculated since
Ms. Tung was
elected as
natural person
director)
g]i(::&i?dent C.S. Yen 4 0 100.0% Term expired
gi(::gir:dent C.B. Chang 4 0 100.0% Term expired
E‘ifsgi?dent C.P. Hwang 8 0 100.0% Renewal of office
Independent C. Lin 4 0 100.0% New office
Director ) assumed
Independent C.W. Wan 4 0 100.0% New office
Director o 9 ' assumed
Remarks:

1. For resolution of agendas referring to Article 14-3 of Securities and Exchange Act, please refer to the Major
resolutions of Board of Directors. There were no resolutions objected by independent directors in writing, on record
or subject to qualified opinion in 2022.

2. There were no recusals of directors due to conflict of interest in 2022.

3. Measures taken to strengthen the functionality of the Board:

'The Board complies with the “Rules Governing the Conduct of Board Meetings” which has been established according

to statutory regulations. Chief Internal Audit and Chief Financial Officer also report to the Board regarding the status of

internal audit and finance and relevant reports are provided to the directors for their reference.

Execution Status of Self Evaluation of Board

Pegatron has executed the 2022Y Board Evaluation in 1st quarter 2023, and reported the

result of self evaluation to Board of Directors on March 14th, 2023.

Evaluation | Evaluation Evaluation Evaluation Evaluation
Evaluation Content
Cycle Period Scale Approach Result

Once a 2022.1.1 — | Board of Self Self evaluation of Self evaluation
Directors (as | evaluation of | Board members : of Board

year 2022.12.31 | a whole), Board 1. Familiarity with the members :
Board members -~ goals and missions of | All Board
members, Board of the Company members are
Audit Directors, 2. Awareness of the actively engaged
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committee
and
Compensatio
n committee

Audit

committee

and

Compensatio
n Committee

duties of the director
3. Participation in the
operation of the
Company

4. Management and
communication of
internal relationship
5. The director’s
profession and
continuing educations
6. Internal control

Self evaluation of

Board of Directors :

1. Participation in the
operation of the
Company

2. Improvement of the
quality of the board
of directors’
decision making

3. Composition and
structure of the
board of directors

4.Election and
continuing
education of the
directors

5. Internal control

Self evaluation of
Audit and
Compensation
committee :
1.Participation in the
operation of the
company
2.Awareness of the
duties of the
committee
3.Improvement of
quality of decisions
made by committee
4.Composition of the
committee and
election of its
members
5.Internal control

and have good
interaction with
management
team.

Self evaluation
of Board of
Directors :
The Board of
Directors has
complied with
corporate
governance.

Self evaluation
of Audit and
Compensation
committee :

All members
approve of the
implementation
and efficiency.

Note :

(1) In accordance with Pegatron’s latest “Rules for Board of Directors and Functional

(2)

Committee Performance Assessments”, the Company's board performance

evaluation shall be conducted by an external independent professional institution

or a panel of external experts and scholars at least once every three years.

In 2023, Pegatron appoints Diwan & Company as external independent professional

institution to execute performance evaluation of Board of Directors in 2022Y.

According to their report submitted on March 31st, 2023, the result of assessment is

excellent.
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3.3.2 Audit Committee
A total of 7 (A) meetings of the audit committee were held in 2022. The independent directors’

attendance status is as follows:

Attendance in Attendance rate
Title Name By Proxy Remarks
person (B) (%) [B/A]
Independent
. P C.B. Chang 4 0 100% Term expired

Director

Independent _ Pegatron’s 6t

Director C.S. Yen 4 0 100% Term expired session of Board

of Directors was

Independent 0 Renewal of elected in 2022

Director C.P. Hwang ’ 0 100% office Annual General
) Shareholders’

In_dependent C. Lin 3 0 100% New office  |Meeting.

Director assumed

In_dependent C.W. Wang 3 0 100% New office

Director assumed

Remarks:

1. For resolution of agendas referring to Article 14-5 of Securities and Exchange Act, please refer to the note below.
There are no agendas which were not approved by the Audit Committee but otherwise resolved by two thirds or
more of all directors in 2022.

2. There were no recusals of independent directors due to conflicts of interests in 2022.

Descriptions of the communications between the independent directors, the internal auditors, and the independent

auditors, and Audit Committee’s key tasks in 2022:

e The Audit Committee convenes meetings with the Company's independent auditors and the head of internal
audit to review major items such as operating results, financial statements, internal control, internal audit plan
and its findings. In addition to the findings of internal audit presented by the internal audit department quarterly,
the independent auditors will also present the external audit findings and review of the Company's second
quarter and fourth quarter financial results. Discussion and conclusion of above mentioned items are recorded in
the Audit Committee meeting minutes and resolutions will be reported to the directors in Board meetings
periodically. The Company's head of internal audit and the independent auditors report to the independent
directors solely at least once a year about the internal audit and financial statement audit matters. The auditors
and the independent directors have an effective communication in the meeting.

e Meeting agenda among independent directors, independent auditors, and the head of internal audit.

Types of - . .
Date Meeting Participant Meeting Agenda Resolution
2022/3/10 | Closed Door | Head of internal | 1. Review internal audit [1. Independent directors have no
Session audit report other opinions.

2. Review Statement of P. Independent directors have no
Internal Control of 2021 [objection and submit the
Statement to the board of directors
for approval.

Independent Review annual Independent directors have no

auditors consolidated and non-  Jobjection and submit the financial
consolidated financial  [statements to the board of
statements, and directors for approval.

auditors’ audit findings
for the full year of 2021
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2022/5/12 | Audit Head of internal | Review internal audit Independent directors have other
Committee audit report opinions.
2022/8/11 Closed Door | Head of internal | 1. Review internal audit [Independent directors have no
Session audit report other opinions.
2. Adjust closed door
session schedule of
2022
Independent Review consolidated Independent directors have no
auditors financial statements, objection and submit the financial
and auditors’ review statements to the board of
findings for the second [directors for approval.
quarter of 2022
2022/11/10 | Audit Head of internal | 1. Review internal audit [1. Independent directors have no
Committee audit report other opinions.
2. Review internal audit 2. Independent directors have no
plan of 2023 objection and submit the internal
3. Internal control and  faudit plan and the amendment to
internal audit system the board of directors for approval.
amendment
e Moreover, in complying with the duties of Audit committee, it has supervised the fair expression of financial
reports, the effective implementation of the internal control system, major investments, independence and
compensation of external auditors in this year.

Note: Resolution for agendas referring to in Article 14-5 of Securities and Exchange Act

Date

Agenda
(Referring to Article 14-5 of Securities and
Exchange Act

Disagreements
from
Independent
Directors

Responses to
disagreements

Resolution
Circumstance

2022.03.10

. Business report and financial statements of year

2021

Earnings distribution of year 2021

The evaluation report for the independence of
external Auditor

Pegatron's Internal Control System Statement of
2021Y

None

None

Approved

2022.04.26

. Amend Pegatron's "Regulations Governing the

Acquisition and Disposal of Assets"

None

None

Approved

2022.05.12

. The 1st quarter 2022 consolidated financial report

To increase the estimated expense for expanding
manufacturing sites in north America

To invest subsidiary Pegatron Electronics Inc
US$40M

None

None

Approved

2022.08.11

. The 2nd quarter 2022 consolidated financial report

None

None

Approved

2022.09.22

. The total compensation for external auditor in year

2022
To invest subsidiary Pegatron Vietnam Company
Limited US$100M

None

None

Approved

2022.11.10

pob

. To establish " Pre-approval for Non-assurance

services policy "

The 3rd quarter 2022 consolidated financial report
The plan of internal auditing in year 2023

To amend Pegatron's Internal control system and
internal audit implementation rules

None

None

Approved
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Pegatron Corporation
Statement of Internal Control System

Date: March 14, 2023

Based on the findings of self-assessment, Pegatron Corporation states the following with regard
to its internal control system in 2022:

1.

Pegatron is fully aware that establishing, operating and maintaining an internal control
system are the responsibilities of its Board of Directors and management. The aim of the
internal control system is to provide reasonable assurance to effectiveness and efficiency
of operations (including profitability, performance and safeguarding of assets), reliability,
timeliness, transparency and regulatory compliance of financial reporting and compliance
with of applicable laws, regulations and bylaws.

An internal control system has inherent limitations. No matter how perfectly designed, an
effective internal control system can only provide reasonable assurance of accomplishing
the aforementioned three objectives. Moreover, the effectiveness of an internal control
system may be subject to changes of environmental or circumstances. Nevertheless, the
internal control system of Pegatron contains self-monitoring mechanism and Pegatron
takes corrective actions whenever a deficiency is identified.

Pegatron evaluates the design and operating effectiveness of its internal control system
based on the criteria provided in the Regulations Governing the Establishment of Internal
Control System by Public Companies (herein below, the “Regulations”). The criteria
adopted by the Regulations identify five constituent elements of internal control based on
the process of management control: (1) control environment, (2) risk assessment, (3)
control activities, (4) information and communications, and (5) monitoring activities. Each
component further contains several items. Please refer to the Regulations for details.

Pegatron has evaluated the design and operating effectiveness of its internal control
system according to the aforesaid criteria.

Based on the findings of the self-assessment mentioned in the preceding paragraph,
Pegatron believes that, as of December 31, 2022, its internal control system (including its
supervision and management of subsidiaries), as well as understanding the degree of
achievement of its objectives concerning operational effectiveness and efficiency, reliability,
timeliness, transparency and regulatory compliance of financial reporting, and compliance
with the applicable laws, regulations and bylaws, were effective in design and operation,
and reasonably assured the achievement of the above-stated objectives.

This Statement will be integral part of Pegatron’s Annual Report for the year 2022 and
Prospectus, and will be made public. Any falsehood, concealment, or other illegality in the
content made public will entail legal liability under Articles 20, 32, 171 and 174 of the
Securities and Exchange Law.

This Statement has been passed by the Board of Directors in their meeting held on March
14, 2023 with zero of twelve attending directors expressing dissenting opinions, and all
affirming the content of this Statement.

Pegatron Corporation

T.H. Tung
Chairman

Kuang-Chih Cheng  Kuo-Yen Teng
President and Co-CEO
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3.3.10

3.3.11
3.3.11.1

The penalties delivered to the Company and the staffs of the Company, or the
penalties delivered by the Company to the staffs for violations of internal control
system in the most recent years and up to the date of the annual report which
caused material impact to shareholder equity or share price and content of penalty
shall be disclosed accordingly: None.
Major Resolutions of Shareholders’ Meeting and Board Meetings
Major Resolutions of Shareholders’ Meeting and its Implementation Status:
Pegatron’s 2022 Annual General Shareholder Meeting was held in Taipei on June 15, 2022.
At the meeting, shareholders presented in person or by proxy approved the following
agendas:
(1) The 2021 Business Report and Financial Statements
(2) The proposal of 2021 Earning Distribution
Implementation status : Ex-dividend record date was on July 6, 2022. Cash dividend
date was distributed on July 28, 2022 and cash dividends per share was
NT$5.00137591.
(3) Amendment to the Procedures for Acquisition or Disposal of Assets
Implementation status : Announced on MOPS on the day of shareholders’ meeting and
executed revised procedures accordingly.
(4) Election of Directors
The list of elected directors is as follows :
Director : T.H. Tung, Jason Cheng, Ted Hsu, H.T. Tung, Peter Kuo, T.K. Yang, DAI-HE
Investment Co., Ltd. Rep.: S. Chi, HONG-YE Investment Co., Ltd. Rep.: S.J. Liao, E.L.
Tung
Independent Director : C. Lin, C.P. Hwang, C.W. Wang
Implementation status : Announced on MOPS on the day of shareholder’s meeting and
completed amendment registration on August 1, 2022.
(5) Proposal of Release the Prohibition on Directors

Implementation status : Announced on MOPS on the day of shareholder’s meeting.
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3.3.11.2 Major Resolutions of Board Meetings

Disagreements
from

Responses to

Date Major resolutions Independent disagreements
Director
01.20.2022 | ®  Approved the year-end bonus for managerial N
. . one None
officers in year 2021.
03.10.2022 | ®  Approved the appropriated remuneration of
2021Y for employees and directors.
®  Approved 2021Y business report and financial
statements.
®  Approved earnings distribution of year 2021.
® Approved to hold the election for the sixth
session of Board of Directors (including
Independent Directors) of the Company.
®  Approved the list of nominated candidates of
sixth session of Directors (including N
. one None
Independent Directors)
®  Approved the proposal for releasing the
prohibition on new session of directors from
participation in competitive business
®  Approved the evaluation report for the
independence of external Auditor
®  Approved the scheduling of 2022 Annual
Shareholders' Meeting.
®  Approved Pegatron's Internal Control System
Statement of 2021Y
04.26.2022 | ®  Approved the amendment to the "Regulations
Governing the Acquisition and Disposal of
Assets". None None
®  Approved to revise the scheduling of 2022
Annual Shareholders' Meeting.
05.12.2022 | ®  Approved the amendment to the "Sustainable
Development Practice Principles”
®  Approved the schedule of Pegatron's
Greenhouse Gas Inventory and Verification
program
o Approyed the 1st quarter 2022 consolidated None None
financial report
®  Approved to increase the estimated expense
for expanding the manufacturing site in north
America.
®  Approved to invest subsidiary " Pegatron
Electronics Inc" US$40M.
06.15.2022 | ®  The board of directors elected Mr. TH Tung as
Chairman
® The board of directors elected Mr. Jason
Cheng as Vice Chairman
® Approved the appointment of members of 5th
session compensation committee None None
®  Approved the appointment of members of 4th
session audit committee
® Approved to release the prohibition on
managerial officer Mr. TH Tung and Mr. SJ
Liao from participation in competitive business
08.11.2022 | ®  Approved the 2nd quarter 2022 consolidated
financial report None None
®  Approved the adjustment of managerial

officers' salary in year 2022
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®  Approved the distribution of Directors'
remuneration in 2021
®  Approved the position adjustment of CEO

09.22.2022 | ®  Approved the total compensation for external
auditor in year 2022

®  Approved to indirectly invest subsidiary
Pegatron Vietham Company Limited
US$100M

® Approved to release the prohibition on None None
managerial officer Mr. Gary Cheng from
participation in competitive business
®  Approved the performance bonus for
managerial officers in year 2022.
11.10.2022 | ®  Approved to establish Pegatron's “Non-
Assurance Services Pre-approval Policy”
®  Approved the 3rd quarter 2022 consolidated
financial report
®  Approved to establish "Procedures For
Handling Material Inside Information N
one None

of Pegatron Corporation"

®  Approved the plan of internal auditing in year
2023

®  Approved the amendment to the Company's
Internal control system and internal audit
implementation rules .

3.3.12 Major Issues of Record or Written Statement Made by Any Director Dissenting to
Important Resolutions Passed by the Board of Directors in 2022 and to the date of
the annual report: None.

3.3.13 Resignation or Dismissal of Key Personnel Involved in the Company : None.

3.4 Information Regarding CPA Fees

Unit: NT$ thousands

. Non-
CPA CPA  |Auditing Period| AYdtiNg | A diting |  Total Remark
Firm Fees Fees
KPMG |Kuo-Yang [Jan 1, 2022 ~|10,640 4,921 15,561 Non-auditing
Tseng Dec 31, 2022 services include
R&D investment tax
Chi-Lung Yu [Jan 1, 2022 ~ credit, master file,
Dec 31, 2022 CBC report and tax
consultant.

Information on audit fees in terms of amount, proportion and reasons if the amount of
audit fees decreased by 10% from the previous year: None

3.5 Information on Change of CPA: None

3.6 If the chairman, president, and financial or accounting manager of the Company who had
worked for the independent auditor or the related party in the most recent year, the name,
title, and the term with the independent auditor or the related party must be disclosed:
None.

3.7 Information on Net Change in Shareholding and Net Change in Shares Pledged by

Directors, Department Heads and Shareholders of 10% Shareholding or More:
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3.7.1 Information on Net Change in Shareholding

Unit: Share
2022(Note 1) 01/01/2023-02/28/2023(Note 1)
. Pledged . Pledged
Title Holding | ;1 4ing | Holding Holding
Increase Increase
(Decrease) Increase (Decrease) Increase
(Decrease) (Decrease)

Chairman and CSO
T.H. Tung

Vice Chairman and Deputy CSO
Jason Cheng

Director
Ted Hsu (Note 2)

Director and Senior Vice President
H.T. Tung

Director
Peter Kuo (Note 2)

Director
T.K. Yang

Director
HAI-HE Investment Co., Ltd - - - -
Rep: S. Chi

Director
S. Chi

Director
HONG-YE Investment Co., Ltd. Rep: - - - -
S.J. Liao

Director and Deputy Group CEO
S.J. Liao

Director
E.L. Tung

Independent Director
C. Lin (Note 2)

Independent Director
C.P. Hwang

Independent Director
C.W. Wang (Note 2)

Director
C.l. Chia (Note 3)

Director
C.V. Chen (Note 3)

Independent Director
C.B. Chang (Note 3)

Independent Director
C.S. Yen (Note 3)

Shareholder of 10% shareholding or
more - - - -
Asustek Computer Inc.

President and Co-CEO
Kuang-Chih Cheng (Note 2)

President and Co-CEO

Kuo-Yen Teng (20,000) ) ) i
Senior Vice President

Te-Tzu Yao (15,000 i i i
Senior Vice President (45,000) ) ) i

Chung Yu Huang
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2022(Note 1) 01/01/2023-02/28/2023(Note 1)
Title Holding | |1 o%8°C | Holding Holtong
Increase Increase
(Decrease) Increase (Decrease) Increase
(Decrease) (Decrease)
Senior Vice President and Co-Chief
Technology Officer - - - -
Pei-Chin Wang
Senior Vice President and Co-Chief
Technology Officer - - - -
Yean-Jen Shue (Note 2)
Vice President and Chief Logistic
Officer (35,000) - - -
Chiu-Tan Lin
Vice President
Tsung-Jen Ku Lai (9,000) ) ) )
Vice President ) ) ) )
En-Bair Chang
Vice President ) ) ) )
Shih-Chi Hsu (Note 2)
Vice President
Tian-Bao Chang (70,000) ) ) )
Vice President
Ming-Tung Hsu (19,000) - (8,000) -
Vice President
Chih-Hsiung Chen (233,000) - - -
Vice President
Hsi-Wen Lee (28,000) - (13,000) -
Vice President and Chief Financial
Officer - - - -
Shaing-Shaing Wu
Vice President ) ) ) )
Chen-Yu Feng
Vice President
Ting-Pang Huang (60,000) ) ) )
Vice President ) ) ) )
Shyh-Heh Hwang (Note 3)
Vice President
Yi-Yung Wu (40,000) - - -
Corporate Governance Officer ) ) ) )
Chieh-Tsung Chen
Accounting Officer
Ju-Hui Hsieh (28,000) . ) .
Note 1: Holding Increase (Decrease) included employee restricted stocks are under the custody of the Trust.
Note 2: Holding Increase (Decrease) of 2022 is from the on-board date to December 31, 2022.
Note 3: Holding Increase (Decrease) of 2022 is from January 1st, 2022 to his resignation Date.
3.7.2 Information of Shares Transferred:
Relation
Name Reason of Transfer Transferee with the Shares Trar]sfer
the Transfer Date price
Transferee
Chih-Hsiung e Wei-Chieh
Chen Gifting 2022/03/11 Chen Daughter 33,000 -
ChihHSING | Gifting | 2022/03/11 | RONIMel | gpoiuse | 200,000 .
Chen Liao

3.7.3 Information of Equity Pledged: None.

95




3.8 The Relations of the Top Ten Shareholders as Defined in the Finance Standard Article 6:

Record Date : 07/06/2022

Shareholding The relationship between
Name Shareholding Spouse & Minor by Nominee any of the Company’s Remarks
Arrangement Top Ten Share holders %
Shares % Shares % Shares % Name Relation
Chairman of
Asustek Computer Inc. 448,506,484 | 16.81 - - - - Jonney Shih Asustek -
Computer Inc.
T.H.Tung 94,542,309 | 3.54 | 6,074,490 | 0.23 - - - - -
Yuanta/P-shares Taiwan
Dividend Plus ETF 73,150,925 | 2.74 - - - - - - -
Asustek
Jonney Shih 67,032,290 | 2.51 - - - - Computer Chairman -
Inc.

Ted Hsu 56,353,713 | 2.11 - - - - - - -
Silchester International Investors
International Value Equity Trust 53,357,000 | 2.00 ) ) ) ) ) ) )
Government of Singapore 49,625,296 | 1.86 - - - - - - -
CTBC Bank in Cus_tody for 42.949288 | 1.61 ) _ _ ) ) ) )
Pegatron Corporation
Morgan.StanIey & Co. 42348323 | 1.59 ) _ _ ) ) ) )
International Plc
Cathay United Bank in Custody
for Expert Union Limited 38,505,000 | 1.44 - - - - - - -
Investment account

3.9 Long-Term Investment Ownership

Unit: thousand shares; %; As of 12/31/2022

Ownership by Dirept/lndirgct Total Ownership
Long-Term Investment Pegg?;ron Oﬁzeﬁzégbgn?g:tc(tg)rs (1)+(2)
Shares % Shares % Shares %

Asustek Investment Co., Ltd. 951,278 100.00 - 0 951,278 100.00
Asuspower Investment Co., Ltd. 932,845 100.00 - 0 932,845 100.00
Asus Investment Co., Ltd. 979,255 100.00 - 0 979,255 100.00
AMA Precision Inc. 33,500 100.00 - 0 33,500 100.00
Pegatron USA, Inc. 50 100.00 - 0 50 100.00
Pegatron Holland Holding B.V. - 100.00 - 0 - 100.00
Pegatron Holding Ltd. 991,906 100.00 - 0 991,906 100.00
Unihan Holding Ltd. 170,110 100.00 - 0 170,110 100.00
AzureWave Technologies, Inc. 35,750 23.41 13,697 8.96 49,447 32.37
Casetek Holdings Limited (Cayman) - 100.00 - 0 - 100.00
Pegatron Service Australia Pty, Ltd. 6,000 100.00 - 0 6,000 100.00
PT. Pegaunihan Technology Indonesia 40 99.9975 - 0.0025 40 100.00
Pegatron Vietham Company Limited - 100.00 - 0 - 100.00
Pegatron Technology Hai Phong Company

- 100.00 - 0 - 100.00
Limited
Pegatron Technology India Private Limited 1,099,890 99.99 110 0.01 | 1,100,000 100.00
Pegatron Technology Texas Inc. 1 100.00 - 0 1 100.00
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Pegatron Electronics Inc. 5 100.00 5 100.00
Pegapower Investment Co., Ltd. 100,000 100.00 100,000 100.00
Pegatron Investment Co., Ltd. 100,000 100.00 100,000 100.00
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4. Capital and Shares
4.1 Capital and Shares
411 Type of Stock
As of 03/10/2023
Authorized Capital
Share Type - Remarks
yp Issued Shares Un-issued Shares Total Shares
Common Share 2,666,923,391 333,076,609 3,000,000,000 Listed
4.1.2 Share Capital As of 03/10/2023
Authorized Capital Paid-in Capital Remark
Par . Date of
M\;Jnth/ Value Capital Approval
ear (NTD) Shares Amount Shares Amount Sources of Canital Increased by and
(1,000) | (NT$1,000) (1,000) (NT$1,000) P Assets Other D
ocument
than Cash
No.
Cancelling employee restricted
03/2022| 10 (3,000,000 [30,000,000 2,668,876 [26,688,758 stocks of NT$2,558 thousand - Note 1
Cancelling employee restricted
05/2022| 10 (3,000,000 [30,000,000 2,668,453 26,684,533 stocks of NT$4,225 thousand - Note 2
Cancelling employee restricted
09/2022| 10 (3,000,000 [30,000,000 [2,667,926 26,679,264 stocks of NT$5,269 thousand - Note 3
Cancelling employee restricted
12/2022| 10 (3,000,000 (30,000,000 2,667,634 [26,676,336 stocks of NT$2,928 thousand - Note 4
Cancelling employee restricted )
02/2023| 10 (3,000,000 [30,000,000 2,666,923 26,669,234 stocks of NT$7.102 thousand Note 5

Note 1: 03/01/2022 Jin So Son Tzi No
Note 2: 05/27/2022 Jin So Son Tzi No
Note 3: 09/05/2022 Jin So Son Tzi No
Note 4: 12/05/2022 Jin So Son Tzi No
Note 5: 02/21/2023 Jin So Son Tzi No

. 11101030990
. 11101088130
. 11101167900
. 11101228850
. 11230028590
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41.3 Information for Shelf Registration: None
41.4 Composition of Shareholders
Record Date : 07/06/2022; Units: share
. Foreign
Government Financial O’Fh_(ar Domestic Institutions &
ltem . o Juridical Natural Total
Agencies Institutions Natural
Person Persons
Persons
Number of 4 22 495 183,451 1,101 185,073
Shareholders
212222‘;""”9 9 105,578,438 | 720,150,966 | 1,018,665,124 |824,058,769| 2,668,453,306
Percentage 0 3.96 26.99 38.17 30.88 100.00

4.1.5 Shareholding Distribution Status

Common Share (The par value for each share is NT$10)

Record Date : 07/06/2022

Class of Shsgz?g)lding (Unit: S,::rr;]r?c?lrdzfrs Shareholding (Shares) Percentage
1~999 51,285 13,471,676 0.50
1,000 ~ 5,000 107,926 223,697,388 8.38
5,001 ~ 10,000 14,406 112,473,415 4.21
10,001 ~ 15,000 4,042 51,618,491 1.93
15,001 ~ 20,000 2,323 43,010,691 1.61
20,001 ~ 30,000 1,886 48,046,288 1.80
30,001 ~ 40,000 851 30,440,748 1.14
40,001 ~ 50,000 542 25,237,554 0.95
50,001 ~ 100,000 884 63,705,242 2.39
100,001 ~ 200,000 372 51,872,995 1.94
200,001 ~ 400,000 201 56,203,454 2.11
400,001 ~ 600,000 88 43,976,949 1.65
600,001 ~ 800,000 47 32,798,854 1.23
800,001 ~ 1,000,000 28 24,863,891 0.93
over 1,000,001 192 1,847,035,670 69.23
Total 185,073 2,668,453,306 100.00

Preferred Share: The Company did not issue any preferred share.
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41.6

41.7

List of Major Shareholder

Record Date : 07/06/2022

Shareholding
Shareholder's Name
Shares Percentage

Asustek Computer Inc. 448,506,484 16.81
T.H. Tung 94,542,309 3.54
Yuanta/P-shares Taiwan Dividend Plus ETF 73,150,925 2.74
Jonney Shih 67,032,290 2.51
Ted Hsu 56,353,713 2.11
Sllchester International Investors International Value 53,357,000 200
Equity Trust

Government of Singapore 49,625,296 1.86
CTBC Bank in Custody for Pegatron Corporation 42,949,288 1.61
Morgan Stanley & Co. International Plc 42,348,323 1.59
Cathay United Bank in Custody for Expert Union Limited 38,505,000 144
Investment account

Market Price, Net Worth, Earnings and Dividends Per Common Share

Unit: NT$, except for weighted average shares and return on investment ratios

Item 2021 2022 %13//21()//22%22%'

Market Price per Share

Highest Market Price 84.50 73.70 69.90

Lowest Market Price 63.50 54.70 63.50

Average Market Price 70.19 64.96 66.48
Net Worth per Share

Before Distribution 62.42 68.41 -

After Distribution 57.42 Undistributed -
Earnings per Share

mﬂgggﬁ]‘;’l‘gﬁ%‘i Shares 2,666,276 | 2,667,906 :

Diluted Earnings Per Share 7.71 5.66 -
Dividends per Share

Cash Dividends | 5.0 | Undistributed | -

Stock Dividend

¢ Dividends from Retained Earnings - - -
¢ Dividends from Capital Surplus - - -

Accumulated Undistributed Dividends - - -
Return on Investment

Price / Earnings Ratio 9.10 11.48 -

Price / Dividend Ratio 14.04 Undistributed -

Cash Dividend Yield Rate 7.12% Undistributed -
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4.1.8
41.81

Dividend Policy and Execution Status

Dividend Policy Stipulated in the Company’s Articles of Incorporation

The dividend policy in the Company’s Articles of Incorporation is stated as below:

Article 28: When it is determined that the Company has earnings for a fiscal year, the earnings
shall firstly be appropriated to profit-seeking enterprise tax payable, and make up the losses of
previous years. Then, the Company shall provide 10% of the remaining earnings as the legal
reserve if there is any remaining amount, unless such legal reserve has amounted to the paid-in
capital, and then set aside the special reserve in accordance with the requirements under the laws
and regulations or of the competent authorities.

The remaining and the accumulated undistributed earnings of previous years may then be
distributed or kept after the board of directors has made proposal of earnings distribution, and the
distributable dividend and bonus may be paid in issuing new shares after a resolution has been
adopted by special resolution of shareholders’ meeting.

According to Article 240, paragraphs 5 of Company Act, the distributable dividends and bonus in
whole or in part or the legal reserve and capital reserved in whole or in part which are brought in
Article 241, paragraphs 1 of Company Act may be paid in cash after a resolution has been adopted
by a majority vote at a meeting of the board of directors attended by two-thirds of the total number
of directors, and in addition thereto a report of such distribution shall be submitted to the
shareholders’ meeting.

Article 28-1: The distribution of the dividends of the Company will be coordinated with the surplus
of that year based on the principle of stabilization. Considering rapid changes occurring in the
industry where the Company operates and potential funding needs to support long term business
strategy, the Company established a balanced dividend policy. If the Company would set aside
dividend under Article 28, the amount shall not be lower than 10% of distributable surplus of the
fiscal year, and the cash dividend would be at least ten percent (10%) of the total dividend in the

shareholders bonus to be distributed.
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4.1.8.2 Proposed Dividend Distribution

The Board approved the proposal for 2022 dividend distribution at its meeting on March 14, 2023.
The proposal will become effective according to the relevant regulations, upon the approval of

shareholders at the Annual General Shareholders’ Meeting on June 15, 2023.

Unit: NT$
Amount
Items
Subtotal Total

Beginning Retained Earnings 26,241,978,292
Add: Net Profit After Tax 15,096,179,729
Add: Gain on Re-measurement of Defined Benefits 24,951 434
Plans
Add: Expiration of Restricted Stock to Employees 56,007,284
Add: Reversal of special reserve 13,395,189,508
Distributable Net Profit 54,814,306,247
Minus: 10% Legal Reserve (1,517,713,845)
Minus: Cash Dividend (10,667,425,564)
Unappropriated Retained Earnings 42,629,166,838

4.1.8.3. Explanation of Expected Significant Changes in Company’s Dividend Policy: None

41.9

Impact to 2022 Business Performance and EPS resulting from Stock Dividend

Distribution: Not Applicable.

4.1.10 Compensation to Employees and Remuneration to Directors:

4.1.10.1Compensation to employees and remuneration to directors stipulated in the Company’s

Articles of Incorporation

In Company’ Articles of Incorporation provides that:

Article 26-1: When it is determined that the Company has profit for a fiscal year, the Company shall
appropriate the employees' and directors’ remuneration according to the following sequence. But,
in the case that the Company still has retained losses, the Company should appropriate sufficient
amount for making up the losses of previous year and then appropriate according to the following
sequence:

1. At least 7% of the profit shall be allocated as the remuneration of employees, which may be paid
in cash or in the form of shares, and qualified employees of the parent and subordinate companies,
who meet qualification requirements, may be included. The qualification requirements shall be
determined by the board of directors.

2. At most 7%o of the profit shall be allocated as directors' remuneration.

In this article, the "profit" means the net profit before tax, employees' remuneration and directors'

remuneration.

4.1.10.2 Accounting treatment applied to the difference between actual and estimated
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compensation to employees and remuneration to directors.
Shall there be any difference between the actual amount of compensation and remuneration
approved by Annual Shareholders’ Meeting and that of the estimation, it will be deemed as the
changes in accounting estimates and will be recognized in the profit and loss account of the
distributing year.
4.1.10.3 Remuneration distribution to employees in 2022 resolved by the Board of Directors

a. Proposed remuneration to employees and remuneration to directors.

Amount (NT$)

Remuneration to Employees 1,365,000,000

Remuneration to Directors 135,000,000

b. Proposed stock based remuneration to employees as a percentage of total employee
remuneration and of net income from standalone financial report:
No stock based remuneration was distributed in 2022.
41.10.4 Distribution of remuneration to employees and remuneration to directors in 2021

resolved by the Annual Shareholders Meeting on June 15, 2022

Amount (NT$)

Remuneration to Employees 1,605,000,000

Remuneration to Directors 159,000,000

Above cash bonus and compensation, being approved by the Board, has been expensed under
the Company’s 2021 income statements. There is no difference between the amounts approved

in the shareholders’ meeting and those of the estimation recognized in the financial statements.

4.1.11 Buyback of Common Stock: None.
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4.2 Issuance of Corporate Bond:

As of 03/10/2023 ; Unit: NT$

Tvpe of Corporate Domestic Unsecured | Domestic Unsecured Domestic Unsecured

B)(;F:lds P Bond Bond Bond
(106-1) (106-2) (108-1)

Issuance Date 2017/07/13 2018/01/10 2019/06/13

Denomination NT$1,000,000

Offering Price At Par

Total Amount

NT$7,000,000,000

NT$8,000,000,000

NT$8,500,000,000

Coupon

Tranche A: 0.91% p.a.
Tranche B: 1.06% p.a.
Tranche C: 1.20% p.a.

Tranche A: 0.78% p.a.
Tranche B: 0.92% p.a.
Tranche C: 1.08% p.a.

Tranche A: 0.85% p.a.
Tranche B: 0.95% p.a.

Tenure & Maturity
Date

Tranche A: 3 years
Maturity: 2020/07/13
Tranche B: 5 years
Maturity: 2022/07/13
Tranche C: 7 years
Maturity: 2024/07/13

Tranche A: 3 years
Maturity: 2021/01/10
Tranche B: 5 years
Maturity: 2023/01/10
Tranche C: 7 years
Maturity: 2025/01/10

Tranche A: 5 years
Maturity: 2024/06/13
Tranche B: 7 years
Maturity: 2026/06/13

Guarantor None

Trustee Taipei Fubon Commercial Bank Co., Ltd

Underwriter Capital Securities Yuanta Securities Yuanta Securities Co.,
Corp. Co., Ltd Ltd

Legal Counsel Hui-Chi Kuo

Auditor Kuo-Yang Tseng / Chi-Lung Yu
Type of Corporate Domestic Unsecured | Domestic Unsecured Domestic Unsecured
Bonds Bond Bond Bond
(106-1) (106-2) (108-1)
Repayment Bullet
Outstanding NT$2,000,000,000 [ NT$2,500,000,000 | NT$8,500,000,000
Redemption or Early N
one

Repayment Clause
Covenants None

. . twAA-
Credit Rating (Taiwan Ratings Corporation, 02/14/2023)
Other Rights of

Bondholders

1. Amount of
Converted or
Exchanged
Common Shares,
GDRs or Other
Securities

2. Conversion Right

1. Not applicable
2. None

Dilution Effect sand
Other Adverse Effects
on Existing
Shareholders

None

Custodian

None
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Type of Corporate

Domestic Unsecured

Domestic Unsecured

Domestic Unsecured

Bonds Bond Bond Bond
(109-1) (109-2) (110-1)

Issuance Date 2020/10/21 2021/01/08 2021/12/02

Denomination NT$1,000,000

Offering Price At Par

Total Amount

NT$5,000,000,000

NT$3,500,000,000

NT$8,900,000,000

Tranche A: 0.43% p.a.

Tranche A: 0.56% p.a.

0,
Coupon 0.65% p.a. Tranche B: 0.58% p.a. | Tranche B: 0.65% p.a.
Tranche A: 5 years Tranche A: 5 years
Tenure & Maturity 5 years Maturity: 2026/01/08 Maturity: 2026/12/02

Date

Maturity: 2025/10/21

Tranche B: 7 years
Maturity: 2028/01/08

Tranche B: 7 years
Maturity: 2028/12/02

Guarantor None
Taipei Fubon Commercial Bank Co., Ltd
Trustee
Underwriter Hua Nan Commercial Hua Nan Commercial | Yuanta Securities Co.,
Bank , Ltd. Bank , Ltd. Ltd
Legal Counsel Hui-Chi Kuo

Auditor

Kuo-Yang Tseng / Chi-Lung Yu

Type of Corporate

Domestic Unsecured

Domestic Unsecured

Domestic Unsecured

Bonds Bond Bond Bond
(109-1) (109-2) (110-1)
Repayment Bullet
Outstanding NT$5,000,000,000 | NT$3,500,000,000 | NT$8,900,000,000
Redemption or Early N
one

Repayment Clause
Covenants None

twAA-

Credit Rating

(Taiwan Ratings Corporation, 02/14/2023)

Other Rights of

Bondholders

1. Amount of
Converted or
Exchanged
Common Shares,
GDRs or Other
Securities

2. Conversion Right

1. Not applicable

2. None

Dilution Effect sand
Other Adverse Effects
on Existing
Shareholders

None

Custodian

None

4.3 Preferred Shares (with stock option): None.
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4.4 Issuance of Global Depository Receipts:

As of 03/10/2023

Date of Issuance
ltem

August 9, 2010

Date of issuance (Process)

08/09/2010

Location and Issuance and Trade

Luxemburg Stock Exchange

Total Amount

Non applicable

Unit Price (in NT$ per GDS) NT$37.70

Total Issuance 12,163,804

Source of Common Stock Registration One GDS stands to five common share of
Pegatron

Total Marketable Security Shares Recognized

Stands for 60,819,020 common shares of
Pegatron

Rights and Obligations of GDR Holders

Same as those of common share holders
(See Deposit Agreement and Custody
Agreement for Details)

Trustee

Non applicable

GDR Institute

Citibank N.A.

Depositary Institute

Citibank Taiwan Limited

Outstanding GDSs (as of December 31, 2022)

225,107 GDRs

Issuance and Expense Amortization throughout
the Issuance Period

Annual listing fees and accountant fees were
borne by Pegatron

GDR Agreement and Depositary Agreement

See Deposit Agreement and Custody Agreement
for Details

Max. US$12.90
2022 Min. US$8.70
Market Price Average | US$10.99
per unit (US$) Max. US$11.40
As of March 10,
Min. US$10.40
2023
Average | US$10.91
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4.5
4.6
4.6.1

Employee Stock Option: None.
Employee Restricted Stocks

Issuance of Employee Restricted Stocks

As of 02/28/2023

Type of Restricted Shares

First Grant of 2020 Second Grant of 2020

Approval Date by the
Authority and total number of
shares

2020/08/12 / 60,000,000

Grant Date

2020/12/08 2021/06/11

Number of Employee
Restricted Stock Granted

52,411,000 7,574,000

Number of Employee
Restricted Stock still
available for Issuance

Price of Issuance

NT$10

Percentage of Employee
Restricted Stocks to
Outstanding Common Shares

1.97% 0.28%

Conditions for Exercise of
Employee Restricted Stocks

Company Performance Criteria: It shall conform with the Criteria of
Earnings Per Share (“EPS”) and Return On Equity (“ROE”) below.
a.

Earnings Per Share (“EPS*) : On the date RSAs are scheduled to
be vested, the average EPS based on the financial statements of
recent three years is higher than those of the peer group.

Return On Equity("ROE®) : On the date RSAs are scheduled to be
vested, the average ROE based on the financial statements of
recent three years is higher than those of the peer group.

The Peer group set forth in the two preceding paragraphs includes
HON HAI Precision Industry Co., Ltd., Quanta Computer Inc.,
Compal Electronics Inc., Wistron Corp. and Inventec Corporation.
EPS set forth in the first paragraph refers to the basic earnings per
share of the consolidated statements of comprehensive income of
the consolidated financial statements audited by CPA. ROE set
forth in the second paragraph refers to the comprehensive income
divided by average shareholder’s equity, based on the
consolidated financial statements or non-consolidated financial
statements audited by CPA. When ROE calculated is higher than
either one of the two performance criteria, RSAs will be vested.

Employee Performance Criteria :
a.

Upon the first anniversary of receiving RSAs, employees can
exercise 25% of RSAs, provided the employees fulfill the
requirements specified in the annual appraisal of that year and
have not violated any statutory laws and/or any of the following
internal policies and regulations such as employment contract,
none disclosure agreement, company code of conduct, behavior of
business ethic and conduct.

Upon the second anniversary of receiving RSAs, employees can
exercise 25% of RSAs, provided the employees fulfill the
requirements specified in the annual appraisal of that year and
have not violated any statutory laws and/or any of the following
internal policies and regulations such as employment contract,
none disclosure agreement, company code of conduct, behavior of
business ethic and conduct.

Upon the third anniversary of receiving RSAs, employees can
exercise 25% of RSAs, provided the employees fulfill the
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Type of Restricted Shares

First Grant of 2020 Second Grant of 2020

requirements specified in the annual appraisal of that year and
have not violated any statutory laws and/or any of the following
internal policies and regulations such as employment contract,
none disclosure agreement, company code of conduct, behavior of
business ethic and conduct.

Upon the fourth anniversary of receiving RSAs, employees can
exercise the remaining 25% of RSAs, provided the employees fulfill
the requirements specified in the annual appraisal of that year and
have not violated any statutory laws and/or any of the following
internal policies and regulations such as employment contract,
none disclosure agreement, company code of conduct, behavior of
business ethic and conduct.

Limitations to the Rights of
Employee Restricted Stocks

Before fulfilling the vesting conditions, the restricted shares under
the custody shall not be sold, pledged, transferred, and gave as gifts
to others or any other means of disposal.

Voting rights: To be conducted by the Trust in accordance with the
relevant laws and regulations.

Custody of Employee
Restricted Stocks

A total of 24,174,750 shares
delivered to the Trust

A total of 5,450,538 shares
delivered to the Trust

Procedures for Non-
Compliance of the Conditions

The Company can buy back and cancel all restricted stocks from any
employee whom received restricted stocks but fail to comply with the
conditions.

Number of Employee
Restricted Stocks Bought
Back(Note 1)

3,310,953 274,712

Number of Employee
Restricted Stocks Free from
Custody

24,925,297 1,848,750

Number of Employee
Restricted Stocks under
Custody

24,174,750 5,450,538

Number of Employee
Restricted Stocks under
Custody to Outstanding
Common Shares (%)

0.91% 0.20%

’

Impact on Shareholders
Equity

Potential expense:

The number of restricted stocks proposed at 2020 Annual General
Shareholders’ Meeting is 60,000,000 shares at NT$10 as issuance
price. The Company shall evaluate the fair value of the stocks on the
issuance date and accrue relevant cost over the issuance period. The
potential expense incurred is estimated at NT$1,831,490 thousands.
In accordance with the conditions for exercising restricted stocks set
forth in the preceding paragraph, the annually expensed amount was
NT$256,305 thousands, NT$973,188 thousands and NT$614,728
thousands in 2020,2021 and 2022. The annually expensed amount
is estimated at NT$(35,823) thousands, NT$19,363 thousands, and
NT$3,729 thousands in 2023, 2024 and 2025 respectively.

Potential impact to dilution of earnings per share (EPS) and other
factors that may affect shareholder’s equity:

Potential dilution of EPS based on the existing outstanding ordinary
shares of 2,666,856,391 shares, is estimated at NT$0.10, NT$0.36,
NT$0.23, NT$(0.01), $0.01 and NT$0 in 2020, 2021, 2022, 2023,
2024 and 2025 respectively. Since the potential impact to EPS is
limited, we do not expect any material impact to shareholders’ equity.

Note 1 : Public filings made regarding shares bought back from employees.
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4.7 Status of New Shares Issuance in connection with Mergers and Acquisitions:
Not Applicable.

4.8 Financing Plan and Implementation

Up to the last quarter before the printing of the financial statements, outstanding
equity issuance or marketable security subscription or the completed equity

issuance or subscribed marketable security without success: Not Applicable.
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5. Overview of Business Operation

5.1

Business Activities

5.1.1 Business Scope

5.1.1.1 Operating Scope

The Company offers a wide range of electronics products in computing,
communications and consumer electronics segments, including Notebook PCs,
Desktop PCs, Motherboards, Server, Cable Modems, Set-top Boxes, Smartphones,
Game Consoles, Tablets, IoT Devices, Wearable Devices, Smart Home Devices,
Automotive Electronics, etc. The Company also engages in development, design and
manufacturing of peripherals and components of the above-mentioned products. In
addition to the well diversified product portfolio, the Company also places great
emphasis on development of both software and hardware technologies to provide

customers with total solutions and high value-added services.

5.1.1.2 Breakdown of Sales by Major Products

Unit: NT$ thousands; %

Year 2021 2022
Major Produc Amount % Amount %
3C Products 1,184,260,120 93.89 1,248,715,728 94.77
Other 77,123,741 6.11 68,883,426 5.23
Total 1,261,383,861 100.00 1,317,599,154 100.00

5.1.1.3 Product Lines

Computing Product
a. Notebook PCs
b. DeskTop PCs
c. Motherboards
d. Server
Communication Product
a. Cable modems
b. Set-top boxes
c. Smartphones
d. Switches
e. Router
Consumer Electronics and Other Product
a. Tablets
b. Game consoles
c. Wearable devices

d. Smart home devices

112




5.1.1.4 Product (Service) Development

a.

Developing “consumer” systems (Notebook PC / 2-in-1) with designs mainly
using Intel Raptor Lake ~ AMD Ryzen 7xxx (Mendocino, Barcelo-R) series Etc. and
next-generation platforms for different operating systems, while meeting market
demands for customization and innovating gaming / creator / thin & light product

lines with new features.

Developing “commercial” & “educational” systems (Notebook PC / Chromebook)
with designs mainly using Intel Raptor Lake / Alder Lake / Jasper Lake / next

generation platforms, ARM platforms, etc.

Develop a high-speed 10Gb Ethernet gateway and vehicle-to-vehicle
communication controller for cars, equipped with dual 5G MIMO antennas and dual
WiFi 6E networks, to serve as a central domain controller connecting various
networks inside and outside the vehicle, and to provide internet services for
autonomous vehicles. It supports functions such as eCall (emergency assistance),
remote diagnosis and control of vehicle malfunctions, fleet management, and real-
time driving information. The critical networks comply with ASIL B to ensure safe
and reliable communication between electronic devices inside the car, making
autonomous driving safer and more convenient. This new type of controller
integrates high-speed digital imaging, ToF camera, and audio input, combined with
in-car cameras, in-car array microphones, and in-car speakers, providing voice
interaction for autonomous vehicles. The ToF (Time-of-Flight) camera protects

passenger privacy.

We have developed 11KW single-phase and 22KW three-phase AC charging piles,
as well as 22KW~50KW wall-mounted bidirectional V2H DC charging piles with
built-in wireless technologies such as Wi-Fi, NFC, and BT. These charging piles
use an Arm SoC with an RTOS operating system and support the 1SO15118
communication protocol, with built-in OCCP 1.6 cloud control interface. They
support various charging protocols such as J1772, CCS1, CCS2, providing
charging services for electric vehicles of different specifications. With our self-
developed APP and algorithm, intelligent features such as power sharing can be
easily configured to reduce the cost of power capacity expansion and additional
power capacity installation. Multiple charging piles can be installed in the same field
to provide charging services for multiple users. The OCCP 1.6 cloud control
platform supports billing and charging systems, enabling remote management of

charging piles.
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We plan to develop a 1.5KW to 3.0KW inverter, which converts the DC power
supply (150VDC to 420VDC) from the large batteries used in BEV, HEV, and PHEV
into 110Vac or 220Vac AC output. This will provide AC power for tools and small
household appliances during outdoor activities such as camping, as well as during

power outages while driving.

Develop an intelligent cabin system for electric buses, with the on-board computer
using the QNX automotive safety operating system and real-time operating system
(RTOS). The system includes three display screens: the left screen provides a
touch interface for driver operations, the middle screen displays driving information
such as speed and ADAS, and the right screen displays blind spot images,
panoramic images, and in-car images. The on-board computer receives signals
from the vehicle's CAN system, integrating and displaying information from eight
external systems to provide an integrated, safe, and convenient human-machine
interface (HMI) for the driver. The eight external systems are: (1) Lane departure
warning system, (2) Front collision warning system, (3) Panoramic display system,
(4) Blind spot and wheel differential warning system, (5) Tire pressure monitoring
system, (6) Driver identification and digital driving recorder, (7) Fatigue detection

system, and (8) Alcohol lock.

Developing a Centralized Unit (CU), Distributed Unit (DU), and User Plane Function
(UPF) for 5G Open Radio Access Network (O-RAN), using Intel Ice-Lake-D
platform, with 8-port 10G or 4-port 25G configurations, including network physical
layer (L1) acceleration, baseboard management controller (BMC), network

synchronization (GPS, PTP), and related functions.

Work with several major silicon chipset and software partners to develop
IEEE1588v2 and PTP protocol compatible switch and routing devices. This will help
telecom operators to reduce CAPEX and OPEX expenses when they upgrade to

new-generation network.

Develop the latest generation of broadband DOCSIS 3.1 network technology,
integrate MoCA, 2.5Gbps/10GBps Ethernet WAN ports, and use the latest
technology WIFI-7 (802.11be) in the wireless network to support triple-band
applications (2.4G/5G/6G), expand User Bandwidth application to improve

Throughput for High-speed network transmission.

Develop 10GPON enterprise-level optical fiber modem. The product combines
PON and AP specifications, provides 10Gbps LAN port, and integrates the latest
wireless technology WIFI-7 (802.11be) for WIFI tri-band applications (2.4G/5G/6G).
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Developing FWA 5G NSA/SA dual mode CPE, backwards compatible to 4G
network. This product with 8 antenna supports 4x4MIMO and carrier aggregation,
WIFI7 tri-band, 10Gbps ethernet, also equipped with VOLTE to provide better voice
quality. The speed of 5G internet is 10~100 times faster than 4G internet, and the
latency is also much lower. It is suitable for 4K resolution live sport game broadcast,
8K high resolution video streaming, AR, VR application and 5G telesurgery,

telemedicine.

Developing a 5G surround view 360-degree camera, support Real-time extended
Reality Multimedia (RXRM) to expand multimedia applications in time, use 5G low-
latency features to transmit high-definition 4K@30fps images in real time, built-in 4
radio microphones to create spatial sound effects, and support multiple
independent devices can watch panoramic content at the same time. The body
supports IP67 waterproof rating, which can be installed in harsh industrial

environments, and has a built-in battery to carry drones for monitoring.

. Developed a new generation of Wi-Fi 7 tri-band (2.4G/5G/6G) 802.11be EHT
wireless access point. It adopts the latest generation chipsets, which provides up
to 40 Gbps wireless peak rate and 10G LAN/WAN Ethernet ports and supports
VolIP functions simultaneously. The WIFI7 offers the new features as 320MHz
channel bandwidth, Multi-Link-Capabilities and 4K QAM modulation. The targeted
use cases for this device allow users to enjoy high speed, low latency, and MLO
for the most demanding applications in Augmented Reality (AR), full-immersion

Virtual Reality (VR), gaming, and more.

Developing newest Qualcomm SXR2230 as VR flatform with see-through, Eye-
tracking, Hand tracking features. The panel resolution has higher resolution and
built-in Wi-Fi 7.

Developing lighter, thicker 6-DoF VR viewer with Pancake solution, cabling with NB
or cell phone to review the VR or 360 video. It builds speaker and microphone and

adjustable diopter, wide IPD for most of users.

Developing server products mainly using Intel Eagle Stream/Next Gen. of Eagle
Stream, Intel Raptor Lake-E, Intel Ice Lake-D, AMD EPYC SP5 GENOA, AMD
EPYC SP6 SIENA, Ampere Altra Max/Next Gen. of Ampere, etc. to provide

customized design to meet various customer demands.

Developing server products mainly using Intel next generation XEON SP/ XEON E,
AMD EPYC SP5/SP6 (Genoa), Ampere AltraMax ,Etc.

Upgrade the OS of Qualcomm QCM4490 platform ruggedized LTE phone to
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aa.

bb.

CC.

Android 13.

Leading in the development of Qualcomm SDX75 platform based 5G mobile

hotspots, getting GCF/PTCRB conformance certification .
Co-Developing Qualcomm SM7125 platform based Android IOT wearable devices..

Developing E2E 5G RAN BWP (bandwidth part) switching feature in terms of
ORAN DU/CU and UE.

Developing LTE/Wi-Fi/BT/NFC/UWB software on Android Wearable OS watch
using Qualcomm SW5100 platform.

Use dual 5G NR modules (Quectel) and dual WIFI 6E modules (Quectel) to

integrate and develop a vehicle-mounted host with communication functions.
LEV (Light Electric Vehicle) power battery development.

Use dynamic visual sensing technology to develop human body posture estimation.
According to human body movements, light intensity changes in various parts,
analyze the coordinates of key points of the human body, and then define the body
segments of each part. In the future, it can be applied in home care, driving
monitoring, human Machine interactive entertainment, while protecting the privacy

rights of users.

Construct the model training process, use unsupervised, semi-supervised,
knowledge distillation and other deep learning technologies to develop Tiny Al with
optimized Al computing power. The cost can be reduced by more than 10 times,
the speed can be increased by more than 10 times, and it can be applied to different
fields in the future. For example, DVS-car, DVS-Pose, AloT home human-computer

interaction.

Continuously developing Cloud Native No Code/Low Code Al platforms, expanding
generative Al and multimodal foundation models, accelerating model deployment

and enhancing the scope and scale of Al applications.

Establish a digital twin platform that enables users to collaborate in development,
conduct remote synchronization and monitoring of equipment, and replay events.
Through Cyber Physical System and simulation, conduct parameter optimization

and speed up development and manufacturing progress.

Develop a remote 360-degree video conferencing system in the post-pandemic era
using a high-performance image processing SoC to form a 360-degree horizontal

field of view/6K high-definition image with 4-lens camera stitched, integrated with
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dd.

ee.

99.

hh.

Ii-

NLP Al edge computing technology, to provide real-time image stitching and 3-
meter distance human body recognition. By using high performance audio DSP
technology, combined with a directional microphone array, the accuracy for the

speakers’ direction of arrival (DOA) is up to 5 degrees.

Develop Al TWS earphones and hearing aid (HA) technology based on Bluetooth
5.3 LE Audio. For the TWS earbuds, it will provide independent volume adjustment
technology for both left and right side to enhance human voice frequency response,
and allow users to directly adjust settings through the app. For the HA, it will provide
a complete hearing-impaired solution through frequency compression,

transposition, warping and adaptive algorithm.

Develop medical wearable rings for measuring the heart rate variability (HRV),
respiratory rate, blood oxygen saturation (SpO2), body temperature, exercise, and
sleep monitoring. Using the high-density interconnector (HDI) PCB design and high
efficiency miniaturized battery and power management technology, it can be as

common as any ring and standby for up to five days.

Develop a PIR detection Fresnel lens with ultra-wide-angle and high-resolution
capabilities, which can be applied to smart home security human body detection
devices. In addition to having both wide-angle and high-resolution capabilities and
using TracePro macro to speed up the simulation design, and develop

corresponding performance verification and problem debugging.

Development of key technologies required for LEO ground terminal in Ku band,

circular polarized operation and TX/RX combined phased array antenna design.

Developing new techniques and new applications on head-mounted devices with
composite materials and biological sensors for health detection on

electromyography (EMG) and photoplethysmography (PPG)

Application of Al in energy-saving research on air-cooled cooling for 2U servers :
Development of deep reinforcement learning Al for fan control systems to
separately control the operation of air-cooled individual components. This
technology is applied to air-cooled servers in large data cabinets, replacing the
traditional control methods that operate simultaneously, achieving a high-efficiency
computing system and an environmentally friendly air-cooled cooling product. This
can be used in various product types to make the company's products more

competitive.

Second-generation automotive liquid cooling plate development: The capability of

heat dissipation is higher than the current mass-produced ECU and IGBT liquid
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cooling plates that used in the automotive industry nowadays. Focusing on
dissipating heat from accurate automatic driving calculations and higher charge-
discharge efficiency, we evaluate that heat dissipation capability will increase

20%~30% comparing to the existing products.

kk. The single-phase immersion liquid cooling system with pPUE 1.025 rating, which
uses innovative optimized system heat dissipation architecture and configuration,
and has undergone development in electromechanical integration to achieve
precise and stable remote control. The goal of the product is to help customers
achieve energy savings and meet the world trend of energy conservation and

carbon reduction to a green and sustainable data center.

ll. The two-phase boiling immersion liquid cooling server system (1U 7KW) is
achieved through the development of two critical technologies - boiling and
condensation, which use the structure generates the vapor to achieve high heat
conduction, and design rapid condensation devices for high-power heat exchange
in servers. The design of this liquid cooling system aims to address the increasing

demand for high-power CPUs and GPUs on the path of production development.

mm.  Ultilizing the latest dynamic version sensor (DVS) technology and expecting to
apply to driver monitoring system firstly. It may detect driver’s distraction and
fatigue via tracking the movement of eyes and head pose in the condition of privacy

protection, to enhance driving safety.

nn. Researching and utilizing the high precision ranging with ultra-wideband (UWB)
technology, which may be possibly apply to different application such as gesture

recognition, and approach unlock/ walk away lock.

5.1.2 Industry Overview
5.1.2.1 Progress and Development of the Industry
a. Computing Industry

According to statistics published by IDC, overall PC shipments (including laptops,
desktops and workstations) declined by 14.9% in 2022 compared to the previous
year, mainly due to continued sluggish growth in the overall economy, weakened
consumer confidence and increased uncertainty in spending across the IT industry.
In the short term, the overall demand in the PC market will still be affected by
negative factors such as inflation, the uncertain economic outlook for the U.S. and
China, the war between Russia and Ukraine and inventory problems that have yet

to be fully resolved. However, IDC expects that end-user demand will return to
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growth in 2024, mainly because there will be a wave of renewed demand for PC
products purchased during the COVID-19 pandemic and the transition to Windows
11 will bring a wave of new demand for commercial PCs. In addition, the U.S. and
Japanese education markets will soon see a spike in demand for PC replacements,
so it is expected that in the years following the return to growth, the annual PC
shipments will be higher than the pre-epidemic level. IDC estimates that PC
shipments will continue to decline by 5.5% year-over-year in 2023 and that the
CAGR for PCs will be -2.4% from 2021 to 2026.

On server-related products, although the overall server industry performed better
than expected in 2022, it was still affected by shortages in the supply chain, the
COVID-19 pandemic and the war between Russia and Ukraine and is expected to
continue until at least mid-2023. In our observations of the industry, enterprises will
gradually adopt cloud-based infrastructure devices and “as-a-service delivery
models” for local server deployment need, and in the future, the growth momentum
will also be derived from edge computing, cloud, digital services, software-defined
infrastructure (SDI), etc. IDC estimates that global server spending will increase by
6.04% YoY in 2023 and that the CAGR for global server spending from 2021 to 2026
will be 8.3%.

. Communication Industry

According to statistics compiled by IDC, worldwide smartphone shipments in 2022
were approximately 1.240 billion units, down by 9.1% from 1.360 billion units the
previous year, mainly due to inflation in the major economies, geopolitical conflicts
and a weaker overall economic environment affecting end-user demand. However,
the overall average selling price (ASP) grew by 6.4% YoY to US$413, thanks to the
launch of higher-end models and more 5G phones replacing 4G phones. The
industry has also taken notice of a growing preference for flagship models with
longer lifespans and more storage space. In terms of regional sales, the Asia Pacific
continues to be the largest market for smartphones, mainly due to its larger
economies, faster replacement rate and availability of lower-priced models, with IDC
estimating that its market share will reach 50.7% in 2026, with China accounting for
20.9% of the total sales. IDC estimates that 1.390 billion smartphones will be
shipped in 2026, with a CAGR of approximately 0.5% from 2021 to 2026.

With the ever-greater penetration of LTE/5G networks and private networks

increasing year by year, 5G networks cover one billion users in over 70 countries

worldwide by the end of 2022. China, South Korea, Japan, North America and the
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EMEA countries are some of the leading regional countries in 5G network
deployment, with South Korea taking the top spot with the highest 5G penetration
rate. Market analysts believe that in terms of long-term development trends, the
adoption rate of 5G and the ability to deliver new applications to the industry will be
key to how 5G is deployed and how profitable it will be in the future. IDC estimates
that global dedicated LTE/5G network infrastructure revenue will grow from
US$1.796 billion to US$8.274 billion from 2021 to 2026, with a CAGR of
approximately 43.3%.

c. Consumer Electronics Industry

The Company's consumer electronics products are mainly tablet, game consoles
and loT related products. According to IDC's statistics, the total tablet shipment in
2022 was about 159 million units, a decrease of about 5.5% compared to 2021,
mainly attributed to the strong demand driven by the COVID-19 pandemic in the
previous two years, which provided a high sales base for the tablet market, followed
by the general economic recession, which slowed down consumer and commercial
demand. IDC estimates that overall shipments will grow at a CAGR of approximately
-2.5% from 2021 to 2026.

According to IDC data, the previous 18.1% growth rate in 2021 can be attributed not
only to a spike in demand during the pandemic, but also coincided with the launch
of new products by Sony and Microsoft in late 2020, which boosted sales. In 2022,
the total number of game consoles shipped reached 40.53 million units, indicating a
5.2% YoY decline, mainly due to the shortage of components, logistical challenges,
high inflation and economic recession. The negative factors are expected to continue
into 2023. The market expects Nintendo to release the next-generation Switch in the
fourth quarter of 2024, and its overall game console shipments will resume to
positive growth. IDC estimates that overall shipments will grow at a CAGR of

approximately -0.5% from 2021 to 2026.

According to IDC statistical data, global Internet of Things (IoT) spending reached
US$767 billion in 2022, an 11.1% increase from the previous year. The number of
smart home devices shipped worldwide reached about 870 million units in 2022. In
the medium to long term, the market is expected to grow at a 4.6% YoY in 2023, as
end-users gradually focus on the convenience, cost and energy savings that smart
home devices can bring. The overall market is expected to grow steadily as Internet
penetration and disposable income in developing countries increase. IDC estimates

that global smart home device shipments will grow at a CAGR of approximately 8.6%
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from 2022 to 2027 and that overall global IoT spending will grow at a CAGR of
approximately 10.7% from 2021 to 2026.

Furthermore, the global EV market is expected to grow steadily in the next few years,
despite the impact of the pandemic, weak end-user demand, supply chain
disruptions and chip shortages that have dampened overall sales. However, as
countries continue to promote carbon emissions reduction policies and implement
purchase subsidies, the global EV market is still expected to grow in the next few
years. In the medium to long term, the market expects that the introduction rate of
advanced driver assistance systems (ADAS) and self-driving convenience features
by global automakers will be determined by cost, regulations and competitive
industry development, and that North America will remain the leading region in
production and testing at all stages of self-driving autonomous vehicles. IDC
estimates that overall shipments will grow at a CAGR of approximately 14.8%% from
2021 to 2026.

5.1.2.2 Correlation of the Upper-stream, Mid-stream and Down-stream of the Industry
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After decades of development of the computing industry in Taiwan, the relationships

among upstream, midstream and downstream sectors have become highly correlated.

While it is evident that bigger suppliers are expanding over the years, it has been

difficult for smaller suppliers to survive in the industry.
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5.1.2.3 Trends of Product Development
With completed network infrastructure, consumers are paying more attention to the
function of mobility and looking for products lighter in weight and slimmer in size with
longer battery life & faster connectivity speed. As loT industry and 5G technology are
matured and advanced, supply chains also integrate development and product design
of loT, Al, and 5G into mobile device, networking, smart home, AloT, automotive
electronics, vehicle-to-everything (V2X) and metaverse, etc. It is expected to stimulate
another wave of growth in computing, consumer and communication segments.
Laptops and tablets have seen a significant wave of growth over the past three years,
driven by a spike in demand due to the pandemic. In the post-pandemic era, demand
for consumer electronics is slowing down, but 5G network penetration and
infrastructure coverage continues to accelerate.
The high speed and low latency characteristics of 5G networks and mmWave
technology will further promote the diversification of applications, such as innovative
wearable devices and further expanded to smart cities and smart manufacturing. The
technology is expected to enhance user experience through the integration of network
technology and consumer electronic products. In addition, the open and standardized
interface of 5G O-RAN not only allows the standardization and interoperability of
components manufactured by radio equipment suppliers, but also expands the
application of mobile communications and provides more diverse product and service
solutions. In addition, the rise of Generative Al, combined with cloud and high
performance computing (HPC), is expected to drive another wave of server demand
growth.
Driven by the global policy trends towards reducing carbon emissions and
strengthening environmental protection, the global market for electric vehicles is
growing. Among them, hybrid vehicles (HEV) are the mainstay of sales volume
because drivers do not need to change driving patterns completely. However, with the
global policy promotion of energy saving and carbon reduction, pure electric vehicles
(BEV) have gradually become more prominent and are expected to surpass HEV in
terms of market share in the future. 5G technology is also gradually applied to self-
driving cars and V2X-related functions. It is expected that the stability of network
connectivity will continue to improve the safety and interactivity of EVs, further

stimulating end market demand.

5.1.2.4 Market Competition
The ongoing consolidation of computing, communications, and consumer electronics
markets has formed ODM ecosystem with large scale players gaining most of the

market share. However, in recent years, mainland China manufacturers have gradually
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stepped into the downstream ODM industry from upstream components, breaking the
dominance of Taiwanese companies. Therefore, how assembly ODMs can provide
customers with complete turnkey solutions, create a competitive niche, and increase
the added value of their products by developing software and hardware, industrial
design and vertical integration capabilities will be the key factor to retaining or
increasing orders from major international brands to sustain continued revenue growth.
In addition, the COVID-19 pandemic continues to impact the global financial market
and supply chain, which is exacerbated by inflation, logistics bottlenecks, energy crises
and geopolitical conflicts have also brought uncertainty to the global industry and
market. As long as OEM players can respond quickly, strengthen operations and
supply chain management, and adjust their production capacity according to customer
demand, while leveraging their expertise in assembly management to achieve proper
allocation of resources and production costs control, this will be another key capability
to maintain competitive advantage. The Company currently adopts an ODM / EMS
model for three major product segments (computing, communication and consumer
electronics). In addition to assisting our brand customers to enhance the efficiency of
production, we need to reduce costs at the same time while our customer expanding
global distribution channels. In addition to these capabilities, design and manufacturing
and hardware and software integration services will become the key success factors

for acquiring customers.

5.1.3 Research and Development

5.1.3.1 Research and Development Expense in Recent Year
Unit: NT$ thousands; %

Items 2021 2022

R&D Expense (A) 15,628,406 16,013,923
Net Revenue (B) 1,261,383,861 1,317,599,154
(A)(B) % 1.24 1.22

5.1.3.2 Research and Development Accomplishments in the Recent Year

Year Achievement in Research and Development

1. Keep developing the consumer, commercial and thin & light laptop in
2022, with Intel's Raptor Lake-P platform and 5G connection, Alder
Lake-P with OLED panel and EVO certified platform and Al application
features.

2022 | , Developed a high-speed tri-mode 4G wireless communication and

vehicle Ethernet gateway, providing connected car services such as
eCall (emergency assistance phone), remote diagnosis and control,
fleet management, and real-time driving information. It also serves as
a hub to connect electronic controllers from various domains in the
car's internal network, ensuring secure and reliable communication
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10.

11.

12.

13.

between electronic devices inside the car, making driving safer.

Developed a new architecture outdoor IP camera, with dual wireless
interfaces (sub-GHz & Wi-Fi), fulfilling technical features of both low
power consumption and high transmission bandwidth. Equipped with
tapping screw enclosures with O-ring design, allows easy disassembly
and IP proofing.

Developed vehicle GPS and warning systems, based on LoRa
900MHz frequency network, applying to vehicle systems with warning
devices to achieve vehicle positioning and warning. With LTE
modules, it can reduce blind spots. When vehicles are stopped and
turned off, the GPS and warning devices are in standby and can turn
on when needed. For example, when an object is approaching, the
system can connect to video cameras to record and notify the owner
remotely if the car is damaged.

Developed WiFi-6E dual-band and tri-band (2.4G/5G/6G), 802.11ax
high-speed wireless network sharing devices. These antennas are
designed using dual-band and tri-band structures with high isolation
capabilities to provide high-speed, secured, and reliable wireless
network connections.

Developing the next generation of IP phones with PoE, NFC, Wi-Fi,
BT functions, adopting new Broadcom OMEGA SoC, and equipped
with circular or strip multi-color LEDs to show the status of the IP
phone.

Developed 25G SFP28 optical transceiver using BIDI design and can
be applied from DU to RRU to meet 5G markets. Successfully
developed a QOSA Fiber optical modem compatible of both XGS PON
and GPON. With our new developed products, users can flexibly
match telecom provider's wiring solutions without changing
transceivers. Also providing 1 port 10Gbps LAN, 2 port VOIP, tri-band
Wi-Fi (2.4G/5GL/5GH), Zigbee, and Z-wave applications.

Developed a miniaturized Plug-and-Play 5G dual Power Delivery USB
dongle which is for surveillance cameras - Robotics ~ automated
guided vehicle ~ long distance unattended station ~ XR ~ AR ~ VR and
MR device.

Developing a video bar conference system in Aspeed ATS1230 SOC,
it contains auto framing and speaker tracking Al system that enables
an user friendly smart video conferencing environment.

Developing an IP66 rated industrial camera in Aspeed ATS1230 +
1220 SOC with POE design and includes both mic and buzzer built-in.
Its target application is set on production floor and allows user to have
access to 360 degree surveillance needs remotely.

Developing ruggedized tablet of Intel 12th Alder Lake platform running
Windows 10/11 Professional operating system with integrated barcode
scanner and Wi-Fi 6E, as well as 5G connectivity. IP65 & C1D2 rating.

Developing semi-rugged commercial Android tablet with a built-in
barcode scanner on Qualcomm QC4490 platform capable of Wi-Fi 6
and 5G Sub-6 wireless communication in IP65 rating.

Develop 2U server that support dual Intel 4th Gen processor with
computing/storage balance performance, and support GPU
accelerated computing.
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14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

Develop 1U2N server that support AMD EPYC dual processor with
high core count for high performance computing.

5G mobile hotspot based on Qualcomm SDX65 platform, obeys 3GPP
Rel-16 spec to achieve the maximum 10Gbps throughput by varying
Sub6 SA/NSA, mmWave NSA combination. It has passed GCF and
PTCRB conformance certification and has gotten approval for AT&T
and Telstra as well.

Developing 14/15-inch commercial NB with Intel Alder Lake-P platform
running Windows 10/11 Professional operating system with Wi-Fi 6/6E
and both WWAN 5G/4G connectivity.

A car alarm tracker with LoRa, BT 5.0 technology and GPS. The
device can be easily plug into ODB port in a car. When someone
breaks into the car and steals it, this device can notify the user's
mobile phone to warn the owner of the theft through LoRa technology.

New technology as 802.11ac and BT5.0 in MP3 product, through
802.11ac, you can achieve faster audio-visual streaming services and
Internet browsing experience, and use BT5.0 to experience higher-
quality music listening experience.

Use three LTE modules (Quectel) and dual WIFI 6E modules (Murata)
to integrate and develop a vehicle-mounted host with communication
functions.

Developed and tuned the audio system on the latest Qualcomm VR
platform SXR2130, which introduced Fluence noise reduction
technology. The system uses WSA8815 smart amplifier, a tiny
speaker with low-frequency response, and effectively Integrated
design to improve sound performance. The product has won the
German Red Dot Design Award, iF Design Award.

The world's first integrated design of GPS and 4G antenna for electric
bicycle wireless smart network moving detection and anti-theft
module. The isolation can meet the specifications in a very small
antenna space and apply new antenna design patents on Taiwan and
us.

Development of the ORU antenna for 5G system, optimal feed
structure of internal antenna, using slit excitation and maximize the L-
shaped radiation surface to achieve the optimal current distribution.
The measurement results show that the two antennas gain better than
-2dBi in application range of 15~165 degrees, this RU can complete
field use verification.

Development of wearable device antennas with miniaturized metal
case, adopts a 3D grounding structure and apply US patent. Find the
best signal grounding point for dual antennas and use aperture tuner
and impedance tuner to switch different operating frequency to
achieve full-band coverage.

Research and development power battery (14S3P, 743Wh capacity)
which can be used on AMR (Autonomous Mobile Robot) or E-bike
product. It contains BMS hardware design and BMS related firmware
algorithm.

Develop Al non-visual recognition network, use deep learning to train
millimeter-wave radar signals, detect the position of the driver's head,
and can be applied to driver motoring system (DMS).

Develop indoor Visual Simultaneous Localization and Mapping
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27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

(VSLAM) technology, optimize the stability and versatility of the
algorithm, and achieve tasks such as multi-turn round-trip navigation,
narrow door navigation, and large-scale map navigation.

Develop pure vision autopilot SLAM and Al software on the open
source autopilot platform, construct AVP (Autonomous Valet Parking)
scenarios, optimize the navigation algorithm for one-way lane cruising,
avoid stationary/moving obstacles, and park to the target parking
space to improve Automatic parking efficiency.

Developing big data and deep learning computing platforms to provide
real-time data collection, data processing, data management, deep
learning model training, online deployment, model performance
tracking related toolset and services; to speed up development of
artificial intelligence related applications.

Developing Qualcomm SD660 platform based Android 13 ruggedized
LTE tablet.

Developed an AC/DC electric vehicle supply equipment (EVSE) that
has built-in Wi-Fi, NFC, BT and WWAN technologies, using NXP
i.MX1050 as the platform with FreeRTOS operating system.
Developed charging agreements including CCS1/2, CHAdeMO, and
GB to charge various electric vehicles. The entire series of Pegatron’s
electric vehicle supply equipment supported the Open Charge Point
Protocol (OCPP), and implemented functions such as backstage
system management, remote real-time monitoring of charging
stations, and Open Smart Charge Protocol (OSCP) system
integration, etc., which assisted Charge Point Operator (CPO) to
establish a faster charging operation ecological chain.

Designed and manufactured rugged and high-performance mobile
computers along with accessories for industry, vehicle and
construction, and even military operation using QCS mobile
communication solutions. It can be used in extreme environments, no
matter indoors, outdoors, sub-zero temperatures, in trucks or high
temperatures such as direct exposure to sunlight.

Used Realtek RTD series scaler display SoC, integrated with
Pegatron’s patented technologies including color management
algorithm, automatic backlight stability algorithm, HDR optimization
algorithm, etc., to provide stylus display with the highest specifications
and quality for computer graphics professionals.

Developed an advanced driver assistance system (ADAS) that
integrates a vehicle surrounding view system, providing functions
including lane keeping assist (LKA), adaptive cruise control (ACC),
autonomous emergency braking (AEB), and active park assist (APA).

Developed an automotive telematics with redundancy system,
integrated with communication and data collection technologies
including WPAN, WLAN, WWAN, in-vehicle communication, etc. It is
used extensively in advanced driving assistant services like traffic
accident calls, emergency calls, burglarproof tracking, positioning and
navigation, and vehicle diagnosis.

Development of millimeter wave radar module applied to E-bike. Bike
rearview radar device includes a taillight and mmWave radar is
designed to increase the visibility in the dark and detect approaching
vehicles.

Developing a metallic back cover, narrow bezel and high efficiency
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37.

38.

39.

40.

41.

42.

heat dissipating tablet equipped with WiFi-7 (high speed
transmission), UWB (low power consumption and precise positioning)
and NFC (safety and confidentiality).

Developing new technics and new applications on fabric materials with
build-in electrical elements for versatile light effects.

Developing the mirror refection techniques on automatic optical
inspection devices to measure the Z-direction dimensions such as
hook height in mechanical enclosures.

1U high heat dissipation liquid cooling server system for 450W*2:
Developing a high-efficiency liquid cooling plate to solve the heat
dissipation needs of high-power 1U servers due to insufficient space,
meet the diversity of the company's server product line and support
technical service for customers.

48U Server Rack Level Liquid Cooling High Heat Dissipation System
Fan door for 450W*2N*48U: Developing a closed-loop liquid cooling
system for server rack, design a rack fan door as a high-efficiency
heat exchanger for independent cooling structure, and cooperate with
the developed high-efficiency liquid cooling plate to meet the structural
requirements of edge computing, and meet the customer support of
different server application categories. (Internet, Telecom Etc.)

Innovative two phase liquid cooling cold plate (1KW): Using eco-
friendly two-phase liquid-cooling materials in the structure of heat
dissipation for high-power heat sources. With the research and
development achievements, it has surpassed the current industry
servers. Meanwhile , it has not only completed the preparations for
next-generation higher-performance computing product requirements
but also meet the global environmental regulations.

First innovative Single-phase liquid cooling plate for
automotive(500W): Develop the new manufacturing process and high-
efficiency heat transferring water-cooling plate device for vehicles,
With the advantages of cost reduction through new manufacturing
process and excellent internal heat exchanging structure technology, it
can give the company a more competitive advantage in automotive
products and can apply to industrial computer related products.
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5.1.4 Long Term and Short Term Business Development Plans

5.1.4.1 Short Term Business Development Plan

a.

To increase market competitiveness, maintain operation sustainability and pursue
higher annual revenue growth by lean operation management and effective
manufacturing process.

To improve the efficiency of logistic management by reducing logistic cost and
shortening product delivery time.

Based on the product mix to approach different markets with different strategies.
For mainstream products, the aim is to increase value-added services and
versatility of the products with industrial design and new technologies, so as to
become the market leader by developing leading products with innovative
technology and expertise in the market. As for low cost products, the Company
endeavors to provide products with lower manufacturing cost to fulfill consumers’
needs.

To strengthen the relationship with existing customers, promote benefits of vertical

integration within group and provide total solutions to customers.

5.1.4.2 Long Term Business Development Plan

The Company intends to enhance product mix and strengthen the factors that drive

revenue growth. The development plan includes the following strategies:

a.

Customer Service Strategy

- To strengthen the customer relationship and provide services in product
planning, research and development, and manufacturing.

- To complete the deployment of global sales network and provide

comprehensive after sales services to customers.

. Manufacturing Strategy

- To continuously promote the LSS project and improve the quality and efficiency
at all level

- To enhance vertical as well as horizontal integration and streamline group
resources in related components, products, and services.

- To expand manufacturing footprint globally and fulfill customers’ requirements
by offering various multiple manufacturing locations.

- To continuously invest in automation equipment to reduce the reliance on labor

and improve product quality

. Product Development Strategy

- To focus on talent development especially in R&D and industrial design sectors

and to enhance the Company’s R&D capabilities.
- To proactively develop material and technologies that are environmentally

friendly and that comply with green product and other relevant environmental

protection regulations
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5.2 Market and Sales Overview
5.2.1 Market Analysis
5.2.1.1 Sales (Service) Regions

Unit: NT$ thousands; %

2021 2022
Amount % Amount %
Domestic 113,058,791 8.97 107,338,655 8.15
Export | Asia 69,423,153 5.50 68,529,015 5.20
Europe 569,649,443 45.16 582,090,708 | 44.18
America 460,397,495 36.50 486,737,798 | 36.94
Others 48,854,979 3.87 72,902,978 5.53
Subtotal 1,148,325,070 91.03 1,210,260,499 | 91.85
Total 1,261,383,861 100.00 1,317,599,154 | 100.00

5.2.1.2 Market Share
According to market research, notebook PC ODM/EMS companies in Taiwan
accounted for 144 million units of notebook PCs in 2022, around 77% of total global
shipment volume. This included 55.98 million units from Quanta, 37.00 million units
from Compal, 17.00 million units from Wistron, 12.85 million units from Inventec and 8
million units from Pegatron. Notebook PCs manufactured by Pegatron accounted for

5.56% of worldwide volume.

5.2.1.3 Market Demand, Supply and Growth

In order to expand market shares, customers depend more on suppliers to shorten time
to market for computing, consumer electronics and communication products, and
meanwhile suppliers are also developing and offering more service categories.
Currently, more international brand customers outsource products to ODM/EMS
companies, whom, apart from manufacturing, can also provide extensive services for
logistics and after sale services. With capabilities in cost control, advantages in
manufacturing skills, production flexibility, and experience in logistics, innovative
research, marketing and management, ODM/EMS companies in Taiwan have the
competitive edge in the industry. In addition, with highly vertical integrated capabilities,
efficient product design and production flexibilities, ODM/EMS companies in Taiwan
can provide services to customers that differ from other EMS and OEM companies
located elsewhere.

In the post-pandemic era, the demand for computing products has slowed down and
the shipment has become more challenging due to the weakening global economy.

However, Pegatron will continue to strive for high value-added products and adjust
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production capacity to stabilize shipment performance. In terms of consumer
electronics, we expect the momentum of our game console customers to be maintained
and with the release of new devices by our smart home device customers, our overall
revenue should enter a stable growth trajectory. Among communication segment,
broadband products are expected to benefit from the application of new technologies
and the replacement of some models. Smartphones have the potential to accelerate
growth in terms of unit sales performance as the adoption of 5G technology continues
to increase and specifications continue to evolve. However, in view of the overall
industry, with the ongoing war between Russia and Ukraine, persistent inflation, and
the general economic instability, it is still necessary to continue to closely observe the

changes in purchasing power in the end market.

5.2.1.4 Competitive Advantages

a. Experienced R&D Team
In addition to R&D Center within the Company, there are also designated research
and development engineers in each product category. As of the date of this annual
report, total research and development engineers reached 7,845. The leading
research and development engineers in each product development have more than
15 years of experience in the relevant fields.

b. Comprehensive Manufacturing Locations
Suzhou, Shanghai, Kunshan and Chongqing in China, Juarez in Mexico, Ostrava in
the Czech Republic, Indonesia, Vietnam, India and Taoyuan and Xindian in Taiwan
to fulfill the needs of global customers at different regions.

c. Diversified Product Portfolio and Customer Based
The Company emphasizes on design capabilities, manufacturing excellence and
service quality, and our major customers are well known global brand companies in
the computing, communication and consumer electronics markets. In addition to our
diversified product portfolio, the Company also has in-depth knowledge of the
products to provide services to various types of customers.

d. Global Logistics Capabilities
The Company has manufacturing sites and service & repair stations across Europe,
North America, Australia and Asia. One of the most important advantages of
Pegatron is the effective management of global logistics based on the long-term
experience providing prompt services across different time zones to meet customers’
needs.

e. Professional Management Team
The management team consists of highly regarded senior professionals in the

industry with more than 20 years of experience in the founding and managing of
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Asustek. One of the essential factors to the Company’s sound development is the
unspoken consensus and successful collaboration among the members of the
management team after the long-term and stable working relationship.

f. Innovation Capabilities
With outstanding design capabilities and effective manufacturing capacity, the
Company is able to design products based on customers’ requirements and shorten
products’ time to market. The Company has in-depth study of special material and
is able to offer various selections of material with a cost effective options. The
industrial design team, after years of experience, has won numerous international
awards. It is evident that the capability of producing innovative designs is one of the
core competitive advantages of the Company.

g- Comprehensive Vertical Integration
We are dedicated in the development of vertical integration. With our capabilities
and know-how in working with a wide range of materials, from traditional metal
stamping and plastic injection to newer light metal technologies, we are able to fulfill
our customers’ diverse needs and product design requirements and enhance our
ability to offer competitive one-stop-shopping solutions. Our focus on vertical
integration will continue to translate into larger cost advantages and shorter time-to-
market to help us win new manufacturing mandates from major OEM/brand

customers.

5.2.1.5 Advantages, Disadvantages and its Responsive Strategies

Advantages

a. Strong marketing attraction for fully the developed electronics industry in
Taiwan
The computing industry in Taiwan experienced numerous transformations and has
fully developed over time. With the evenly developed industry and excellent
collaboration among each supply chain, the computing industry in Taiwan is a strong
marketing attraction and has become the global procurement center for computer,
consumer electronic and communication products.

b. Matured electronics components industry and stable supply of key
components in Taiwan
In the recent years, key components, such as chipset and PCB and other electronic
products have become more competitive at the global level. Comprehensive
development of the component industry is one of the key factors for the prosperity
of the electronics industry in Taiwan.

c. Integration of software and hardware systems help create growth momentum

in the electronics industry
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In addition to the excellent capability in hardware design, the Company strives to
provide integrated solutions to customers by continuously investing in research and
development of key technologies in hardware and software design as well as its
applicable operating systems. With the capabilities in software and hardware
integration, the Company is able to tap into this trend and turn the opportunities into
a growth momentum.

d. Excellent capabilities in research & development and innovative industrial
design
The Company has an excellent research and development team, whom is fully
dedicated to product development and innovative industrial design. As a result, the
Company is able to launch new models before its peer companies. In addition to

the corporate perspective technology office, there are also designated R&D

units within each business unit, which helps shorten production cycle and keep the
Company a step ahead of its peer companies in this competitive environment.

e. Comprehensive after sales service network
The Company provides consistent after sales services and quality assurance to
global customers via service & repair stations across Europe, America, Australia

and Asia.

Disadvantages

a. Declined gross margin due to severe pricing competition
The competition in the computing industry is intense due to the low entry barrier that
attracts a large number of competitors. Furthermore, with the products becoming
more matured over time, product supply has been higher than its demand. Product
differentiation has also gradually diminished, which may also lead to a decline of
gross margin.

b. Profit margin impact by fluctuation of foreign exchange rates
Most of the Company’s products are exported and is highly exposed to the fluctuation
of foreign exchange rates which may have direct impact to the Company’s profit
margin.

c. Increase of manufacturing costs by potential labor shortage and higher
acquisition cost of land
The Company has increased the usage of automation for majority of products in an
effort to reduce the reliance on labors. However, certain manufacturing processes
are still conducted manually. As the issues of labor shortage gradually
surfaced over recent years, labor compensation has increased dramatically, which
increases the manufacturing cost and affects the Company’s competitiveness in the

global market.
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5.2.2

Responsive Strategies

a. Enhance research and development capability and manufacture high value-
added products.

b. Enforce cost control and inventory management, and maximize production
efficiency by increasing automation.

c. Maximize the hedging effect by balancing the position in foreign and local
currencies.

d. Invest in automation equipment to reduce the reliance on labor and improve
product quality.

e. Allocate labors across manufacturing sites appropriately and minimize the
impact of labor shortage.

f. Adjust global manufacturing footprint, reduce impact from trade dispute and

improve overall production efficiency.

Application of Major Products

a. Computing Products

Notebook PCs, desktop PCs and other information electronic products that are
mainly used for word processing, information management, typesetting, industrial
design, presentation, statistical analysis, multimedia application, etc.

b. Communication Products

Communication products can be used for individual communication, internet
communication, wire and wireless internet access.

c. Consumer Electronics Products

Products that can be used for entertainment and smart home connectivity, such as
tablets, game consoles, smart home security systems, etc.

d. Vehicle Products

Products that can be used for traditional vehicle & electric vehicle, such as

infotainment, Telematics Control Unit, Car Computer, ECU & wall charger, etc.
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5.2.3 Supply of Major Material

m:{(élr,i;zw Source of Supply Supply Situation
Chipset X Company ~ R Company Stable
Display X Company ~ J Company Stable
System Module X Company ~ Q Company Stable
Mechanical Parts X Company ~ T Company Stable
CPU J Company ~ Z Company Stable

Note: Partial major materials are purchased by major customers and resell to the Company for manufacturing and
system assembly. Therefore, partial source of supply is from major customers.

5.2.4 Major Customers with over 10% Net Sales and Suppliers with over 10% Net

Purchases of the Last Two Fiscal Years

5.2.4.1 Major Suppliers of the Last Two Fiscal Years

Unit: NT$ thousands

2021 2022
Item - - - -
Company Amount % Relation with Company Amount % Relation with
Name Issuer Name Issuer
1 X Company 511,825195 | 4547 None XCompany | 55675 184 | 47.45 None
(Note1) (Note1)
2 J Company 131,757,964 11.70 None J Company 147,255,890 12.18 None
(Note 1) (Note 1)
3 | £Company 76,872,548 6.83 | Shareholder | ZCompany 69,573,811 575 | Shareholder
(Note 1) (Note 1)
Others 405,207,941 36.00 - Others 418,424,677 34.62 -
Net Total | 4 155 663,648 |  100.00 ; Net Total | 4 548 929,562 |  100.00 -
Purchases Purchases

Note 1: In 2021 and 2022, the Company purchased (raw) material via major customers.

Note 2: Increase and decrease of the amount was due to business demand.

5.2.4.2 Major Customers of the Last Two Fiscal Years

Unit: NT$ thousands

2021 2022
ltem ¢ Relation with C Relation with

ompany Amount % elation wi ompany Amount % elation wi
Name Issuer Name Issuer

1 A Company 693,898,568 55.01 None A Company 704,253,324 53.45 None

2 B Company 211,258,433 16.75 None B Company 222,995,207 16.92 None
Others 356,226,860 28.24 - Others 390,350,623 29.63 -

Net Total | 4 561,383,861 | 100.00 ; Net Total | 4 347 599,154 | 100.00 -

Sales Sales

Note: Increase and decrease of the amount was due to business demand.
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5.2.5 Production/Sales Quantities and Value over the Past Two Years

Unit: thousands; NT$ thousands

2021 2022
Year
Output
Capacity | Quantity Amount Capacity | Quantity Amount
Major Products
(or by departments)
3C Products 14,337 10,348 15,982,145 6,448 4,645 13,124,407
Others - - 25,302,634 - - 28,238,928
Total 14,337 10,348 41,284,779 6,448 4,645 41,363,335

Note: Based on Pegatron Corporation only. For information of other listed subsidiaries, please refer to their annual

reports.

5.2.6 Sales Quantities and Value of the Last Two Years

Unit: thousands; NT$ thousands

2021 2022
Shipments Year Domestic Export Domestic Export
& Sales
Vi Quantity| Amount | Quantity Amount Quantity| Amount | Quantity Amount
ajor
Products
3C Products 10,009| 96,860,096| 150,477| 1,011,649,962| 7,141| 90,246,594| 142,321| 1,051,751,402
Others -l 1,095,467 - 58,527,577 -l 1,353,999 - 89,034,073
Total 10,009| 97,955,563| 150,477| 1,070,177,539|  7,141| 91,600,593| 142,321| 1,140,785,475

Note: Based on Pegatron Corporation only. For information of other listed subsidiaries, please refer to their annual

reports.

5.3 Status of Employees

Status of employees over the past two years and up to the date of the report

Year 2021 2022 As of 03/10/2023
Others 4.846 5,064 4,985
Number of ’ ’
R&D 3,812 3,743 3,725
Employees
Total 8,658 8,807 8,710
Average Age 37.3 37.9 38.1
IAverage Years of Service 7.2 75 77
Ph.D. 0.24% 0.28% 0.30%
Masters 33.03% 31.27% 31.38%
Education Pachelor's Degree 55.34% 55.56% 55.54%
Senior High School 10.38% 11.66% 11.53%
Below Senior High
School 1.01% 1.23% 1.25%

Note: Based on Pegatron Corporation only. For information of other listed subsidiaries, please refer to their annual

report.
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5.4 Expenditure on Environmental Protection

Total amount of loss (including penalty and violation of environmental laws and
regulations) paid for environmental pollution and stated any responsive actions
and potential expenditure

The most recent year ended on the publication date of the annual report, the Company
does not incur any loss or receive any significant penalty for environmental pollution.
(Significant penalty means the penalty amount of that case is over NT 1,000,000.)
Environmental aspects are identified and managed under an environmental management
system. The management system is certified according to the international standard
ISO14001 (Environmental Management System). There are designated personnel within
the company who are in charge of environmental protection which is in compliance with the
legal requirements. Waste handling and disposal, wastewater management, environmental
measurement and chemicals management have been conducted and controlled according
to management procedures. Besides, we entrust the 3rd parties to measure the
concentration of the emissions and discharges to eliminate environmental pollution and
ensure the compliance with relevant legal regulations. In order to meet the international
regulations and customer requirements, the company implements IECQ QC 080000
(Hazardous Substances Process Management System) to ensure the compliance of its
products. Suppliers are requested to sign statements, provide material testing reports and
guarantee that their products do not contain any environmental hazardous substance. Our
major expenditure on environmental protection includes the costs of pollution control, waste
disposal, environmental monitoring, inspections of hazardous chemicals on products,
environmental management system certification, hiring of dedicated professionals,

environmental trainings and the relevant activities, etc.

5.5 Employee Relations
5.5.1 Employee’s Welfare and Benefit
a. Employee welfare and benefit
Employee welfare and benefit are provided by both the Company and Pegatron
Employee Welfare Committee. Corporate benefit program offered to employees
include group insurance, travel insurance on business trips, meal subsidies, year-end
bonus, performance bonus, etc., while benefit from Pegatron Employee Welfare
Committee includes social clubs, family outlining, company group outlining, bonuses
for three major festivals and different subsidies such as marriage, funeral, scholarship,
etc. The details of welfare and benefit will be announced through announcement,
company website, and email.
b. Training program

We place great emphasis on career planning and talent development for employees by
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encouraging employees to attend internal and external training programs. Internal
training programs include courses for core competency and professional competency
development to enhance employees’ capabilities, while external training programs
include seminars or conferences organized by external parties that provide excellent
training opportunities for employees. We have around 140,000 training hours in 2022.

The average training hour is above 22 hours per employee.

Resources of Learning | Description

New employee e Corporate introduction, corporate culture, and online

orientation orientation programs, HSF, and Occupational Safety
& Health Programs are included to help new
employees know about Pegatron and adapt to the
new work environment

® In order to help new employee be familiar with the
environment and the internal procedures quickly,
each new employee may have one mentor

Core competency We plan training programs of each level’s employees
training which are based on competencies.
Management training We plan management training programs such as new

manager orientation which is based on roles and
responsibilities of supervisors.

Professional competency | Each unit plans professional competency training
training programs which are based on needs of professional
knowledge and skills.

In order to pass down the internal knowledge, train the
Train the trainer training | trainer training is held regularly. And both of e-learning
and classroom training’s instructor are included.
Offers employees over one thousand books to borrow
and read.

Pega e-library

c. Retirement system
Pegatron’s retirement policy is in accordance with the provisions in the Labor
Standards Law and Labor Pension Act of the Republic of China.

d. Employee rights
The Company always emphasizes employee benefits as well as harmonious labor
relations, and we highly value employees’ opinions and feedbacks, which can be
submitted via employee mailbox, conferences and emails. Employees can fully express
their opinions, raising any labor issues to promote and maintain a positive labor
relationship.

e. Employees code of conduct
Pursuing sustainable corporate development and embracing integrity is our highest
guiding principle, and the Company has established Business Ethic Guidelines. Based
on the Business Ethic Guideline, employees are required to strictly follow the moral
standards and advocate honesty, integrity and confidentiality to protect the rights of the

Company and shareholders and enhance the Company’s competitiveness.

5.5.2 Any current or potential loss resulting from labor disputes and prevention actions

for the past year and as of the date of this annual report.
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There have not been any material losses resulting from major labor disputes for the past

year and as of the date of this annual report.

5.6 Management of Information Security
a. Corporate Information Security Governance Organization
To fulfill the demands for our customers and achieve corporate sustainability, Pegatron
Corporation established information security organization to unify the making and
execution of policies along with risk assessment, internal audit and regulatory
compliance. The planning and execution of information security operations with the
implementation of information security policies include the following:
® Review issues relate to information security
® Interdepartmental coordination and integrations.
® Ensure that goals and policies of information security meet the strategy of
organization.
Maintenance and management of information security.
Emergency incidents response.

Audit of information security.

b. Information Security Policy

Pegatron Corporation has issued information security policies to regulate and clarify the
process of operations.

The policy includes below domain:

Information security organization and responsibilities, Personnel safety and
management, Information assets management, Physical and environmental security
management, Communication and Operations Management, Network security
management, System access control, System development and maintenance, Business

continue management, Internal audit.

c. Corporation information security managements and improvements.

To effectively implement information security managements, we have passed the
ISO/IEC 27001:2013 certification in May 2019. Based on the PDCA cycle, we regularly
review operations, assess the risk, conduct Business Continuity Planning drill and

internal audit, etc.

d. Specific management solutions.
High-Availability: We have built additional server room; its infrastructures are also based
on the concept of High-Availability to prevent single point of failure. Aside from physical

facilities, the structure of its core networks and external connections are also based on the
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same concept of High-Availability.

Network Security:

® Implement NGFW, IPS and mail security portal to prevent cyber attack and
malicious mail.

® Implement network segmentation and enhance access control to optimize network

flow and prevent Lateral Movements.

Endpoint Security

® Using inventory management system to effectively seize the status of assets.

® |Install anti-virus software to engage real-time protection, regular scanning and
updating virus pattern.

®  Restrict software installation and the usage of portable storage devices.

Data Security:
® Introduce DRM mechanism for protection and access control to protect confidential
documents.

® Introduce encryption mechanism for data in-transit.

Security Awareness:
® Employees received information security training.

®  Conduct Phishing mail drill regularly.
e. Major information security incidents:

There have been no major information security incidents in recent years and till this

document was printed.
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5.7 Important Contracts
As of 03/10/2023

Agreement | Counterparty Period Major Contents Restrictions
Appointment |ABeam 03/28/2008 ~ [SAP system Should ABeam not complete
Agreement Consulting Ltd to date development and the work specified in the

migration contract, the Company is
entitled to cancel the
contract and request for
punitive damage as well as
other compensation,
provided AMeam is solely
responsible for not
completing the work as
scheduled.
Software NEC Taiwan Ltd [03/07/2012 ~ [Purchase of SAP None
Purchase to date software
Agreement
License SAP Taiwan Co., [03/07/2012 ~ [License of SAP None
Agreement Ltd. to date software
Lease TUNG WEI 10/16/2020 ~ |Lease the building from [None
Agreement CONSTRUCTION (12/31/2025 [TUNG WEI as the
CO., LTD factory.
Lease Koo Foundation [01/01/2020~ |Lease the building from |None
Agreement Sun Yat-Sen 12/31/2027 |Koo Foundation as the
Cancer Center office
Lease TRIOCEAN 09/16/2021~ |Lease the building from [None
Agreement INDUSTRIAL 10/15/2026 |TRIOCEAN
CORPORATION INDUSTRIAL as the
CO., LTD. factory
Lease GENERAL 09/01/2022~ |Lease the building from [None
Agreement ZIPPER 12/31/2027 |GENERAL ZIPPER
MACHINERY MACHINERY as the
CO., LTD. factory
Lease CMP 01/16/2022~ [Lease the building from [None
Agreement Development 05/31/2027 [CMP Development as
Limited the office
Software Acer e-Enabling |12/01/2022 ~|Purchase of Microsoft |None
Purchase Service Business [12/30/2025 |operating system and
Agreement Inc. the related software
License Microsoft Ireland [12/01/2022 ~ |License of Microsoft None
Agreement Operations 11/30/2025 |Office system and the
Limited. related software
Investment China Renewable (6/29/2018 Participate in China None
Agreement Energy Fund GP Renewable Energy
Pte. Ltd., Fund investment
Deutsche Asset
Management
(Hong Kong)
Limited, and
ARA Initial Limited
Investment Gaintech Co. 3/16/2022 Purchase shares of None
Agreement Limited Airoha Technology Corp
from Gaintech Co.
Limited
Lease Suzhou DTW 01/01/2022~ |Lease the hub for None
Agreement Warehouse Co., [12/31/2022 |product storage
Ltd.
Settlement AIG SPECIALTY |03/21/2022 |Reach a settlement with|None
Agreement INSURANCE AIG SPECIALTY
COMPANLY et al. INSURANCE
COMPANLY et al.

Note: Based on Pegatron Corporation only. For information of other listed subsidiaries, please refer to their annual

report.
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6. Financial Information

6.1 Five-Year Financial Summary

6.1.1 Condensed Consolidated Balance Sheet

Unit: NT$ thousands

Year Five-Year Financial Summary (Note)
ltem 2018 2019 2020 2021 2022
Current assets 482,805,097| 475,833.911| 582,130,864| 564,850,826| 502,487,782
Funds & Investments 246423 256,093 351.450| 25,615,113 31,435,250
Property, plant and 87,605,762 80,248,760 83,385,274| 69,736,530 79,689,609
equipment
Intangible assets 1475872 1,297,891 386,975 208,186 225014
Other assets 12,217,461| 12,883,138 18,092,046 16,359,708| 22,385,132
Total assets 584,350,615 570,519,793| 684,346,609| 676,770,363| 636,222,787
Before 370,401,314| 345,586,659 444,312,180| 428,588,053| 365,435,996
Current Distribution
liabilities  After 379.542,893| 357,335,222 456.295,111| 441,931,356|Undistributed
Distribution
Non-current liabilities 27,502,518| 31,687,621 41,093,907 53,915433| 56,218,528
Before 397,903,832| 377,274,280| 485,406,087| 482,503,486 421,654,524
Total Distribution
liabilities  After 407,045,411| 389,022,843| 497,389,018| 495 846,789|Undistributed
Distribution
Equity 150,028,838| 157,665,062| 162,594,581| 166,604,545 182,488,565
Share capital 26,123,773| 26,110,919 26,628,737| 26,691,316| 26,676,337
Capital surplus 80,676,330 81,052,101| 83,008,347| 83,321,308 83,352,004
. Before 51,627,273 61,799,379 69,970,357| 78,226,029 80,059,864
Retained [Distribution
earnings - After 42,485,694 50,050,816| 57,987,426| 64,882,726|Undistributed
Distribution
Other equity interest (8,393,564)| (11,294,337)| (17,012,860)| (21,631,550)| (7,592,537)
Treasury stock (4,974) (3,000) - (2,558) (7,103)
Non-controlling 36,417,945 35580451 36345941 27,662,332 32,079,698
interests
Before 186,446,783| 193,245,513| 198,940,522 194,266,877| 214,568,263
Total Distribution
Equity — After 177,305,204| 181,496,950 186,957,591| 180,923,574|Undistributed
Distribution

Note: Above financial information has been audited by CPA.
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6.1.2 Condensed Consolidated Statement of Comprehensive Income

Unit: NT$ thousands

Year

ltem

Five-Year Financial Summary (Note)

2018

2019

2020

2021

2022

Operating revenues

1,340,002,031

1,366,287,326

1,399,332,906

1,261,383,861

1,317,599,154

Gross profit

40,768,545

45,105,358

49,604,249

46,801,457

57,283,420

Results from
operating activities

11,930,623

16,906,266

19,062,736

17,305,669

25,384,772

Non-operating
income and
expenses

3,125,644

8,561,639

10,380,547

11,297,387

2,813,757

Profit before tax

15,056,267

25,467,905

29,443,283

28,603,056

28,198,529

Profit (loss) from
continuing
operations

11,116,099

18,284,108

22,419,552

25,504,308

21,406,075

Profit (loss) from
discontinued
operations

(477,214)

(243,116)

Profit (loss)

11,116,099

18,284,108

22,419,552

25,027,094

21,162,959

Other
comprehensive
income (after tax)

1,776,451

(4,023,062)

(4,814,250)

(3,267,163)

13,783,676

Comprehensive
income

12,892,550

14,261,046

17,605,302

21,759,931

34,946,635

Profit (loss),
attributable to
owners of parent

11,114,866

19,317,741

20,207,598

20,545,643

15,096,180

Profit (loss),
attributable to non-
controlling interests

1,233

(1,033,633)

2,211,954

4,481,451

6,066,779

Comprehensive
income, attributable
to owners of parent

13,096,757

15,889,966

15,462,872

17,354,177

28,516,320

Comprehensive
income, attributable
to non-controlling
interests

(204,207)

(1,628,920)

2,142,430

4,405,754

6,430,315

Basic earnings per
share

4.25

7.40

7.73

7.71

5.66

Note: Above financial information has been audited by CPA.
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6.1.3 Condensed Individual Balance Sheet

Unit:

NT$ thousands

Year Five-Year Financial Summary (Note)
ltem 2018 2019 20120 2021 2022
Current assets 560,145,033| 576,874,914| 509,195,078| 565,204,693| 568,371,268
Funds & Investments | 129,941,116| 138,654,566 147,643,776| 179,558,218 201,342,799
Property, plant and 7,384,642 8,123,507| 10,182,540| 10,529,131 9,816,894
equipment
Intangible assets 293,045 143,655 92,409 118,522 115,105
Other assets 1,546,820 1,910,403| 4,859,180 1,326,277| 1,367,762
Total assets 699,310,656 725,707,045| 671,972,983| 756,736,841| 781,013,828
Before 534,208,466 547,410,312| 481,384,680| 551,975,918| 563,043,584
Current |Distribution
liabilities (After | g3 350 045| 559.158,875| 493.367.611| 565.319,221| Undistributed
Distribution
Non-current liabilites | 15,073,352| 20,631,671| 27,993,722| 38,156,378 34,581,679
Before 549,281,818 568,041,983| 509,378,402| 590,132,296| 598,525,263
Total Distribution
liabilities (After | geg 453 397| 579,790,546 521,361,333| 603.475,599| Undistributed
Distribution
Equity NA NA NA NA NA
Share capital 26,123,773| 26,110,919| 26,628,737| 26,691,316| 26,676,337
Capital surplus 80,676,330 81,052,101 83,008,347| 83,321,308 83,352,004
Before 51,627,273 61,799,379 69,970,357| 78,226,029 80,059,864
Retained |Distribution
earnings |After 42,485,694| 50,050,816| 57,987,426| 64,882,726|Undistributed
Distribution
Other equity interest (8,393,564)| (11,294,337)| (17,012,860)| (21,631,550)| (7,592,537)
Treasury stock (4,974) (3,000 - (2,558 (7,103
_Non-controlling NA NA NA NA NA
interests
Before 150,028,838| 157,665,062| 162,594,581| 166,604,545| 182,488,565
Total Distribution
Equity |After 140,887,259| 145,916,499| 150,611,650| 153,261,242| Undistributed
Distribution

Note: Above financial information has been audited by CPA.
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6.1.4 Condensed Individual Statement of Comprehensive Income

Unit: NT$ thousands

Year Five-Year Financial Summary (Note1)

Iltem 2018 2019 2020 2021 2022
Operating revenues 1,234,333,298| 1,264,832,885| 1,246,781,505| 1,168,133,102| 1,232,386,068
Gross profit (Note 2) 17,785,437 24,130,535 18,045,943 15,262,138 28,949,608
Results from 5,163,823| 11,715,347 4,537,702 2,373,347 15,235,324
operating activities
Non-operating income 6,579,206|  9,788,009|  16,890,111| 18,690,347 2,676,356
and expenses
Profit before tax 11,743,029 21,503,446 21,427,813 21,063,694 17,911,680
Profit (loss) from 11,114,866| 19.317,741|  20,207,508| 20,545643| 15,096,180
continuing operations
Profit (loss) from
discontinued - - - - -
operations
Profit (loss) 11,114,866 19,317,741 20,207,598 20,545,643 15,096,180
Other comprehensive 1,081,801 (3,427,775)|  (4,744,726)]  (3,191,466)| 13,420,140
income (after tax)
ﬁgg“rﬁfhens“’e 13,096,757| 15,889,966 15462,872| 17,354,177| 28,516,320
Profit (loss),
attributable to owners NA NA NA NA NA
of parent
Profit (loss),
attributable to non- NA NA NA NA NA
controlling interests
Comprehensive
income, attributable to NA NA NA NA NA
owners of parent
Comprehensive
income, attr!butable to NA NA NA NA NA
non-controlling
interests
Basic earnings per 4.25 7.40 7.73 7.71 5.66

share

Note 1: Above financial information has been audited by CPA.
Note 2: Gross profit included realized (unrealized) profits from affiliated companies.

6.1.5 Auditing by CPA from 2018 to 2022

Year CPA Firm CPA's Name Auditing Opinion
2018 |KPMG Kuo-Yang Tseng & Chi-Lung Yu Unqualified
2019 [KPMG Kuo-Yang Tseng & Chi-Lung Yu Unqualified
2020 [KPMG Kuo-Yang Tseng & Chi-Lung Yu Unqualified
2021 |KPMG Kuo-Yang Tseng & Chi-Lung Yu Unqualified
2022 [KPMG Kuo-Yang Tseng & Chi-Lung Yu Unqualified
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6.2 Five-Year Financial Analysis

6.2.1 Consolidated Financial Analysis
Year (Note1) Five-Year Financial Analysis
Item (Note 2) 2018 2019 2020 2021 2022
Capital |Debt ratio 68.09 66.13 70.92 71.29 66.27|
e . B A ot 24079 27447 28119 34608 32522
Current ratio (%) 130.35( 137.69 131.01 131.79] 137.50
Solvency [Quick ratio (%) 83.82l 105.36) 91.57 96.17 81.32
Times interest earned (Times) 6.80 8.98 17.71 30.76 15.58
f\TCi;O;‘S”)tS receivable turnover 762 669 647 532 635
Average collection period 47.90 54.56 56.41 68.61 57.48
Inventory turnover (Times) 8.55 9.25 9.48 7.46 6.66
Operg_xting Ac_counts payable turnover 6.26 592 568 463 5.48
ability |(Times)
Average days in sales 42.69 39.46 38.50 48.92 54.80
er?]%‘f/g{’(ﬁ'ifn”;s ;"”d equipment 15300 17.03 1678  18.08]  16.53
Total assets turnover (Times) 2.29 2.39 2.04 1.86 2.07
Return on total assets (%) 2.46 3.61 3.79 3.86 3.49
Return on stockholders' equity (%) 6.07 9.63 11.43 12.97 10.47
Profitability|Pretax profit to paid-in capital (%) 57.63 97.54] 110.56] 107.16f 105.70
Net profit margin (%) 0.83 1.34 1.60 2.02 1.62
Basic earnings per share ($) 4.25 7.40 7.73 7.71 5.66
Cash flow ratio (%) (Note 3) 22.42] (Note 3) 14.82 5.22
Cash flow |Cash flow adequacy ratio (%) 58.65 97.96 58.34 50.64 74.44
Cash reinvestment ratio (%) (Note 3) 21.58| (Note 3) 15.25 0.94
Operating leverage 2.38 210 1.96 1.79 1.58
Leverage
Financial leverage 1.28 1.23 1.10 1.06 1.08

activity.

Analysis of financial ratio change in the last two years.
1. Times interest earned: The ratio decreased in 2022 due to the increase in interest expense.
2. Basic earnings per share: The ratio decreased in 2022 due to the decrease in net income.

3. Cash flow ratio: The ratio decreased in 2022 due to the decrease in net cash inflow from operating

4. Cash flow adequacy ratio: The ratio increased in 2022 due to the increase in net cash flow from operating
activity in the past 5 years.
5. Cash reinvestment ratio: The ratio decreased in 2022 due to the decrease in net cash inflow from
operating activity.

Note 1: Financial report of each year has been audited by CPA firm.
Note 2: Equations:
1. Capital Structure

(1) Debt ratio = Total liability / Total assets

(2) Ratio of long-term capital to property, plant and equipment = (Net shareholders’ equity + Long-term liability) /

Net property, plant and equipment

2. Solvency

(1) Current ratio: Current assets / current liability
(2) Quick ratio = (Current assets — Inventory — Prepaid expense) / current liability
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(3) Times interest earned = Net income before tax and interest expense / Interest expense of the year
3. Operating ability
(1) Account receivable turnover (including accounts receivable and notes receivable derived from business
operations) = Net sales / Average accounts receivable (including accounts receivable and notes receivable derived
from business operation)
(2) Days sales in accounts receivable = 365 / Account receivable turnover
(3) Inventory turnover = Cost of goods sold / Average inventory amount
(4) Account payable turnover (including accounts payable and notes payable derived from business operation) =
Cost of goods sold / Average accounts payable (including accounts payable and notes payable derived from
business operation)
(5) Average days in sales = 365 / Inventory turnover
(6) Fixed assets turnover = Net sales / Net fixed assets
(7) Total assets turnover = Net sales / Total assets
4. Profitability
(1) Return on assets = (Net income (loss) + interest expense x (1-tax rate)) / Average total assets
(2) Return on shareholders’ equity = Net income (loss) / Net average shareholders’ equity
(3) Return to issued capital stock = Net income before tax / Issued capital stock
(4) Profit ratio = Net income (loss) / Net sales
(5) Basic earnings per share = (Net income — preferred stock dividend) / Weighted average stock shares issued
5. Cash flow
(1) Cash flow ratio = Bet cash flow from operating activity / Current liability
(2) Cash flow adequacy ratio = Net cash flow from operating activity in the past 5 years / (Capital expenditure +
Inventory interest + Cash dividend) in the past 5 years
(3) Cash + reinvestment ratio = (Net cash flow from operating activity — Cash dividend) / (Fixed assets + Long term
investment + Other assets + Working capital)
6. Balance
(1) Degree of operating leverage = (Net operating income — Variable operating cost and expense) / Operating
income(note6)
(2) Degree of financial leverage = Operating income / (Operating income — interest expense)
Note 3: The analysis of negative cash flow from operating activities is meaningless.
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6.2.2 Individual Financial Analysis

Year (Note1) Five-Year Financial Analysis
Item (Note 2) 2018 2019 2020 2021 2022
Capital |Debt ratio 78.55 78.27] 75.80 77.98 76.63
A et o e ot | 2:234.58] 2.192.96) 1,868.08| 1,040.30] 2.203.55
Current ratio (%) 104.86| 105.38( 105.77] 102.39 100.78
Solvency |Quick ratio (%) 95.45 99.60] 98.18 95.04 91.93
Times interest earned (Times) 8.20 13.48 26.42 38.18 18.86
f\TCi‘rf;‘s”)tS receivable turnover 706 688 668 561 619
Average collection period 45.85 53.05] 54.64 65.06 58.96
Inventory turnover (Times) 27.88 29.97] 35.95 29.67 26.12
Oper_a}ting Agcounts payable turnover 3.95 279 289 274 2 64
ability |(Times)
Average days in sales 13.09 12.18 10.15 12.30 13.97]
Ejrr?]%‘f/rg’(ﬁ'i‘:‘;’s ‘;"”d equipment 167.15| 155.70| 122.44 11094 12553
Total assets turnover (Times) 1.77 1.74 1.85 1.54 1.57
Return on total assets (%) 2.06 2.90 2.98 2.93 2.06
Return on stockholders' equity (%) 7.51 12.56 12.61 12.48 8.64
Profitability[Pretax Profit to paid-in capital (%) 44.95 82.35 80.46 78.91 67.14
Net profit margin (%) 0.90 1.53 1.62 1.75 1.22
Basic earnings per share ($) 4.25 7.40 7.73 7.71 5.66
Cash flow ratio (%) (Note 3) 7.31| (Note 3) 513 0.77
Cash flow |Cash flow adequacy ratio (%) 40.46 75.34] 49.64 13.41 20.16
Cash reinvestment ratio (%) (Note 3) 17.21| (Note 3) 7.95 (Note 3)
Operating leverage 1.14 1.08 1.21 1.52 1.08
Leverage [— -
Financial leverage 1.46 1.17 1.22 1.31 1.07]

Analysis of financial ratio change in the last two years.
Times interest earned ratio: The ratio decreased in 2022 due to the increase in interest expense.
Return on total assets: The ratio decreased in 2022 due to the decrease in net income.
Return on stockholders' equity: The ratio decreased in 2022 due to the decrease in net income.
Net profit margin: The ratio decreased in 2022 due to the decrease in net income.
Basic earnings per share: The ratio decreased in 2022 due to the decrease in net income.
Cash flow ratio: The ratio decreased in 2022 due to the decrease in net cash inflow from operating
activity.
Cash flow adequacy ratio: The ratio increased in 2022 due to the increase in net cash flow from
operating activity in the past 5 years.
8. Cash reinvestment ratio: The ratio decreased in 2022 due to the decrease in net cash inflow from
operating activity.
9. Operating leverage: The ratio decreased in 2022 due to the increase in operating income.
Note 1: Financial report of each year has been audited by CPA firm.
Note 2: Equations:
1. Capital Structure
(1) Debt ratio = Total liability / Total assets
(2) Ratio of long-term capital to property, plant and equipment = (Net shareholders’ equity + Long-term liability) /
Net property, plant and equipment
2. Solvency
(1) Current ratio: Current assets / current liability
(2) Quick ratio = (Current assets — Inventory — Prepaid expense) / current liability
(3) Times interest earned = Net income before tax and interest expense / Interest expense of the year
3. Operating ability
(1) Account receivable turnover (including accounts receivable and notes receivable derived from business
operations) = Net sales / Average accounts receivable (including accounts receivable and notes receivable derived
from business operation)

ooRrwh =

N
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(2) Days sales in accounts receivable = 365 / Account receivable turnover
(3) Inventory turnover = Cost of goods sold / Average inventory amount
(4) Account payable turnover (including accounts payable and notes payable derived from business operation) =
Cost of goods sold / Average accounts payable (including accounts payable and notes payable derived from
business operation)
(5) Average days in sales = 365 / Inventory turnover
(6) Fixed assets turnover = Net sales / Net fixed assets
(7) Total assets turnover = Net sales / Total assets
4. Profitability
1) Return on assets = (Net income (loss) + interest expense x (1-tax rate)) / Average total assets
) Return on shareholders’ equity = Net income (loss) / Net average shareholders’ equity
) Return to issued capital stock = Net income before tax / Issued capital stock
) Profit ratio = Net income (loss) / Net sales
) Basic earnings per share = (Net income — preferred stock dividend) / Weighted average stock shares issued
5. Cash flow
(1) Cash flow ratio = Bet cash flow from operating activity / Current liability
(2) Cash flow adequacy ratio = Net cash flow from operating activity in the past 5 years / (Capital expenditure +
Inventory interest + Cash dividend) in the past 5 years
(3) Cash + reinvestment ratio = (Net cash flow from operating activity — Cash dividend) / (Fixed assets + Long term
investment + Other assets + Working capital)
6. Balance
(1) Degree of operating leverage = (Net operating income — Variable operating cost and expense) / Operating
income(note6)
(2) Degree of financial leverage = Operating income / (Operating income — interest expense)
Note 3: The analysis of negative cash flow from operating activities is meaningless.

(
(2
3
(4
5
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6.3 Audit Committee’s Report in the Most Recent Year

Pegatron Corporation

Audit Committee’s Review Report

Date: March 14, 2023

The Board of Directors has prepared the Pegatron Corporation’s (“the Company)” 2022
Business Report, financial statements, and proposal for earning distribution. The CPA firm of
KPMG was retained to audit the Company’s financial statements and has issued an audit report
relating to the financial statements. The above Business Report, financial statements, and
earning distribution proposal have been examined and determined to be correct and accurate
by the Audit Committee members of Pegatron Corporation. According to Article 14-4 of
Securities and Exchange Act and relevant requirement of the Company Law, we hereby submit

this report.

Pegatron Corporation

Chairman of the Audit Committee: C. Lin
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6.4 Consolidated Financial Statements of the Parent Company and Subsidiary in the
Most Recent Year:

Please refer to Attachment I.

6.5 Non-Consolidated Financial Statements of the Most Recent Year:

Please refer to Attachment II.

6.6 Financial Difficulties Encountered By the Company and the Related Party in the Most
Recent Year and Up to the Date of the Annual Report: None.
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7. Review of Financial Position, Management Performance and Risk Management
7.1 Analysis of Financial Status — Consolidated

Unit: NT$ thousands; %

Year Difference
Item 2022 2021 Amount %
Current Assets 502,487,782| 564,850,826| (62,363,044)  (11.04%)
Funds & Investments 31,435,250, 25,615,113 5,820,137, 22.72%
Property, plant and
equipment 85,899,728/ 76,006,422 9,893,306 13.02%
Intangible Assets 225,014 208,186 16,828 8.08%
Other Assets 16,175,013 10,089,816/ 6,085,197 60.31%
Total Assets 636,222,787 676,770,363| (40,547,576) (5.99%)
Current Liabilities 365,435,096 428,588,053| (63,152,057)  (14.73%)
Long-term Liabilities 44,602,419 47,080,017| (2,477,598) (5.26%)
Other Liabilities 11,616,109| 6,835,416 4,780,693 69.94%
Total Liabilities 421,654,524 482,503,486| (60,848,962)  (12.61%)
Capital stock 26,676,337| 26,691,316 (14,979) (0.06%)
Capital surplus 83,352,004/ 83,321,308 30,696 0.04%
Retained Earnings 80,059,864 78,226,029 1,833,835 2.34%
Other Adjustments 24,480,058 6,028,224 18,451,834  306.09%
Total Stockholders’ Equity | 214 568,263 194,266,877| 20,301,386 10.45%

IAnalysis of changes in financial ratios:

1.  Funds & Investments: The increase is due to increase in investment in subsidiaries.

2.  Other Assets: The increase is due to increase in advance payment for equipment.

3.  Other Liabilities: The increase is due to the increase of non-current contract liabilities
and other non-current liabilities.

4.  Other Adjustments: The increase is due to the increase of other equity interest.

e Effect of change on financial condition:

No significant changes on the Company’s financial condition.

e Future response actions: Not applicable.
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7.2 Analysis of Operating Results - Consolidated

Unit: NT$ thousands; %

Year Difference
Item 2022 2021 Amount %
Net Sales 1,317,599,154( 1,261,383,861| 56,215,293 4.46%
Cost of Sales 1,260,315,734| 1,214,582,404| 45,733,330 3.77%
Gross Profit 57,283,420 46,801,457| 10,481,963 22.40%
Operating Expense 31,898,648 29,495,788 2,402,860 8.15%
Results from operating activities 25,384,772 17,305,669 8,079,103 46.68%
Non-operating Income and Expenses 2,813,757 11,297,387| (8,483,630) (75.09%)
Profit Before Tax 28,198,529 28,603,056| (404,527) (1.41%)
Income Tax Expense 6,792,454 3,098,748 3,693,706 119.20%
Loss on discontinued operations (243,116) (477,214) 234,098 (49.06%)
Profit for the year 21,162,959 25,027,094 (3,864,135) (15.44%)
Other Comprehensive Income(loss) 13,783,676 (3,267,163) 17,050,839 (521.89%)
Total Comprehensive Income 34,946,635 21,759,931 13,186,704 60.60%

Analysis of changes in financial ratios:

1. Gross Profit: The increase is due to the increase of sales.
2.  Results from operating activities: The increase is due to the increase of sales.
3.  Non-operating Income and Expenses: The decrease is due to the decrease of other

gains and losses.

4. Income Tax: The increase is due to the increase of profit before tax.

5.  Loss on discontinued operations: The decrease is due to the closure of department.

6 Other comprehensive income: The increase is due to the increase of exchange
differences on translation of foreign statements.

7.  Total comprehensive income: The increase is due to the increase of other

comprehensive income.
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7.3 Analysis of Cash Flow

7.3.1 Cash Flow Analysis for the Current Year — Consolidated

Unit: NT$ thousands; %

Year Difference
ltem 2021 2022 Amount %

Cash flows from operating activities 63,543,734 19,091,954 (44,451,780) 69.95

Cash flows from investing activities (45,170,488) (25,703,921)] 19,466,567 43.10

Cash flows from financing activities (30,826,168) (29,952,809) 873,359 2.83

Analysis of changes in financial ratios:
1.

2.

3.

Cash flows from operating activities: The decrease in cash flow was due to increased
inventories from strategic purchasing as compared to the previous year.

Cash flows from investing activities: The increase was due to no disposal of subsidiaries
as compared to the previous year.

Cash flows from financing activities: The increase was due to decreased in repayments of
long-term loans as compared to the previous year.

7.3.2 Remedy for Cash Deficit and Liquidity Analysis:

In light of positive cash flows, remedial actions are not required.

7.3.3 Cash Flow Analysis for the Coming Year: Not applicable.

7.4 Major Capital Expenditure Items: None.

7.5 Investment Policy in the Last year, Main Causes for Profits or Losses, Improvement

Plans and the Investment Plans for the Coming Year

The Company’s long-term investment accounted for under equity method is mostly for
strategic investment. In 2022, the investment income under equity method reached
NT$3,680,616 thousand dollars, which represents a decline compared with the previous
year, mainly due to Mainland China’s lockdown policy and foreign exchange rate fluctuation.
Going forward, the Company will continue focusing on strategic investment and carefully
assessing the financial risks and investment returns in order to maximize the value for the

Company.

7.6 Analysis of Risk Management

7.6.1 Effects of Changes in Interest Rates, Foreign Exchange Rates and Inflation of

Corporate Finance, and Future Response Measures

(1) Interest Rate
The Company’s interest rate risks mainly arise from the short-term loans made from
banks and the short-term capital management for working capital needs. In order to
reduce the risks of interest rates, especially relating to bank loans, the Company
contacts banks on the regular basis, studies the trend of interest rate and negotiates

for the best interest rate for the Company. As for short-term capital management,
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the Company mainly invests in financial instruments of fixed deposit, which not only
secures the capital but also reduces associated risks.
(2) Foreign Exchange Rate

The Company adopts a prudent approach towards foreign exchange strategy. Since
the Company’s sales and purchases are denominated mainly in US dollars, the risks
are naturally hedged. However, significant changes in foreign exchange rate may
cause adverse impact to the financial conditions of the Company (i.e. the depreciation
of USD), the responsive measures to potential foreign exchange risk are taken as
follows:

a. Collecting market information for analysis and risk evaluation, contacting banks on
a regular basis to be fully aware of the trend of foreign exchange rate, and
adjusting financial positions in foreign currency when necessary.

b. Securing reasonable profits by taking foreign exchange into consideration when
providing quotations for sales.

(3) Inflation

According to the statistics released by the Directorate-General of Budget, Accounting

and Statistics, Executive Yuan, the consumer price index and wholesale price index

increased by 2.95% and 12.43% respectively in 2022, as the result of both Import

Price Index(IPI) and Export Price Index(EPI) rose simultaneously, which did not have

significant impact on the Company’s financial conditions in 2022. The Company

observes the changes of market price at all times and adjusts selling price or inventory

levels when necessary.

7.6.2 Policies, Main Causes of Gain or Loss and Future Response Measures with Respect
to High-Risk, High-Leverage Investment, Loaning or Endorsement Guarantees and
Derivatives Transactions
(1) High-Risk, High-Leverage Investment
In 2022 and as of the date of this annual report, the Company has not conducted any
high-risk and/or high-leverage investment.

(2) Loaning or Endorsement Guarantees
The Company conducts loaning or endorsement guarantees according to the internal
policy “Procedures for Loaning of Funds and Making of Endorsements / Guarantees”.
Procedures and risk evaluation are conducted in accordance with this policy.

(3) Derivatives Transactions
The Company did not conduct any derivative transactions in 2022. Shall such needs
arise due to business operation, the transaction will be processed in accordance with
the Company’s internal policy “Procedures for the Acquisition and Disposal of Assets”.

The derivative transactions conducted by the Company’s subsidiaries are for hedging
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purpose. For non-hedging transactions, subsidiaries will handle cautiously.
7.6.3 Future Research & Development Projects and Corresponding Budget
The Company focuses on the development of products that are integrated with high
added value based on the Company’s product roadmap. Going forward, it is estimated
that around NT$11.7 billion will be spent on product research and development and
pursuing leading position in core business by controlling factors such as talent, capital,

technology, etc.

7.6.4 Effects of and Response to Changes in Policies and Regulations Relating to
Corporate Finance and Sales
The Company complies with regulations associating with corporate governance,
company law, security law and other important sources of regulations. In addition, the
Company also monitors material changes in governing regulations and laws and be fully
aware of the changes in the markets. In 2022 and as of the date of this annual report,

there were no such risks to the Company.

7.6.5 Effects of and Response to Changes in Technology (including Risk of Information
Security) and in Industry Relating to Corporate Finance and Sales
The Company pays attention to the changes in technologies and in industry at all time so
as to be fully aware of the market trend and evaluate any potential impact on the
operations of the Company. No material changes of technologies have brought any
adverse impact to the financial conditions of the Company.
The Company established an information security management organization to identify
and control information security risks to protect information assets from various security
threats. Currently, the risks identified are under control and no material impact to
business operation.
The Company establishes Information Security organization and implements
management cycle. High value assets have been identified by risk assessment method
and are put under control measurements to avoid security threats to ensure the
operation of company. After assessments, all risks are deemed under control and have

no impact to major operations.

7.6.6 The Impact of Changes in Corporate Image on Corporate Risk Management, and
the Company’s Response Measures
Since the date of incorporation, the Company has been having a positive corporate image
and complying with relevant laws and regulations. In 2022 and as of the date of this

annual report, there were no such risks for the Company.
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7.6.7 Expected Benefits and Risks Relating to and Response to Merger and Acquisition
Plans
In 2022 and as of the date of this annual report, the Company did not have any plans for

mergers and acquisitions and there were no such risks for the Company.

7.6.8 Expected Benefits and Risks Relating to and Response to Factory Expansion Plans
The Company takes factors such as global economy, industry outlook, market demand
and customers’ order forecast into consideration when planning factory and capacity
expansion. In 2022 and as of the date of this annual report, the benefits of expansion

plan meet the Company’s expectation.

7.6.9 Risks Relating to and Response to Excessive Concentration of Purchasing Sources

and Excessive Customer Concentration

The Company’s core business is design, manufacturing and services of 3C products, and

according to the industry practice, the Company tends to purchase raw material and sell

the finished goods to the same party.

a. Source of Purchase
Per ODM/EMS industry practice, major customers, in order to control product quality
and reduce cost of key components, will request the Company to purchase key
components from specific supplier(s) and sell back to the customer after assembly.
Therefore, purchase of material and sales of finished goods are concentrated to
specific customer(s). The Company maintains more than two qualified raw material
suppliers to ensure supply flexibility and pricing advantages so as to achieve cost
reduction. In conclusion, The Company does not have risks associating with excessive
concentration of supply.

b. Sales of Products
The Company continues engaging new customers, enhancing technologies and
improving manufacturing process. In addition to existing customers, the Company
endeavors to expand customer portfolio, develop new products to meet the versatile

market demands and reduce concentration risks.

7.6.10 Effects of Risks Relating to and Response to Large Share Transfer or Changes in
Shareholdings by Directors, Supervisors, or Shareholders with Shareholding of
over 10%
The value of Pegatron shareholders’ investment may be reduced by possible future sales
of Pegatron shares by the major shareholders.

As of the date of this annual report, Asustek Computer Inc. owns around 16.81% of
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Pegatron total outstanding shares. Asustek has reiterated its intention to gradually and
orderly reduce its equity interest in Pegatron. Pegatron will work closely with Asustek to
complete their contemplated disposals of Pegatron shares in a way that would minimize

the negative impact on the price of Pegatron shares and other shareholders.

7.6.11 Effects of Risks Relating to and Response to Changes in Control over the
Company
By the end of 2009, the Company was owned 100% by Asustek and the shareholding
reduced dramatically after the spin-off plan in 2010. The operation of the Company has
become more transparent after the spin-off and acceptable by customers, which is
considered a positive factor in business development. In addition, the Company has
formed a management team to manage the Company’s operation and does not have

risks associating with the changes in control over the Company.

7.6.12 Litigation or Non-litigation Matters
In 2022 and as of the date of this annual report, the Company did not engage in litigation
or non-litigation matters that had significant impacts on shareholders’ right or security
prices. For litigation or non-litigation matter for major shareholder with 10% or more
holding (as of the date of this annual report, Asustek Computer Inc. is the only shareholder
with more than 10% of shareholding), please refer to the major shareholder’s annual

report.
7.7 Other Major Risks

In 2022 and as of the date of this annual report, the Company did not have any other

major risks.
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8. Other Special Notes

8.1 Summary of Affiliated Companies
8.1.1 Affiliated Companies Chart

As of 12/31/2022
PEGATRON
CORPORATION
100% 100% 100% 100% 100% 100% 100% 99.9%% 100% 100%
PEGATRON PEGATRON PEGATRON
PESS:";\J%N SERVICE P‘:EF(’Ji(l;\lglIJ_’ggl‘\(N VETNAM PEGATRON | TECHNOLOGY HAY Tech:?)?: tro?exas Tec::glztmr;ndia Pegatron USA, Inc Pegatron
HOLDNG BV AUSTRALIAPTY. INDONESIA COMPANY HOLDING LTD  |PHONG COMPANY| Ingy Privat L?n\:ite ¥ 9 "] Electronics Inc.
o LTD. LIMTED LIMTED '
100% 100% 100% 100% 100% 100% 100% 9% 100% 100%
MAGNIFICENT | DIGITEK GLOBAL ASLINK COTEK PIOTEK POWTEK GRAND UPRIGHT
PEGATS]N Czech BRIGHTNESS HOLDINGS Z%?B?;GGSL(L)?SL PRECISION T?_TMﬁ)Tlé%RK HOLDINGS HOLDINGS HOLDINGS TECHNOLOGY
o LIMTED LIMTED ’ CO.LTD. LIMTED LIMITED(Cayman) LIMTED LIMTED
100% 100% 100% 100% 100% 100% 100% 100%
MAINTEK Digitek ( PEGAGLOBE Pegaglobe COTEK

Protek (ShangHai) PIOTEK HOLDING [Powtek (Shanghai)

COMPUTER(SUZH|  Chongging ) I (KUNSHAN) CO., |Investment(Jiangsu|ELECTRONICS(SU
0U)CO. LTD. Limited Limied LTD. jCold | zouco.Lto. | WMTED Co, L.
100% 100% 100%
Chonggin: PIOTEK
Zuanshuc?(%rag o PIOTEK(H) | COMPUTER
pr 9 TRADING LIMTED | (SUZHOU) CO.,

LTD.
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PEGATRON
CORPORATION

(From Page 158)

100% 100% 100% 100%
UNIHAN HOLDING | AMA PRECISION | Pegapower Pegatron
LTD INC Investment Co., Investment Co.,
: : Ltd. Ltd.
100% 100%
CASETEK
e
LIMITED P - -
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LIMITED (SUZHOU) LIVITED LTD. U MITED (Chongging) CO.,
CO.,LTD. LTD.
100%
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ELECTRONICS
(KUNSHAN)
CO.,LTD.
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PEGATRON
CORPORATION

(From Page 158)

23.41%
AZURE WAVE
TECHNOLOGIES,
INC.
100% 100% 100% 100%
EZWAVE AZWAVE L%Z:T'TEG AZUREWAVE
TECHNOLOGIES, HOLDING TECHNOLOGIES. | TECHNOLOGIES
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TECHNOLOGIES NG *| CORPORATION
(SHANGHAD INC. |\ (o) (SHANGHAI)
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PEGATRON
CORPORATION

(From Page 158)

100% 100% 100%
ASUSPOWER ASUS ASUSTEK
INVESTMENT INVESTMENT INVESTMENT
CO.LTD. CO.,LTD. CO.,LTD.
ASUSPOWEF 0.01% 0.00% 2.29% 22.43% 7.83% 50% 12.27%
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Ausu 46.90% 32.94% 30% 100% 13.28% 100%
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LTD.
100% 100% 100% 100% 100% 100% 100%
BEAUTYTECH BeautyTech FacialBeau
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ASUSPOWER
ASUSTEK

Ausu

PEGATRON
CORPORATION

(From Page 158)

100% 100% 100%
ASUSPOWER ASUS ASUSTEK
INVESTMENT INVESTMENT INVESTMENT
CO.,LTD. CO.,LTD. CO..LTD.
100.00% 31.23% 100.00% 50.22% 100.00% 100.00% 100.00% 4.58%
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PEGATRON
CORPORATION

(From Page 158)
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8.1.2 Business Scope of Pegatron and Its Affiliated Companies
Pegatron’s affiliates support the Company’s core business in providing design,
manufacturing and services (DMS) of computing, consumer electronics and
communication products. Some of Pegatron’s affiliated companies are focused on
investing in related companies in the industry. Pegatron and its affiliates provide mutual
support in technology, capacity and services to maximize synergy within the group,
enabling Pegatron to provide its customers with the most complete and comprehensive

services.

8.2 Private Placement Securities in the Most Recent year: None.

8.3 The Shares of the Company Held or Disposed of by the Subsidiaries in the Most

Recent year: None.

8.4 Any Other Special Notes to be specify: None.

8.5 Any Events in 2022 and as of the Date of this Annual Report that had Significant

Impacts on Shareholders’ Right or Security Prices as Stated in Item 2 Paragraph 2

of Article 36 of Securities and Exchange Law of Taiwan: None.
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Attachment I

(English Translation of Financial Report Originally Issued in Chinese)

PEGATRON CORPORATION AND ITS SUBSIDIARIES
CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

(With Independent Accountants’ Audit Report Thereon)
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Representation Letter

The entities that are required to be included in the combined financial statements of Pegatron Corporation as of
and for the year ended December 31, 2022 under the Criteria Governing the Preparation of Affiliation Reports,
Consolidated Business Reports, and Consolidated Financial Statements of Affiliated Enterprises are the same as
those included in the consolidated financial statements prepared in conformity with International Financial
Reporting Standards No. 10, "Consolidated Financial Statements. " endorsed by the Financial Supervisory
Commission of the Republic of China. In addition, the information required to be disclosed in the combined
financial statements is included in the consolidated financial statements. Consequently, Pegatron Corporation
and Subsidiaries do not prepare a separate set of combined financial statements.

Company name: Pegatron Corporation
Chairman: Tzu-Hsien Tung
Date: March 14, 2023
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Independent Auditors’ Report

To the Board of Directors of Pegatron Corporation:
Opinion

We have audited the consolidated financial statements of Pegatron Corporation and its subsidiaries (“the
Group”), which comprise the consolidated statement of financial position as of December 31, 2022 and 2021,
and the consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the years then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, based on our audits and the reports of other auditors (please refer to Other Matter paragraph), the
accompanying consolidated financial statements present fairly, in all material respects, the consolidated financial
position of the Group as at December 31, 2022 and 2021, and its consolidated financial performance and its
consolidated cash flows for the years then ended in accordance with the Regulations Governing the Preparation
of Financial Reports by Securities Issuers and with the International Financial Reporting Standards (“IFRSs”),
International Accounting Standards (“IASs”), Interpretations developed by the International Financial Reporting
Interpretations Committee (“IFRIC”) and the former Standing Interpretations Committee (“SIC”) endorsed and
issued into effect by the Financial Supervisory Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of Financial
Statements by Certified Public Accountants and Standards on Auditing of the Republic of China. Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit of the
consolidated Financial Statements section of our report. We are independent of the Group in accordance with the
Norm of Professional Ethics for Certified Public Account of Republic of China, and we have fulfilled our other
ethical responsibilities in accordance with these requirement. Based on our audits and the reports of other
auditors, we believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis of
our opinion.

Key Audit Matters

Based on our professional judgment, key audit matters pertain to the most important matters in the audit of
consolidated financial statements for the year ended December 31, 2022 of the Group. Those matters have been
addressed in our audit opinion on the said consolidated financial statements and during the formation of our
audit opinion. However, we do not express an opinion on these matters individually. The key audit matters that,
in our professional judgment, should be communicated are as follows:

167



1. Revenue recognition

The accounting principles on the recognition of revenues are discussed in Note 4(q) of the notes to
consolidated financial statements.

(a) Key audit matters:

The timing for recognition of revenue and the transfer of risk and reward are relatively complex because
the transaction terms vary with each client and the offshore hubs are established depending on the clients’
needs. These factors expose the Group to a significant risk of untimely recognition of revenue.

Therefore, the test of revenue recognition was one of the key audit matters in the audit of consolidated
financial reports for the years ended December 31, 2022 and 2021 of the Group.

(b) Auditing procedures performed:

* Vouching external documents with records on ledger to confirm whether the counterparty involved in
the sales transaction is the same with that involved in the cash collection.

* Random sampling of material sales contracts and examining the transaction terms in order to evaluate
the accuracy of the timing for recognition of revenue.

* Performing cut-off test for revenues during the periods before and after the balance sheet date.
2. Inventory valuation

Please refer to Notes 4(h), 5 and 6(f) of the notes to consolidated financial statement for the accounting
policies on measuring inventory, assumptions used and uncertainties considered in determining net realizable
value, allowances for impairment loss and obsolescence and balances of impairment loss and obsolescence,
respectively.

(a) Key audit matters:

Inventories are measured at the lower of cost and net realizable value in the financial statements.
However, the cost of inventory might exceed its net realizable value because high-tech products change
fast and the industry in which the Group operates is very competitive.

(b) Auditing procedures performed:

+ Analyze the amount of obsolete inventory and inventory market price decline between 2022 and 2021
and understand reasons of the difference.

« Obtain an inventory aging analysis and randomly select items to verify the accuracy for age of
inventory.

+ Obtain the most recent selling price for finished goods and replacement cost for raw material, and

recalculate net realizable value with selling expense rate to check whether the net realizable value
adopted by the Group is reasonable.
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Other Matter

We did not audit the financial statements of certain subsidiaries of the Group. Those statements were audited by
other auditors, whose reports have been furnished to us, and our opinion, insofar as it relates to the amounts
included for those subsidiaries, is based solely on the reports of other auditors. The financial statements of the
subsidiaries reflect total assets constituting 14.61% and 11.91% of consolidated total assets at December 31,
2022 and 2021, respectively, and total operating revenues constituting 5.20% and 5.27% of consolidated total
operating revenues for the years then ended December 31, 2022 and 2021, respectively. We did not audit the
financial statements of an associate of the Group, which represented investment in another entity accounted for
using the equity method. Those statements were audited by another auditor, whose report has been furnished to
us, and our opinion, insofar as it relates to the amounts included for the associate, is based solely on the report of
another auditor. The investment in the associate accounted for using the equity method constituting 4.24% and
3.28% of consolidated total assets at December 31, 2022 and 2021, and the related share of profit of associates

and joint ventures accounted for using the equity method constituting 15.15% and 6.98% of consolidated total
profit before tax for the years then ended.

Pegatron Corporation has prepared its parent-company-only financial statements as of and for the years ended
December 31, 2022 and 2021, on which we have issued an unmodified opinion with other matters paragraph.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with Regulations Governing the Preparation of Financial Reports by Securities Issuers and with the
IFRSs, IASs, IFRC, SIC endorsed and issued into effect by the Financial Supervisory Commission of
the Republic of China, and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or
error.

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

Those charged with governance (including the Audit Committee) are responsible for overseeing the Group’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

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

1. Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.
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2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a going concern. If we determine that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

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

6. Obtain sufficient and appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditors’ report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partners on the audit resulting in this independent auditors’ report are Kuo-Yang Tseng and
Chi-Lung Yu.

KPMG

Taipei, Taiwan (Republic of China)
March 14, 2023

Notes to Readers

The accompanying consolidated financial statements are intended only to present the consolidated statement of financial position,
financial performance and cash flows in accordance with the accounting principles and practices generally accepted in the Republic of
China and not those of any other jurisdictions. The standards, procedures and practices to audit such consolidated financial statements are
those generally accepted and applied in the Republic of China.

The independent auditors’ audit report and the accompanying consolidated financial statements are the English translation of the Chinese

version prepared and used in the Republic of China. If there is any conflict between, or any difference in the interpretation of the English
and Chinese language independent auditors’ audit report and consolidated financial statements, the Chinese version shall prevail.
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1100
1110
1170
1200
130X
1476
1479

1510
1517
1550
1600
1755
1760
1780
1840
1915
1980
1990

Assets
Current assets:

(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

PEGATRON CORPORATION AND SUBSIDIARIES

Consolidated Balance Sheets

December 31, 2022 and 2021

(Expressed in Thousands of New Taiwan Dollars)

Cash and cash equivalents (Note 6(a))

Current financial assets at fair value through profit or loss (Note 6(b))
Accounts receivable, net (Notes 6(d), (z) and 7)

Other receivables, net (Notes 6(e) and 7)

Inventories (Note 6(f))

Other current financial assets (Notes 6(0) and 8)

Other current assets (Note 6(0))

Non-current assets:

Non-current financial assets at fair value through profit or loss (Note 6(b))

Non-current financial assets at fair value through other comprehensive income (Note 6(c))

Investments accounted for using the equity method (Note 6(g))

Property, plant and equipment (Notes 6(k) and 8)
Right-of-use assets (Note 6(1))

Investment property, net (Note 6(m))

Intangible assets (Note 6(n))

Deferred tax assets (Note 6(u))

Prepayments on purchase of equipment (Note 9)

Other non-current financial assets (Notes 6(0) and 8)

Other non-current assets (Note 6(0))

Total assets

See accompanying notes to financial statements.
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December 31, 2022 December 31, 2021
Amount % Amount %
$ 84,577,382 13 111,024,086 16
9,024,851 2 11,671,446 2
190,247,179 30 249,533,457 37
1,329,144 - 9,628,610 2
199,441,528 31 148,061,197 22
12,012,749 2 30,316,944 4
5,854949 1 4,615,086 _ 1
502,487,782 79 564,850,826 _84
2,170,427 - 1,588,080 -
1,403,646 - 1,492,875 -
27,861,177 5 22,534,158 3
79,689,609 13 69,736,530 10
6,176,134 1 6,236,459 1
33,985 - 33,433 -
225,014 - 208,186 -
2,794,744 - 2,820,827 1
12,984,052 2 6,812,380 1
374,605 - 406,576 -
21,612 - 50,033 _ -
133,735,005 _21 111,919,537 _16
$_ 636,222,787 100 676,770,363 100
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

PEGATRON CORPORATION AND SUBSIDIARIES

Consolidated Balance Sheets (CONT’D)
December 31, 2022 and 2021

(Expressed in Thousands of New Taiwan Dollars)

Liabilities and Equity

Current liabilities:
Short-term loans (Note 6(p))
Current contract liabilities (Note 6(z))
Accounts payable (Note 7)
Accrued expenses (Note 7)
Other payables (Notes 6(t), 7 and 9)
Current tax liabilities
Current lease liabilities (Note 6(s))
Bonds payable, current portion (Note 6(r))
Long-term loans payable, current portion (Note 6(q))
Other current liabilities (Note 6(q))

Non-Current liabilities:
Non-current contract liabilities (Note 6(z))
Bonds payable (Note 6(r))
Long-term loans (Note 6(q))
Deferred tax liabilities (Note 6(u))
Non-current lease liabilities (Note 6(s))
Credit balance of investments accounted for using equity method (Note 6(g))
Other non-current liabilities (Notes 6(q) and (t))

Total liabilities
Equity Attributable to Owners of the Parent Company (Note 6(v)):
Share Capital
Capital surplus:
Capital surplus, premium on capital stock
Capital surplus, others (Notes 6(j) and (w))

Retained earnings:
Legal reserve
Special reserve
Unappropriated retained earnings

Other equity interest:
Exchange differences on translation of foreign financial statements (Note 6(j))

Unrealized Gains on financial assets measured at fair value through other comprehensive
income

Deferred compensation cost arising from issuance of restricted stock (Note 6(w))

Treasury stock
Equity attributable to the parent company
Non-controlling interests (Notes 6(i), (j) and (v))
Total equity
Total liabilities and equity

See accompanying notes to financial statements.
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December 31,2022 December 31, 2021
Amount % Amount %
$§ 79,589,451 13 94,023,304 14
1,200,270 - 1,325,274 -
202,467,364 32 266,661,540 40
24,131,570 4 25,898,985 4
9,203,327 2 9,683,535 2
5,264,896 1 2,598,928 -
1,366,074 - 1,067,674 -
4,500,000 - 2,000,000 -
2,773,471 - 1,026,949 -
34,939,573 _ 6 24,301,864 _ 4
365,435,996 _58 428,588,053 _64
2,627,942 - 150,352 -
30,376,992 5 34,869,595 5
14,225,427 2 12,210,422 2
1,889,662 - 2,134,397 -
1,522,527 - 2,003,326 -
4314 - 258
5,571,664 _ 1 2,547,083 _ -
56,218,528 _ 8 53915433 _ 7
421,654,524 _66 482,503,486 _71
26,676,337 __ 4 26,691,316 _ 4
78,703,620 13 78,057,441 12
4,648,384 _ - 5,263,867 __ 1
83,352,004 _13 83,321,308 _13
17,721,898 3 15,698,039 2
20,918,849 3 15,866,201 2
41,419,117 _ 7 46,661,789 _ 7
80,059,864 _13 78,226,029 _11
(7,603,630) (1)  (21,363,627) (3)
79,970 - 444,778 -

(68.877) - (712,701) -
(7.592.537) _(1) __ (21.631.550) _(3)

(@103 _-

182,488,565

32,079.698 5

214,568,263
$_ 636,222,787

(2.558) -

166,604,545

27,662,332
194,266,877
676,770,363
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

PEGATRON CORPORATION AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
For the years ended December 31, 2022 and 2021
(Expressed in Thousands of New Taiwan Dollars, Except for Earnings Per Common Share)

Operating revenue (Notes 6(z) and 7)
Less: Sales returns and allowances
Operating revenue, net
Cost of sales (Notes 6(f), (s), (t), (W), (x), (aa) and 7)
Gross profit from operations
Operating expenses (Notes 6(s), (t), (W), (x) and (aa)):
Selling expenses
General and administrative expenses
Research and development expenses
Total operating expenses
Net operating income
Non-operating income and expenses:
Interest income (Notes 6(ab) and 7)
Other income (Note 6(ab))

Other gains and losses (Notes 6(h), (k), (n), (ab) and (ad))

Finance costs (Notes 6(d), (r), (s) and (ab))

Share of profit of associates and joint ventures accounted for using the equity method (Note 6(g))

Total non-operating income and expenses
Profit before tax
Less: Tax expenses (Note 6(u))
Profit from continuing operations
Loss from discontinued operations, net of tax (Note 12)
Profit for the year
Other comprehensive income:

Components of other comprehensive income that will not be reclassified to profit or loss
Gain on remeasurements of defined benefit plans (Note 6(t))
Unrealized (losses) gains from investments in equity instruments measured at fair value through other

comprehensive income (Note 6(ad))

Income tax related to components of other comprehensive income that will not be reclassified to profit or

loss (Note 6(u))

Total components of other comprehensive (loss) income that will not be reclassified to profit or

loss

Components of other comprehensive income that will be reclassified to profit or loss (Note 6(ac))

Exchange differences on translation of foreign financial statements

Share of other comprehensive income (loss) of associates and joint ventures accounted for using the
equity method, components of other comprehensive income that will be reclassified to profit or loss

(Note 6(g))

Income tax related to components of other comprehensive income (loss) that will be reclassified to profit

or loss (Note 6(u))

Total components of other comprehensive income (loss) that will be reclassified to profit or loss
Other comprehensive income (loss) for the period, net of tax

Total comprehensive income for the period
Profit attributable to:
Owners of the parent company
Non-controlling interests

Comprehensive income attributable to:
Owners of the parent company
Non-controlling interests

Earnings per share, net of tax (Note 6(y))

Basic earnings per share

Basic earnings per share from continuing operations
Basic loss per share from discontinued operations
Total basic earnings per share

Diluted earnings per share

Diluted earnings per share from continuing operations
Diluted loss per share from discontinued operations
Total diluted earnings per share

See accompanying notes to financial statements.
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For the years ended December 31

2022

2021

Amount %

Amount %

$1,322,238,816 100

4,639,662 -

1,263,808,329 100

2,424,468 -

1,317,599,154 100
1,260,315,734 96

1,261,383,861 100
1,214,582,404 96

57.283.420 4 46,801.457 4
5,353,642 - 4,678,495 1
10,531,083 1 9,188,887 1
16,013,923 1 15,628,406 1
31,898,648 2 29.495.788 3
25,384,772 2 17,305,669 1
2274775 - 1492278 -
4,713,652 - 3,971,192 -
(6,505,449) - 5,246,796 1
(1,950,527) - (959,198) -
4281306 _ - 1546319 -
2813757 _ - 11,297,387 1
28,198,529 2 28,603,056 2
6,792,454 - 3,098,748 -
21,406,075 2 25,504,308 2
(243.116) - (477.214) -
21,162,959 2 25,027,094 2
60,947 - 12,890 -
(364,808) - 522,406 -
3327 - 456) -
(307.188) - 535,752 -
13,698,316 - (3,566,168) -
403,050 - (256,468) -
10,502 - (19,721) _ -
14,090,864 - (3.802,915) -
13,783,676 - (3.267.163) -
34,946,635 2 21,759,931 2
15,096,180 2 20,545,643 2
6,066,779 - 4481451 -
21,162,959 2 25,027,094 2
28,516,320 2 17,354,177 2
6430315 - 4405754 -
34,946,635 2 21,759,931 2
5.72 7.83
(0.06) (0.12)
5.66 7.71
5.67 7.75
(0.07) (0.13)
5.60 7.62
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

PEGATRON CORPORATION AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For the years ended December 31, 2022 and 2021

(Expressed in Thousands of New Taiwan Dollars)

For the years ended December 31

2022 2021
Cash flows from operating activities:
Profit from continuing operations before tax $ 28,198,529 28,603,056
Loss from discontinued operations before tax (243,116) (477,214)
Profit before tax 27,955,413 28,125,842
Adjustments:
Adjustments to reconcile profit:
Depreciation expense 14,673,369 13,505,149
Amortization expense 135,689 145,073
Expected credit loss 66,594 5,372
Net loss on financial assets and liabilities at fair value through profit or loss 4,389,072 254,156
Interest expense 1,934,019 960,805
Interest income (2,274,775) (1,493,266)
Dividend income (119,657) (83,521)
Compensation cost arising from share-based payments 751,672 1,024,250
Amortization of issuance costs on bonds payable 7,397 5,813
Share of profit of associates and joint ventures accounted for using the equity method (4,281,306) (1,546,319)
(Gain) loss on lease modification (127,496) 1,277
Gain on disposal of property, plant and equipment (383,601) (618,733)
Property, plant and equipment charged to expenses 237,506 122,736
Loss on disposal of intangible assets - 334
Gain on disposal of investments - (3,958,758)
Impairment loss on non-financial assets 40,502 65,850
Gain on foreign currency exchange on long-term loans - (309,129)
Government grants income (96,270) (69,415)
Other payables - 1,635,444
Total adjustments to reconcile profit 14,952,715 9,647,118
Changes in operating assets and liabilities:
Changes in operating assets:
(Increase) decrease in financial assets at fair value through profit or loss (2,283,041) 1,042,916
Decrease (increase) in accounts receivable 59,219,261 (73,663,544)
Decrease (increase) in other receivables 8,197,845 (8,472,445)
(Increase) decrease in inventories (51,573,785) 7,602,311
(Increase) decrease in other current assets (596,211) 1,565,596
Decrease in other financial assets 18,304,195 10,615,683
(Increase) decrease in other non-current assets (1,976) 10,711
Total changes in operating assets 31,266,288 (61,298,772)
Changes in operating liabilities:
Increase in contract liabilities 1,453,961 298,214
(Decrease) increase in accounts payable (64,194,175) 53,887,222
(Decrease) increase in accrued expenses (2,329,635) 24,232,250
Increase in other payables 105,251 8,221,473
Increase in other current liabilities 10,646,665 1,794,242
Increase in other non-current liabilities 3,097,972 1,893,947
Total changes in operating liabilities (51,219,961) 90,327,348
Total changes in operating assets and liabilities (19,953,673) 29,028,576
Total adjustments (5,000,958) 38,675,694
Cash inflow generated from operations 22,954,455 66,801,536
Interest received 2,396,346 1,580,663
Dividends received 118,364 107,911
Interest paid (1,634,994) (954,280)
Income taxes paid (4,742,217) (3,992,096)
Net cash flows from operating activities 19,091,954 63,543,734
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

PEGATRON CORPORATION AND SUBSIDIARIES
Consolidated Statements of Cash Flows (CONT’D)
For the years ended December 31, 2022 and 2021

(Expressed in Thousands of New Taiwan Dollars)

For the years ended December 31

2022 2021
Cash flows from investing activities:
Acquisition of financial assets at fair value through other comprehensive income (304,680) (41,784)
Proceeds from disposal of financial assets at fair value through other comprehensive income - 48,587
Acquisition of investments accounted for using equity method (477,464) -
Acquisition of property, plant and equipment (19,835,630) (20,773,366)
Proceeds from disposal of property, plant and equipment 1,092,769 1,596,814
Acquisition of intangible assets (158,739) (171,416)
Proceeds from disposal of intangible assets - 236
Acquisition of right-of-use assets - (13,893)
Proceeds from disposal of right-of-use assets 143,540 34,032
Disposal of subsidiaries - (18,999,741)
Decrease in other financial assets 7,955 3,201,104
Increase in prepayments on purchase of equipment (6,171,672) (10,051,061)
Net cash flows used in investing activities (25,703,921) (45,170,488)
Cash flows from financing activities:
Decrease in short-term loans (14,433,853) (10,151,707)
Proceeds from issuing bonds - 12,385,600
Repayments of bonds (2,000,000) (1,000,000)
Proceeds from long-term loans 5,651,153 7,663,644
Repayments of long-term loans (1,984,626) (11,114,362)
Repayments of lease liabilities (1,538,617) (1,498,769)
Cash dividends paid (15,720,440) (13,007,325)
Issuance of restricted stock - 75,740
Redemption of restricted stock (18,592) (15,719)
Changes in non-controlling interests 92,166 (14,163.,270)
Net cash flows used in financing activities (29,952.809) (30,826,168)
Effect of exchange rate fluctuations on cash held 10,118,072 (2,519,706)
Net decrease in cash and cash equivalents (26,446,704) (14,972,628)
Cash and cash equivalents, beginning of the period 111,024,086 125,996,714
Cash and cash equivalents, end of the period S 84,577,382 111,024,086

See accompanying notes to financial statements.
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

PEGATRON CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
For the years ended December 31, 2022 and 2021

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

(1) Company history

PEGATRON CORPORATION (the “Company”) was established on June 27, 2007. The Company’ s
registered office address is located at SF., No.76, Ligong St., Beitou District, Taipei City 112, Taiwan. In
order to enhance competitiveness and boost productivity, the Company resolved to absorb the OEM
business from ASUSTek Computer Inc. on January 1, 2008 as part of the Company’ s business
restructuring. On April 1, 2008, ASUSALPHA Computer Inc. was merged with the Company. The main
activities of the Company are to produce, design and sell OEM business. In January 2010, pursuant to the
resolutions of the respective Board of Directors, the Company merged with Pegatron International
Investment Co., Ltd., effective June 10, 2010. As the surviving entity from this merger, the Company
applied for initial public offering (IPO) to TSEC. The Company’s shares were listed on TSEC on June 24,
2010.

In accordance with Article 19 of the Business Mergers and Acquisitions Act, the Company merged with its
subsidiary, UNIHAN CORPORATION, pursuant to the resolutions of the Board of Directors in
November, 2013.

The consolidated financial statements of the Company as of and for year ended December 31, 2022
comprise the Company and its subsidiaries (together referred to as the “Group” and individually as “Group
entities”) and the Group’s interest in associates entities.

(2) Approval date and procedures of the consolidated financial statements

The accompanying consolidated financial statements were authorized for issuance by the Board of
Directors on March 14, 2023.

(3) New standards, amendments and interpretations adopted

(a) The impact of the International Financial Reporting Standards (“IFRSs”) endorsed by the Financial
Supervisory Commission, R.O.C. which have already been adopted.

The Group has initially adopted the following new amendments, which do not have a significant
impact on its consolidated financial statements, from January 1, 2022:

e Amendments to IAS 16 “Property, Plant and Equipment—Proceeds before Intended Use”

e Amendments to IAS 37 “Onerous Contracts — Cost of Fulfilling a Contract”

Annual Improvements to IFRS Standards 2018-2020

Amendments to IFRS 3 “Reference to the Conceptual Framework™

(Continued)
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PEGATRON CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

(b) The impact of IFRS issued by the FSC but not yet effective

(c)

The Group assesses that the adoption of the following new amendments, effective for annual period
beginning on January 1, 2023, would not have a significant impact on its consolidated financial

statements:

e Amendments to IAS 1 “Disclosure of Accounting Policies”

o Amendments to IAS 8 “Definition of Accounting Estimates”

e Amendments to IAS 12 “Deferred Tax related to Assets and Liabilities arising from a Single

Transaction”

The impact of IFRS issued by IASB but not yet endorsed by the FSC

The following new and amended standards, which may be relevant to the Group, have been issued by
the International Accounting Standards Board (IASB), but have yet to be endorsed by the FSC:

Standards or
Interpretations

Content of amendment

Effective date per
IASB

Amendments to IFRS 10 and
IAS 28 “Sale or Contribution
of Assets Between an Investor
and Its Associate or Joint
Venture”

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

The amendments address an acknowledged
inconsistency between the requirements in
IFRS 10 and those in IAS 28 (2011) in
dealing with the sale or contribution of
assets between an investor and its associate
or joint venture.

The main consequence of the amendments
is that a full gain or loss is recognized when
a transaction involves a business (whether
it is housed in a subsidiary or not). A partial
gain or loss 1is recognized when a
transaction involves assets that do not
constitute a business, even if these assets
are housed in a subsidiary.

Under existing IAS 1 requirements,
companies classify a liability as current
when they do not have an unconditional
right to defer settlement for at least 12
months after the reporting date. The
amendments has removed the requirement
for a right to be unconditional and instead
now requires that a right to defer settlement
must exist at the reporting date and have
substance.

The amendments clarify how a company
classifies a liability that can be settled in its
own shares — e.g. convertible debt.
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The Group is evaluating the impact of its initial adoption of the abovementioned standards or
interpretations on its consolidated financial position and consolidated financial performance. The
results thereof will be disclosed when the Group completes its evaluation.

The Group does not expect the following other new and amended standards, which have yet to be
endorsed by the FSC, to have a significant impact on its consolidated financial statements:

e [FRS 17 “ Insurance Contracts” and amendments to IFRS 17 “ Insurance Contracts”

e Amendments to IAS 1 “Non-current Liabilities with Covenants™

e Amendments to IFRS 17 “Initial Application of IFRS 17 and IFRS 9 — Comparative
Information “

e Amendments to [FRS16 “Requirements for Sale and Leaseback Transactions”

(4) Summary of significant accounting policies

The accompanying consolidated financial statements are the English translation of the Chinese version
prepared and used in the Republic of China. If there is any conflict between, or any difference in the
interpretation of the English and Chinese language consolidated financial statements, the Chinese version
shall prevail.

The significant accounting policies presented in the consolidated financial statements are summarized
below. Except for those specifically indicated, the following accounting policies were applied consistently
throughtout periods presented in the consolidated finanical statements.

(2)

(b)

Statement of compliance

These consolidated financial statements have been prepared in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers (hereinafter referred to as “the
Regulations” ) and the International Financial Reporting Standards, International Accounting
Standards, IFRIC Interpretations, and SIC Interpretations endorsed and issued into effect by the
Financial Supervisory Commission, R.O.C. (hereinafter referred to as “IFRS endorsed by the FSC”).

Basis of preparation
(i) Basis of measurement

Except for the following significant accounts in the balance sheets, the consolidated financial
statements have been prepared on a historical cost basis:

1)  Financial instruments at fair value through profit or loss are measured at fair value;

2)  Financial instruments at fair value through other comprehensive income are measured at
fair value;

3)  The net defined benefit liabilities are measured at the present value of the defined benefit
obligation less the fair value of plan assets.

(Continued)
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Functional and presentation currency

The functional currency of each Group entities is determined based on the primary economic
environment in which the entities operate. The consolidated financial statements are presented
in New Taiwan Dollar, which is the Company’s functional currency. All financial information
presented in New Taiwan Dollar has been rounded to the nearest thousand.

(c) Basis of consolidation

(i)

(i)

(iii)

(iv)

Principle of preparation of the consolidated financial statements
The consolidated financial statements comprise the Company and its subsidiaries.

The financial statements of subsidiaries are included in the consolidated financial statements
from the date on which control commences until the date on which control ceases. The Group
attributes the profit or loss and each component of other comprehensive income to the owners
of the parent and to the non-controlling interests, even if this results in the non-controlling
interests having a deficit balance.

Intra-group balances and transactions, and any unrealized income and expenses arising from
intra-group transactions, are eliminated in preparing the consolidated financial statements.
Unrealized income arising from investment accounted for using the equity method is eliminated
against the Company invested in its subsidiaries. The accounting treatment for unrealized loss
is the same as unrealized income only when there is no indication of impairment.

Changes in the Group’s ownership interest in a subsidiary that do not result in a loss of control
are accounted for as equity transactions.

Acquisition of non-controlling interests

Acquisition of non-controlling interests is accounted for as an equity transaction with owners.
Under the aforesaid transaction, goodwill is not recognized.

Subsidiaries

Subsidiaries are entities controlled by the Group. The financial statements of subsidiaries are
included in the consolidated financial statements from the date that control commences until the
date that control ceases.

Business combination under common control

The business combinations under common control often occur as the group activities are
recognized in which the direct ownership of subsidiaries changes but the ultimate parent
remains the same. These combinations are treated as the later of either the earliest comparative
period in financial statements or the date of common control that requires the restatement of
comparative information of prior period. Upon consolidation, assets and liabilities of the
acquired entity are recognized at their carrying amount in the consolidated financial statements
of owners of the Company. The equity of the consolidated entity is accounted for under the
non-controlling interest, and related income and loss are directly recognized in profits
attributable to non-controlling interest.

(Continued)
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(v) Losing control

When the Group loses control of a subsidiary, it derecognizes the assets and liabilities and
related equity components of the former subsidiary. Any gain or loss is recognized in profit or
loss, and any investment retained in the former subsidiary is measured at its fair value at the
date when control is lost. Subsequently, the retained investment is recognized as either
investments accounted for using the equity method or financial instruments at FVOCI
depending on the extent of its impact.

(vi) List of subsidiaries included in the consolidated financial statements:

Shareholding ratio
December 31, December 31,

Investor Subsidiary Nature of business 2022 2021 Notes
THE COMPANY UNIHAN HOLDING Investing activities 100.00 % 100.00 %
LTD. (UNIHAN)
UNIHAN CASETEK HOLDINGS Investing and trading activities 100.00 % 100.00 %
LIMITED (CASETEK)
CASETEK SLITEK HOLDINGS Investing and trading activities 100.00 % 100.00 %
LIMITED (SLITEK)
CASETEK CASETEK COMPUTER Manufacturing, developing and 100.00 % 100.00 %

(SUZHOU) CO., LTD. selling computers, computer parts,
(CASETEK SUZHOU)  application systems, and providing
after-sales service

CASETEK KAEDAR HOLDINGS  Investing and trading activities 100.00 % 100.00 %
LIMITED (KHL)

KHL KAEDAR Tooling molds of stainless-steel 100.00 % 100.00 %
ELECTRONICS computer cases
(KUNSHAN) CO., LTD.
(KAEDAR)

CASETEK KAEDAR TRADING Investing and trading activities 100.00 % 100.00 %
LTD. (KTL)

CASETEK CORE-TEK Researching and producing spare 100.00 % 100.00 %
(SHANGHAI) LIMITED parts for notebook computers,
(CORE-TEK) designing nonmetal tooling,

electronic specific equipment and
related products, repairing and
producing precision equipment and
providing after-sales service

CASETEK KAI-CHUAN Manufacturing, developing and 100.00 % 100.00 %
ELECTRONICS inspecting computers and
(CHONGQING) CO., application systems, designing and

LTD. (KAI-CHUAN) manufacturing nonmetal and metal
tooling, developing plastic and
electronic component, selling self-
manufactured products

THE COMPANY, AZUREWAVE Wireless network development as 32.37 % 32.86 % Note 1
ASUSPOWER TECHNOLOGIES, INC. well as selling and retailing of
INVESTMENT  (AZUREWAVE) telecommunication, business and
AND ASUSTEK computer equipment and
INVESTMENT information software
AZUREWAVE  EZWAVE Information products service 100.00 % 100.00 % Note 1
TECHNOLOGIES, INC.
(EZWAVE)
AZUREWAVE  Azurewave Technologies Market development activities 100.00 % 100.00 % Note 1
(USA) Inc. (Azurewave
USA)
AZUREWAVE  AZURE LIGHTING Selling electronic parts 100.00 % 100.00 % Note 1
TECHNOLOGIES, INC.
(AZURE)
(Continued)
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Shareholding ratio
December 31, December 31,
Investor Subsidiary Nature of business 2022 2021 Notes
AZUREWAVE  Azwave Holding (Samoa) Investing activities 100.00 % 100.00 % Note 1
Inc. (Azwave)
Azwave Azurewave Technologies Designing, manufacturing and 100.00 % 100.00 % Note 1
(Shanghai) Inc. trading computer products
(Azurewave Shanghai)
Azwave AZURE LIGHTING Manufacturing and selling LED 100.00 % 100.00 % Note 1
TECHNOLOGIES, INC. and relevant lighting products
(YANGZHOU) (AZURE
YANQZHOU)
Azwave AIGALE Designing and selling electronic 100.00 % 100.00 % Note 1
CORPORATION products and communication
(SHANGHALI) (AIGALE) equipment
THE COMPANY AMA PRECISION INC. Designing and developing 100.00 % 100.00 %
(AMA) computer parts
THE COMPANY PEGATRON HOLLAND Investing activities 100.00 % 100.00 %
HOLDING B.V. (PHH)
PHH PEGATRON Czech s.r.o. Installing, repairing and selling 100.00 % 100.00 %
(PCZ) electronic products
THE COMPANY PEGATRON HOLDING Investing activities 100.00 % 100.00 %
LTD. (PEGA HOLDING)
PEGA HOLDING POWTEK HOLDINGS  Investing and trading activities 100.00 % 100.00 %
LIMITED (POWTEK)
POWTEK POWTEK (SHANGHALI) Selling main boards, computer 100.00 % 100.00 %
LTD. (POWTEK peripherals, notebooks, servers and
SHANGHAI) software, and providing after-sales
service
PEGA PIOTEK HOLDINGS Investing activities 100.00 % 100.00 %
HOLDING, LTD. (CAYMAN)
KINSUS SAMOA (PIOTEK CAYMAN)
PIOTEK PIOTEK HOLDING Investing activities 100.00 % 100.00 %
CAYMAN LIMITED (PIOTEK)
PIOTEK PIOTEK COMPUTER Researching, developing, 100.00 % 100.00 %
(SUZHOU) CO., LTD. producing and selling electronic
(PIOTEK SUZHOU) components, PCBs and related
products and providing after-sale
services
PIOTEK PIOTEK (H.K.) Trading activities 100.00 % 100.00 %
TRADING LIMITED
(PIOTEK (H.K.))
PEGA HOLDING GRAND UPRIGHT Investing and trading activities 100.00 % 100.00 %
TECHNOLOGY
LIMITED (GUT)
PEGA HOLDING ASLINK PRECISION Investing and trading activities 100.00 % 100.00 %
CO., LTD. (ASLINK)
ASLINK PEGAGLOBE Manufacturing satellite navigation 100.00 % 100.00 %
(KUNSHAN) CO., LTD. and positioning receiving
(PEGAGLOBE equipment and key components,
KUNSHAN) mobile phones, third generation
and subsequent mobile
communication mobile phones,
base stations, core equipment and
network testity equipment, large
and medium-sized electronic
computers, portable
microcomputers, high-ends servers,
large-capacity optical, disle drives
and their components, high-end
server, disk drive, and other related
components
(Continued)
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Shareholding ratio
December 31, December 31,
Investor Subsidiary Nature of business 2022 2021 Notes
ASLINK PEGAGLOBE Investing activities with own 100.00 % 100.00 %
INVESTMENT funds: equity investment
(JIANGSU) CO., LTD.
(PEGAGLOBE
JIANGSU)
PEGA HOLDING DIGITEK GLOBAL Investing and trading activities 100.00 % 100.00 %
HOLDINGS LIMITED
(DIGITEK)
DIGITEK DIGITEK Research and development, 100.00 % 100.00 %
(CHONGQING) CO. manufacture, sale of satellite
LTD. (DIGITEK communication equipment, satellite
CHONGQING) navigation receive equipment,
cellphone, internet related
equipment, computer, video
decoding equipment, car-used
electrical equipment and
component. The company also
provides export, proxy, repair
services
DIGITEK CHONGQING Computer software and hardware, 100.00 % 100.00 %
CHONGQING ZUANSHUO TRADING computer parts, electronic products
CO., LTD. (ZUANSHUO) (excluding electronic publications),
electric appliance, industrial
communication device (excluding
wireless transmitter and
transmitter), communication
equipment (excluding wireless
transmitter and satellite ground
receiving facilities), and providing
related technical consulting
services. Import and export of
goods and technology. Packaging
service, product design, marketing
planning, business consulting
PEGA HOLDING MAGNIFICENT Investing and trading activities 100.00 % 100.00 %
BRIGHTNESS LIMITED
(MAGNIFICENT)
MAGNIFICENT MAINTEK COMPUTER Manufacture, develop and research 100.00 % 100.00 %
(SUZHOU) CO., LTD. and sale of power supplier, new
(MAINTEK) electronic component, computer
case, and computer system. Repair
of laptop, motherboard and related
product
PEGA HOLDING PROTEK GLOBAL Investing and trading activities 100.00 % 100.00 %
HOLDINGS LTD.
(PROTEK)
PROTEK PROTEK (SHANGHAI) Develop and research, 100.00 % 100.00 %
LTD. (PROTEK manufacture, assemble, repair, sale
SHANGHAI) and design of satellite
communication equipment, satellite
navigation receive equipment and
essential component. Sale of
cellphone, medium and large sized
computer, portable computer,
printing machine and electrical
component, and providing after-
sales service
PEGA HOLDING COTEK HOLDINGS Investing and trading activities 100.00 % 100.00 %
LIMITED (COTEK)
(Continued)
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Shareholding ratio

December 31,

December 31,

Investor Subsidiary Nature of business 2022 2021 Notes
COTEK COTEK ELECTRONICS Developing, manufacturing and 100.00 % 100.00 %
(SUZHOU) CO., LTD. selling new electronic components,
(COTEK SUZHOU) circuit boards and relevant
products, and providing after-sales
service
PEGA HOLDING TOP QUARK LIMITED Investing activities 100.00 % 100.00 %
(TOP QUARK)
TOP QUARK RUNTOP (SHANGHAI) Manufacturing and selling - % - % Note 10
CO., LTD. (RUN TOP)  computer parts and peripherals of
digital automatic data processors,
multimedia computer system
accessories, power supply units,
network switches, and modems
THE COMPANY ASUSPOWER Investing activities 100.00 % 100.00 %
INVESTMENT CO.,
LTD. (ASUSPOWER
INVESTMENT)
THE COMPANY ASUS INVESTMENT Investing activities 100.00 % 100.00 %
CO., LTD. (ASUS
INVESTMENT)
THE COMPANY ASUSTEK Investing activities 100.00 % 100.00 %
INVESTMENT CO.,
LTD. (ASUSTEK
INVESTMENT)
ASUSPOWER ASROCK Selling motherboards, related 5530 % 54.88 % Note 2
INVESTMENT, INCORPORATION product development and design
ASUS (ASROCK)
INVESTMENT
AND ASUSTEK
INVESTMENT
ASROCK ASIAROCK Investing and holding activities 100.00 % 100.00 %
TECHNOLOGY
LIMITED (ASIAROCK)
ASIAROCK ASROCK EUROPE B.V. Data storage and sale of electronic 100.00 % 100.00 %
(ASROCK EUROPE) material and international trade
ASIAROCK Calrock Holdings, LLC.  Office building leasing 100.00 % 100.00 %
(Calrock)
ASROCK LEADER INSIGHT Investing and holding activities 100.00 % 100.00 %
HOLDINGS LIMITED.
(LEADER)
LEADER FIRSTPLACE Investing and holding activities 100.00 % 100.00 %
INTERNATIONAL LTD.
(FIRSTPLACE)
FIRSTPLACE ASRock America, Inc. Selling database service and 100.00 % 100.00 %
(ASRock America) trading electronic components
ASROCK ASRock Rack Manufacturing and selling 59.68 % 59.67 % Note 4
Incorporation computer and related peripherals
(ASRock Rack)
ASROCK ASRock Industrial Manufacturing and selling 64.46 % 65.83 % Note 5
Computer Corporation computer and related peripherals
(ASRock Industrial)
ASROCK Soaring Asia Limited Trading activities 100.00 % 100.00 %
(Soaring)
ASROCK ASJade Technology Information software service 82.50 % 78.57 % Note 12
Incorporation (ASJade)
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Shareholding ratio

December 31,

December 31,

Investor Subsidiary Nature of business 2022 2021 Notes
ASUSPOWER PEGATRON Mekxico, Manufacture of consumer 100.00 % 100.00 % Note 13
INVESTMENT, S.A.DE C.V. (PMX) electronics and electronics parts
ASUS
INVESTMENT
AND CASETEK
CAYMAN
ASUSPOWER KINSUS Manufacturing electronic parts, 38.41 % 38.58 % Note 3
INVESTMENT, INTERCONNECT whole selling and retailing of
ASUS TECHNOLOGY CORP. electronic components, as well as
INVESTMENT  (KINSUS) providing business management
AND ASUSTEK consultant service
INVESTMENT
KINSUS KINSUS INVESTMENT  Investing activities 100.00 % 100.00 %

CO., LTD. (KINSUS
INVESTMENT)
KINSUS PEGAVISION Manufacturing medical appliances 4521 % 45.21 % Note 6
INVESTMENT, CORPORATION
ASUSPOWER (PEGAVISION)
INVESTMENT
AND ASUSTEK
INVESTMENT
PEGAVISION PEGAVISION JAPAN Selling medical appliances 100.00 % 100.00 %
INC.
(PEGAVISION JAPAN)
PEGAVISION Pegavision (Jiangsu) Manufacturing and selling medical 100.00 % 100.00 %
Limited. appliances
(Pegavision Jiangsu)
PEGAVISION PEGAVISION Selling medical appliances - % 100.00 % Note 9
CONTACT LENSES
CORPORATION
(PEGAVISION
SHANGHAI)
PEGAVISION Mayin Investment Co., Investing activities 100.00 % 100.00 % Note 9
Ltd.(Mayin)
Mayin BeautyTech Platform Selling medical appliances and 85.00 % 100.00 % Note 9
Corporation cosmetics
(BeautyTech)
BeautyTech PEGAVISION Selling medical appliances 100.00 % - % Note 9
CONTACT LENSES
CORPORATION
(PEGAVISION
SHANGHAI)
PEGAVISION Gemvision Technology  Selling medical appliances 100.00 % 100.00 %
SHANGHAI (Zhejiang) Limited
(Gemvision Zhejiang).
BeautyTech BEAUTYTECH Selling medical appliances and 100.00 % - % Note 9
PLATFORM cosmetics
(SINGAPORE) PTE. LTD
(BEAUTYTECH SG)
BeautyTech BeautyTech Platform Selling medical appliances and 100.00 % - % Note 9
(Shanghai) Corporation ~ cosmetics
(BeautyTech Shanghai)
BeautyTech Aquamax Vision Selling medical appliances and - % 100.00 % Note 9
Corporation(Aquamax)  cosmetics
Mayin FacialBeau International ~ Selling medical appliances and 55.00 % 55.00 % Note 9
Corporation(FacialBeau) cosmetics
FacialBeau FacialBeau (Jiangsu) Selling medical appliances and 100.00 % - % Note 9
Corporation cosmetics
(FacialBeau Jiangsu)
(Continued)
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Shareholding ratio

December 31,

December 31,

Investor Subsidiary Nature of business 2022 2021 Notes
FacialBeau Aquamax Vision Selling medical appliances and 100.00 % - % Note 9
Corporation(Aquamax) cosmetics
FacialBeau IKIDO Inc. (IKIDO) Selling medical appliances and 100.00 % - % Note 9
cosmetics
FacialBeau RODNA CO. LTD. Selling medical appliances and 100.00 % - % Note 9
(RODNA) cosmetics
KINSUS FUYANG Manufacturing and wholesaling of 89.13 % 89.13 %
INVESTMENT, TECHNOLOGY wires, cables, and electronic
ASUSTEK CORPORATION components
INVESTMENT  (FUYANG)
AND ASUS
INVESTMENT
FUYANG FUYANG FLEX Investing activities 100.00 % 100.00 %
HOLDING LTD.
(FUYANG HOLDING)
FUYANG FUYANG Researching, producing, 100.00 % 100.00 %
HOLDING ELECTRONICS inspecting, repairing and selling
(SUZHOU) CO., LTD. flexible multilayer model,
(FUYANG SUZHOU) computer digital signal process
system and card; selling own
produced products and providing
related technical consulting service
KINSUS KINSUS CORP. (USA)  Designing substracts, formulating 100.00 % 100.00 %
(KINSUS USA) marketing strategy analysis,
developing new customers,
researching and development new
product technology
KINSUS KINSUS HOLDING Investing activities 100.00 % 100.00 %
(SAMOA) LIMITED
(KINSUS SAMOA)
KINSUS SAMOA KINSUS HOLDING Investing activities 100.00 % 100.00 %
(CAYMAN) LIMITED
(KINSUS CAYMAN)
KINSUS KINSUS Manufacturing and selling circuit 100.00 % 100.00 %
CAYMAN INTERCONNECT boards (PCB) (not high-density
TECHNOLOGY fine-line)
(SUZHOU) CORP.
(KINSUS SUZHOU)
KINSUS XIANG-SHOU Trading of PCB related products - % 100.00 % Note 11
CAYMAN (SUZHOU) TRADING  and materials (not high-density
LIMITED fine-line)
(XIANG-SHOU)
ASUSPOWER STARLINK Manufacturing electronic parts and 100.00 % 100.00 %
INVESTMENT, ELECTRONICS plastic products, and
ASUS CORPORATION manufacturing and wholesaling
INVESTMENT  (STARLINK) electronic components
AND ASUSTEK
INVESTMENT
ASUSPOWER ASUSPOWER Investing and trading activities 100.00 % 100.00 %
INVESTMENT, CORPORATION
ASUS (ASUSPOWER)
INVESTMENT
AND ASUSTEK
INVESTMENT
THE COMPANY CASETEK HOLDINGS Investing activities 100.00 % 100.00 % Note 7
LIMITED (CAYMAN)
(CASETEK CAYMAN)
CASETEK RIH LI Investing activities 100.00 % 100.00 % Note 8
CAYMAN INTERNATIONAL
LIMITED (RIH LI)
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Shareholding ratio

December 31,

December 31,

Investor Subsidiary Nature of business 2022 2021 Notes
RIH LI RI-TENG COMPUTER  Designing, developing, 100.00 % 100.00 %
ACCESSORY manufacturing and selling
(SHANGHALI) CO., LTD. electronic components, precision,
(RI-TENG) nonmetal and metal tooling
RIH LI RI-PRO PRECISION Designing, developing, 100.00 % 100.00 %
MODEL (SHANGHAI)  manufacturing and selling
CO., LTD. (RI-PRO) electronic components, precision,
nonmetal and metal tooling
RIH LI RI-MING (SHANGHAI) Designing, developing, - % - % Note 8
CO., LTD. (RI-MING) manufacturing and selling
electronic components, precision,
nonmetal and metal tooling
RIH LI SHENG-RUI Designing, developing, - % - % Note 8
ELECTRONIC manufacturing and selling
TECHNOLOGY electronic components, precision,
(SHANGHAI) LIMITED nonmetal and metal tooling and
(SHENG-RUI) surface processing for the
aforementioned product
RIH LI RI PEI COMPUTER Designing, developing, - % - % Note 8
ACCESSORY manufacturing and selling
(SHANGHALI) CO., LTD. electronic components, precision,
(RI PEI) nonmetal and metal tooling
RIH LI RISHAN COMPUTER  Designing, developing, - % - % Note 8
ACCESSORY manufacturing and selling
(JTASHAN) CO., LTD. electronic components, precision,
(RI SHAN) nonmetal and metal tooling and
surface processing for the
aforementioned product
RIH LI Luxcase Precision Designing, developing, - % - % Note 8
Technology (Yancheng)  manufacturing and selling
Co., Ltd. (Luxcase) electronic components, precision,
(Former RI KAI) nonmetal and metal tooling
CASETEK RI-KUAN METAL Selling iron and aluminum 100.00 % 100.00 %
CAYMAN CORPORATION products
(RI-KUAN)
RI-KUAN RITENG USA, INC Market survey 100.00 % 100.00 %
(RITENG)
CASETEK APLUS PRECISION Investing and trading activities 100.00 % 100.00 %
CAYMAN LIMITED (APLUS)
APLUS UNITED NEW LIMITED Investing and trading activities 100.00 % 100.00 %
(UNITED)
UNITED KAI HE COMPUTER Designing, developing, 100.00 % 100.00 %
ACCESSORY manufacturing and selling
(SUZHOU) CO., LTD. electronic components, precision,
(KAI HE) nonmetal and metal tooling and
surface processing for the
aforementioned product
CASETEK MEGA MERIT LIMITED Trading activities 100.00 % 100.00 %
CAYMAN (MEGA)
CASETEK CASETEK SINGAPORE Trading activities - % - % Note 8
CAYMAN PTE. LTD. (CSG)
ASUS ASFLY TRAVEL Travel agency 100.00 % 100.00 %
INVESTMENT  SERVICE LIMITED
(AS FLY)
ASUSPOWER PEGATRON Sales and repair service center in 100.00 % 100.00 %
INVESTMENT  TECHNOLOGY North America
SERVICE INC. (PTSI)
PTSI PEGATRON SERVICOS Maintenance service 100.00 % 100.00 %
DE INFORMATICA
LTDA.(PCBR)
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Shareholding ratio

December 31, December 31,
Investor Subsidiary Nature of business 2022 2021 Notes
ASUSPOWER PEGA Design service and sales 100.00 % 100.00 %
INVESTMENT  INTERNATIONAL
LIMITED (PEGA
INTERNATIONAL)
ASUSPOWER PEGATRON JAPAN Sales and repair service center in 100.00 % 100.00 %
INVESTMENT  INC.(PJ) Japan
ASUSPOWER PEGATRON LOGISTIC Sales and logistics center in North 100.00 % 100.00 %
INVESTMENT  SERVICE INC.(PLSI) America
ASUSPOWER Lumens Digital Optics Developing, manufacturing and 5521 % 5521 %
INVESTMENT, Inc. (Lumens) selling computer data projectors
ASUS and related peripherals
INVESTMENT
AND ASUSTEK
INVESTMENT
Lumens Lumens Integration Inc.  Selling computer communication 100.00 % 100.00 %
(Lumens Integration) products and peripherals
Lumens Lumens Digit Image Inc.  Investing activities 100.00 % 100.00 %
(SAMOA)
(Lumens SAMOA)
Lumens SAMOA Lumens (Suzhou) Digital Manufacturing and selling 100.00 % 100.00 %
Image Inc. projectors, projection screens and
(Lumens Suzhou) related products
ASUSPOWER Pegatron Service Sales and repair service center in 100.00 % 100.00 %
INVESTMENT  Singapore Pte. Ltd. (PSG) Singapore
PSG PEGATRON SERVICE  Sales and repair service center in 100.00 % 100.00 %
KOREA LLC.(PKR) Korea
ASUS HUA-YUAN Investing activities 100.00 % 100.00 %
INVESTMENT  INVESTMENT LIMITED
(HUA-YUAN)
THE COMPANY PEGATRON SERVICE Sales and repair service center in 100.00 % 100.00 %
AUSTRALIA PTY. Australia
LTD.(PAU)
THE COMPANY PEGATRON USA, INC. Sales and repair service center in 100.00 % 100.00 %
(PUSA) North America
THE COMPANY, PT PEGAUNIHAN Data storage and processing 100.00 % 100.00 %
ASUSPOWER TECHNOLOGY equipment, manufacturing wired
INVESTMENT  INDONESIA (PTB) and wireless communication
equipment, installing and selling of
computer equipment and electronic
components
THE COMPANY PEGATRON VIETNAM Manufacturing and selling 100.00 % 100.00 %
COMPANY LIMITED consumer electronics, computers,
(PVN) related peripherals, communication
equipment, and electronic parts
THE COMPANY PEGATRON Manufacturing and selling 100.00 % 100.00 %
TECHNOLOGY HAI consumer electronics, computers,
PHONG COMPANY related peripherals, communication
LIMITED (PHP) equipment, and electronic parts
THE COMPANY PEGASUS ACE Investing activities - % - % Note 7
LIMITED (PEGASUS)
THE COMPANY, Pegatron Technology Manufacturing and selling 100.00 % 100.00 %
ASUSPOWER India Private Limited consumer electronics, computers,
INVESTMENT  (PTI) related peripherals, communication
equipment, and electronic parts
THE COMPANY PEGATRON Sales center in North America 100.00 % 100.00 %
TECHNOLOGY TEXAS
INC. (PTX)
THE COMPANY PEGATRON Sales center in North America 100.00 % 100.00 %
ELECTRONICS INC.
(PEL)
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Shareholding ratio
December 31, December 31,

Investor Subsidiary Nature of business 2022 2021 Notes

THE COMPANY Pegapower Investment Investing activities 100.00 % - % Note 14
Co., Ltd. (Pegapower
Investment)

THE COMPANY Pegatron Investment Co., Investing activities 100.00 % - % Note 14
Ltd. (Pegatron Investment)

Pegapower Pegatron Venture Capital Investing activities 100.00 % - % Note 14

Investment, Co., Ltd.

Pegatron (Pegatron Venture)

Investment

Note 1 ©  Since the Group only held 32.37% of voting rights of AZUREWAVE, with the remaining
67.63% shares belonging to different shareholders having no intention of exercising their
votes collectively, and also, due to the fact that the Group’s participation dominated the
previous shareholders’ meetings, resulting in the Group having a significant control over
AZUREWAVE, therefore, AZUREWAVE has been included in the consolidated financial
statement of the Group.

Note 2 ' On Novemeber 2, 2022, ASROCK reduced its capital by cancelling those retired new shares
of restricted stock awards, resulting in the Group’ s shareholding ratio in ASROCK
increasing from 54.88% to 55.30%.

Note3 :  On July 25, 2022, KINSUS approved to issue new shares of restricted stock awards,
resulting in the Group's shareholding ratio in KINSUS decreasing from 38.58% to 38.41%.
Since the Group only held 38.41% of the voting rights of KINSUS, with the remaining
61.59% shares belonging to different shareholders having no intention of exercising their
votes collectively, and also, due to the fact that the Group’s participation dominated the
previous shareholders’ meetings, resulting in the Group having a significant control over
KINSUS. Therefore, KINSUS has been included in the consolidated financial statements of
the Group.

Note 4 ©  ASRock Rack issued stock dividends to inject its capital with surplus on July 26, 2022,
resulting in the Group's shareholding ratio in ASRock Rack increasing from 59.67% to
59.68%.

Note 5 ©  On July 19, 2022, ASRock Industrial approved to issue new shares for employee stock
options during its board meeting, resulting in the Group’s shareholding ratio in ASRock
Industrial decreasing from 65.83% to 64.46%.

Note 6 ©  Since the Group only held 45.21% of rights of PEGAVISION, with the remaining 54.79%
shares belonging to different shareholders having no intention of exercising their votes
collectively, and also, due to the fact that the Group’s participation dominated the previous
shareholders’ meetings, resulting in the Group having a significant control over
PEGAVISION, therefore, PEGAVISION has been included in the consolidated financial
statements of the Group.

Note 7 ' Pursuant to a resolution made during the CASETEK CAYMAN’s Extraordinary General
Meeting on September 30, 2020, CASETEK CAYMAN will complete a triangular merger
with Pegatron Corporation and its wholly owned subsidiary, PEGASUS. The date of merger
was set on January 15, 2021. The Group acquired all non-controlling interests of
CASETEK CAYMAN in accordance with the merger agreement. The Group’s shareholding
ratio in CASETEK CAYMAN increased to 100% since the equity of CASETEK
CAYMAN, originally held by ASUSPOWER, was also fully transferred to the ultimate
parent company in the process of organizational restructuring, and PEGASUS as a
dissolved company being merged in the triangular merger.
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Note 8 :

Note 9 :

Note 10 :

Note 11 :

Note 12 :

Note 13 :

Note 14 :

Notes to the Consolidated Financial Statements

To meet its operational needs, the Group had completed the organizational restructuring of
its subsidiaries in mainland China by adjusting RI KAI., to a domestic holding company.
Upon the completion of the reorganization, Rl SHAN, RI PEI, RI MING, and SHENG RUI
became directly wholly owned by RI KAI. The reorganization had been approved by
Investment Board, Ministry of Economic Affairs on January 15, 2021. Furthermore, the
Group approved a board resolution on January 29, 2021 to authorize RI KAI to raise its
capital, with the record date on February 3, 2021; and to authorize RIH LI to waive its pre
emptive right toward the capital increase of RI KAI, which will result in the Group’s
shareholding ratio in RI KAI to decrease from 100% to 48.17%. In addition, an agreement
wherein RI KAI will obtain the physical control over CSG. had also been made. After the
capital increase, the other shareholders of RI KAI have also given the physical decision
power over relevant operating activities of RI KAI and CSG. The Group had lost control
over its subsidiaries after the record date of the capital increase. On April 26, 2021, RI KAI
was renamed Luxcase.

To improve the synergy of the Group, the board of directors decided to reorganize and set
up the subsidiaries at July 26, 2021 :

1) BeautyTech Shanghai, which is 100% held by BeautyTech was registered at January 24,
2022.

2) BEAUTYTECH SG, which is 100% held by BeautyTech was registered at August 30,
2022.

3) FacialBeau Jiangsu, which is 100% held by FacialBeau was registered at February 25,
2022. The investment amount has not been remitted as at December 31, 2022.

4) The equity of PEGAVISION SHANGHAI was transferred to BeautyTech from
PEGAVISION.

5) IKIDO, which is 100% held by FacialBeau was registered at March 14, 2022. The
investment amount has not been remitted as at December 31, 2022.

6) RODNA, which is 100% held by FacialBeau was registered at June 23, 2022.
7) The equity of Aquamax was transferred to FacialBeau from BeautyTech.

The subsidiary has been sold to a non-related third party in the first quarter of 2021,
therefore, the Group lost control over the subsidiary.

The subsidiary has been cancelled in July 2022.

The subsidiary was purchased by ASRock in the fourth quarter of 2021, and increasing its
capital by cash on December 26, 2022, the Group also increased investment, resulting in the
Group’s shareholding ratio in ASJade increasing from 78.57% to 82.50%.

In September and December 2022, PMX increased its capital by cash, and all of the capital
was subscribed by CASETEK CAYMAN, a subsidiary of the same Group.

The subsidiary was established by the Group in 2022.

(vii) Subsidiaries excluded from consolidation: None.
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(d) Foreign currency

(1)

(i)

Foreign currency transaction

Transactions in foreign currencies are translated into the respective functional currencies of the
Group entities at exchange rates at the dates of the transactions. At the end of each subsequent
reporting period, monetary items denominated in foreign currencies are translated into the
functional currencies using the exchange rate at that date.

Non-monetary items denominated in foreign currencies that are measured at fair value are
translated into the functional currencies using the exchange rate at the date that the fair value
was determined. Non-monetary items denominated in foreign currencies that are measured
based on historical cost are translated using the exchange rate at the date of translation.

Exchange differences are generally recognized in profit or loss, except for the following
accounts which are recognized in other comprehensive income:

1) aninvestment in equity securities designated as at fair value through other comprehensive
income;

2) a financial liability designated as a hedge of the net investment in a foreign operation to
the extent that the hedge is effective; or

3) qualifying cash flow hedges to the extent the hedge is effective.
Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments
arising on acquisition, are translated into the Group’s functional currency at the exchange rates
at the reporting date. The income and expenses of foreign operations, are translated into the
Group’ s functional currency at average rate. Exchange differences are recognized in other
comprehensive income.

When a foreign operation is disposed of such that control, significant influence, or joint control
is lost, the cumulative amount in the translation reserve related to that foreign operation is
reclassified to profit or loss as part of the gain or loss on disposal. When the Group disposes of
any only of its interest in a subsidiary that includes a foreign operation while retaining control,
the relevant proportion of the cumulative amount is reattributed to non-controlling interest.
When the Group disposes of only part of investment in an associate of joint venture that
includes a foreign operation while retaining significant or joint control, the relevant proportion
of the cumulative amount is reclassified to profit or loss.

When the settlement of a monetary receivable from or payable to a foreign operation is neither
planed nor likely in the foreseeable future, exchange differences arising from such a monetary
item that are considered to form part of a net investment in the foreign operation are recognized
in other comprehensive income.
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Classification of current and non-current assets and liabilities

An asset is classified as current under one of the following criteria, and all other assets are classified
as non current.

(i) Itis expected to be realized, or intended to be sold or consumed, in the normal operating cycle;
(i1) It is held primarily for the purpose of trading;
(ii1) It is expected to be realized within twelve months after the reporting period; or

(iv) The asset is cash and cash equivalent unless the asset is restricted from being exchanged or
used to settle a liability for at least twelve months after the reporting period.

A liability is classified as current under one of the following criteria, and all other liabilities are
classified as non current.

(i) Itis expected to be settled within the Group’s normal operating cycle;
(i) It is held primarily for the purpose of trading;
(ii1) It is due to be settled within twelve months after the reporting period; or

(iv) The Group does not have an unconditional right to defer settlement for at least twelve months
after the reporting period. Terms of a liability that could, at the option of the counterparty,
result in its settlement by issuing equity instruments do not affect its classification.

Cash and cash equivalents

Cash comprises cash on hand and demand deposits. Cash equivalents are assets that are readily
convertible to known amounts of cash, and are subject to an insignificant risk of changes in their fair
value.

Time deposits which meet the above definition and are held for the purpose of meeting short term
cash commitments rather than for investment or other purposes should be recognized as cash
equivalents.

Financial instruments

Accounts receivable and debt securities issued are initially recognized when they are originated. All
other financial assets and financial liabilities are initially recognized when the Group becomes a party
to the contractual provisions of the instrument. A financial asset (unless it is an accounts receivable
without a significant financing component) or financial liability is initially measured at fair value
plus, for an item not at fair value through profit or loss (FVTPL), transaction costs that are directly
attributable to its acquisition or issue. An accounts receivable without a significant financing
component is initially measured at the transaction price.
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Financial assets

On initial recognition, a financial asset is classified as measured at: amortized cost; fair value
through other comprehensive income (FVOCI) — debt investment; FVOCI — equity investment;
or FVTPL. Financial assets are not reclassified subsequent to their initial recognition unless the
Group changes its business model for managing financial assets, in which case all affected
financial assets are reclassified on the first day of the first reporting period following the
change in the business model.

1))

2)

Financial assets measured at amortized cost

A financial asset is measured at amortized cost if it meets both of the following
conditions and is not designated as at FVTPL:

a) it is held within a business model whose objective is to hold assets to collect
contractual cash flows; and

b) its contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

These assets are subsequently measured at amortized cost, which is the amount at which
the financial asset is measured at initial recognition, plus/minus, the cumulative
amortization using the effective interest method, adjusted for any loss allowance. Interest
income, foreign exchange gains and losses, as well as impairment, are recognized in
profit or loss. Any gain or loss on derecognition is recognized in profit or loss.

Fair value through other comprehensive income (FVOCI )

A debt investment is measured at FVOCI if it meets both of the following conditions and
is not designated as at FVTPL:

a) it is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and

b) its contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Some accounts receivables are held within a business model whose objective is achieved
by both collecting contractual cash flows and selling by the Group, therefore, those
receivables are measured at FVOCI. However, they are included in the ‘ accounts
receivable’ line item.

On initial recognition of an equity investment that is not held for trading, the Group may
irrevocably elect to present subsequent changes in the investment’s fair value in other
comprehensive income. This election is made on an instrument-by-instrument basis.

Debt investments at FVOCI are subsequently measured at fair value. Interest income
calculated using the effective interest method, foreign exchange gains and losses and
impairment are recognized in profit or loss. Other net gains and losses are recognized in
other comprehensive income. On derecognition, gains and losses accumulated in other
comprehensive income are reclassified to profit or loss.
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Equity investments at FVOCI are subsequently measured at fair value. Dividends are
recognized as income in profit or loss unless the dividend clearly represents a recovery of
part of the cost of the investment. Other net gains and losses are recognized in other
comprehensive income and are never reclassified to profit or loss.

Dividend income is recognized in profit or loss on the date on which the Group’s right to
receive payment is established.

Fair value through profit or loss (FVTPL)

All financial assets not classified as amortized cost or FVOCI described as above are
measured at FVTPL, including derivative financial assets. On initial recognition, the
Group may irrevocably designate a financial asset, which meets the requirements to be
measured at amortized cost or at FVOCI, as at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch that would otherwise arise.

These assets are subsequently measured at fair value. Net gains and losses, including any
interest or dividend income, are recognized in profit or loss.

Business model assessment

The Group makes an assessment of the objective of the business model in which a
financial asset is held at portfolio level because this best reflects the way the business is
managed and information is provided to management. The information considered
includes:

a) the stated policies and objectives for the portfolio and the operation of those
policies in practice. These include whether management’ s strategy focuses on
earning contractual interest income, maintaining a particular interest rate profile,
matching the duration of the financial assets to the duration of any related liabilities
or expected cash outflows or realizing cash flows through the sale of the assets;

b) how the performance of the portfolio is evaluated and reported to the Group’s
management;

c) the risks that affect the performance of the business model (and the financial assets
held within that business model) and how those risks are managed;

d) the frequency, volume and timing of sales of financial assets in prior periods, the
reasons for such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for
derecognition are not considered sales for this purpose, and are consistent with the
Group’s continuing recognition of the assets.

Financial assets that are held for trading or are managed and whose performance is
evaluated on a fair value basis are measured at FVTPL.
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Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial
assets on initial recognition. ‘Interest’ is defined as consideration for the time value of
money and for the credit risk associated with the principal amount outstanding during a
particular period of time and for other basic lending risks and costs, as well as a profit
margin.

In assessing whether the contractual cash flows are solely payments of principal and
interest, the Group considers the contractual terms of the instrument. This includes
assessing whether the financial asset contains a contractual term that could change the
timing or amount of contractual cash flows such that it would not meet this condition. In
making this assessment, the Group considers:

a)  contingent events that would change the amount or timing of cash flows;
b) terms that may adjust the contractual coupon rate, including variable rate features;
c) prepayment and extension features; and

d) terms that limit the Group’s claim to cash flows from specified assets (e.g. non-
recourse features)

Impairment of financial assets

The Group recognizes loss allowances for expected credit losses (ECL) on financial
assets measured at amortized cost (including cash and cash equivalents, notes and
accounts receivable, other receivable and other financial assets).

The Group measures loss allowances at an amount equal to lifetime ECL, except for the
following which are measured as 12-month ECL:

a)  debt securities that are determined to have low credit risk at the reporting date; and

b)  other debt securities and bank balances for which credit risk (i.e. the risk of default
occurring over the expected life of the financial instrument) has not increased
significantly since initial recognition.

Loss allowance for accounts receivable is always measured at an amount equal to lifetime
ECL.

When determining whether the credit risk of a financial asset has increased significantly
since initial recognition and when estimating ECL, the Group considers reasonable and
supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information and analysis based on the Group’s
historical experience and informed credit assessment as well as forward-looking
information.

The Group assumes that the credit risk on a financial asset has increased significantly if it
is more than 30 days past due.
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The Group considers a financial asset to be in default when the financial asset is more
than 180 days past due or the debtor is unlikely to pay its credit obligations to the Group
in full.

Lifetime ECLs are the ECLs that result from all possible default events over the expected
life of a financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible
within the 12 months after the reporting date (or a shorter period if the expected life of
the instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual
period over which the Group is exposed to credit risk.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (i.e. the difference between the cash flows due to
the Group in accordance with the contract and the cash flows that the Group expects to
receive). ECLs are discounted at the effective interest rate of the financial asset.

At each reporting date, the Group assesses whether financial assets carried at amortized
cost and debt securities at FVOCI are credit-impaired. A financial asset is ‘ credit-
impaired’ when one or more events that have a detrimental impact on the estimated future
cash flows of the financial asset have occurred. Evidence that a financial assets is credit-
impaired includes the following observable data:

a)  significant financial difficulty of the borrower or issuer;
b)  abreach of contract such as a default or being more than 180 days past due;

c) the lender of the borrower, for economic or contractual reasons relating to the
borrower's financial difficulty, having granted to the borrower a concession that the
lender would not otherwise consider;

d) it is probable that the borrower will enter bankruptcy or other financial
reorganization; or

e) the disappearance of an active market for a security because of financial difficulties.

Loss allowances for financial assets measured at amortized cost are deducted from the
gross carrying amount of the assets. For debt securities at FVOCI, the loss allowance
is charged to profit or loss and is recognized in other comprehensive income (instead of
reducing the carrying amount of the assets).

The gross carrying amount of a financial asset is written off when the Group has no
reasonable expectations of recovering a financial asset in its entirety or a portion thereof.
For corporate customers, the Group individually makes an assessment with respect to the
timing and amount of write-off based on whether there is a reasonable expectation of
recovery. The Group expects no significant recovery from the amount written off.
However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Group’s procedures for recovery of amount due.
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Derecognition of financial assets

The Group derecognizes a financial asset when the contractual rights to the cash flows
from the financial asset expire, or it transfers the rights to receive the contractual cash
flows in a transaction in which substantially all of the risks and rewards of ownership of
the financial asset are transferred or in which the Group neither transfers nor retains
substantially all of the risks and rewards of ownership and it does not retain control of the
financial asset.

The Group enters into transactions whereby it transfers assets recognized in its statement
of balance sheet, but retains either all or substantially all of the risks and rewards of the
transferred assets. In these cases, the transferred assets are not derecognized.

(i1)) Financial liabilities and equity instruments

)

2)

3)

4)

Classification of debt or equity

Debt and equity instruments issued by the Group are classified as financial liabilities or
equity in accordance with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instrument

An equity instrument is any contract that evidences residual interest in the assets of an
entity after deducting all of its liabilities. Equity instruments issued are recognized as the
amount of consideration received, less the direct cost of issuing.

Treasury shares

When shares recognized as equity are repurchased, the amount of the consideration paid,
which includes directly attributable costs, is recognized as a deduction from equity.
Repurchased shares are classified as treasury shares. When treasury shares are sold or
reissued subsequently, the amount received is recognized as an increase in equity, and the
resulting surplus or deficit on the transaction is recognized in capital surplus or retained
earnings (if the capital surplus is not sufficient to be written down).

Financial liabilities

Financial liabilities are classified as measured at amortized cost or FVTPL. A financial
liability is classified as at FVTPL if it is classified as held-for-trading, it is a derivative or
it is designated as such on initial recognition. Financial liabilities at FVTPL are measured
at fair value and net gains and losses, including any interest expense, are recognized in
profit or loss.

Other financial liabilities are subsequently measured at amortized cost using the effective
interest method. Interest expense and foreign exchange gains and losses are recognized in
profit or loss. Any gain or loss on derecognition is also recognized in profit or loss.
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Derecognition of financial liabilities

The Group derecognizes a financial liability when its contractual obligations are
discharged, cancelled, or expire. The Group also derecognizes a financial liability when
its terms are modified and the cash flows of the modified liability are substantially
different, in which case a new financial liability based on the modified terms is
recognized at fair value.

On derecognition of a financial liability, the difference between the carrying amount of a
financial liability extinguished and the consideration paid (including any non-cash assets
transferred or liabilities assumed) is recognized in profit or loss.

Offsetting of financial assets and liabilities

Financial assets and liabilities are presented on a net basis when the Group has the legally
enforceable rights to offset, and intends to settle such financial assets and liabilities on a
net basis or to realize the assets and settle the liabilities simultaneously.

Financial guarantee contract

A financial guarantee contract is a contract that requires the issuer to make specified
payments to reimburse the holder of a loss it incurs because a specified debtor fails to pay
on due date in accordance with the original or modified terms of a debt instrument.

Financial guarantee contract liabilities are measured initially at their fair values and, if not
designated as at FVTPL and do not arise from a transfer of an asset, are measured
subsequently at the higher of: (a) the amount of the loss allowance determined in
accordance with IFRS 9; and (b) the amount recognized initially less, where appropriate,
cumulative amortization recognized in accordance with the revenue recognition policies
set out below.

Interest rate benchmark reform

When the basis for determining the contractual cash flows of a financial asset or financial
liability measured at amortized cost changed as a result of interest rate benchmark reform,
the Group will update the effective interest rate of the financial asset or financial liability
to reflect the change that is required by the reform. A change in the basis for determining
the contractual cash flows is required by interest rate benchmark reform if the following
two conditions are met:

— the change is necessary as a direct consequence of the reform; and

— the new basis for determining the contractual cash flows is economically equivalent to
theprevious basis — i.e. the basis immediately before the change.

When changes were made to a financial asset or financial liability in addition to changes
to the basis for determining the contractual cash flows required by interest rate
benchmark reform, the Group will first update the effective interest rate of the financial
asset or financial liability to reflect the change that is required by interest rate benchmark
reform. Then, the Group will reapply the accounting policy of the contract modification
to the additional changes.
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Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is
based on the weighted average method, and includes expenditure incurred in acquiring the
inventories, production or conversion costs and other costs incurred in bringing them to their present
location and condition. In the case of manufactured inventories and work in progress, cost includes
an appropriate share of production overheads based on normal operating capacity.

Net realizable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses. The replacement cost of raw material is its net
realizable value.

Discontinued operations

A discontinued operation is a component of the Group’s business that either has been disposed, or is
classified as held for sale, and is part of a single co-ordinated plan to dispose of a separate major line
of business or geographic area of operations. Classification as a discontinued operation occurs at the
earlier of disposal or when the operation meets the criteria to be classified as held for sale.

Investment in associates

Associates are those entities in which the Group has significant influence, but not control, over the
financial and operating policies. Significant influence is presumed to exist when the Group holds
between 20% and 50% of the voting power of another entity.

Investments in associates are accounted for using the equity method and are recognized initially at
cost. The cost of investment includes transaction costs. The carrying amount of investment in
associates includes goodwill arising from the acquisition less any accumulated impairment losses.

The Group’s share of the profit or loss and other comprehensive income of investments accounted for
using the equity method are included, after adjustments to align the said investees’ accounting
policies with those of the Group, in the consolidated financial statements from the date on which
significant influence commences until the date that significant influence ceases.

Gains and losses resulting from the transactions between the Group and an associate are recognized
only to the extent of unrelated. Group’s interests in the associate.

When the Group’s share of losses of an associate equals or exceeds its interest in associates, it
discontinues recognizing its share of further losses. After the recognized interest is reduced to zero,
additional losses are provided for, and a liability is recognized, only to the extent that the Group has
incurred legal or constructive obligations or made payments on behalf of the associate.

Investment property

Investment property is a property held either to earn rental income or for capital appreciation or for
both, but not for sale in the ordinary course of business, use in the production or supply of goods or
services or for administrative purposes. Investment property is measured at cost on initial recognition
and subsequently at cost less accumulated depreciation and accumulated impairment loss.
Depreciation expense is calculated based on the depreciation method, useful life, and residual value
which are the same as those adopted for property, plant and equipment.
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Any gain or loss on disposal of an investment property (calculated as the difference between the net
proceeds from disposal and the carrying amount) is recognized in profit or loss.

Rental income from investment property is recognized as other revenue on a straight-line basis over
the term of the lease. Lease incentives granted are recognized as an integral part of the total rental
income, over the term of the lease.

Depreciation is provided over the estimated economic lives using the straight-line method.
Land is not depreciated.

The estimated useful lives of investment properties are as follows:

Buildings 20 years

When the use of an investment property changes such that it is reclassified as property, plant and
equipment, its fair value at the date of reclassification becomes its cost for subsequent accounting.

Property, plant and equipment

(i) Recognition and measurement

Items of property, plant and equipment are measured at cost, which includes capitalized
borrowing costs, less accumulated depreciation and accumulated impairment losses.

If significant parts of an item of property, plant and equipment have different useful lives, they
are accounted for as separate items (major components) of property, plant and equipment.

Any gain or loss on disposal of an item of property, plant and equipment is recognized in profit
or loss.

(i1)) Subsequent cost

Subsequent expenditure is capitalized only if it is probable that the future economic benefits
associated with the expenditure will flow to the Group.

(i11)) Depreciation

Depreciation is calculated on the cost of an asset less its residual value and is recognized in
profit or loss on a straight-line basis over the estimated useful lives of each component of an
item of property, plant and equipment.

Land is not depreciated.

The estimated useful lives of property, plant and equipment are as follows:

Buildings 1 - 50 years
Machinery 1 - 10 years
Instrument equipment 2- 5 years
Office and other equipment 2 - 10 years
Miscellaneous equipment 1 - 15 years
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Depreciation methods, useful lives, and residual values are reviewed at each reporting date and
adjusted if appropriate.

Reclassification to investment property

A property is reclassified to investment property at its carrying amount when the use of the
property changes from owner-occupied to investment property.

Leases

At the inception of a contract, the Group assesses whether a contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration.

(i)

As a lessee

The Group recognizes a right-of-use asset and a lease liability at the lease commencement date.
The right-of-use asset is initially measured at cost, which comprises the initial amount of the
lease liability adjusted for any lease payments made at or before the commencement date, plus
any initial direct costs incurred and an estimate of costs to dismantle and remove the underlying
asset or to restore the underlying asset or the site on which it is located, less any lease
incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the earlier of the end of the useful life of the right-of-use asset or the
end of the lease term. In addition, the right-of-use asset is periodically reduced by impairment
losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not
paid at the commencement date, discounted using the interest rate implicit in the lease or, if that
rate cannot be reliably determined, the Group’s incremental borrowing rate. Generally, the
Group uses its incremental borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise the following:
1) fixed payments, including in-substance fixed payments;

2)  variable lease payments that depend on an index or a rate, initially measured using the
index or rate as at the commencement date;

3) amounts expected to be payable under a residual value guarantee; and

4)  payments or penalties for purchase or termination options that are reasonably certain to be
exercised.

The lease liability is measured at amortized cost using the effective interest method. It is
remeasured when:

1) there is a change in future lease payments arising from the change in an index or rate; or

2)  there is a change in the Group’s estimate of the amount expected to be payable under a
residual value guarantee; or
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3) there is a change in the valuation of the underlying asset purchase option of the lease
subject, or

4)  there is a change of its assessment on whether it will exercise an extension or termination
option; or

5) there is any lease modifications in lease subject, scope of the lease or other terms.

When the lease liability is remeasured, other than lease modifications, a corresponding
adjustment is made to the carrying amount of the right-of-use asset, or in profit and loss if the
carrying amount of the right-of-use asset has been reduced to zero.

When the lease liability is remeasured to reflect the partial or full termination of the lease for
lease modifications that decrease the scope of the lease, the Group accounts for the
remeasurement of the lease liability by decreasing the carrying amount of the right-of-use asset
to reflect the partial or full termination of the lease, and recognize in profit or loss any gain or
loss relating to the partial or full termination of the lease.

The Group presents right-of-use assets that do not meet the definition of investment property
and lease liabilities as a separate line item respectively in the statement of financial position.

As a practical expedient, the Group elects not to assess whether all rent concessions that meets
all the conditions as follows are lease modifications or not:

1) the rent concessions occurring as a direct consequence of the COVID-19 pandemic;

2) the change in lease payments results in revised consideration for the lease that is
substantially the same as, or less than, the consideration for the lease immediately
preceding the change;

3) any reduction in lease payments affects only payments originally due on or before 30
June 2022; and

4)  there is no substantive change in other terms and conditions of the lease.

In accordance with the practical expedient, the effect of the change in the lease liability is
reflected in profit or loss in the period in which the event or condition that triggers the rent
concession occurs.

As a lessor

When the Group acts as a lessor, it determines at lease commencement whether each lease is a
finance lease or an operating lease. To classify each lease, the Group makes an overall
assessment of whether the lease transfers to the lessee substantially all of the risks and rewards
of ownership incidental to ownership of the underlying asset. If this is the case, then the lease is
a finance lease; if not, then the lease is an operating lease. As part of this assessment, the Group
considers certain indicators such as whether the lease is for the major part of the economic life
of the asset.

When the Group is an intermediate lessor, it accounts for its interests in the head lease and the
sub-lease separately. It assesses the lease classification of a sub-lease with reference to the
right-of-use asset arising from the head lease. If a head lease is a short-term lease to which the
Group applies the exemption described above, then it classifies the sub-lease as an operating
lease.
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If an arrangement contains lease and non-lease components, the Group applies IFRS15 to
allocate the consideration in the contract.

Intangible assets

(1)

(i)

(iii)

Recognition and measurement

Goodwill arising on the acquisition of subsidiaries is measured at cost, less accumulated
impairment losses.

Expenditure on research activities is recognized in profit or loss as incurred.

Development expenditure is capitalized only if the expenditure can be measured reliably, the
product or process is technically and commercially feasible, future economic benefits are
probable and the Group intends to, and has sufficient resources to, complete development and
to use or sell the asset. Otherwise, it is recognized in profit or loss as incurred. Subsequent to
initial recognition, development expenditure is measured at cost, less accumulated amortization
and any accumulated impairment losses.

Other intangible assets that are acquired by the Group and have finite useful lives are measured
at cost less accumulated amortization and any accumulated impairment losses.

Subsequent expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditures, including expenditure
on internally generated goodwill and brands, is recognized in profit or loss as incurred.

Amortization

Amortization is calculated over the cost of the asset, less its residual value, and is recognized in
profit or loss on a straight-line basis over the estimated useful lives of intangible assets, other
than goodwill, from the date that they are available for use.

The estimated useful life of intangible assets is as follows:
Computer software cost 3-20 years

Intangible assets in development 3-10 years

Amortization methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

Impairment of non-financial assets

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other than
inventories, contract assets, deferred tax assets and investment properties and biological assets,
measured at fair value, less costs) to determine whether there is any indication of impairment. If any
such indication exists, then the asset’s recoverable amount is estimated. Goodwill is tested annually
for impairment.
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For impairment testing, assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other assets or
cash-generating units (CGUs). Goodwill arising from a business combination is allocated to CGUs or
groups of CGUs that are expected to benefit from the synergies of the combination.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less
costs to sell. Value in use is based on the estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset or CGU.

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its recoverable
amount.

Impairment losses are recognized in profit or loss. They are allocated first to reduce the carrying
amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other
assets in the CGU on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortization, if no impairment loss had been
recognized.

Provisions

A provision is recognized if, as a result of a past event, the Group has a present obligation that can be
estimated reliably, and it is probable that an outflow of economic benefits will be required to
settle the obligation.

Revenue from contracts with customers

Revenue is measured based on the consideration to which the Group expects to be entitled in
exchange for transferring goods or services to a customer. The Group recognizes revenue when it
satisfies a performance obligation by transferring control of a good or a service to a customer. The
accounting policies for the Group’s main types of revenue are explained below.

(1) Sale of goods

The Group recognizes revenue when control of the products has transferred, being when the
products are delivered to the customer, the customer has full discretion over the channel and
price to sell the products, and there is no unfulfilled obligation that could affect the customer’s
acceptance of the products. Delivery occurs when the products have been shipped to the
specific location, the risks of obsolescence and loss have been transferred to the customer, and
either the customer has accepted the products in accordance with the sales contract, the
acceptance provisions have lapsed, or the Group has objective evidence that all criteria for
acceptance have been satisfied.
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The Group grants its main customers the right to return the product within certain period.
Therefore, the Group reduces its revenue by the amount of expected returns and discounts and
recognizes a refund liability and a right to the returned goods. Accumulated experience is used
to estimate such returns and discounts at the time of sale. Also, it is highly probable that a
significant reversal in the cumulative revenue recognized will not occur. At each reporting date,
the Group reassesses the estimated amount of expected returns and discounts.

A receivable is recognized when the goods are delivered as this is the point in time that the
Group has a right to an amount of consideration that is unconditional.

Rendering of services

Revenue from providing services is recognized in the accounting period in which performance
obligation is satisfied.

Financial components

The Group does not expect to have any contracts where the period between the transfer of the
promised goods or services to the customer and payment by the customer exceeds one year. As
a consequence, the Group does not adjust any of the transaction prices for the time value of
money.

Employee benefits

(1)

(i)

Defined contribution plans

Obligations for contributions to defined contribution pension plans are expensed as the related
service is provided.

Defined benefit plans

The Group’s net obligation in respect of defined benefit plans is calculated separately for each
the plan by estimating the amount of future benefit that employees have earned in the current
and prior periods, discounting that amount and deducting the fair value of any plan assets.

The calculation of defined benefit obligations is performed annually by a qualified actuary
using the projected unit credit method. When the calculation results in a potential asset for the
Group, the recognized asset is limited to the present value of economic benefits available in the
form of any future refunds from the plan or reductions in future contributions to the plan. To
calculate the present value of economic benefits, consideration is given to any applicable
minimum funding requirements.

Remeasurements of the net defined benefit liability, which comprise actuarial gains and losses,
the return on plan assets (excluding interest) and the effect of the asset ceiling (if any,
excluding interest), are recognized immediately in other comprehensive income, and
accumulated in retained earnings within equity. The Group determines the net interest expense
(income) on the net defined benefit liability (asset) for the period by applying the discount rate
used to measure the defined benefit obligation at the beginning of the annual period to the then-
net defined benefit liability (asset). Net interest expense and other expenses related to defined
benefit plans are recognized in profit or loss.
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When the benefits of a plan are changed or when a plan is curtailed, the resulting change in
benefit that relates to past service or the gain or loss on curtailment is recognized immediately
in profit or loss. The Group recognizes gains and losses on the settlement of a defined benefit
plan when the settlement occurs.

(iii) Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is
recognized for the amount expected to be paid if the Group has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the
obligation can be estimated reliably.

Share-based payment

The grant-date fair value of equity-settled share-based payment arrangements granted to employees is
generally recognized as an expense, with a corresponding increase in equity, over the vesting period
of the awards. The amount recognized as an expense is adjusted to reflect the number of awards for
which the related service and non-market performance conditions are expected to be met, such that
the amount ultimately recognized is based on the number of awards that meet the related service and
non-market performance conditions at the vesting date.

For share-based payment awards with non-vesting conditions, the grant-date fair value of the share-
based payment is measured to reflect such conditions and there is no true-up for differences between
expected and actual outcomes.

The fair value of the amount payable to employees in respect of share appreciation rights, which are
settled in cash, is recognized as an expense with a corresponding increase in liabilities, over the
period during which the employees become unconditionally entitled to payment. The liability is
remeasured at each reporting date and at settlement date based on the fair value of the share
appreciation rights. Any changes in the liability are recognized in profit or loss.

Grant date of a share-based payment award is the date which the board of directors authorized the
price and number of a new award.

Income taxes

Income taxes comprise current taxes and deferred taxes. Except for expenses that are related to
business combinations, expenses recognized in equity or other comprehensive income directly, and
other related expenses, all current and deferred taxes are recognized in profit or loss.

Current taxes comprise the expected tax payables or receivables on the taxable profits (losses) for the
year and any adjustment to the tax payable or receivable in respect of previous years. The amount of
current tax payables or receivables are measured using tax rates enacted or substantively enacted at
the reporting date.
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Deferred taxes arise due to temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their respective tax bases. Deferred taxes are not
recognized for the following:

(i) temporary differences on the initial recognition of assets and liabilities in a transaction that is
not a business combination and that affects neither accounting nor taxable profits (losses) at the
time of the transaction;

(i) temporary differences related to investments in subsidiaries, associates and joint arrangements
to the extent that the Group is able to control the timing of the reversal of the temporary
differences and it is probable that they will not reverse in the foreseeable future.

Deferred tax assets are recognized for the carry forward of unused tax losses, unused tax credits, and
deductible temporary differences to the extent that it is probable that future taxable profits will be
available against which they can be utilized. Deferred tax assets are reviewed at each reporting date
and are reduced to the extent that it is no longer probable that the related tax benefits will be realized;
such reductions are reversed when the probability of future taxable profits improves.

Deferred taxes are measured at tax rates that are expected to be applied to temporary differences
when they reserve, using tax rates enacted or substantively enacted at the reporting date.

Deferred tax assets and liabilities are offset if the following criteria are met:

(i) the Group has a legally enforceable right to set off currenttax assets against current tax
liabilities; and

(i) the deferred tax assets and the deferred tax liabilities relate to income taxes levied by the same
taxation authority on either:

1) the same taxable entity; or

2) different taxable entities which intend to settle current tax assets and liabilities on a net
basis, or to realize the assets and liabilities simultaneously, in each future period in which
significant amounts of deferred tax liabilities or assets are expected to be settled or
recovered.

Business combination

The Group accounts for business combinations using the acquisition method. The goodwill arising
from an acquisition is measured as the excess of (i) the consideration transferred (which is generally
measured at fair value) and (ii) the amount of non-controlling interest in the acquiree, both over the
identifiable net assets acquired at the acquisition date. If the amount calculated above is a deficit
balance, the Group recognized that amount as a gain on a bargain purchase in profit or loss
immediately after reassessing whether it has correctly identified all of the assets acquired and all of
the liabilities assumed.

For each business combination, non-controlling equity interest is measured either at fair value at
acquisition-date or at the share of the acquirer’s indentifiable net assets in each acquisition.
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In a business combination achieved in stages, the Group remeasures its previously held equity
interest in the acquiree at its acquisition-date fair value, and recognizes the resulting gain or loss, if
any, in profit or loss. In prior reporting periods, the Group may have recognized changes in the value
of its equity interest in the acquiree in other comprehensive income. If so, the amount that was
recognized in other comprehensive income will be recognized on the same basis as would be
required if the Group had disposed directly of the previously held equity interest. If the disposal of
the equity interest required a reclassification to profit or loss, such an amount will be reclassified to
profit or loss.

All acquisition-related transaction costs are expensed as incurred, except for the issuance of debt or
equity instruments.

If the initial accounting for a business combination is incomplete by the end of the reporting period in
which the combination occurs, provisional amounts for the items for which the accounting is
incomplete are reported in the Group’s financial statements. During the measurement period, the
provisional amounts recognized at the acquisition date are retrospectively adjusted, or additional
assets or liabilities are recognized to reflect new information obtained about facts and circumstances
that existed as of the acquisition date. The measurement period will not exceed one year from the
acquisition date.

Business combinations under common control are accounted in the later date of the earliest period
financial reports are expressed and establishedment date of common control. Assets and liabilites of
the merged entities are recognized at their carrying amount in the non-consolidated financial
statements.

Government grants and government assistance

The Group recognizes an unconditional government grant related to a biological asset in profit or loss
as other income when the grant becomes receivable. Other government grants related to assets are
initially recognized as deferred income at fair value if there is reasonable assurance that they will be
received and the Group will comply with the conditions associated with the grant; they are then
recognized in profit or loss as other income on a systematic basis over the useful life of the asset.
Grants that compensate the Group for expenses or losses incurred are recognized in profit or loss on a
systematic basis in the periods in which the expenses or losses are recognized.

Government assistance in the form of a guarantee from the government for loans from financial
institutions is using market interest rate to calculate the fair value of the loan, and recognizes the
difference between the amount received and the fair value as deferred revenues. The deferred
revenues will then be amortized as other income on a systematic basis.

Earnings per share

The Group discloses the Company’s basic and diluted earnings per share attributable to ordinary
shareholders of the Company. Basic earnings per share is calculated as the profit attributable to
ordinary shareholders of the Company divided by the weighted average number of ordinary shares
outstanding. Diluted earnings per share is calculated as the profit attributable to ordinary
shareholders of the Company divided by the weighted average number of ordinary shares outstanding
after adjustment for the effects of all potentially dilutive ordinary shares, such as employee
compensation.
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(x) Operating segments

An operating segment is a component of the Group that engages in business activities from which it
may earn revenues and incur expenses (including revenues and expenses relating to transactions with
other components of the Group). Operating results of the operating segment are regularly reviewed
by the Group’s chief operating decision maker to make decisions about resources to be allocated to
the segment and assess its performance. Each operating segment consists of standalone financial
information.

The operating results to report to the chief operating decision maker include items that can be directly
attributable to the operating segment and be allocated on a reasonable basis. Unallocated items are
majorly corporate assets (mainly the headquarter of the Group), corporate expenses, and tax assets
and liabilities. The capital expenditure of the segments is referring the total costs of acquiring
property, plant, and equipment, and intangible assets other than goodwill within the reporting period.

Significant accounting assumptions and judgments, and major sources of estimation uncertainty

The preparation of the consolidated financial statements in conformity with the Regulations and the IFRSs
endorsed by the FSC requires management to make judgments, estimates, and assumptions that affect the
application of the accounting policies and the reported amount of assets, liabilities, income, and expenses.
Actual results may differ from these estimates.

The management continues to monitor the accounting estimates and assumptions. The management
recognizes any changes in accounting estimates during the period and the impact of those changes in
accounting estimates in the following period.

*  Judgment regarding control of subsidiaries

Due to significant judgments involved and material impact on recognized amounts for consolidated
financial report, please refer to Note 4(c) for details.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment to the carrying amounts of assets and liabilities within the next financial year is as
follows. Those assumptions and estimation have been updated to reflect the impact of COVID-19
pandemic:

. Valuation of inventories

As inventories are stated at the lower of cost or net realizable value, the Group estimates the net
realizable value of inventories for obsolescence and unmarketable items at the end of the reporting
period and then writes down the cost of inventories to net realizable value. The net realizable value
of the inventory is mainly determined based on assumptions as to future demand within a specific
time horizon. Due to the rapid industrial transformation, there may be significant changes in the net
realizable value of inventories. Please refer to Note 6(f) for further description of the valuation of
inventories.
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(6) Explanation of significant accounts

(a) Cash and cash equivalents

Cash on hand
Cash in banks
Time deposits
Cash equivalents

December 31,

December 31,

2022 2021
$ 9,424 446,493
47,438,984 57,627,545
34,399,399 52,741,895
2,729,575 208,153
$_ 84,577,382 111,024,086

(i) The above cash and cash equivalents were not pledged as collateral. Pledged time deposits were
accounted for under other financial assets. Please refer to Notes 6(0) and 8 for details.

(i1) Please refer to Note 6(ad) for the fair value sensitivity analysis and interest rate risk of the

financial assets and liabilities of the Group.

(b) Financial assets at fair value through profit or loss

Current mandatorily measured at fair value through profit or
loss:
Non-derivative financial assets
Shares of stock of listed companies
Shares of emerging stock of listed companies
Shares of stock of unlisted companies
Beneficiary certificates
Shares of stock of overseas listed companies
Convertible bonds
Subtotal
Non-current mandatorily measured at fair value through profit
or loss:
Non-derivative financial assets
Shares of stock of listed companies
Shares of stock of unlisted companies
Beneficiary certificates
Shares of stock of overseas listed company
Share of stock of overseas unlisted company
Subtotal
Total

December 31,

December 31,

2022 2021

$ 1,012,989 1,582,906
114,810 ;

10,688 7,704

2,308,443 1,724,887

5,496,226 8,263,406

81,695 92,543

9,024,851 11,671,446

$ 201,250 220,850
192,314 ;

1,114,902 471,075

510,102 659,176

151,859 236,979

2,170,427 1,588,080

$  11,195.278 13,259,526

(i) Please refer to Note 6(ab) for re-measurement at fair value recognized in profit or loss.

(i1) Please refer to Note 6(ad) for credit risk and market risk.
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(ii1)) The aforesaid financial assets were not pledged as collateral.

Financial assets at fair value through other comprehensive income

December 31, December 31,

2022 2021

Debt investments at fair value through other comprehensive

income:

Beneficiary certificates $ - 41,784
Equity instruments at fair value through other comprehensive

income:

Shares of stock of listed companies 672,778 1,015,796

Shares of stock of unlisted companies 161,247 147,786

Shares of stock of overseas listed companies 201,334 241,285

Shares of stock of overseas unlisted companies 368,287 46,224
Total $ 1,403,646 1,492,875
(i)  Debt investments at fair value through other comprehensive income

(i)

The Group has assessed that the following securities were held within a business model whose
objective was achieved by both collecting the contractual cash flows and by selling securities.
Therefore, they have been classified as debt investments at fair value through other
comprehensive income.

Equity instruments at fair value through other comprehensive income

The Group holds these equity instruments as long-term strategic purposes that are not held for
trading purposes. Therefore, they have been designated as measured at fair value through other
comprehensive income.

For the years ended December 31, 2022 and 2021, the Group has recognized dividend $33,145
thousand and $16,262 thousand, respectively, from equity investments designated at fair value
through other comprehensive income.

For the years ended December 31, 2021, the Group had sold its shares as a result of investment
strategic. The shares sold had fair values of $48,587 thousand, and the Group realized

cumulative gains $20,319 thousand, which were included in other comprehensive income. The
cumulative gains were converted to retained earnings.

(ii1)) Please refer to Note 6(ad) for credit risk and market risk.

(iv) The aforesaid financial assets were not pledged as collateral.

(Continued)

211



PEGATRON CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

(d) Notes and accounts receivable, net (including related parties)

(1)

(i)

The components of notes and accounts receivable were as follows:

December 31, December 31,

2022 2021
Notes receivables from operating activities $ 11,200 14,952
Accounts receivable-measured at amortized cost 190,423,074 249,637,569
Less: Allowance for impairment 187,095 119.064

$_ 190,247,179 249,533,457

The Group has assessed a portion of its accounts receivable that was held within a business
model whose objective is achieved by both collecting contractual cash flows and selling
financial assets; therefore, such accounts receivable were measured at fair value through other
comprehensive income.

Credit loss

The Group applies the simplified approach to provide for its expected credit losses, i.e. the use
of lifetime expected loss provision for all receivables. To measure the expected credit losses,
notes and accounts receivables have been grouped based on shared credit risk characteristics
and the days past due, as well as incorporated forward looking information, including
macroeconomic and relevant industry information.

The loss allowance provision was determined as follows:

December 31, 2022
Weighted-
Gross carrying average loss Loss allowance
amount rate provision
Current $ 187,806,209 0%~1% (33,269)
Overdue 0 to 30 days 2,217,855 1%~30% (61,117)
Overdue 31 to 120 days 378,226 2%~100% (63,225)
Overdue 121 to 365 days 30,280 33%~100% (27,780)
Over 365 days past due 1,704 100% (1,704)
$ 190,434,274 (187,095)
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December 31, 2021
Weighted-
Gross carrying average loss Loss allowance
amount rate provision
Current $ 247,929,269 0%~1% (43,584)
Overdue 0 to 30 days 1,477,274 1%~30% (43,102)
Overdue 31 to 120 days 137,784 0%~100% (7,428)
Overdue 121 to 365 days 96,406  2%~100% (13,162)
Over 365 days past due 11,788 100% (11,788)
$ 249,652,521 (119,064)

The movement in the allowance for notes and accounts receivable was as follows:

For the years ended December 31

2022 2021
Balance on January 1 $ 119,064 179,507
Impairment losses recognized 76,737 19,354
Impairment loss reversed (9,720) (19,428)
Amounts written off (1,631) (49,783)
Foreign exchange gains (losses) 2,645 (5,323)
Effect of disposals of subsidiaries - (5,263)
Balance on December 31 $ 187,095 119,064

The aforesaid financial assets were not pledged as collateral.

Please refer to Note 6(ad) for the Group’s notes and accounts receivable exposure to credit risk
and currency risk.
Accounts receivable factoring
The Company entered into separate factoring agreements with different financial institutions to
sell its accounts receivable. The Company derecognized the above accounts receivable because
it has transferred substantially all of the risks and rewards of their ownership and it does not
have any continuing involvement in them.
As of December 31, 2022 and 2021, the relevant information on accounts receivable factored
by the Company, but unsettled, was as follows:
December 31, 2022
Amount
Factoring Advanced Range of
Amount Line Paid Interest Significant
Purchaser Derecognized (thousands) (thousands) Collateral Rate Factoring Terms
ANZ $ 8,293,725 USD 420,000 USD 270,000 None 4.81%~ The accounts receivable factoring is
(Note 1 and 2) 4.82% without recourse but the seller still bears
' the risks except for eligible obligor’s
insolvency.
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December 31, 2021

Amount
Factoring Advanced Range of
Amount Line Paid Interest Significant
Purchaser Derecognized (thousands) (thousands) Collateral Rate Factoring Terms

ANZ $ - USD__ 760,000 USD - None 0.40%~ The accounts receivable factoring is

(Note 1 and 2) 0.41% without recourse but the seller still bears
the risks except for eligible obligor’s
insolvency.

Notel: In October, 2017, the Company signed a joint accounts receivable factoring agreement
with ANZ Bank and five other banks where each bank will factor on pro-rata basis.
Note 2: Part of participating banks had withdrawn from the joint accounts receivable factoring

agreement from 2020 to 2022, resulting in the factoring line decreased to USD$420,000
thousand.

For the years ended December 31, 2022 and 2021, the Company recognized a fee and interest

on bank advance payment of $39,641 thousand and $629 thousand both being reported as
finance costs from the factoring of accounts receivable. Please refer to Note 6(ab).

As of December 31, 2022 and 2021, KINSUS sold its accounts receivable without recourse as

follows:
December 31, 2022
Amount
Factoring Advanced Range of
Amount Line Paid Interest Significant
Purchaser Derecognized (thousands) (thousands) Collateral Rate Factoring Terms
Mega International ~ $ 568,040 USD 30,000 $ - None - The accounts receivable factoring is
Commercial Bank without recourse
December 31, 2021
Amount
Factoring Advanced Range of
Amount Line Paid Interest Significant
Purchaser Derecognized (thousands) (thousands) Collateral Rate Factoring Terms
Mega International ~ $ 602,015 USD 30,000 $ 244,368 None 0.47%-~ The accounts receivable factoring is
Commercial Bank 0.50% without recourse
(e) Other receivables
December 31, December 31,
2022 2021
Other receivables $ 1,201,107 1,098,166
Other receivables-Related parties 144,336 8,546,882
Less: Allowance for impairment 16,299 16,438
$ 1,329,144 9,628,610
Please refer to Note 6(ad) for credit risk.
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Inventories
December 31, December 31,
2022 2021
Merchandise $ 1,707,990 613,048
Finished goods 82,232,393 60,229,326
Work in process 23,693,836 21,941,181
Raw materials 91,807,309 65,277,642

$_ 199,441,528 148,061,197

The components of cost of goods sold were as follows:

For the years ended December 31

2022 2021

Continuing  Discontinued Continuing  Discontinued

Operations Operations Total Operations Operations Total
Costof goods sold ~ § 1,247,174,011 888,945 1,248,062,956  1,202,355,026 2,177,885 1,204,532,911
Provision on (reversal 1,758,087 (47,524) 1,710,563 (240,080) 13,626 (226,454)
of) market price
decline
Loss on disposal of 11,133,892 129,906 11,263,798 10,824,113 372,899 11,197,012
inventory
Unallocated 244,889 - 244,889 1,613,762 - 1,613,762
manufacturing
overhead
Loss on physical 4,855 - 4,855 29,583 - 29,583
inventory

$ 1,260,315,734 971,327 1,261,287,061 1,214,582,404 2,564,410 1,217,146,814

For year ended December 31, 2022, the Group recognized an inventory valuation loss due to the
decreasing value from the carrying amount to the net realized value. Such a loss was recognized as
the cost of goods sold.

For the year ended December 31, 2021, the Group recognized a gain from the reversal of allowance
for inventory valuation loss due to the destocking of inventories. Such a gain was deducted from the
cost of goods sold.

As of December 31, 2022 and 2021, the aforesaid inventories were not pledged as collateral.
Investments accounted for using the equity method
The Group’s investments accounted for using the equity method at reporting date were as follows:

December 31, December 31,

2022 2021
Associates $ 27,861,177 22,534,158
Credit balance of investments accounted for using equity method- $ 4,314 258
associate
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The Group has lost control over its wholly owned subsidiary, Luxcase, on February 3, 2021. The

remaining equity of 48.17% has remeasured at fair value, and the Group has significant influence

over Luxcase thereafter.

Associates which are material to the Group consisted of the followings:

Main operating location/

Proportion of shareholding

and voting rights

Nature of Relationship Registered Country December 31, December 31,
Name of Associates with the Group of the Company 2022 2021
Luxcase Designing, developing, China 48.17 % 48.17 %
(Former RI KAI) manufacturing and

selling electronic
components, precision,
non-metal and metal
tooling

The following consolidated financial information of the significant associates has been adjusted
according to individually prepared IFRS financial statements of these associate:

Luxcase

Current assets

Non-current assets

Current liabilities

Non-current liabilities

Net assets attributable to shareholders

Operating revenue

Gain from continuing operations

Other comprehensive income

Comprehensive income attributable to shareholders

Shares of net assets of the associate as of January 1
Addition

Net gain attributable to the Group

Comprehensive income attributable to the Group

Change in the ownership interest attributable to the Group
Shares of net assets of associates

Goodwill

Carrying amount of the associate's equity as of December 31
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December 31,

December 31,

2022 2021
$ 94,901,775 99,135,906
43,530,571 38,002,561
(81,475,601) (90,182,220)
(923.620) (936.897)

$ 56,033,125 46,019,350

For the years
ended December

For the eleven
months ended

31, 2022 December 31, 2021
$ 327,854,052 224,654,064
$ 8,866,140 3,562,928
139,034 (13,193)
$ 9,005,174 3,549,735
$ 22,168,901 -
- 21,202,915
4,271,086 1,611,478
402,886 (256,480)
149,964 (389,012)
26,992,837 22,168,901
114,410 103,108
$ 27,107,247 22,272,009
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The Group’s financial information on investments accounted for using the equity method that are
individually insignificant was as follows:

December 31, December 31,

2022 2021
Carrying amount of individually insignificant associates’ $ 749,616 261,891
equity
For the years ended December 31
2022 2021
Attributable to the Group:
Gain (loss) from continuing operations $ 10,220 (65,159)
Other comprehensive income 164 12
Total comprehensive income (loss) $ 10,384 (65,147)

As of December 31, 2022 and 2021, the aforesaid investments accounted for using equity method
were not pledged as collateral.

Loss of control over a subsidiary

The Group approved a board resolution on January 29, 2021 to authorize its wholly-owned indirect
subsidiary, Luxcase (Former RI KAI) to raise its capital on the record date of February 3, 2021, and
to authorize another indirect subsidiary, RIH LI waived its pre-emptive right toward the capital
increase of RI KAI, resulting the Group’s shareholding ratio in Luxcase decreased from 100% to
48.17% and lost control over Luxcase. At the record date, the Group remeasured the remaining
48.17% equity. The difference between the fair value and the net book value and the loss reclassified
from the accumulated balance previously recognized as other comprehensive loss comprise the net
gain on disposal of $3,773,813 thousand, presented as other gain or losses in the consolidated
statement of comprehensive income. For more details, please refer to Notes 6(ab) and 6(ac).

The carrying amounts of assets and liabilities of Luxcase on February 3, 2021 were as follow:

Cash and cash equivalents $ 18,840,790
Inventories 7,614,309
Accounts receivable and other receivables 21,803,507
Other current assets 3,025,160
Financial assets at fair value through other comprehensive income 23,701
Property, plant, and equipment 24,109,302
Right-of-use assets 834,389
Intangible assets 203,881
Deferred tax assets 828,936
Prepayments on purchase of equipment 378,360
Other financial assets 155,204
Short-term loans (1,067,878)
(Continued)
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Accounts payable and other payables (24,117,848)
Accrued expenses (34,396,433)
Current tax liabilities (285,597)
Lease liabilities (200,415)
Other current liabilities (355,941)
Contract liabilities (41,997)
Other non-current liabilities (109,342)
Carrying amount of net assets $ 17,242,088

Subsidiaries that have material non-controlling interest
Subsidiaries that have material non-controlling interest were as follows:

Equity ownership of

Main operation non-controlling interest
place/Country of December 31, December 31,
Subsidiaries registration 2022 2021
KINSUS and its subsidiaries Taiwan 61.59 % 61.42 %
ASROCK and its subsidiaries Taiwan 44.70 % 45.12 %

On January 15, 2021, the Group practiced an organizational restructuring on CASETEK CAYMAN
and bought back all the non-controlling shareholders’ shares. For more details, please refer to Note
4(c) and 6(j).

The following information of the aforementioned subsidiaries have been prepared in accordance with
the Regulations Governing the Preparation of Financial Reports by Securities Issuers. Included in
this information is the fair value adjustment made during the acquisition and relevant difference in
accounting principles between the Company and its subsidiaries as at acquisition date. Intra-group
transactions were not eliminated in this information.

(1) Information regarding KINSUS and its subsidiaries

December 31, December 31,
2022 2021

Current assets $ 28,100,289 26,424,304
Non-current assets 44,533,127 31,961,844
Current liabilities (15,373,749) (13,982,699)
Non-current liabilities (18.443.774) (11.,414.,351)
Net assets $ 38,815,893 32,989,098
Non-controlling interest $ 24,764,767 20,886,824
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Operating revenue

Net income for the period

Other comprehensive income (loss)
Comprehensive income

Net income attribute to non-controlling interest

Comprehensive income attribute to non-controlling interest$

Cash flows from operating activities
Cash flows used in investing activities
Cash flows from financing activities
Effect of movement in exchange rate
Net increase in cash and cash equivalents

Dividends to non-controlling interest

Information regarding ASROCK and its subsidiaries

Current assets
Non-current assets
Current liabilities
Non-current liabilities
Net assets

Non-controlling interest

Operating revenue

Net income for the period

Other comprehensive income (loss)
Comprehensive income

Net income attribute to non-controlling interest

For the years ended December 31

2022 2021
$ 41,626,486 33,336,442
$ 7,933,470 4,492,108
102,874 (24.269)
$ 8,036,344 4,467,839
$ 5,137,644 3,054,312
5,162,947 3,042,230

For the years ended December 31

2022 2021
$ 15,960,956 10,574,431
(16,534,731) (12,895,057)
1,869,946 5,999,519
56,000 (11,798)
$ 1,352,171 3,667,095
$ 1,572,159 468,686

December 31,

December 31,

2022 2021

$ 13,993,593 15,422,807
774,221 471,143
(5,813,692) (7,013,600)
(60,195) (91,506)

$ 8,893,927 8,788,844
$ 4,399,123 4,271,093

For the years ended December 31

$

$

$
$

Comprehensive income attribute to non-controlling interest$
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2022 2021
17,120,919 19,762,672
1,226,800 2,459,938
427,240 (111,731)
1,654,040 2,348,207
634,989 1,133,783
828,531 1,084,316
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For the years ended December 31

2022 2021
Cash flows from operating activities $ 1,140,829 1,024,292
Cash flows from (used in) investing activities 868,782 (516,840)
Cash flows used in financing activities (1,028,870) (953,233)
Effect of movement in exchange rate 393,399 (103.,377)
Net increase (decrease) in cash and cash equivalents $ 1,374,140 (549,158)
Dividends to non-controlling interest $ 734,195 459,835

Acquisition of non-controlling interests

Pursuant to a resolution made in the Group’s Extraordinary General Meeting on September 30, 2020,
CASETEK CAYMAN will complete a triangular merger with Pegatron Corporation and its wholly
owned subsidiary, PEGASUS. The Group acquired all non-controlling interest of CASETEK
CAYMAN in accordance with the merger agreement on January 15, 2021, the date of merger.

The effects of the changes in the Group’s interests in CASETEK CAYMAN were as follows:

January 15, 2021
Carrying amount of non-controlling interest on acquisition $ 12,283,355
Consideration paid to non-controlling interests (14,274,713)
Exchange differences on translation of foreign financial statements 1,832,185
Capital surplus differences between the consideration and the carrying amounts $ (159,173)

the subsidiaries acquired
Property, plant and equipment

The movements in the cost, depreciation, and impairment of the property, plant and equipment of the
Group were as follows:

Machinery Instrument Other Construction
Land Buildings equipment equipment facilities in progress Total
Cost or deemed cost:

Balance on January 1, 2022 $ 11,856,650 51,500,156 53,338,900 1,313,354 34,999,356 3,058,362 156,066,778
Additions - 380,275 631,950 160,155 1,658,360 9,108,027 11,938,767
Disposals and obsolescence - (276,499)  (12,406,988) (238,272)  (4,494,837) (249) (17,416,845)
Reclassifications 227,744 (126,914) 9,367,528 32,180 3,734,860 (3,692,312) 9,543,086
Effect of movement in exchange rates 14,710 3,789,741 1,774,541 76,310 2,338,407 187,989 8,181,698
Balance on December 31, 2022 $ 12,099,104 55,266,759 52,705,931 1,343,727 _ 38,236,146 8,661,817 168,313,484
Balance on January 1, 2021 $ 8,518,661 57,985,033 72,165,168 1,310,614 37,998,358 3,736,663 181,714,497
Additions 210,029 1,122,445 1,505,729 175,447 3,187,065 12,584,348 18,785,063
Disposals and obsolescence - (516,939) (2,545,568) (151,414)  (2,648,985) - (5,862,906)
Reclassifications 3,132,634 2,889,384 5,474,744 (387) 4,298,290 (10,552,868) 5,241,797
Subsidiaries disposals - (9,042,327)  (22,876,427) - (7,290,696) (2,705,181)  (41,914,631)
Effect of movement in exchange rates (4,674) (937,440) (384,746) (20,906) (544,676) (4,600) (1,897,042)
Balance on December 31, 2021 $ 11,856,650 51,500,156 53,338,900 1,313,354 34,999,356 3,058,362 156,066,778
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Machinery Instrument Other Construction
Land Buildings equipment equipment facilities in progress Total
Depreciation and impairment loss:
Balance on January 1, 2022 $ - 21,880,939 41,304,823 1,023,595 22,120,891 - 86,330,248
Depreciation for the period - 2,911,626 4,905,375 179,281 4,933,279 - 12,929,561
Impairment loss (reversal gain) - 9,798 (257) - 29,272 - 38,813
Disposals and obsolescence - (276,482)  (12,098,446) (222,579)  (4,110,172) - (16,707,679)
Reclassifications - 366,209 814,088 - (55,546) - 1,124,751
Effect of movement in exchange rates - 1,776,760 1,453,920 74,215 1,603,286 - 4,908,181
Balance on December 31, 2022 $ - 26,668,850 36,379,503 1,054,512 24,521,010 - 88,623,875
Balance on January 1, 2021 $ - 21,640,958 50,988,697 1,021,535 24,678,033 - 98,329,223
Depreciation for the period - 2,757,071 4,543,920 167,341 4,456,636 - 11,924,968
Impairment loss (reversal gain) - 15,200 49,884 (18) 784 - 65,850
Disposals and obsolescence - (403,001) (2,160,233) (144,626)  (2,176,965) - (4,884,825)
Reclassifications - (111,947) 37,730 - (79,565) - (153,782)
Subsidiaries disposals - (1,550,480)  (11,784,858) - (4,347,813) - (17,683,151)
Effect of movement in exchange rates - (466,862) (370,317) (20,637) (410,219) - (1,268,035)
Balance on December 31, 2021 $ - 21,880,939 41,304,823 1,023,595 22,120,891 - 86,330,248
Carrying value:
Balance on December 31, 2022 $ 12,099,104 28,597,909 16,326,428 289,215 13,715,136 8,661,817 79,689,609
Balance on January 1, 2021 $ 8,518,661 36,344,075 21,176,471 289,079 13,320,325 3,736,663 83,385,274
Balance on December 31, 2021 $ 11,856,650 29,619,217 12,034,077 289,759 12,878,465 3,058,362 69,736,530

(1)

(i)

(iii)

(iv)
v)

Based on the results of its evaluation of the recoverability of property, plant and equipment, the
Group recognized impairment loss as follows:

For the years ended December 31
2022 2021
38,813 65,850

Impairment loss $

KINSUS and its subsidiaries purchased 40 parcels of land with a total area of 36,115.24 square
meters. Lands are located at the addresses of No.1113, 1114, 1438 to 1443, 1479, 1486 to 1487
at ShilLeiZi Sub-section, ShileiZi Section, No.1044, 1047 to 1049 at QingHua Section, and
No0.0001, 697 to 700 and 712 to 726 at RongHua Section, XinFeng Village. Due to regulatory
restrictions, the agricultural land cannot be registered under KINSUS's name while it has been
temporarily registered under the general manager's name and, to secure KINSUS's right to the
land, mortgage registration has been set aside with KINSUS being the obligee.

In May 2021, the Board of Directors of AZUREWAVE and Subsidiaries approved the disposal
of part of the plant and right-of-use assets - land, which were originally used by
AZUREWAVE's production division, within the next year. The transfer was completed in

October 2021, resulting in a gain of $105,991 thousand from the disposal of property, plant and
equipment.

Please refer to Note 6(ab) for gain and loss on the disposal of property, plant and equipment.

Please refer to Note 8 for the details of property, plant and equipment pledged as collateral.

(Continued)

221



PEGATRON CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

(I)  Right-of-use assets

The movements in the cost and depreciation of the right-of-use assets of the leased land, buildings,
machinery equipment and transportation equipment were as follows:

Machinery Transportation

Land Buildings equipment equipment Total
Cost:
Balance on January 1, 2022 $ 4,051,052 5,015,576 - 3,977 9,070,605
Additions 16,804 1,247,763 - - 1,264,567
Reductions (86,035) (1,664,572) - (1,300) (1,751,907)
Reclassifications - 28,827 - - 28,827
Effect of movement in exchange rates 377,370 358,439 - 145 735,954
Balance on December 31, 2022 $ 4,359,191 4,986,033 - 2,822 9,348,046
Balance on January 1, 2021 $ 4,938,146 4,861,404 17,793 4,269 9,821,612
Additions 16,247 2,353,456 - 2,212 2,371,915
Reductions (50,354) (1,729,380) (17,793) (2,490) (1,800,017)
Subsidiaries disposals (753,044)  (365,825) - - (1,118,869)
Reclassification (993) - - - (993)
Effect of movement in exchange rates (98,950)  (104,079) - (14) (203,043)
Balance on December 31, 2021 $ 4,051,052 5,015,576 - 3,977 9,070,605
Accumulated depreciation:
Balance on January 1, 2022 $ 837,553 1,995,046 - 1,547 2,834,146
Depreciation for the period 104,951 1,634,960 - 785 1,740,696
Reductions (43,839) (1,617,948) - (1,300)  (1,663,087)
Effect of movement in exchange rates 75,605 184,503 - 49 260,157
Balance on December 31, 2022 $ 974270 2,196,561 - 1,081 3,171,912
Balance on January 1, 2021 $ 871,140 2,352457 13,776 2,434 3,239,807
Depreciation for the period 102,127 1,469,991 4,017 1,012 1,577,147
Reductions (15,910) (1,598,424) (17,793) (1,894)  (1,634,021)
Subsidiaries disposals (101,365)  (168,568) - - (269,933)
Reclassification (213) - - - (213)
Effect of movement in exchange rates (18,226) (60,410) - (5 (78,641)
Balance on December 31, 2021 $ 837,553 1,995,046 - 1,547 2,834,146
Carrying value:
Balance on December 31, 2022 $ 3,384,921 2,789,472 - 1,741 6,176,134
Balance on January 1, 2021 $ 4,067,006 2,508,947 4,017 1,835 6,581,805
Balance on December 31, 2021 $ 3,213,499 3,020,530 - 2,430 6,236,459
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(m) Investment property

Investment property is owned by the Group, and the movements were as follows:

Buildings
Cost or deemed cost:
Balance on January 1, 2022 $ 53,466
Effect of movement in exchange rates 5,862
Balance on December 31, 2022 $ 59,328
Balance on January 1, 2021 $ 57,994
Reclassification to property, plant and equipment (2,890)
Effect of movement in exchange rates (1,638)
Balance on December 31, 2021 S 53,466
Depreciation and impairment loss :
Balance on January 1, 2022 $ 20,033
Depreciation for the year 3,112
Effect of movement in exchange rates 2.198
Balance on December 31, 2022 S 25,343
Balance on January 1, 2021 $ 18,578
Depreciation for the year 3,034
Reclassification to property, plant and equipment (949)
Effect of movement in exchange rates (630)
Balance on December 31, 2021 $ 20,033
Carrying value :
Balance on December 31, 2022 $ 33,985
Balance on January 1, 2021 $ 39.416
Balance on December 31, 2021 $ 33,433
(1) Rental income and direct operating expenses arising from investment property were as follows:

(i)

For the years ended December 31

2022 2021
Rental income $ - -
Direct operating expenses arising from investment
property that generate rental income $ 3,112 3,034

As of December 31, 2022 and 2021, the fair value of investment property of the Group was

$70,374 thousand and $77,660 thousand, respectively. The fair value has not been valued by
independent appraisers, but only by the management of the Group according to the third level
input value using the evaluation model which is commonly used by market participants, with
the transaction amount based on the nearby real estate price.
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(i11)) As of December 31, 2022 and 2021, the aforesaid investment properties were not pledged as

collateral.
(n) Intangible assets
The movements in the costs, amortization, and impairment loss of the Group were as follows:
Goodwill Others Total

Costs:
Balance on January 1, 2022 $ 1,640,132 997,715 2,637,847
Additions - 158,739 158,739
Disposals - (596,927) (596,927)
Reclassifications - (9,031) (9,031)
Effect of movement in exchange rates 105,979 45,626 151,605
Balance on December 31, 2022 $ 1,746,111 596,122 2,342,233
Balance on January 1, 2021 $ 1,668,543 1,380,171 3,048,714
Additions - 171,416 171,416
Disposals - (198,105) (198,105)
Reclassifications - 471) 471)
Subsidiaries disposals - (340,638) (340,638)
Effect of movement in exchange rates (28.,411) (14,658) (43,069)
Balance on December 31, 2021 $ 1,640,132 997,715 2,637,847

Amortization and impairment losses:
Balance on January 1, 2022 $ 1,600,097 829,564 2,429,661
Amortization for the period - 135,689 135,689
Impairment losses - 1,689 1,689
Disposals - (596,927) (596,927)
Reclassifications - 579 579
Effect of movement in exchange rates 101,757 44771 146,528
Balance on December 31, 2022 $ 1,701,854 415,365 2,117,219
Balance on January 1, 2021 $ 1,627,376 1,034,363 2,661,739
Amortization for the period - 145,073 145,073
Disposals - (197,535) (197,535)
Reclassifications - 14 14
Subsidiaries disposals - (136,757) (136,757)
Effect of movement in exchange rates (27.,279) (15.594) (42.873)
Balance on December 31, 2021 $ 1,600,097 829,564 2,429,661

Carrying value:
Balance on December 31, 2022 $ 44,257 180,757 225,014
Balance on January 1, 2021 $ 41,167 345,808 386,975
Balance on December 31, 2021 $ 40,035 168,151 208,186
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(i)  Amortization recognized

For the years ended December 31, 2022 and 2021, the amortization of intangible assets had
been recognized in accounts of the consolidated statement of comprehensive income as

follows :
For the years ended December 31
2022 2021
Operating cost $ 40,327 60,472
Operating expenses 95,362 84,601
$ 135,689 145,073

(i1) For years ended December 31, 2022, the Group had recognized an impairment loss of $1,689
thousand regarding the part of intangible assets other than goodwill with recoverable amounts
being lower than the carrying amounts. Please refer to Notes 6(ab) for the impairment loss
recognized under other income and losses in the consolidated statement of comprehensive
income.

(iii)) As of December 31, 2022 and 2021, the intangible assets were not pledged as collateral.
(o) Other financial assets and other assets

Other financial assets and other assets were as follows:

December 31, December 31,
2022 2021
Other financial assets - current $ 12,012,749 30,316,944
Other financial assets - non-current 374,605 406,576
Other current assets 5,854,949 4,615,086
Other non-current assets 21,612 50,033
$ 18,263,915 35,388,639

(i)  Other financial assets are assets that do not qualify as cash equivalents which consisted of time
deposits, restricted time deposits, callable bonds and guarantee deposits. Please refer to Note 8
for details.

(i1)) Other current assets consisted of prepayments, current tax asset, rights to the returned goods
and others.

(iii)) Other non-current assets consisted of prepayments on other long-term expenses and others.

(p) Short-term loans

December 31, December 31,
2022 2021
Unsecured bank loans $ 79,589,451 91,808,664
Other unsecured loans - 2.214.640
Total $ 79,589,451 94,023,304
Range of interest rate 0.38%~5.94% _0.32%~4.54%
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Please refer to Note 8 for the details of related assets pledged as collateral.
(q9) Long-term loans

The details were as follows:

December 31, December 31,
2022 2021
Unsecured bank loans $ 16,726,682 13,183,370
Secured bank loans 272.216 54,001
16,998,898 13,237,371
Less: current portion (2,773.,471) (1,026.949)
Total $ 14,225,427 12,210,422
Range of interest rate 0.35%~5.74% 0.35%~1.90%

(i) Borrowing and repayment

In consideration of the operating situation and the terms of the loan agreement, the Group
repaid the long-term loans of $1,984,626 thousand and $11,114,362 thousand for the years
ended December 31, 2022 and 2021, respectively. In addition, the Group proceeded from long-

term loans of $5,651,153 thousand and $7,663,644 thousand for the years ended December 31,
2022 and 2021, respectively. Please refer to Note 6(ab) for interest expenses.

(i1)) Collateral for bank loans
Please refer to Note 8 for the details of related assets pledged as collateral.
(i11)) Government low-interest loan

The Group obtained government low-interest loans. The loans were measured at its fair value
by applying the market interest rate. The deferred differences between the amounts paid and the
fair value were classified as other current liabilities and other non-current liabilities,
respectively.

(iv) Loan covenants

On January 3, 2018, and January 30, 2015, CASETEK CAYMAN signed a USD360,000
thousand and USD300,000 thousand worth of credit facility in the form of credit loan with
multiple banks, respectively. According to the credit loan facility agreements, during the loan
repayment periods, CASETEK CAYMAN must comply with certain financial covenants, such
as current ratio, debt ratio, interest coverage ratio and tangible net assets, based on its audited
annual consolidated financial statements.
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1)  Current ratio (current assets/current liabilities): The ratio should not be lower than 100%.

2) Total liabilities [ total liabilities (including contingent liability, excluding minority
interests)/total assets excluding intangible assets] : The ratio should be lower than 100%.

3) Interest coverage ratio [ (profit before tax + depreciation + amortization + interest
expense)/ interest expense ] : The ratio should not be lower than 500%.

4)  Tangible net assets (total assets— total liabilities — intangible assets): The total amount
should not be lower than $15,000,000.

The compliance with the aforesaid covenants will be examined annually based on the audited
CASETEK CAYMAN annual consolidated financial statements.

The above joint credit line was cancelled on February 2020 and September 2021.
Bonds payable

The Group’s unsecured ordinary corporate bonds were as follows:

December 31, December 31,
2022 2021
Ordinary corporate bonds issued $ 34,900,000 36,900,000
Unamortized discount on bonds payable (23.,008) (30.405)
Bonds payable, end of the year 34,876,992 36,869,595
Less: current portion (4,500,000) (2,000,000)
$ 30,376,992 34,869,595

For the years ended December 31
2022 2021
Interest expense $ 278,960 241,708

On May 9, 2017, the Company’s Board of Directors approved to issue unsecured ordinary corporate
bonds amounting to no more than $15,000,000 thousand, which were approved and declared
effective by the Taipei Exchange (TPEx) on July 4, 2017 and December 29, 2017, respectively. The
offering information and main rights and obligations were as follows :

Item 15 unsecured ordinary bonds issued in 2017
1.Issuing amount  The Bonds are issued at $7,000,000 thousand, which comprise Tranche A,
Tranche B and Tranche C. The issuing amounts of Tranche A, Tranche B and
Tranche C are $3,000,000 thousand, $2,000,000 thousand and $2,000,000
thousand, respectively.

2.Par value Each unit is valued at $1,000 thousand.

3.0ffering price The Bonds are issued by par value at the issuance date.
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Item

15t unsecured ordinary bonds issued in 2017

4 Issuance period

5.Coupon rate

6.Repayment

7.Interest payment

8.Guarantee

Item

Each of Tranche A, Tranche B and Tranche C has 3-year term, 5-year term and
7-year term, respectively. The issuance period of Tranche A commences from
July 13, 2017 and matures on July 13, 2020. The issuance period of Tranche B
commences from July 13, 2017 and matures on July 13, 2022. The issuance
period of Tranche C commences from July 13, 2017 and matures on July 13,
2024.

Tranche A, B and C bear annual coupon rates of 0.91%, 1.06% and 1.20%,
respectively.

Tranche A, Tranche B and Tranche C are repayable on maturity.

Interests are payable annually at coupon rate from the issuance date. The
payment of each bond is rounded to the nearest dollar. If the repayment date and
interest payment date are bank closing days, principal and interest shall be paid
without extra interest on the next business day. If bondholders receive principal
and interest past due the repayment date and interest payment date, there will no
calculation of extra interest.

The Bonds are unsecured ordinary corporate bonds.

2" unsecured ordinary bonds issued in 2017

1.Issuing amount

2.Par value
3.Offering price

4.Issuance period

5.Coupon rate

6.Repayment

7.Interest payment

8.Guarantee

The Bonds are issued at $8,000,000 thousand, which comprise Tranche A,
Tranche B and Tranche C. The issuing amounts of Tranche A, Tranche B and
Tranche C are $1,000,000 thousand, $4,500,000 thousand and $2,500,000
thousand, respectively.

Each unit is valued at $1,000 thousand.
The Bonds are issued by par value at the issuance date.

Each of Tranche A, Tranche B and Tranche C has 3-year term, 5-year term and
7-year term, respectively. The issuance period of Tranche A commences from
January 10, 2018 and matures on January 10, 2021. The issuance period of
Tranche B commences from January 10, 2018 and matures on January 10,
2023. The issuance period of Tranche C commences from January 10, 2018
and matures on January 10, 2025.

Tranche A, B and C bear annual coupon rates of 0.78%, 0.92% and 1.08%,
respectively.

Tranche A, Tranche B and Tranche C are repayable on maturity.

Interests are payable annually at coupon rate from the issuance date. The
payment of each bond is rounded to the nearest dollar. If the repayment date
and interest payment date are bank closing days, principal and interest shall be
paid without extra interest on the next business day. If bondholders receive
principal and interest past due the repayment date and interest payment date,
there will no calculation of extra interest.

The Bonds are unsecured ordinary corporate bonds.
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On March 14, 2019, the Company’ s Board of Directors approved to issue unsecured ordinary
corporate bonds, which were approved and declared effective by the Taipei Exchange (TPEx) on
June 3, 2019. The offering information and main rights and obligations were as follows:

Item

15t unsecured ordinary bonds issued in 2019

1.Issuing amount

2.Par value
3.Offering price

4.Issuance period

5.Coupon rate
6.Repayment

7.Interest payment

&.Guarantee

The Bonds are issued at $8,500,000 thousand, which comprise Tranche A, and
Tranche B. The issuing amounts of Tranche A and Tranche B are $6,000,000
thousand and $2,500,000 thousand, respectively.

Each unit is valued at $1,000 thousand.
The Bonds are issued by par value at the issuance date.

Each of Tranche A and Tranche B has 5-year term and 7-year term,
respectively. The issuance period of Tranche A commences from June 13, 2019
and matures on June 13, 2024. The issuance period of Tranche B commences
from June 13, 2019 and matures on June 13, 2026.

Tranche A, and B bear annual coupon rates of 0.85% and 0.95%, respectively.
Tranche A, and Tranche B are repayable on maturity.

Interests are payable annually at coupon rate from the issuance date. The
payment of each bond is rounded to the nearest dollar. If the repayment date
and interest payment date are bank closing days, principal and interest shall be
paid without extra interest on the next business day. If bondholders receive
principal and interest past due the repayment date and interest payment date,
there will no calculation of extra interest.

The Bonds are unsecured ordinary corporate bonds.

On March 26, 2020, the Company’ s Board of Directors approved to issue unsecured ordinary
corporate bonds with the total maximum amount of $10,000,000 thousand, which have been
approved and declared effective by the Taipei Exchange (TPEx) on October 12, 2020 and December
29, 2020, respectively. The offering information and main rights and obligations were as follows:

Item

15t unsecured ordinary bonds issued in 2020

1.Issuing amount
2.Par value
3.Offering price

4.Issuance period

5.Coupon rate

6.Repayment

The Bonds are issued at $5,000,000 thousand.
Each unit is valued at $1,000 thousand.
The Bonds are issued by par value at the issuance date.

The Bonds has 5-year term. The issuance period of The Bonds commences
from October 21, 2020 and matures on October 21, 2025.

The Bonds bears annual coupon rates of 0.65%.

The Bonds are repayable on maturity.
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Item

15t unsecured ordinary bonds issued in 2020

7.Interest payment

8.Guarantee

Item

Interests are payable annually at coupon rate from the issuance date. The
payment of each bond is rounded to the nearest dollar. If the repayment date
and interest payment date are bank closing days, principal and interest shall be
paid without extra interest on the next business day. If bondholders receive
principal and interest past due the repayment date and interest payment date,
there will no calculation of extra interest.

The Bonds are unsecured ordinary corporate bonds.

2" ypsecured ordinary bonds issued in 2020

1.Issuing amount

2.Par value
3.Offering price

4 Issuance period

5.Coupon rate
6.Repayment

7.Interest payment

8.Guarantee

The Bonds are issued at $3,500,000 thousand, which comprise Tranche A, and
Tranche B. The issuing amounts of Tranche A, and Tranche B are $2,200,000
thousand and $1,300,000 thousand, respectively.

Each unit is valued at $1,000 thousand.
The Bonds are issued by par value at the issuance date.

Each of Tranche A and Tranche B has 5-year term and 7-year term,
respectively. The issuance period of Tranche A commences from January 8,
2021 and matures on January 8, 2026. The issuance period of Tranche B
commences from January 8, 2021 and matures on January 8, 2028.

Tranche A, and B bear annual coupon rates of 0.43% and 0.58%, respectively.
Tranche A, and Tranche B are repayable on maturity.

Interests are payable annually at coupon rate from the issuance date. The
payment of each bond is rounded to the nearest dollar. If the repayment date and
interest payment date are bank closing days, principal and interest shall be paid
without extra interest on the next business day. If bondholders receive principal
and interest past due the repayment date and interest payment date, there will no
calculation of extra interest.

The Bonds are unsecured ordinary corporate bonds.

On September 16, 2021, the Company’s Board of Directors approved to issue unsecured ordinary
corporate bonds with the total maximum amount of $20,000,000 thousand, which have been
approved and declared effective by the Taipei Exchange (TPEx) on November 23, 2021. The
offering information and main rights and obligations were as follows:

Item

15t unsecured ordinary bonds issued in 2021

1.Issuing amount

2.Par value
3.Offering price

4.Issuance period

The Bonds are issued at $8,900,000 thousand, which comprise Tranche A, and
Tranche B. The issuing amounts of Tranche A, and Tranche B are $7,500,000

thousand and $1,400,000 thousand, respectively.
Each unit is valued at $1,000 thousand.

The Bonds are issued by par value at the issuance date.

Each of Tranche A and Tranche B has 5-year term and 7-year term, respectively.

The issuance period of Tranche A commences from December 2, 2021 and
matures on December 2, 2026. The issuance period of Tranche B commences

from December 2, 2021 and matures on December 2, 2028.
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Item 15t unsecured ordinary bonds issued in 2021
5.Coupon rate Tranche A, and B bear annual coupon rates of 0.56% and 0.65%, respectively.
6.Repayment Tranche A, and Tranche B are repayable on maturity.

7.Interest payment Interests are payable annually at coupon rate from the issuance date. The
payment of each bond is rounded to the nearest dollar. If the repayment date and
interest payment date are bank closing days, principal and interest shall be paid
without extra interest on the next business day. If bondholders receive principal
and interest past due the repayment date and interest payment date, there will no
calculation of extra interest.

8.Guarantee The Bonds are unsecured ordinary corporate bonds.
Lease liabilities

The Group’s lease liabilities were as follows:

December 31, December 31,
2022 2021
Current $ 1,366,074 1,067,674
Non-current $ 1,522,527 2,003,326

Please refer to Note 6(ad) for maturity analysis.
The amounts recognized in profit or loss were as follows:

For the years ended December 31

2022 2021

Interest on lease liabilities $ 113,163 80,238
Variable lease payments not included in the measurement of

lease liabilities $ 42.492 44,094
Income from sub-leasing right-of-use assets $ 516 212
Expenses relating to short-term leases $ 340,107 446,214
Expenses relating to leases of low-value, excluding short-term

leases of low-value assets $ 2,611 8,401
Covid-19 - related rent concessions $ 2.411 5,913

The amount recognized in the statement of cash flows for the Group was as follows:

For the years ended December 31

2022 2021
Total cash outflow for leases $ 2,034,579 2,071,803
(Continued)
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Employee benefits

Defined benefit plans

The Group leases land, buildings, machinery equipment and transportation equipment. Some leases
include an option to renew the lease for an additional period of the same duration after the end of the
contract term. According to the lease contracts, some leases shall not be rent, sub-leased or by any
other means totally or partially transferred to third parties, unless obtain the lessor’s approval. Some
leases do not contain renewal option, and no restrictions were disposed in the contracts. Some leases
provide for additional rent payments that are based on changes in the facts or circumstances after the
lease commencement date.

The Group leases employees’ dormitories, parking lots and other equipment that are short-term or
leases of low-value items. The Group has chosen to apply the exemption and not to recognize right-
of-use assets and lease liabilities for these leases.

The Group’s defined benefit obligations and fair value of plan assets were as follows:

December 31,

December 31,

2022 2021

Present value of defined benefit obligations $ 236,933 304,145
Fair value of plan assets (210,644) (192,394)
Net defined benefit liabilities $ 26,289 111,751

December 31, December 31,

2022 2021

Short-term employee benefits liabilities $ 416,786 367,414
Cash-settled share-based payment liabilities 207.035 158.988
Total employee benefit liabilities $ 623,821 526,402

The Group makes defined benefit plan contributions to the pension fund account with Bank of
Taiwan that provide pension benefits for employees upon retirement. Plans (covered by the
Labor Standards Law) entitle a retired employee to receive retirement benefits based on years

of service and average monthly salary for six months prior to retirement.

1)  Composition of plan assets

The Group set aside pension funds in accordance with the Regulations for Revenues,
Expenditures, Safeguard and Utilization of the Labor Retirement Fund and such funds are
managed by the Bureau of Labor Funds, Ministry of Labor. Under these regulations, the
minimum earnings from these pension funds shall not be less than the earnings from two-

year time deposits with the interest rates offered by local banks.

The Group’s contributions to the pension funds were deposited with Bank of Taiwan. For
information on the utilization of the labor pension fund assets including the asset
allocation and yield of the fund, please refer to the website of the Bureau of Labor Funds,

Ministry of Labor.
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Movements in present value of the defined benefit obligations

The movements in the present value of the defined benefit obligations for the years ended
December 31, 2022 and 2021 were as follows:

For the years ended December 31

2022 2021
Defined benefit obligation, January 1 $ 304,145 297,143
Current service costs and interest 6,915 10,608
Re-measurements of the net defined benefit
liability
— Actuarial gains arose from changes in 3,774 (565)
demographic assumptions
— Actuarial gains arose from changes in (29,222) (18,117)
financial assumption
— Experience adjustments (21,365) 8,289
Past service costs (11,661) 7,269
Effect of movements in exchange rates 463 (358)
Benefits paid by the plan (16,116) (124)
Defined benefit obligation, December 31 $ 236,933 304,145

Movements in the fair value of plan assets

The movements in the fair value of the defined benefit plan assets for the years ended
December 31, 2022 and 2021 were as follows:

For the years ended December 31

2022 2021

Fair value of plan assets, January 1 $ 192,394 183,237
Interests revenue 1,510 776
Re-measurements of the net defined benefit
liability

— Experience adjustments 14,134 2,497
Contributions made 2.606 5.884
Fair value of plan assets, December 31 S 210,644 192,394
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Expenses recognized in profit or loss

The Group’s pension expenses recognized in profit or loss for the years ended December
31, 2022 and 2021 were as follows:

For the years ended December 31

2022 2021
Current service cost $ 4,283 8,947
Net interest on net defined benefit liability 1,122 885
Past service costs (11,661) 7,269
$ (6,256) 17,101
Operating costs $ (10,036) 8,726
Operating expenses 3,780 8,375
$ (6,256) 17,101

Re-measurement of net defined benefit liability recognized in other comprehensive
income

The Group’s net defined benefit liability recognized in other comprehensive income for
the years ended December 31, 2022 and 2021 were as follows:

For the years ended December 31

2022 2021
Cumulative amount, January 1 $ 97,749 110,639
Recognized during the year (60,947) (12,890)
Cumulative amount, December 31 $ 36,802 97,749

Actuarial assumptions
The followings were the key actuarial assumptions at the reporting date:

December 31, December 31,

2022 2021
Discount rate 1.44%~1.75%  0.64%~0.82%
Future salary increase rate 2.00%~3.00%  2.00%~3.00%

Based on the actuarial report, the Group is expected to make a contribution payment of

$5,805 thousand to the defined benefit plans for the one year period after the reporting
date.

The weighted-average duration of the defined benefit plans is between 5 and 27 years.
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7)  Sensitivity Analysis

In determining the present value of the defined benefit obligation, the Group’ s
management makes judgments and estimates in determining certain actuarial assumptions
on the balance sheet date, which includes discount rate and future salary increase rate.
Changes in actuarial assumptions may have significant impact on the amount of defined
benefit obligation.

As of December 31, 2022 and 2021, the changes in the principal actuarial assumptions
will impact on the present value of defined benefit obligation as follows:

Impact on the present value of defined

benefit obligation
Increase by Decrease by
0.50% 0.50%

December 31, 2022

Discount rate (17,180) 18,947
Future salary increase rate 18,510 (16,969)
December 31, 2021

Discount rate (22,587) 24,953
Future salary increase rate 24,199 (22,161)

The sensitivity analysis assumed all other variables remain constant during the
measurement. This may not be representative of the actual change in defined benefit
obligation as some of the variables may be correlated in the actual situation. The model
used in the sensitivity analysis is the same as the defined benefit obligation liability.

The analysis is performed on the same basis for prior year.
(i)) Defined contribution plans

The Group contributes an amount at the specific rate of the employee’s monthly wages to the
Labor Pension personal account with the Bureau of the Labor Insurance and Council of Labor
Affairs in R.O.C. in accordance with the provisions of the Labor Pension Act. The Group’s
contributions to the Bureau of the Labor Insurance and Social Security Bureau for the
employees’ pension benefits require no further payment of additional legal or constructive
obligations.

The costs of the pension contributions to the Labor Insurance Bureau for the years ended

December 31, 2022 and 2021 were amounted to $5,299,101 thousand and $4,210,742
thousand, respectively.
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Income tax
(1) The components of income tax expense were as follows:
For the years ended December 31
2022 2021
Current income tax expense
Current period incurred $ 6,783,354 4,108,903
Prior years income tax adjustment (149,945) 17,062
Suntax on undistributed earnings 325,328 91,385
Deferred tax expense
The origination of temporary differences (166.,283) (1,118.602)
Income tax expence from continuing operation $ 6,792,454 3,098,748
Income tax from discontinued operation - -
$ 6,792,454 3,098,748
(1) The amount of income tax expense (benefit) recognized in other comprehensive income was as

follows:

For the years ended December 31
2022 2021

Items that will not be reclassified subsequently to profit or
loss

Re-measurements of the net defined benefit plans $ 3,327 (456)

Items that will be reclassified subsequently to profit or
loss:

Exchange differences on translation of foreign financial
statements S 10,502 (19,721)

(i11)) Reconciliation of income tax and profit before tax from 2022 and 2021 was as follows:

For the years ended December 31

2022 2021
Profit before income tax $ 28,198,529 28.603.056
Income tax on pre-tax financial income calculated at the 8,155,301 8,728,590
domestic rates applicable to profits in the country
concerned
Permanent differences (1,730,349) (159,716)
Changes in unrecognized temporary differences 693,859 (5,271,260)
Oversea dividends received 10,859 194,571
Prior years income tax adjustment (149,945) 17,062
Surtax on undistributed earnings 325,328 91,385
Others (512,599) (501,884)
$ 6,792,454 3,098,748
(Continued)
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(iv) Deferred tax assets and liabilities

)

2)

Unrecognized deferred tax liabilities

As of December 31, 2022 and 2021, the temporary differences associated with
investments in subsidiaries were not recognized as deferred income tax liabilities as the
Group has the ability to control the reversal of these temporary differences which are not
expected to reverse in the foreseeable future. The related amounts were as follows:

December 31, December 31,
2022 2021
The aggregate temporary differences associated
with investments in subsidiaries $ 85,913,779 86,307,185
Unrecognized deferred tax liabilities $ 17,182,756 17,261,437

Unrecognized deferred tax assets

Deferred tax assets have not been recognized in respect of the following items:

December 31, December 31,
2022 2021
Deductible temporary differences $ 1,047,304 957,585
Tax losses 1,403,675 878.216
$ 2,450,979 1,835,801

The Income Tax Act allows the carry forward of net losses, as assessed by the tax
authorities, to offset against taxable income. Deferred tax assets have not been recognized
in respect of these items because it is not probable that future taxable profit will be
available against which the Group can utilize the benefits therefrom.

As of December 31, 2022, the Group had not recognized the prior years’ loss carry-
forwards as deferred tax assets, and the expiry years thereof were as follows:

Year of Unused
Company Name occurrence balance Expiry year
KINSUS and its subsidiaries 2015~2022 $ 3,958,930 2023~2029
CASETEK CAYMAN and its subsidiaries 2018~2020 247,160  2023~2025
AZUREWAVE and its subsidiaries 2019~2020 166,650  2029~2030
ASROCK and its subsidiaries 2021~2022 55,026  2031~2032
PEGATRON and its subsidiaries 2015~2022 1,969,388  2025~2032
$ 6,397,154
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Recognized deferred tax assets and liabilities

The movements in deferred tax assets and liabilities for the years ended December 31,

2022 and 2021 were as follows:

Deferred tax liabilities:
Balance on January 1, 2022
Recognized in (profit) loss

Recognized in other comprehensive income

Exchange differences on translation
Balance on December 31, 2022
Balance on January 1, 2021

Recognized in (profit) loss

Recognized in other comprehensive income

Recognized in equity
Exchange differences on translation
Balance on December 31, 2021

Deferred tax assets:
Balance on January 1, 2022
Recognized in profit (loss)

Recognized in other comprehensive
income

Exchange differences on translation
Balance on December 31, 2022
Balance on January 1, 2021
Recognized in profit (loss)

Recognized in other comprehensive
income

Recognized in equity

Loss of control of a subsidiary
Exchange differences on translation
Balance on December 31, 2021

Status of approval of income tax

1)

Gain on foreign

investments Others Total
$ 843,976 1,290,421 2,134,397
528,158 (850,456) (322,298)
9,098 - 9,098
(33,722) 102,187 68,465
1,347,510 542,152 1,889,662
1,536,340 1,589,956 3,126,296
(645,711) (260,623) (906,334)
(19,721) - (19,721)
(49,830) - (49,830)
22,898 (38,912) (16,014)
$ 843,976 1,290,421 2,134,397
Provision
for Gain or loss
Contingent  on valuation Unrealized
Service Cost of inventory  expenses Others Total
$ 146,791 782,889 1,113,860 777,287 2,820,827
(1,776) 96,724 (327,483) 76,519 (156,016)
- - (1,372) (3,359) (4,731)
- 53,175 73,889 7,600 134,664
145,015 932,788 858,894 858,047 2,794,744
$ 144,942 1,064,650 1,895,202 421,699 3,526,493
1,849 (182,277) (59,546) 452,242 212,268
- - - 456 456
- - 405 (92,685) (92,280)
- (81,362) (747,709) - (829,071)
- (18,122) 25,508 (4,425) 2,961
$ 146,791 782,889 1,113,860 777,287 2,820,827

The Company’s income tax returns through 2020 have been assessed and approved by the
Tax Authority (the year 2018 has not been approved).
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2)  The tax returns of the Group’ s subsidiaries approved by the Tax Authority were as

follows:
Years of Approval Company Name
2019 KINSUS
2020 BeautyTech, ASUSPOWER INVESTMENT, ASUS

INVESTMENT, ASUSTEK INVESTMENT, PEGA
INTERNATIONAL, HUA- YUAN, AMA, STARLINK, AS FLY,
AZUREWAVE, AZURE, EZWAVE, KINSUS INVESTMENT,
PEGAVISION, ASROCK Rack, ASROCK, AsRock Industrial, RI
KUAN, FUYANG and LUMENS.

Capital and other equity

(1)

(i)

Ordinary shares

Reconciliation of shares outstanding for 2022 and 2021 was as follows:

Ordinary Shares
For the years ended December 31
(In thousands of shares) 2022 2021
Beginning balance on January 1 2,669,132 2,662,874
Issuance of restricted shares of stock - 7,574
Retirement of restricted shares of stock (1,498) (1,316)
Ending balance on December 31 2,667,634 2,669,132

For the years ended December 31, 2021, the Company issued 7,574 thousand new shares of
restricted stock awards to the employees at par value of $10, amounting to $75,740 thousand.
The registration procedures have since been completed, and all the shares issued have been
collected. For relevant information, please refer to Note 6(w).

For the years ended December 31, 2022 and 2021, the Company had retired 1,498 thousand
and 1,316 thousand shares, respectively, of restricted stock to employees. The authorized

capital of the Company consisted of 3,000,000 thousand shares, with par value of $10 per

share, and its outstanding capital were consisted of 2,667,634 thousand and 2,669,132
thousand common shares of stock, as of December 31, 2022 and 2021, respectively. All share
proceeds from outstanding capital have been collected.

As of December 31, 2022 and 2021, the restricted Company shares of stock issued to
employees have expired, of which 710 thousand and 256 thousand shares, respectively, have
not been retired.

Global depositary receipts

ASUSTeK GDRs holders who surrendered their ASUSTeK GDRs on or after the Effective
Date of Spin-off and Merger in Taiwan will receive new ASUSTeK GDRs and the Company’s
entitlement. The Company's entitlement represents the rights to receive 60,819,026 of the
Company's common shares in Taiwan.
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The Company may issue new GDRs with no more then 60,819,020 of the Company’s common
shares and deliver them to ASUSTeK GDR holders pursuant to the "Guidelines for Offering
and Issuing by Issuer of Overseas Securities". As of December 31, 2022 and 2021, the
Company has listed, in total, 225 thousand and 253 thousand units of GDRs, respectively, on
the Euro MTF market of the Luxembourg Stock Exchange. As each unit of these GDRs
represents 5 common shares of the Company, the Company has listed Company shares totaling
1,126 thousand and 1,267 thousand shares of stock, respectively.

1)  Voting Rights

Holders of GDRs may exercise voting rights with respect to the common shares in the
manner set out in “Terms and Conditions of the Global Depositary Shares — Voting
Rights,” as such provisions may be amended from time to time to comply with applicable
ROC law.

2)  Dividend Distributions, Pre-emptive Rights, and Other Rights

Holders of GDRs have same rights on dividend distribution and share distribution as the
Company’s existing common shareholders.

Capital surplus
The components of the capital surplus were as follows:

December 31, December 31,

2022 2021
From issuance of share capital $ 67,629,957 66,983,778
From conversion of convertible bonds 11,073,663 11,073,663
From treasury stock transactions 47,865 47,865
Difference between consideration and carrying amount of 2,273,401 2,273,401
subsidiaries acquired or disposed
Changes in equity of associates accounted for using the 170,826 20,862
equity method
Changes in ownership interest in subsidiaries 1,353,306 1,441,117
Employee stock options 6,094 1,304
Restricted stock to employees 386,975 1,069,401
Other 409,917 409,917

$_ 83,352,004 83,321,308

According to the R.O.C. Company Act, realized capital reserves can only be capitalized or
distributed as cash dividends after offsetting a dificit. The aforementioned realized capital
surplus includes share premiums and donation gains. According to the Regulations Governing
the Offering and Issuance of Securities by Securities Issuers, the amount of capital reserves that
can be capitalized shall not exceed 10% of the total common stock outstanding.
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(iv) Retained earnings

The Company’s Articles of Incorporation require that after tax earnings shall first be offset
against any deficit, and 10% of the balance shall be set aside as legal reserve. The appropriation
for legal reserve is discontinued when the balance of the legal reserve equals the total
authorized capital. Aside from the aforesaid legal reserve, the Company may, under its Articles
of Incorporation or as required by the government, appropriate for special reserve. The
remaining balance of the earnings, if any, may be appropriated according to a resolution of a
shareholder’s meeting.

According to the R.O.C. Company Act, the Company should distribute dividends and bonus, or
all or part of the legal reserve and capital surplus, stipulated by the Company Act, as cash
dividends based on the resolution of the Board of Directors with two-thirds directors present
and approved by one-half of the present directors.

In order to bring about stability in the payment of dividends, the Company distributes
dividends depending on the level of earnings of each year. The Company is facing a rapidly
changing industrial environment. In consideration of the Company’s long term operating plan
and funding needs, the Company adopts a stable dividends policy. Therefore, dividend
distributions should not be less than 10% of distributable earnings. The Company distributes
dividends of at least 10% of the aggregate dividends, if the distributions include cash
dividends.

1) Legal reserve

When a company incurs profit, the meeting of shareholders shall decide on the
distribution of the statutory earnings reserve either by issuing new shares or by paying
cash, of up to 25% of the actual share capital.

2)  Special reserve

In accordance with the rules issued by the FSC, a portion of current-period earnings and
undistributed prior-period earnings shall be reclassified as special earnings reserve during
earnings distribution. The amount to be reclassified should equal the current-period total
net reduction of other shareholders’ equity. Similarly, a portion of undistributed prior-
period earnings shall be reclassified as special earnings reserve (which does not qualify
for earnings distribution) to account for cumulative changes to other shareholders’equity
pertaining to prior periods. Amounts of subsequent reversals pertaining to the net
reduction of other shareholders’ equity shall qualify for additional distributions.
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3)  Earnings distribution

On June 15, 2022, and August 4, 2021, the Company’s shareholders’ meeting resolved to
appropriate the 2021 and 2020 earnings, respectively. These earnings were appropriated
or distributed as follows:

For the years ended December 31
2021 2020

Common stock dividends per share (dollars)
—Cash $ 5.00 4.50

(v) Other equity (net of tax)

Unrealized gains

Exchange (losses) from financial Deferred
differences on assets measured at compensation
translation of fair value through arising from
foreign financial other comprehensive issuance of
statements income restricted stock Total

Balance on January 1, 2022 $ (21,363,627) 444,778 (712,701) (21,631,550)
Exchange differences on foreign operations 13,356,947 - - 13,356,947
Exchange differences on associates accounted for

using the equity method 403,050 - - 403,050
Unrealized losses from financial assets measured at

fair value through other comprehensive income - (364,808) - (364,808)
Deferred compensation cost arising from issuance

of restricted stock - - 643,824 643,824
Balance on December 31, 2022 $ (7,603,630) 79,970 (68,877)  (7,592,537)
Balance on January 1, 2021 $ (15,808,892) (57,309) (1,146,659)  (17,012,860)
Exchange differences on foreign operations (3,466,082) - - (3,466,082)
Exchange differences on associates accounted for

using the equity method (256,468) - - (256,468)
Difference between consideration and carrying

amount of subsidiaries acquired or disposed (1,832,185) - - (1,832,185)
Unrealized gains from financial assets measured at - 522,406 - 522,406

fair value through other comprehensive income
Disposal of investments in equity instruments - (20,319) - (20,319)

designated at fair value through other

comprehensive income
Deferred compensation cost arising from issuance

of restricted stock - - 433,958 433,958
Balance on December 31, 2021 $ (21,363,627) 444,778 (712,701) _ (21,631,550)
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(vi) Non-controlling interests (net of tax)

For the years ended December 31

2022 2021

Balance on January 1 $ 27,662,332 36,345,941
Income attributable to non-controlling interests 6,066,779 4,481,451
Other comprehensive income (loss) attributable to non-

controlling interests

Exchange differences on foreign operation 330,867 (80,365)

Remeasurements of defined benefit plans 32,669 4,668
Difference between consideration and carrying amount - 1,991,358

of subsidiaries acquired or disposed
Changes in ownership interest in subsidiaries (12,950) 55,620
Changes in non-controlling interests (1,999,999) (15,136,341)
Balance on December 31 $ 32,079,698 27,662,332

Share-based payment

Information on share-based payment transactions as of December 31, 2022 and 2021 were as
follows:

Equity-settled
share-based

payment
Restricted stock to
employee
Issued in 2020
Thousand units granted 60,000
Contractual life 4 years
Vesting period Note A
Actual turnover rate of employees 6.27% and 3.48%
Estimated future turnover rate for each or the three years of employees 5.84%~19.02%

Note A : Employees are entitled to receive 25%, 25%, 25%, and 25% of the restricted stock in the first,
second, third and fourth year, respectively, of their service.

On June 19, 2020, the shareholders approved a resolution passed during their meeting to award

60,000 thousand new restricted shares of stock to those full-time employees who meet certain
requirement of the Company. The restricted stock has been declared effective by the Securities and
Futures Bureau of the Financial Supervisory Commission, R.O.C. On September 22, 2020, the

Board of Directors approved to issue 53,103 thousand shares of restricted shares of stock with fair

value of NT$63.2 each at grant date. The record date for the capital increase through issuance of
restricted shares of stock was December 8, 2020. The actual issuance number for the capital increase

was 52,411 thousand shares. On January 4, 2021, the registration procedures were completed. On
May 11, 2021, Board of Directors of the Company approved to issue secondary new restricted shares

of stock totaling 7,589 thousand shares with fair value of $69.3 each at grant date. The record date
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for the capital increase through issuance of restricted shares of stock was June 11, 2021. The actual

issuance number for the capital increase was 7,574 thousand shares. On July 12, 2021, the
registration procedures were completed.

Employees with restricted stock awards are entitled to purchase the Company’s shares at the price of
NT$10 per share provided that these employees continue to work for the Company for the following
three years. 25%, 25%, 25% and 25% of the restricted shares of stock is vested in year 1, 2, 3 and 4,
respectively. The restricted stock is kept by a trust, which is appointed by the Company, before it is
vested. These shares of stock shall not be sold, pledged, transferred, gifted or by any other means of
disposal to third parties during the custody period. These shares of stock are entitled to the right as
the holders of common shares once issued, except for those shares kept by a trust or shares that do
not meet the vesting condition. If the shares remain unvested after the vesting period, the Company
will repurchase all the unvested shares at the issue price and cancel the shares thereafter.

(i) Determining the fair value of equity instruments granted

The Company adopted the Black-Scholes model to calculate the fair value of the stock option
at grant date, and the assumptions adopted in this valuation model were as follows:

Equity-settled share-based payment
Restricted stock to employee

Issued in 2020-2 Issued in 2020-1
Fair value at grant date 05/11/2021 09/22/2020
Stock price at grant date $ 69.30 63.20
Exercise price 10.00 10.00
Expected life of the option 4 years 4 years
Current market price 69.30 63.20
Expected volatility 25.25%~28.65% 27.76%~31.92%
Expected dividend yield -% -%
Risk-free interest rate (Note A) (Note B)

Note A : The risk-free interest rate is 0.1006% for the 1st year, 0.1486% for the 2nd year, 0.1865% for
the 3rd year and 0.2244% for the 4th year.

Note B : The risk-free interest rate is 0.1202% for the 1st year, 0.1690% for the 2nd year, 0.2123% for
the 3rd year and 0.2556% for the 4th year.

(i1) Restricted stock to employee

For the years ended December 31, 2022 and 2021, 1,952 thousand and 1,572 thousand shares
of restricted stock awards issued to employees have expired, which were converted to capital

surplus of $19,524 thousand and $15,663 thousand, respectively. As of December 31, 2022 and
2021, the Company has deferred compensation cost arising from issuance of shares of restricted

stock awards of $68,877 thousand and $712,701 thousand, respectively.

For the years ended December 31, 2022 and 2021, the Company recognized and reversed salary

cost of $56,007 thousand and $73,837 thousand from the distribution of cash dividends to
estimated non-vesting restricted shares of stock distributed to employees from prior period
earnings. Such salary cost was credited to retained earnings.
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(iii)) Expenses recognized in profit or loss

The Company incurred expenses of share-based arrangements for the years ended December
31, 2022 and 2021, as follows:

For the years ended December 31
2022 2021

Expenses resulting from the issuance of restricted stock
to employees $ 614,728 972,947

Subsidiary’s share-based payments

(@)

New shares of restricted stock awards of AZUREWAVE

A resolution was decided during the shareholders meeting held on July 15, 2021 to award 3,000
thousand new shares of restricted stock awards to those full-time employees who meet
AZUREWAVE’s requirements. The restricted stock has been registered with and approved by
the Securities and Futures Bureau of the Financial Supervisory Commission, R.O.C. On
November 10, 2021, the board of directors issued all the restricted stock, with the fair value on
the grant date of $26.95 dollars per share. The record date for the capital increase through
issuance of restricted shares of stock was January 3, 2022.

The issuance of new shares of restricted stock awards was made free of charge, and 20%, 40%
and 40% of the restricted stock is vested in one, two and three years of employment with
AZUREWAVE from the subscription date. The new shares of restricted stock awards are kept
by a trust, which is appointed by AZUREWAVE, before it is vested. These shares of stock
shall not be sold, pledged, transferred, gifted or by any other means of disposed to third parties
during the custody period. These shares of stock are entitled to the same right as the holders of
common stock once issued, except for those shares kept by a trust or shares that do not meet the
vesting condition. If the employee does not fulfill the vesting conditions, AZUREWAVE has
the rights to recall the shares without cost.

On March 7, May 11 and November 8, 2022, AZUREWAVE approved to retire and cancel 45

thousand shares, 531 thousand shares and 127 thousand new shares of restricted stock awards,
with the record date set on March 15, May 13, and November 11, 2022, due to those employees
who did not meet the vesting condition for the years ended December 31, 2022.

For the years ended December 31, 2022 and 2021, AZUREWAVE recognized share-based

compensation cost of $32,162 thousand and zero, due to the issuance of new shares of
restricted stock awards.
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(i) New shares of restricted stock awards of ASROCK

1))

ASROCK

On August 20, 2021, the shareholders of ASROCK approved a resolution passed during
their meeting to award 2,300 thousand new shares of restricted stock awards to those full-
time employees who meet certain requirement of ASROCK. The restricted shares of
stock totaling 2,300 thousand shares have been registered with and approved by the
Securities and Futures Bureau of the Financial Supervisory Commission, R.O.C. On
October 28, 2021, 2,283 thousand shares were actually issued for such award with fair
value of $145 dollars each at grant date.

Employees who have been allocated the above-mentioned new shares of restricted stock
awards can subscribe for the allocated shares for $10 dollars and obtain them in batches
in accordance with the following established conditions:

A.The overall performance of the company:

a.The EPS of ASROCK in the previous year is higher than 10, with an overall weight
of 100%.

b.The EPS of ASROCK in the previous year is between 7.5 and 10, with an overall
weight of 50%.

c.The EPS of ASROCK in the previous year is less than 7.5, without any overall
weight.

B. Personal performance:

a. The mid-year assessment is A or above (including A), with a personal weight of
100%.

b. The mid-year assessment is between B+~A (excluding A), with a personal weight
of 80%.

c. The mid-year assessment is between B-~B+ (excluding B+), with a personal weight
of 60%.

d. The mid-year assessment is C, without any personal weight.

C. One year of employment after subscription of new shares of restricted stock awards,
and there should be no violation of laws or regulations, company working rules,
business ethics codes, as well as other related regulations and agreements, in the first
year, with the existing 40% of the shares are multiplied by the overall weight, then
multiplied by the personal weight.

D. Two years of employment after subscription of new shares of restricted stock awards,
and there should be no violation of laws or regulations, company working rules,
business ethics codes, as well as other related regulations and agreements, in the
second year, with the existing 30% of the shares are multiplied by the overall weight,
then multiplied by the personal weight.
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E. Three years of employment after subscription of new shares of restricted stock awards,
and there should be no violation of laws or regulations, company working rules,
business ethics codes, as well as other related regulations and agreements, in the third
year, with the existing 30% of the shares are multiplied by the overall weight, then
multiplied by the personal weight.

The new shares of restricted stock awards are kept by a trust, which is appointed by
ASROCK, before it is vested. These shares of stock shall not be sold, pledged,
transferred, gifted or by any other means of disposal to third parties during the custody
period. These shares of stock are entitled to the same right as the holders of common
shares once issued, except for those shares kept by a trust or shares that do not meet
the vesting condition.

The aforesaid information of new shares of restricted stock awards was follows:

New shares of restricted stock awards

Vesting period Year 1 Year 2 Year 3 Total

Original vested shares (In thousands 913 685 685 2,283
of units)

Operating performance issue ratio 100.00 % 98.37 % 90.79 %

Estimated employee turnover rate 0.02 % 8.82 % 17.73 %

Qualified rate of performance - % 76.92 % 76.92 %

Vested shares (In thousands of units) - 472 393 865

Fair value (dollars) 145 145 145

Service costs $ - 63,707 53,053 116,760

The new shares of restricted stock awards issued by ASROCK cannot be transferred
within three years of the vesting period, but they still have the right to vote and
distribute dividends. Once the employee with an allocation of new shares of restricted
stock awards leaves during the vesting period, he must return all the dividends and
new shares of restricted stock awards.

2)  ASRock Rack

As of December 31, 2022, the share-based payment transactions issued by ASRock Rack
were as follows:

Number of shares granted

Type of agreement Grant date (In thousands of shares) Contract term Vesting condition
New shares of restricted stock ~ February 27, 1,490 4 years 3 years of service vested 50%
awards 2019 4 years of service vested 50%
Employee share option plan May 29, 2020 1,500 1 year and 6 1 year of service vested 100%
months
Employee share option plan June 30, 2022 2,300 3 years and 6 2 years of service vested 50%
months 3 years of service vested 50%
(Note)
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Note: After the employee stock option issued, except when ASRock Rack securities with
common share convertible right or stock option are converted to common stock or
ASRock Rack issues new shares as employee bonus, if ASRock Rack’s common
shares increses, and in the event of capital reduction for reasons other than treasury
stock cancellation thereby causing decrease in common shares and if ASRock Rack
distributes common share cash dividends which account for more than 1.5% of
current share price, ASRock Rack would make adjustment in accordance with
ASRock Rack’s Employee Stock Option Certificate Issuance and Stock Subscription
Measures.

The aforesaid information of new shares of restricted stock awards was as follows:

New shares of restricted stock awards

Vesting period year 1 year 2 year 3 year 4 Total

Original vested shares (In thousands of - - 745 745 1,490
units)

Estimated employee turnover rate - - 14.19 % 20.00 %

Vested shares after considering employee - 639,250 596,000 1,235,250

turnover rate (In thousands of units)
Fair value (dollars) - - 5.53 5.53
Service costs $ - - 3,535 3,296 6,831

The fair value of the options is evaluated according to the binomial option pricing model,
and the parameters and assumptions are based on the terms and conditions of the contract.

The assumptions and pricing model adopted in the aforesaid share-based payments were
as follows:

May 29, 2020 June 30, 2022
Fair value at grant date (dollars) 0.1232 1.85~2.26
Exercise price (dollars) 22 22
Expected volatility rate 30.95% 41.16%~44.34%
Risk-free interest rate 0.2763% 0.9867%~1.0237%
Expected duration of option 1.5 years 2.5~3.5 years
Weighted average stock price 11.72 13.74
(dollars)
Pricing model Binomial options pricing model

Expected duration period of option was estimated by historical data and current
expectation. Consequently, it might not equal to actual implement situation. Expected
volatility rate assumed that historical volatility close to the duration period of the option
represents future trend. Hence, it might not equal the actual ratio in the future.
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The aforesaid information on the employee stock option was as follows:

For the year ended December 31

2022 2021
Outstanding Weighted Outstanding Weighted
number of options average exercise number of options average exercise
May 29, 2020 (In thousand units) price (dollars) (In thousand units) price (dollars)

Outstanding as of January 1 - $ - 1,500 $
Granted during the period - - - -
Exercised during the period - - 1,450
Forfeited during the period - - (50) -

Outstanding as of December 31

Exercisable as of December 31

As of December 31, 2022
implemented completely.

June 30, 2022

Outstanding as of January1
Granted during the period
Forfeited during the period
Exercised during the period
Outstanding as of December 31

Exerisable as of December 31

and 2021, the related share-based payment has been

For the year ended December 31, 2022
Outstanding number of

options (In thousand Weighted average exercise
units) price (dollars)
- $ -
2,300 22
2,300 19.45

As of December 31, 2022, related information about outstanding options on the share-
based payment was as follows:

Exercise price Weighted average
(dollars)(Note) residual duration (years)

December 31, 2022
Outstanding option ~ $

19.45 3

Note: Adjustment of the exercise price according to regulations employee stock option

plan.
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3)  ASRock Industrial

As of December 31, 2022, the share-based payment transactions issued by ASRock
Industrial were as follows:

Number of shares granted

Type of agreement Grant date (In thousands of shares) Contract term Vesting condition
Employee share option plan January 15, 1,500 2 years and 6 1 year of service vested 50%
months 2 years of service vested 50%
2019

Employee share option plan April 20, 2021 2,200 3 years and 6 1 year of service vested 35%
(Note) months 2 years of service vested 35%
3 years of service vested 30%

Employee share option plan July 8, 2022 2,100 3 years and 6 2 years of service vested 50%

(Note)

months

3 years of service vested 50%

Note: After the employee stock option issued, except when ASRock Industrial securities
with common share convertible right or stock option are converted to common
stock or ASRock Industrial issues new shares as employee bonus, if ASRock
Industrial’ s common shares increses, and in the event of capital reduction for
reasons other than treasury stock cancellation thereby causing decrease in common
shares and if ASRock Industrial distributes common share cash dividends which
account for more than 1.5% of current share price, ASRock Industrial would make
adjustment in accordance with the ASRock Industrial’s Employee Stock Option
Certificate Issuance and Stock Subscription Measures.

The fair value of the options is evaluated according to the binomial option pricing model,
and the parameters and assumptions are based on the terms and conditions of the contract.

The assumptions and pricing model adopted in the aforesaid share-based payments were
as follows:

January 15, 2019 April 20, 2021 July 8, 2022
Fair value at grant date (dollars) 1.03 1.2~2.16 3.94~4 .41
Exercise price (dollars) 10 14.5 22
Expected volatility rate 31.74% 29.61%~31.19%  26.40%~28.49%
Risk-free interest rate 0.5741% 0.1185%~0.2523% 0.8988%~0.9707%
Expected duration of option 2.5 years 1.5~3.5 years 2.5~3.5 years
Weighted average stock price 8.1 12.49 21.69

(dollars)

Pricing model Binomial options pricing model

Expected duration period of option was estimated by historical data and current
expectation. Consequently, it might not equal to actual implement situation. Expected
volatility rate assumed that historical volatility close to the duration period of the option
represents future trend. Hence, it might not equal the actual ratio in the future.
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The aforesaid information on the employee stock option was as follows:

For the years ended December 31

2022 2021
Outstanding Weighted Outstanding Weighted
number of options average exercise = number of options average exercise
January 15, 2019 (In thousand units) price (dollars) (In thousand units) price (dollars)
Outstanding as of January 1 - $ - 750 $ 10
Granted during the period - - - -
Exercised during the period - - (613) 10
Forfeited during the period - - 137 -

Outstanding as of December 31 - - - -

Exercisable as of December 31 - -

As of December 31, 2022 and 2021, the related share-based payment has been
implemented completely.

For the years ended December 31

2022 2021
Outstanding Weighted Outstanding Weighted
number of options average exercise = number of options average exercise
April 20, 2021 (In thousand units) price (dollars) (In thousand units) price (dollars)

Outstanding as of January 1 2,200 § 12.5 - $ -
Granted during the period - - 2,200 14.5
Exercised during the period (770) 12.5 - -
Outstanding as of December 31 1,430 10 2,200 12.5

Exercisable as of December 31 - - - R

As of December 31, 2022 and 2021, the related information about outstanding options on
the share-based payment was as follows:

Exercise price Weighted average
(dollars) (Note) residual duration (years)
December 31, 2022
Outstanding option $10.0 1.8
December 31, 2021
Outstanding option $12.5 2.8

Note: Adjustment of the exercise price according to regulations for employee share option
plan.
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For the years ended December 31, 2022
Outstanding number of

options Weighted average exercise
July 8, 2022 (In thousand units) price (dollars)
Outstanding as of January 1 - $ -
Granted during the period 2,100 22
Exercised during the period - -
Outstanding as of December 31 2,100 16.15

Exercisable as of December 31 -

As of December 31, 2022, the related information about outstanding options on the share-
based payments was as follows:

Exercise price Weighted average
(dollars) residual duration (years)

December 31, 2022

Outstanding option $ 16.15 3.02
4)  AS Jade

As of December 31, 2022, the share-based payment transactions issued by AS Jade were

as follows:

Number of shares granted
Type of agreement Grant date (In thousands of shares) Contract term Vesting condition

Employee share option plan ~ September 7, 3,240 10 years 1 year of service vested 50%

2022 2 years of service vested 50%

The fair vlaue of the options is evaluated according to the binomial option pricing model,
and the parameters and assumptions are based on the terms and conditions of the contract.

The assumptions and pricing model adopted in the aforesald share-based payments were

as follows:

September 7, 2022
Fair value at grant date (dollars) 6.16
Exercise price (dollars) 10
Expected volatility rate 22.71%
Risk-free interest rate 1.3170%
Expected duration of option 10 years
Weighted average stock price (dollars) 13.69
Pricing model Binomial options pricing

model

Expected duration period of option was estimated by historical data and current
expectation. Consequently, it might not equal to actual implement situation. Expected
volatility rate assumed that historical volatility close to the duration period of the option
represents future trend. Hence, it might not equal the actual ratio in the future.
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The aforesaid information on the employee stock option was as follows:

Outstanding number of

options Weighted average exercise
September 7, 2022 (In thousand units) price (dollars)
Outstanding as of January 1 - $ -
Granted during the period 3,240 10
Exercised during the period
Outstanding as of December 31 3,240 10

Exercisable as of December 31 -

As of December 31, 2022, the related information about outstanding options on the share-
based payments was as follows:

Exercise price Weighted average
(dollars) residual duration (years)
December 31, 2022
Outstanding option $ 10 9.65

Modification or cancellation of the share-based payment payment plan for employees

No modification or cancellation of the share-based payment payment plan has occurred
for the years period ended December 31, 2022.

The expenses resulting from share-based payment transactions were as follows:

For the years ended December 31
2022 2021

Expense resulting from equity-settled share-based
payment $ 43,864 42,748

Employee stock option of Lumens

On March 11, 2021, the board of Lumens resolved to issue 2,000 thousand shares for employee
stock options. Each option certificate can purchase 1 thousand ordinary share, delivered by
issuing new shares. The option certificates are awarded to those employees who meet certain
requirement of Lumens. Duration is 6 years, and the certificate owners can exercise the option

certificates two years after the issuance. On September 15, 2021, Lumens issued 1,613
thousand of employee stock options.

Granted stock options Accumulated exercisable stock option(%)
2 years from grant date 30%
3 years from grant date 70%
4 years from grant date 100%
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Determining the fair value of equity instruments at grant date

Lumens adopted the binomial option pricing model to estimate the fair value of the stock
option at grant date, is between $23.63 dollars and $25.22 dollars, the assumptions inputs
in this valuation model were as follows:

For the year ended December 31,

2021
Fair value at grant date 97.7
Stock price at grant date 112.2
Exercise price (dollars) 78.6
Expected volatility rate 31.44%
Risk-free interest rate 0.3%
Expected duration of option 4.56 years
Excepted dividends rate 4.04%

Employee stock options

The aforesaid information on the employee stock option was as follows:

For the year ended December 31

2022 2021
Weighted- Weighted-
average exercise Units of stock average exercise Units of stock
price (dollars) option price (dollars) option

Outstanding as of January 1 $ 78.6 1,613 $ -

(In thousand units)

Granted during the period - - 78.6 1,613
Forfeited during the period - (96) -

Outstanding as of December 31 78.6 1,517 78.6 1,613

(In thousand units)

The related information about outstanding options on the share-based payments was as
follows:

December 31, December 31,
2022 2021
Exercise price $78.6 78.6
Weighted average residual duration 4.67 years 5.67 years

Expenses resulting from share-based payment

For the years ended December 31
2022 2021
Expenses resulting from employee stock option $ 13,036 4,719

(Continued)

254



PEGATRON CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

(iv) Compensated new shares of restricted stock awards of KINSUS

1)

On May 27, 2022, the shareholders meeting approved to issue 5,400 thousand new shares
of restricted stock awards for certain requirement employee, with the approval from the

Securities and Futures Bureau of the Financial Supervisory Commission, R.O.C. On July
25, 2022, the board of KINSUS approved to issue 2,063 thousand shares of restricted

stock, with the record date for the capital increase on August 19, 2022. However, only

1,932 thousand shares were actually issued, with a fair value of $130 (dollars) per share
at the grant date.

New shares of restricted stock awards are entitled to purchase shares at the price of $85.6
per share, and the vesting conditions were as follows:

II. Employees above grade 8 (inclusive)

Vesting conditions Percentage of vesting shares
1 month from grant date 30% (Rounding up to thousands of shares)
8 months from grant date 20% (Rounding up to thousands of shares)
13 months from grant date 20% (Rounding down to thousands of shares)
20 months from grant date 10% (Rounding up to thousands of shares)
25 months from grant date 10% (Rounding up to thousands of shares)
32 months from grant date Remaining shares

II1. Employees from Grade 6 to Grade 7

Vesting conditions Percentage of vesting shares
1 month from grant date 30% (Rounding up to thousands of shares)
13 months from grant date 50% (Rounding down to thousands of shares)
25 months from grant date Remaining shares

The restricted obligation before vested was as follows:

a)  The new shares of restricted stock awards are kept by a trust before being vested.

These shares shall not be sold, pledged, transferred, gifted, or disposed of by any

other means to third parties during the custody period.

b)  Upon the issuance of the new shares of restricted stock awards, it shall be kept by a
trust immediately. Before the vesting conditions have been met, there shall not be
any reason or way to request trustee returning the new shares of restricted stock

awards.

¢)  The new shares of restricted stock awards can participate in the distribution of cash

dividend and stock dividend in the vesting period.

d) The voting rights of these shareholders are executed by the custodian, and the

custodian will act based on law and regulations.
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On August 19, 2022, KINSUS issued 1,932 thousand new shares of restricted stock
awards, and incurred 226,084 thousand to capital surplus, of new shares of restricted

stock awards of KINSUS. As of December 31, 2022, 5 thousand shares of new shares of
restricted stock awards have expired, resulting in the capital surplus of KINSUS to

increase by $50 thousand. Subsequently, as of December 31, 2022, the deferred
compensation cost of KINSUS arising from the issuance of its new shares of restricted

stock awards amounted to $35,933 thousand.
2)  The expenses resulting from the share-based payment transactions were as follows:

For the years ended December 31
2022 2021

Expenses resulting from equity-settled share-based
payment S 47,882 3,836

3) KINSUS did not make any cancellation or amendment to share-based payment
transactions for the years ended December 31, 2022 and 2021.

Earnings per share

The basic earnings per share and diluted earnings per shares were calculated as follows:

For the years ended December 31

2022 2021
Continuing Discontinued Continuing Discontinued
operations operations Total operations operations Total
Basic earnings per share
Profit attributable to ordinary shareholders§ 15,262,931 (166,751) 15,096,180 20,873,374 (327,731) 20,545,643
Weighted-average number of ordinary
shares 2,667,906 2,667,906 2,667,906 2,666,276 2,666,276 2,666,276
$ 5.72 (0.06) 5.66 7.83 (0.12) 7.71
Diluted earnings per share
Profit attributable to ordinary shareholders
(diluted) $ 15,262,931 (166,751) 15,096,180 20,873,374 (327,731) 20,545,643
Weighted-average number of ordinary
shares 2,667,906 2,667,906 2,667,906 2,666,276 2,666,276 2,666,276
Effect of potentially dilutive ordinary 25,900 25,900 25,900 28,292 28,292 28,292
shares
Weighted-average number of ordinary 2,693,806 2,693,806 2,693,806 2,694,568 2,694,568 2,694,568
shares (diluted)
$ 5.67 (0.07) 5.60 7.75 (0.13) 7.62
(Continued)
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(z) Revenue from contracts with customers
(i) Disaggregation of revenue

For the year ended December 31, 2022
Continuing Operations

Strategic
Investment Discontinued
DMS Group operations Total
Primary geographical markets:
Europe $ 577,638,735 4,451,973 15,868 582,106,576
U.S.A. 470,697,500 16,040,298 - 486,737,798
Taiwan 92,670,726 14,667,929 39,166 107,377,821
China 29,396,549 21,217,828 456,328 51,070,705
Japan 13,842,083 4,072,555 - 17,914,638
Other countries 64,470,133 8,432,845 303,206 73,206,184
$_1,248,715,726 68,883,428 814,568 1,318,413,722
For the year ended December 31, 2021
Continuing Operations
Strategic
Investment Discontinued
DMS Group Operations Total
Primary geographical markets:
Europe $ 559,517,278 10,132,165 30,970 569,680,413
US.A. 442,761,375 17,636,120 510 460,398,005
Taiwan 98,256,966 14,801,825 776,068 113,834,859
China 23,078,445 30,702,246 886,381 54,667,072
Japan 13,064,288 2,578,174 6 15,642,468
Other countries 47.411,418 1,443,561 642,386 49.497.365
$ 1,184,089,770 77,294,091 2,336,321 1,263,720,182
(i1)) Contract balances
December 31, December 31, January 1,
2022 2021 2021
Notes receivable $ 11,200 14,952 6,612
Accounts receivable 190,423,074 249,637,569 224,136,586
Less: Allowance for impairment 187,095 119,064 179,507
Total $_ 190,247,179 249,533.457 223,963,691
Contract liabilities S 3,828,212 1,475,626 1,354,471

Please refer to Note 6(d) for the details on accounts receivable and allowance for impairment.

The major change in the balance of contract liabilities is the difference between the time frame
in the performance obligation to be satisfied and the payment to be received. There were no
other significant changes for the years ended December 31, 2022 and 2021.
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Remunerations to employees and directors

In accordance with the articles of incorporation the Company should contribute no less than 7% of
the profit as employee compensation and less than 0.7% as directors' remuneration when there is
profit for the year. However, if the Company has accumulated deficits, the profit should be reserved
to offset the deficit. The recipients of shares and cash may include the employees of the Company's
affiliated companies who meet certain conditions.

For the years ended December 31, 2022 and 2021, the Company estimated its employee
remuneration amounting to $1,365,000 thousand and $1,605,000 thousand, and directors'
remuneration amounting to $135,000 thousand and $159,000 thousand, respectively. The estimated
amounts mentioned above are calculated based on the net profit before tax, excluding the
remuneration to employees and directors of each period, multiplied by the percentage of
remuneration to employees and directors as specified in the Company’s articles. Such amounts were
recognized as operating costs or operating expenses during the years ended December 31, 2022 and
2021. Management is expecting that the differences, if any, between the actual distributed amounts
and estimated amounts will be treated as changes in accounting estimates and charged to profit or
loss. The numbers of shares to be distributed were calculated based on the closing price of the
Company’s ordinary shares, one day before the date of the meeting of Board of Directors. There was
no difference between the amounts approves in Board of Directors meeting and recognized for the
year ended December 31, 2022 and 2021.

Non-operating income and expenses
(i) Interest income

The details of interest income were as follows:

For the years ended December 31

2022 2021
Continuing Discontinued Continuing Discontinued
operations operations Total operations operations Total
Interest income from $ 2,274,775 1,654 2,276,429 1,492,278 988 1,493,266

bank deposits
(i1)) Other income

The details of other income were as follows:

For the years ended December 31

2022 2021
Continuing Discontinued Continuing Discontinued
operations operations Total operations operations Total
Subsidy income $ 2,760,380 - 2,760,380 1,749,195 - 1,749,195
Rental income 620,229 - 620,229 708,855 - 708,855
Dividend income 119,657 - 119,657 83,521 - 83,521
Technical sevice 582,061 - 582,061 594,336 - 594,336
Other income 631,325 61,607 692,932 835,285 15,301 850,586
$ 4,713,652 61,607 4,775,259 3,971,192 15,301 3,986,493
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(iii) Other gains and losses

The details of other gains and losses were as follows:

For the years ended December 31

2022 2021
Continuing  Discontinued Continuing  Discontinued
operations operations Total operations operations Total
Gains on disposals of investment ~ $ - - - 3,958,758 - 3,958,758
Foreign exchange (losses) gains (2,068,450) 18,568  (2,049,882) 2,806,206 (15,462) 2,790,744
Gains on disposal of property, plant 160,579 223,022 383,601 612,578 7,084 619,662
and equipment
Gains (losses) on lease 26,152 101,344 127,496 (1,277) - (1,277)
modifications
Loss on disposal of intangible assets - - - (334) - (334)
Impairment loss on non-financial (40,502) - (40,502) (57,079) (8,771) (65,850)
assets
Net loss on financial assets (4,389,072) - (4,389,072)  (254,156) - (254,156)
measured at fair value through profit
Provisions and others (194,156) (224,941) (419,097) (1,817,900) (11,946) (1,829,846)
$ (6,505,449) 117,993 (6,387,456) 5,246,796 (29,095) 5,217,701
(iv) Finance costs
The details of finance costs were as follows:
For the years ended December 31
2022 2021
Continuing  Discontinued Continuing  Discontinued
Operations Operations Total Operations Operations Total
Interest expenses $ 1,934,019 37,124 1,971,143 947,606 13,199 960,805
Financial expense- 16,508 - 16,508 11,592 - 11,592
bank fees and
factoring fees, etc.
$ 1,950,527 37,124 1,987,651 959,198 13,199 972,397
(Continued)
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(ac) Reclassification adjustments of components of other comprehensive income

For the years ended December 31

2022 2021
Cumulative adjustment
Cumulative foreign exchange differences from current period $ 13,687,814 (3,759,474)
Share of other associates accounted for using equity method 403,050 (256,468)
Reclassification to profit or loss on the disposal of subsidiaries - 213,027
Net change in fair value recognized in other comprehensive income $ 14,090,864 (3,802,915)

(ad) Financial instruments

(1)  Credit risk

1)

2)

3)

Credit risk exposure

The carrying amount of financial assets represents the maximum amount exposed to
credit risk.

Concentration of credit risk

As of December 31, 2022 and 2021, the accounts receivable from the Group's top three
customers were amounted to $131,973,672 thousand and $195,354,058 thousand,

representing 69% and 78% of accounts receivable, respectively, which exposes the Group
to credit risk.

Credit risk of accounts receivable
For credit risk exposure of notes and accounts receivables, please refer to Note 6(d).
Other financial assets at amortized cost includes other receivables and time deposits, etc.

All of these financial assets are considered to be low risk, and thus the impairment
provision recognized during the period was limited to 12 months expected losses.

The loss allowance provision for the years ended December 31, 2022 and 2021 was
determined as follows:

Other
receivables
Balance on January 1, 2022 $ 16,438
Reversal of impairment loss recognized (423)
Effect of movement in exchange rates 284
Balance on December 31, 2022 $ 16,299
(Continued)
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Other
receivables
Balance on January 1, 2021 $ 18,871
Impairment loss recognized 5,447
Effect of movement in exchange rates (5,982)
Effect of disposals of subsidiaries (1,898)
Balance on December 31, 2021 $ 16,438

(i) Liquidity risk

The following table shows the contractual maturities of financial liabilities, excluding estimated
interest payments and the impact of netting agreements.

Carrying Contractual Within 1 More than 2
amount cash flows year 1-2 years years
December 31, 2022
Non-derivative financial liabilities
Secured bank loans $ 272,216 272,216 6,655 7,872 257,689
Unsecured bank loans 96,316,133 96,451,788 82,371,617 3,729,565 10,350,606
Unsecured ordinary corporate bonds 34,876,992 34,900,000 4,500,000 8,000,000 22,400,000
Non-interest bearing liabilities 240,715,180 240,715,180 235,385,475 5,329,705 -
Lease liabilities 2,888,601 2,888,601 1,366,074 853,722 668,805
$ 375,069,122 375,227,785 323,629,821 17,920,864 33,677,100
December 31, 2021
Non-derivative financial liabilities
Secured bank loans $ 54,001 54,001 292 2,020 51,689
Unsecured bank loans 104,992,034 105,091,062 92,835,321 2,549,033 9,706,708
Other unsecured loans 2,214,640 2,214,640 2,214,640 - -
Unsecured ordinary corporate bonds 36,869,595 36,900,000 2,000,000 4,500,000 30,400,000
Non-interest bearing liabilities 302,817,234 302,817,234 300,608,617 2,208,617 -
Lease liabilities 3,071,000 3,071,000 1,067,674 1,253,877 749,449

$_ 450,018,504 _ 450,147,937 _ 398,726,544 10,513,547 40,907,846

The liquidity of the aforesaid bank loans, bonds payable, and lease liabilities does not include
interest expense on cash outflow. The Group is not expecting that the cash flows included in
the maturity analysis could occur significantly earlier or at significantly different amounts.
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(ii1) Market risk

1)

2)

3)

Exposure to foreign currency risk

The Group’s significant exposures to currency risk were due from its foreign currency
denominated financial assets and liabilities as follows:

(Unit: Foreign currency / NTD in Thousands)

December 31, 2022 December 31, 2021
Foreign Exchange Foreign Exchange
Currency Rate NTD Currency Rate NTD

Financial assets

Monetary items

USD:NTD $17,243,548 30.7175 529,678,686 18,473,725 27.6830 511,408,129

USD:CNY 71,105 6.9646 2,184,168 77,155 6.3757 2,135,880

CNY:USD 5,242,415 0.1436 23,121,770 5,772,908 0.1568 25,065,704

USD:INR 379,710 82.7605 11,663,742 52 74.5125 1,440

Non-monetary items

CNY:USD 6,143,809 0.1436 27,107,247 5,129,509 0.1568 22,272,009
Financial liabilities

Monetary items

USD:NTD 16,896,396 30.7175 519,015,044 19,096,257 27.6830 528,641,683

USD:CNY 26,744 6.9646 821,509 162,064 6.3757 4,486,413

CNY:USD 4,957,472 0.1436 21,865,029 3,483,471 0.1568 15,125,073

USD:INR 784,019 82.7605 24,083,104 42,298 74.5125 1,170,936

Sensitivity analysis

The Group’s exposure to foreign currency risk arises from the translation of the foreign
currency exchange gains and losses on cash and cash equivalents, accounts receivable,
loans and other payables that are denominated in foreign currency. 1% appreciation
(depreciation) of the major foreign currency against the Group’s functional currency as of
December 31, 2022 and 2021 would have increased / decreased the before-tax net income
for the years ended December 31, 2022 and 2021 by $24,734 thousand and $86,321
thousand, respectively. The analysis is performed on the same basis for both periods.

Foreign exchange gains or losses on monetary items

Since the Group has many kinds of functional currency, the information on foreign
exchange gain (loss) on monetary items is disclosed by total amount. For the years ended
December 31, 2022 and 2021, foreign exchange gain (loss) (including realized and
unrealized portions) amounted to ($2,049,882) thousand and $2,790,744 thousand,
respectively.

(iv) Interest rate analysis

Please refer to the notes on liquidity risk management and interest rate exposure of the Group's
financial assets and liabilities.
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The following sensitivity analysis is based on the exposure to the interest rate risk of derivative
and non derivative financial instruments on the reporting date. Regarding liabilities with
variable interest rates, the analysis is based on the assumption that the amount of liabilities
outstanding at the reporting date was outstanding throughout the year. The rate of change is
expressed as the interest rate increases or decreases by 1% when reporting to management
internally, which also represents the Group management’ s assessment of the reasonably
possible interest rate change.

If the interest rate increases / decreases by 1%, the Group’s net income will decrease /increase

by $139,004 thousand and $111,570 thousand for the years ended December 31, 2022 and
2021, respectively, assuming all other variable factors remaining constant. This is mainly due
to the Group’s variable rate borrowing and cash advances for accounts receivable factoring.

Other market price risk

If the equity price changes, the impact of equity price change to other comprehensive income
will be as follows, assuming the analysis is based on the same basis for both years and
assuming that all other variables considered in the analysis remain the same :

For the years ended December 31

2022 2021
Comprehensive Net Income Comprehensive Net Income
Equity price on Income (Loss) (Loss) Income (Loss) (Loss)
reporting date (before tax) (before tax) (before tax) (before tax)
Increase 3% $ 42,109 230,707 44,786 329,131
Decrease 3% S (42,109) (230,707) (44,786) (329,131)

Fair value of financial instruments
1)  Fair value hierarchy

The Group measured its financial assets at fair value through profit or loss and financial
assets at fair value through other comprehensive income on the recurring basis. The
carrying amount and fair value of the Group’s financial assets and liabilities, including
the information on fair value hierarchy were as follows; however, except as described in
the following paragraphs, for financial instruments not measured at fair value whose
carrying amount is reasonably close to the fair value, and lease liabilities, disclosure of
fair value information is not required:

December 31, 2022
Fair Value
Book Value Level 1 Level 2 Level 3 Total

Financial assets at fair value through
profit or loss

Financial assets mandatorily measured at $§ 11,195,278 9,610,705 - 1,584,573 11,195,278
fair value through profit or loss
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Financial assets at fair value through other

comprehensive income

Stock of listed companies

Stock of unlisted companies

Stock of overseas listed companies
Stock of overseas unlisted companies

Subtotal
Financial assets at amortized cost
Cash and cash equivalents

Notes and accounts receivable
Other receivables
Other financial assets

Subtotal
Financial liabilities at amortized cost
Bank loans

Non-interest bearing liabilities
Lease liabilities

Unsecured ordinary corporate bonds
Subtotal

Financial assets at fair value through
profit or loss

Financial assets mandatorily measured at $ 13,259,525

fair value through profit or loss

Financial assets at fair value through other

comprehensive income
Stock of listed companies

Stock of unlisted companies

Stock of overseas listed companies
Stock of overseas unlisted companies
Private fund

Subtotal
Financial assets at amortized cost
Cash and cash equivalents

Notes and accounts receivable
Other receivables
Other financial assets

Subtotal

December 31, 2022
Fair Value
Book Value Level 1 Level 2 Level 3 Total
$ 672,778 672,778 - - 672,778
161,247 - - 161,247 161,247
201,334 201,334 - - 201,334
368,287 - - 368,287 368,287
$ 1,403,646 874,112 - 529,534 1,403,646
$ 84,577,382 - - - -
190,247,179 - - - -
1,329,144 - - - -
12,387,354 - - - -
$288,541,059 - - - -
$ 96,588,349 - - - -
240,715,180 - - - -
2,888,601 - - - -
34,876,992 - - - -
$375,069,122 - - - -
December 31, 2021
Fair Value
Book Value Level 1 Level 2 Level 3 Total
12,543,767 - 715,758 13,259,525
$ 1,015,796 1,015,796 - - 1,015,796
147,786 - - 147,786 147,786
241,285 241,285 - - 241,285
46,224 - - 46,224 46,224
41,784 - - 41,784 41,784
$ 1,492,875 1,257,081 - 235,794 1,492,875
$111,024,086 - - - -
249,533,457 - - - -
9,628,610 - - - R
30,723,520 - - - -
$400,909,673 - - - -
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December 31, 2021

Fair Value

Book Value Level 1 Level 2 Level 3 Total

Financial liabilities at amortized cost

Bank loans $105,046,035 - - - -
Other loans 2,214,640 - - - -
Non-interest bearing liabilities 302,817,234 - - - -
Lease liabilities 3,071,000 - - - -
Unsecured ordinary corporate bonds 36,869,595 - - - -

Subtotal $450,018,504 - - - -

Valuation techniques for financial instruments not measured at fair value:

The Group’s valuation techniques and assumptions used for financial instruments not
measured at fair value are as follows:

a)

Financial assets and financial liabilities measured at amortized cost

If there is quoted price generated by transactions, the recent transaction price and
quoted price data is used as the basis for fair value measurement. However, if no
quoted prices are available, the discounted cash flows are used to estimate fair
values.

Valuation techniques for financial instruments measured at fair value:

a)

b)

Non-derivative financial instruments
Financial instruments trade in active markets is based on quoted market prices.

A financial instrument is regarded as being quoted in an active market if quoted
prices are readily and regularly available from an exchange, dealer, broker, industry
group, pricing service, or regulatory agency and those prices represent actual and
regularly occurring market transactions. Quoted market prices may not be indicative
of the fair value of an instrument if the activity in the market is infrequent, the
market is not well-established, only small volumes are traded, or bid-ask spreads are
very wide. Determining whether a market is active involves judgment.

Measurements of fair value of financial instruments without an active market are
based on a valuation technique or quoted price from a competitor. Fair value
measured by a valuation technique can be extrapolated from similar financial
instruments, the discounted cash flow method, or other valuation technique
including a model using observable market data at the reporting date.

Derivative financial instruments

It is based on the valuation model accepted by the most market users, ex: Discount
rate and option pricing model. Forward exchange agreement is usually based on the
current forward rate.
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Fair value of structured financial instruments is based on appropriated valuation
model, ex: Black-Scholes model, or other valuation model, ex: Monte Carlo
simulation.

4)  Transfers between Level 1 and Level 2
There have been no transfers from each level for the years ended December 31, 2022.

The Group holds an investment in equity shares of Valens Semiconductor Ltd. (Valens),
which is classified as fair value through other comprehensive income, with the fair value
of $659,176 thousand at December 31, 2021. On September 30, 2021, Valens listed its
equity shares on an exchange and has a published quotation in an active market.
Therefore, the fair value measurement was transferred from Level 3 to Level 1 of the fair

value hierarchy at December 31, 2021.
5)  Reconciliation of Level 3 fair values

At fair value through
profit or loss

Fair value through other
comprehensive income

Non-derivative
mandatorily

measured at fair Unquoted Unquoted
value through equity debt
profit or loss instruments instruments Total
Opening balance, January 1, 2022 $ 715,758 194,010 41,784 951,552
Total gains and losses recognized:

In profit or loss (70,346) - - (70,346)

In other comprehensive income - 18,160 - 18,160

Reclassification 41,784 - (41,784) -
Additions 883,367 312,303 - 1,195,670
Effect of movement in exchange rates 14,010 5,061 - 19,071
Ending Balance, December 31,2022 $ 1,584,573 529,534 - 2,114,107
Opening balance, January 1, 2021 $ 400,238 218,951 - 619,189
Total gains and losses recognized:

In profit or loss (24,814) - - (24,814)
Additions 404,003 - 41,784 445,787
Subsidiaries disposals - (23,701) - (23,701)
Transfers from Level 3 (63,669) - - (63,669)
Effect of movement in exchange rates - (1,240) - (1,240)
Ending Balance, December 31, 2021 $§ 715,758 194,010 41,784 951,552
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For the years ended December 31, 2022 and 2021, total gains and losses that were
included in “other gains and losses” and “unrealized gains from financial assets at fair
value through other comprehensive income” were as follows:

For the years ended December 31

2022 2021
Total gains and losses recognized:
In profit or loss, and presented in “other gains and losses” S (70,346) (24,814)
In other comprehensive income, and presented in “unrealized gains
from financial assets at fair value through other comprehensive
income” $ 18,160 -

Quantified information on significant unobservable inputs (Level 3) used in fair value
measurement

The Group’s financial instruments that use Level 3 inputs to measure fair value include
financial assets measured at fair value through profit or loss — equity investments, private
fund and financial assets measured at fair value through other comprehensive income —
equity investments.

Most of the Group’s financial assets in Level 3 have only one significant unobservable
input, while its financial instrument investments without an active market have more than
one significant unobservable inputs. The significant unobservable inputs of financial
instrument investments without an active market are individually independent, and there
is no correlation between them.

Quantified information of significant unobservable inputs were as follows:

Inter-relationship
between significant

Valuation unobservable inputs and
Item technique Significant unobservable inputs fair value measurement
Financial assets at fair ~ Market Approach ~ -The multiplier of price-to-book The estimated fair value
value through profit or ratio (As of December 31, 2022 Wwould increase (decrease)
loss-equity and 2021, were 2.1~9.5and L o ,
investments without 9 Vel -the multiplier were higher
an active market : N8'.9’. resp.ectlv.e y-) (lower)
‘Market illiquidity discount (As of the market illiquidity
December 31, 2022 and 2021, discount were lower
were 20%) (higher).
Financial assets at fair ~ Market Approach ~ -The multiplier of price-to-book The estimated fair value
value through other ratio (As of December 31, 2022, would increase (decrease)
comprehensive and 2021, were 1.5~1.6 and if:

income-equity
investments without
an active market

-the multiplier were higher

1.4~1.6, respectively.) X )
ower

-Market illiquidity discount (As of

December 31, 2022, and 2021, the market illiquidity
dlSCOunt WeEre lower

were 20%) (higher).
Financial assets at fair ~ Net Asset Value ‘Net Asset Value Not applicable
value through profit or Method
loss-private fund
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Item

Valuation
technique

Inter-relationship
between significant
unobservable inputs and

Significant unobservable inputs fair value measurement

Financial assets at fair  Net Asset

value through other

comprehensive

Value Method

income-private fund

7)  Fair value measurements in Level 3 —

alternative assumptions

‘Net Asset Value

Not applicable

sensitivity analysis of reasonably possible

The Group’s measurement on the fair value of financial instruments is deemed reasonable
despite different valuation models or assumptions may lead to different results. For fair
value measurements in Level 3, changing one or more of the assumptions would have the
following effects on profit or loss and other comprehensive income:

December 31, 2022
Financial assets at fair value through
profit or loss

Equity investments without an
active market

Equity investments without an
active market

Financial assets at fair value through
other comprehensive income
Equity investments without an

active market

Equity investments without an
active market

December 31, 2021

Financial assets at fair value through
profit or loss
Equity investments without an
active market
Equity investments without an
active market
Financial assets at fair value through
other comprehensive income
Equity investments without an
active market
Equity investments without an
active market

Inputs

Fluctuation

in

inputs

Other comprehensive
income

Unfavorable Favorable  Unfavorable

Multiplier of price-to-book
ratio

Market illiquidity discount

Multiplier of price-to-book
ratio

Market illiquidity discount

Multiplier of price-to-book
ratio

Market illiquidity discount

Multiplier of price-to-book
ratio

Market illiquidity discount

1%

1%

1%

1%

1%

1%

1%

1%

(4,697) - -
(4,697) - -
) 5,295 (5,295)
- 5,295 (5,295)
(2,447) - .
(2,447) - -
- 1,940 (1,940)
- 1,940 (1,940)

The favorable and unfavorable effects represent the changes in fair value, and fair value is
based on a variety of unobservable inputs calculated using a valuation technique. The
analysis above only reflects the effects of changes in a single input, and it does not

include the interrelationships with another input.
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(vii) Offsetting of financial assets and financial liabilities

The Group has financial instruments transactions applicable to the International Financial
Reporting Standards Sections 42 NO. 32 approved by the FSC which required for offsetting.
Financial assets and liabilities relating those transactions are recognized in the net amount of
the balance sheets.

The following tables present the aforesaid offsetting financial assets and financial liabilities.

December 31, 2022
Financial assets that are offset which have an exercisable master netting arrangement or simiar agreement
Gross amounts Net amount of Amounts not offset in the
Gross amounts of financial financial assets balance sheet (d)
of recognized liabilities offset in presented in the Financial Cash
financial assets  the balance sheet balance sheet Instruments collateral Net amounts
(a) (b) (c)=(a)-(b) (Note) instruments (e)=(c)-(d)
Accounts Receivable $ 15,142,421 12,362,704 2,779,717 - - 2,779,717
and Payable
Other financial asset $ 76,770,949 76,770,949 - - - -
and short-term loan
December 31, 2022
Financial liabilities that are offset which have an exercisable master netting arrangement or similar agreement
Gross amounts  Gross amounts of Net amount of Amounts not offset in the
of recognized financial financial liabilities balance sheet (d)
financial assets offset in the presented in the Financial Cash
liabilities balance sheet balance sheet Instruments collateral Net amounts
(a) (b) (¢)=(a)-(b) (Note) instruments (e)=(c)-(d)
Accounts Receivable $ 12,362,704 12,362,704 - - - -
and Payable
Other financial asset  $ 76,770,949 76,770,949 - - - -
and short-term loan
December 31, 2021
Financial assets that are offset which have an exercisable master netting arrangement or simiar agreement
Gross amounts Net amount of Amounts not offset in the
Gross amounts of financial financial assets balance sheet (d)
of recognized liabilities offset in presented in the Financial Cash
financial assets  the balance sheet balance sheet Instruments collateral Net amounts
(a) (b) (c)=(a)-(b) (Note) instruments (e)=(c)-(d)
Accounts Receivable $ 23,624,999 17,460,484 6,164,515 - - 6,164,515
and Payable
Other financial asset  $ 17,714,841 17,714,841 - - - -
and short-term loan
December 31, 2021
Financial liabilities that are offset which have an exercisable master netting arrangement or similar agreement
Gross amounts Gross amounts of Net amount of Amounts not offset in the
of recognized financial financial liabilities balance sheet (d)
financial assets offset in the presented in the Financial Cash
liabilities balance sheet balance sheet Instruments collateral Net amounts
(a) (b) (¢)=(a)-(b) (Note) instruments (e)=(c)-(d)
Accounts Receivable $ 17,460,484 17,460,484 - - - -
and Payable
Other financial asset  $ 17,714,841 17,714,841 - - - -

and short-term loan

Note: The master netting arrangement and non-cash collateral were included.

(Continued)
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(ae) Financial risk management

(@)

(i)

(iii)

Overview

The Group has exposures to the following risks from its financial instruments:
1) Creditrisk

2)  Liquidity risk

3) Market risk

The following discusses the Group’s objectives, policies and processes for measuring and
managing the above mentioned risks. For more disclosures about the quantitative effects of
these risks exposures, please refer to the respective notes in the accompanying consolidated
financial statements.

Structure of risk management

The Board of Directors has overall responsibility for the establishment and oversight of the risk
management framework. The Board has established the Risk Management Committee, which is
responsible for developing and monitoring the Group’ s risk management policies. The
committee reports regularly to the Board of Directors on its activities.

The Group’s risk management policies are established to identify and analyze the risks faced by
the Group, to set appropriate risk limits and controls, and to monitor risks and adherence to
limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions and the Group’s activities. The Group, through its training and management
standards and procedures, aims to develop a disciplined and constructive control environment
in which all employees understand their roles and obligations.

The Group Audit Committee oversees how management monitors compliance with the Group's
risk management policies and procedures and reviews the adequacy of the risk management
framework in relation to the risks faced by the Group. The Group Audit Committee is assisted
in its oversight role by Internal Audit. Internal Audit undertakes both regular and ad hoc
reviews of risk management controls and procedures, the results of which are reported to the
Audit Committee.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from cash, the Group’
s receivables from customers and investments in equity securities. Also, the Group deposits
cash in different financial institutions. The Group manages credit risk exposure related to each
financial institution and believes that there is no significant concentration of credit risk on cash
and equity securities.

The Group transacted only with the approved third parties with good financial conditions and
reputation. For those customers with poor financial situation, the Group would transfer the risk
through acquiring guarantees or transacting by L/C. Therefore, the Group believes that there is
no significant credit risk.

(Continued)
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Accounts receivable and other receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics
of each customer. However, management also considers the demographics of the Group’s
customer base, including the default risk of the industry and country in which customers
operate, as these factors may have an influence on credit risk, particularly in the current
deteriorating economic circumstances.

Under its customer credibility evaluation policies, the Group evaluates the customer’s
credibility and collectability of notes and account receivables regularly before doing
business. Thus, management is not expecting any significant uncollectible accounts.

The major customers of the Group are concentrated in the high-tech computer industry.
As the customers of the Group have good credits and profit records, the Group evaluates
the financial conditions of these customers continually to reduce credit risk from accounts
receivable. Moreover, the Group also periodically evaluates the customers’ financial
positions and the possibility of collecting accounts receivable. Thus, management is not
expecting any significant issue on credit risk.

Investment

The exposure to credit risk for the bank deposits, fixed income investments, and other
financial instruments is measured and monitored by the Group’s finance department. The
Group only deals with banks, other external parties, corporate organizations, government
agencies and financial institutions with good credit rating. The Group does not expect any
counterparty above fails to meet its obligations hence there is no significant credit risk
arising from these counterparties.

Guarantee

The Group’ s policies were prepared in accordance with Guidelines for Lending of
Capital, Endorsements and Guarantees by Public Companies. Please refer to Note 9 and
13(a) Table 2 for details of endorsements and guarantees provided by the Group as of
December 31, 2022 and 2021.

Liquidity risk

Liquidity risk is a risk that the Group will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. The Group’s approach to managing liquidity is to ensure, as much as possible, that it
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Group’s reputation.

The Group has sufficient cash and cash equivalents to meet its funding requirements for its
operation and when all its obligations become due and payable. It is not expecting any
significant liquidity risk.

(Continued)
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Market risk

Market risk is a risk that changes in market prices, such as foreign exchange rates, interest
rates and equity prices will affect the Group's income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimizing the return.

)

2)

3)

Currency risk

The Group is exposed to currency risk on sales, purchases and borrowings that are
denominated in a currency other than the respective functional currencies of the Group’s
entities, primarily the New Taiwan Dollars (NTD), US Dollars (USD) and Chinese Yuan
(CNY). The currencies used in these transactions are denominated in NTD, EUR, USD,
and CNY.

The Group’s purchases and sales are denominated mainly in US dollars, which exposes
the Group’s current and future cash flows to foreign currency assets to the risk of market
exchange rate fluctuations in market exchange rates. The group follows the principle of
natural hedging, the currency held by the group is consistent with the actual foreign
exchange demand of the group's import and export transactions, the Group’s overall
internal positions (foreign currency income and expense) are selflevelling as the
principle, and spot foreign exchange tools are used to avoid exchange rates risk.

The interest is denominated in the same currency as borrowings. Generally, borrowings
are denominated in currencies that match the cash flows generated by the underlying
operations of the Group. This provides an economic hedge without derivatives being
entered into, and therefore, hedge accounting is not applied in these circumstances.

In respect of other monetary assets and liabilities denominated in foreign currencies, the
Group ensures that its net exposure is kept to an acceptable level by buying or selling
foreign currencies at spot rates when necessary to address short-term imbalances.

Interest rate risk

The Group’s interest rate risk arises from part of the short-term and long-term loans
bearing floating interest rates and cash advances for accounts receivable factoring. Future
cash flow will be affected by a change in market interest rate. The Group decreases the
interest rate risk through negotiating with banks aperiodically.

Price floating risk on equity instruments

The equity securities held by the Group are classified as financial assets measured at fair
value through profit or loss and financial assets measured at fair value through other
comprehensive income. As these assets are measured at fair value, the Group is exposed
to the market price fluctuation risk in the equity securities market. The Group’ s
investment portfolios of equity instruments are reviewed regularly by management, and
significant investment decision is approved by the Board of Directors.

(Continued)
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Capital management

The Board’s policy is to maintain a strong capital base and monitor the level of dividends to ordinary
shareholders in order to maintain investor, creditor and market confidence and to sustain future
development of the business. Capital consists of ordinary shares, paid-in capital, retained earnings
and non-controlling interests of the Group.

The Group had used the debt-to-equity ratio, interest bearing liability-to-equity ratio and other
financial ratio to maintain an optimal capital structure and raise returns on equity.

The debt to equity ratios at the balance sheet date were as follows:

December 31, December 31,
2022 2021
Total liabilities $ 421,654,524 482,503,486
Less: cash and cash equivalents (84,577,382) (111,024,086)
Net debt $ 337,077,142 371,479,400
Total capital (Note) $ 551,645,405 565,746,277
Debt to equity ratio 61.10% 65.66%

Note : Total capital includes share capital, capital surplus, retained earnings, other equity, non-
controlling interest and net debt.

Management believes that there were no significant changes in the Group’s approach to capital
management for the years ended December 31, 2022 and 2021.

Financing activities not affecting current cash flow

For the years ended December 31, 2022 and 2021, reconciliation of liabilities arising from financing
activities was as follows:

Non-cash changes

Foreign
January 1, exchange December
2022 Cash flows movement Other 31,2022
Long-term loans $ 13,237,371 3,666,527 115,311 (20,311) 16,998,898
Short-term loans 94,023,304 (14,433,853) - - 79,589,451
Bonds payable 36,869,595 (2,000,000) - 7,397 34,876,992
Lease liabilities 3,071,000  (1,538,617) 180,253 1,175,965 2,888,601
Non-controlling interests 27,662,332 (2,284,972) 330,867 6,371,471 32,079,698
Total liabilities from financing activities $174,863,602 (16,590,915) 626,431 7,534,522 166,433,640
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Non-cash changes

Foreign
January 1, exchange December
2021 Cash flows movement Other 31,2021
Long-term loans $ 17,014,458  (3,450,718) (309,129) (17,240) 13,237,371
Short-term loans 105,242,889 (10,151,707) - (1,067,878) 94,023,304
Bonds payable 25,478,182 11,385,600 - 5,813 36,869,595
Lease liabilities 2,591,691  (1,498,769) (43,772) 2,021,850 3,071,000
Non-controlling interests 36,345,941 (14,163,270) 1,751,819 3,727,842 27,662,332
Total liabilities from financing activities $186,673,161 (17,878,864) 1,398,918 4,670,387 174,863,602

(7) Related-party transactions:

(a)

(b)

Names and relationship with related parties

The following are entities that have had transactions with related parties and the Group during the
periods covered in the consolidated financial statements.

Name of related party

Relationship with the Group

Luxcase (Former RI KAI)
RI-MING

RI SHAN

SHENG-RUI

RI PEI

Rida Intelligemt Manufacture Technology (Rugao) Co., Ltd.

CSG
ADVANTECH CO., LTD.
Advantech Technology (China) Company Ltd.

Beijing Yan Hua Xing Ye Electronic Science & Technology Co.,

Ltd.

An associate (Note)
An associate (Note)
An associate (Note)
An associate (Note)
An associate (Note)
An associate

An associate (Note)
Other related party
Other related party
Other related party

Note: Companies above were no longer the Company’s subsidiaries but the Group’s associates since
the Group had lost control over the companies as of February 3, 2021. For more details, please

refer to Note 4(c).

Significant transactions with related parties

(1)  Sale of Goods to Related Parties

The amounts of significant sales by the Group to related parties were as follows:

Associates

Other related party
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Sales
For the years ended December 31
2022 2021
$ - 502,939
139,096 90,654
$ 139,096 593,593
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The terms and the selling price for related parties approximated the market price. Amounts
receivable from related parties were uncollateralized, and no expected credit loss were required
after the assessment by the management.

Purchase of Goods from Related Parties

The amounts of significant purchases by the Group from related parties were as follows:

Purchases
For the years ended December 31
2022 2021
Associates $ 456,354 3,421,182

The terms and pricing of purchase transactions with related parties were not significantly
different from those offered by other vendors.

Receivables from Related Parties

The receivables from related parties were as follows:

December 31, December 31,
Account Relationship 2022 2021
Accounts Other related party $ 14,341 9,709
receivable
Other receivables Associates 144,336 288,517
$ 158,677 298,226
Payables to Related Parties
The payables to related parties were as follows:
December 31, December 31,
Account Relationship 2022 2021
Accounts payable  Associates $ 83,609 208,342
Other payables Associates 491 -
Accrued expenses ~ Associates 6.134 -
$ 90,234 208,342
Loans to Related Parties
The loans to related parties were as follows:
December 31, December 31,
2022 2021
Associates - R SHAN $ - 8,258,365
Range of interest rate 1% 0.92%~1.00%
Interest income $ 50,328 130,141
(Continued)
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The interest charged by the Group to its related parties is based on the average interest rate
charged by financial institutions on the Group’s borrowings. The loans to related parties were
unsecured. There are no provisions for doubtful debt required after the management’ s
assessment.

(c) Key management personnel compensation

For the years ended December 31

2022 2021
Short-term employee benefits $ 430,162 407,685
Post-employment benefits 4,357 4,042
Share-based payments 118,080 163,622
$ 552,599 575,349

Please refer to Notes 6(w) and 6(x) for further explanations related to share-based payment
transactions.

(8) Assets pledged as security:

As of December 31, 2022 and 2021, book value of pledged assets were as follows :

Assets pledged Liabilities secured December 31, December 31,
as security by pledge 2022 2021
Other financial asset-restricted deposit  Post-release duty deposits, $ 136,674 121,307

customs duty, lease deposits,
travel agency guarantee,
provisional attachment
guarantee, etc.

Property, plant and equipment Bank loans 321,504 42,036

Other financial asset-guarantee deposits Customs duty guarantee, 39,954 37,471
litigation guarantee, rental
deposits, and deposits for
performance guarantee

$ 498,132 200,814

(9) Commitments and contingencies:
(a) Significant commitments and contingencies
(1)  Unused standby letters of credit

December 31, December 31,

2022 2021
EUR $ - 813
JPY 8,726,739 7,031,091
uUSD 10,244 9,455
(Continued)
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(i1)) Promissory notes and certificates of deposit obtained for business purpose were as follows:

December 31,
2022
14,190

December 31,
2021
10,490

NTD $

(i11)) As of December 31, 2022 and 2021, the significant contracts for purchase of properties by the

Group amounted to $28,224,912 thousand and $14,181,360 thousand, of which $12,644,022
thousand and $5,302,235 thousand, respectively, were unpaid.

(iv) As of December 31, 2022 and 2021, the Group provided endorsement guarantee for bank loans,
including Group entities, amounting to $2,490,634 thousand and $2,353,055 thousand,
respectively.

(v) As of December 31, 2022 and 2021, the Group issued a tariff guarantee of $876,349 thousand

and $773,936 thousand, respectively, to the bank for the purpose of importing goods.

(b)

Significant contingent liability

AIG Specialty Insurance Company, as assignee and subrogee of the Group’s customer, filed a lawsuit
against the Group in the United Stated District Court for the Northern District of Georgia, seeking
damages based on certain quality issue occurred on the products sold by the Group. On September
17, 2021, the Court found that the Group is liable for the products in issue through a summary
judgement order. The specific amount of the damages will be decided by the Jury in the subsequent
trial proceeding. The Group has reached a settlement with AIG Specialty Insurance Company for
USD $59,000 thousand before December 31, 2021. The group has recognized relevant provision. On
March 21, 2022, the Group had completed its negotiations and signed a formal settlement agreement
with AIG Specialty Insurance Company.

(10) Losses due to major disasters: None.
(11) Subsequent events: None.
(12) Others:

(a) The nature of employee benefits, depreciation and amortization expenses categorized by function, was

as follows:
For the years ended December 31
By function| 2022 2021
Operating | Operating Operating | Operating

By item cost expense Total cost expense Total
Employee benefits

Salary $ 47,881,605 16,416,538 | 64,298,143 | 43,921,923 | 15,687,636 | 59,609,559

Labor and health insurance 5,029,469 1,148,145 6,177,614 4,660,930 1,016,057 5,676,987

Pension 4,441,551 851,294 5,292,845 3,486,240 741,603 | 4,227,843

Others 1,704,763 | 1,447,763 3,152,526 1,707,028 803,599 2,510,627
Depreciation 12,290,435 2,379,822 | 14,670,257 | 11,527,912 1,974,203 | 13,502,115
IAmortization 40,327 95,362 135,689 60,472 84,601 145,073
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Above depreciations did not include depreciation in investment property which was accounted under
non-operating expense as follows:

For the years ended December 31
2022 2021

Depreciation in investment property $ 3,112 3,034

(b) Discontinued operation

PIOTEK SUZHOU a subsidiary of the Group, ceased production and operation in 2022, which met
the definition of discontinued operations. Therefore, the cash-generating unit was expressed as
discontinued operations. The relevant profit and loss of PIOTEK SUZHOU will be re-expressed
rather than retrospectively adjusted.

The operating results and cash inflows (outflows) of the discontinued operations are as follows:

For the years ended December 31

2022 2021
Results from discontinued operation :
Operating revenue $ 814,568 2,336,321
Cost of sales (971,327) (2,564.,410)
Gross loss from operations (156,759) (228,089)
Operating expenses (230.487) (223.,120)
Operating loss (387.,246) (451.,209)
Non-operating income and expenses
Interest income 1,654 988
Other income 61,607 15,301
Other gains and losses 117,993 (29,095)
Finance costs (37,124) (13,199)
Total non-operating income and expenses 144,130 (26.005)
Loss before tax (243,116) (477,214)
Tax expenses - -
Loss of discontinued operation $ (243.116) (477,214)
Cash flows from discontinued operation :
Net cash used in operating activities $ (151,985) (229,554)
Net cash from (used in) investing activities 445,335 (42,556)
Net cash (used in) from financing activities (126,939) 208,461
Net cash inflow (outflow) 75,358 (45,360)
(Continued)
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(13) Other disclosures:

(a) Information on significant transactions:

The following is the information on significant transactions required by the “Regulations Governing
the Preparation of Financial Reports by Securities Issuers” for the Group:

No. Item Table
1 [Loans to other parties Table 1
2 |Guarantees and endorsements for other parties Table 2
3 |Securities held as of December 31, 2022 (excluding investment in subsidiaries, Table 3
associates and joint ventures)

4 |Individual securities acquired or disposed of with accumulated amount exceeding Table 4
the lower of NT$300 million or 20% of the capital stock

5 |Acquisition of individual real estate with amount exceeding the lower of NT$300 Table 5
million or 20% of the capital stock

6 |Disposal of individual real estate with amount exceeding the lower of NT$300 None
million or 20% of the capital stock

7 |Related-party transactions for purchases and sales with amounts exceeding the Table 6
lower of NT$100 million or 20% of the capital stock

8 [Receivables from related parties with amounts exceeding the lower of NT$100 Table 7
million or 20% of the capital stock

9 |Trading in derivative instruments None

10 |Business relationships and significant intercompany transactions Table 10

(b) Information on investees:

Please refer to Table 8 for the information on investees for the year ended December 31, 2022.

(c) Information on investment in Mainland China:

(1)

(i)

Please refer to Table 9 for names of investee, main businesses and products, total amount of
capital surplus, method of investment, investment flows, net income (losses) of the investee,

percentage of ownership and the upper limit on investment.

Please refer to information on significant transactions for either directly or indirectly through a
third area, with investee companies in the Mainland Area. The transactions were eliminated in

the consolidated financial statements.

(d) Major shareholders:
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Shareholding
Shareholder’s Name Shares Percentage
ASUSTEK COMPUTER INC. 448,506,484 16.81 %
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(14) Segment information:

The Group uses the internal management report that the chief operating decision maker reviews as the
basis to determine resource allocation and make a performance evaluation. The internal management report
includes profit before taxation, excluding any extraordinary activity and foreign exchange gains or losses,
because taxation, extraordinary activity and foreign exchange gains or losses are managed on a group
basis, and hence they are not able to be allocated to each reportable segment. In addition, not all reportable
segments include depreciation and amortization of significant non-cash items. The reportable amount is
similar to that in the report used by the chief operating decision maker.

The operating segment accounting policies are similar to the ones described in Note 4 “ Significant
accounting policies” except for the recognition and measurement of pension cost, which is on a cash basis.
The Group treated intersegment sales and transfers as third-party transactions. They are measured at
market price.

Please refer to Note 6(z) for the information on revenue for the years ended December 31, 2022 and 2021.
The Group’s operating segment information and reconciliation were as follows:

Strategic Adjustment
Investment Discontinued and
For the years ended December 31, 2022 DMS Group operation eliminations Total
Revenue :
Revenue from external customers $ 1,248,114,250 69,484,904 814,568 - 1,318,413,722
Intersegment revenues 601,478 686,057 - (1,287,535) -
Total revenue $ 1,248,715,728 70,170,961 814,568 (1,287,535)  1,318,413,722
Share of profit of associates and joint ventures $ 8,795,885 4,281,306 - (8,795,885) 4,281,306
accounted for using equity method
Reportable segment profit or loss $ 18,738,351 18,256,063 (243,116) (8,795,885) 27,955,413
Assets:

Investments accounted for using equity method $ 76,226,018 27,861,177 - (76,226,018) 27,861,177
Reportable segment assets $ 572,454,496 146,748,061 1,008,099 (83,987,869) 636,222,787
Reportable segment liabilities $ 389,965,931 38,290,402 1,160,042 (7,761,851) 421,654,524

For the years ended December 31, 2021
Revenue :

Revenue from external customers $ 1,183,924,821 77,550,743 2,244,618 - 1,263,720,182

Intersegment revenues 335,299 461,592 91,703 (888,594) -

Total revenue $ 1,184,260,120 78,012,335 2,336,321 (888,594)  1,263,720,182
Share of profit of associates and joint ventures

accounted for using equity method $ 9,876,714 1,546,319 - (9,876,714) 1,546,319
Other significant non-monetary items:

Reportable segment profit or loss $ 22,418,837 15,583,719 477,214) (9,876,714) 27,648,628
Assets:

Investments accounted for using equity method $ 62,084,796 22,534,158 - (62,084,796) 22,534,158
Reportable segment assets $ 608,651,547 130,677,078 2,132,155 (64,690,417) 676,770,363
Reportable segment liabilities $ 442,047,003 41,012,286 2,049,819 (2,605,621) 482,503,487
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Geographic information

In presenting information on the basis of geography, segment revenue is based on the geographical
location of customers, please refer to Note 6(aa) and segment assets are based on the geographical
location of the assets.

December 31, December 31,
Region 2022 2021
Non-current assets:
Taiwan $ 52,827,435 41,043,222
China 34,377,700 34,678,585
Others 11,881,013 7,315,179
Total $ 99,086,148 83,036,986

Non-current assets include property, plant and equipment, right-of-use assets, investment property,
intangible assets and other non-current assets, excluding financial instruments, deferred tax assets,
and pension fund assets.

Major Customer
Major customers from DMS in 2022 and 2021 were as follows:

For the years ended December 31

Customer 2022 2021

A $ 704,253,324 693,898,568
B 222,995,207 211,258,433
C 86,904,519 94,963,417

$_ 1,014,153,050 1,000,120,418
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Table 10: Business relationships and significant intercompany transactions

Notes to the Consolidated Financial Statements

December 31, 2022

Expressed in thousands of NTD

Transaction
Percentage of

No. Company name Counterparty Relationship General ledger account Amount Transaction terms cqnsolidated total

(Note 1) (Note 2) operating revenues or total
assets

0 |PEGATRON ASIAROCK 1 Sales 484,345 - 0.04%
0 |PEGATRON ASIAROCK 1 Accounts Receivables 112,304 - 0.02%
0 [PEGATRON PCZ 1 Sales 889,866 - 0.07%
0 [PEGATRON PCZ 1 Accounts Receivables 164,780 - 0.03%
0 [PEGATRON COTEK SUZHOU 1 Accounts Receivables 3,303,620 - 0.52%
0 |PEGATRON PROTEK SHANGHAI 1 Accounts Receivables 143,872,146 - 22.61%
0 |PEGATRON MAINTEK SUZHOU 1 Sales 12,908,922 - 0.98%
0 [PEGATRON MAINTEK SUZHOU 1 Accounts Receivables 22,078,619 - 3.47%
0 |PEGATRON COTEK SUZHOU 1 Sales 3,756,516 - 0.29%
0 |PEGATRON PEGAGLOBE KUNSHAN 1 Accounts Receivables 88,285,360 - 13.88%
0 [PEGATRON DIGITEK CHONGQING 1 Accounts Receivables 28,181,168 - 4.43%
0 |PEGATRON PTB 1 Accounts Receivables 17,177,440 - 2.70%
0 |PEGATRON PTI 1 Sales 12,918,571 - 0.98%
0 [PEGATRON PTI 1 Accounts Receivables 23,511,116 - 3.70%
0 |PEGATRON PHP 1 Accounts Receivables 1,536,342 - 0.24%
0 [PEGATRON PVN 1 Accounts Receivables 7,018,126 - 1.10%
0 [PEGATRON PTX 1 Accounts Receivables 2,820,902 - 0.44%
0 [PEGATRON PTX 1 Sales 7,505,823 - 0.57%
1 [PTB PEGATRON 2 Accounts Receivables 10,782,364 - 1.69%
2 |PVN PEGATRON 2 Accounts Receivables 3,226,701 - 0.51%
3 |PHP PEGATRON 2 Accounts Receivables 746,398 - 0.12%
4 |PTI PEGATRON 2 Accounts Receivables 11,648,694 - 1.83%
5 [PROTEK SHANGHAI PEGATRON 2 Accounts Receivables 93,962,599 - 14.77%
5 |PROTEK SHANGHAI PEGAGLOBE KUNSHAN 3 Sales 70,724,090 - 537%
5 |PROTEK SHANGHAI PEGAGLOBE KUNSHAN 3 Accounts Receivables 31,185,056 - 4.90%
6 [PEGAGLOBE KUNSHAN [PEGATRON 2 Sales 88,853,848 - 6.74%
6 |PEGAGLOBE KUNSHAN |PEGATRON 2 Accounts Receivables 118,727,109 - 18.66%
6 |PEGAGLOBE KUNSHAN [PROTEK SHANGHAI 3 Sales 906,082 - 0.07%
6 |[PEGAGLOBE KUNSHAN [PROTEK SHANGHAI 3 Accounts Receivables 694,310 - 0.11%
7 |[MAINTEK SUZHOU PEGATRON 2 Sales 14,486,004 - 1.10%
7 |MAINTEK SUZHOU COTEK SUZHOU 3 Sales 18,686,517 - 1.42%
7 |[MAINTEK SUZHOU COTEK SUZHOU 3 Accounts Receivables 7,167,721 - 1.13%
7 |MAINTEK SUZHOU COTEK SUZHOU 3 Other Receivables 1,535,875 - 0.24%
8 [COTEK SUZHOU PEGATRON 2 Sales 4,794,841 - 0.36%
8 |COTEK SUZHOU PEGATRON 2 Accounts Receivables 1,916,485 - 0.30%
8 [COTEK SUZHOU MAINTEK SUZHOU 3 Sales 656,202 - 0.05%
8 [COTEK SUZHOU PROTEK SHANGHAI 3 Sales 420,531 - 0.03%
8 |COTEK SUZHOU PROTEK SHANGHAI 3 Accounts Receivables 147,966 - 0.02%
8 [COTEK SUZHOU PEGAGLOBE KUNSHAN 3 Sales 156,673 - 0.01%
8 [COTEK SUZHOU DIGITEK CHONGQING 3 Sales 201,021 - 0.02%
8 [COTEK SUZHOU POWTEK SHANGHAI 3 Sales 19,464,616 - 1.48%
8 |COTEK SUZHOU POWTEK SHANGHAI 3 Accounts Receivables 9,033,660 - 1.42%
9 |DIGITEK CHONGQING [PEGATRON 2 Sales 5,257,574 - 0.40%
9 |DIGITEK CHONGQING [PEGATRON 2 Accounts Receivables 26,282,280 - 4.13%
9 |DIGITEK CHONGQING [KAI-CHUAN 3 Other Receivables 184,305 - 0.03%
10 |KAI-CHUAN DIGITEK CHONGQING 3 Sales 701,639 - 0.05%
10 |KAI-CHUAN DIGITEK CHONGQING 3 Accounts Receivables 108,039 - 0.02%
11 |CASETEK SUZHOU MAINTEK SUZHOU 3 Sales 3,546,550 - 0.27%
11 |CASETEK SUZHOU MAINTEK SUZHOU 3 Accounts Receivables 349,825 - 0.05%
11 |CASETEK SUZHOU DIGITEK CHONGQING 3 Sales 200,481 - 0.02%
11 |CASETEK SUZHOU COTEK SUZHOU 3 Sales 142,953 - 0.01%
11 |CASETEK SUZHOU PEGATRON 2 Sales 331,531 - 0.03%
12 |CORE-TEK PROTEK SHANGHAI 3 Sales 205,398 - 0.02%
13 |KINSUS SUZHOU KINSUS 2 Sales 2,926,925 - 0.22%
13 |KINSUS SUZHOU KINSUS 2 Accounts Receivables 241,659 - 0.04%
14 |PEGAVISION PEGAVISION JAPAN 1 Sales 2,591,603 - 0.20%
14 [PEGAVISION PEGAVISION JAPAN 1 Accounts Receivables 335,242 - 0.05%
14 |PEGAVISION Gemvision Zhejiang 1 Sales 287,764 - 0.02%
14 |PEGAVISION BeautyTech 1 Sales 262,481 - 0.02%
15 |CASETEK CAYMAN PEGATRON 2 Short-term Receivables 7,065,025 - 1.11%
16 |RI-TENG RIPRO 3 Short-term Receivables 132,316 - 0.02%
16 [RI-TENG PROTEK SHANGHAI 3 Long-term Receivables 4,410,520 - 0.69%
16 [RI-TENG PEGAGLOBE KUNSHAN 3 Long-term Receivables 1,764,208 - 0.28%
17 |RI-DA PEGATRON 2 Sales 369,112 - 0.03%
18 |ASROCK ASRock America 1 Sales 4,206,122 - 0.32%
18 [ASROCK ASRock America 1 Accounts Receivables 2,011,561 - 0.32%
18 |ASROCK ASROCK EUROPE 1 Sales 2,423,551 - 0.18%
18 |ASROCK ASIAROCK 1 Sales 185,414 - 0.01%
18 |ASROCK ASIAROCK 1 Accounts Receivables 176,151 - 0.03%
19 |ASIAROCK ASROCK 2 Sales 10,434,158 - 0.79%
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Notes to the Consolidated Financial Statements

Expressed in thousands of NTD

Transaction

Percentage of

No. Company name Counterparty Relationship Transaction terms consolidated total

(Note 1) General ledger account Amount (Note 2) operating revenues or total
assets

19 [ASIAROCK ASROCK 2 Accounts Receivables | $ 1,031,901 - 0.16%
19 |ASIAROCK ASRock Industrial 3 Sales 1,004,059 - 0.08%
19 |ASIAROCK ASRock Industrial 3 Accounts Receivables 247,181 - 0.04%
19 |ASIAROCK ASRock Rack 3 Sales 1,481,506 - 0.11%
19 [ASIAROCK ASRock Rack 3 Accounts Receivables 393,306 - 0.06%
20 |ASRock Rack ASRock America 3 Sales 290,960 - 0.02%
20 |ASRock Rack ASRock America 3 Accounts Receivables 105,035 - 0.02%
20 [ASRock Rack ASROCK EUROPE 3 Sales 142,287 - 0.01%
21 |AZUREWAVE PEGATRON 2 Sales 198,392 - 0.02%
22 |ASUSPOWER PEGATRON 2 Other Receivables 1,843,050 - 0.29%
22 |ASUSPOWER ASUSPOWER INVESTMENT 2 Other Receivables 522,198 - 0.08%
22 |ASUSPOWER ASUS INVESTMENT 2 Other Receivables 629,709 - 0.10%
22 |ASUSPOWER PVN 3 Other Receivables 1,535,875 - 0.24%
23 |Azurewave Shanghai AZUREWAVE 2 Sales 1,426,545 - 0.11%
23 |Azurewave Shanghai AZUREWAVE 2 Accounts Receivables 242,537 - 0.04%
24 |Lumens Lumens Integration 1 Sales 180,273 - 0.01%
24 |Lumens Lumens Integration 1 Accounts Receivables 102,559 - 0.02%
25 |Pegapower Investment ASUSPOWER INVESTMENT 3 Other Receivables 390,000 - 0.06%
26 |Pegapower Investment ASUSPOWER INVESTMENT 3 Other Receivables 200,000 - 0.03%
26 |Pegatron Investment ASUS INVESTMENT 3 Other Receivables 190,000 - 0.03%

Note 1: The transaction relationships with the counterparties are as follows:

(1) The Company to the consolidated subsidiary.
(2) The consolidated subsidiary to the Company.

(3) The consolidated subsidiary to another consolidated subsidiary.

Note 2: The terms of transactions and receipts of sales between the parent company and the subsidiary are not significantly different from those of
ordinary sales, and the terms of these transactions are determined by mutual agreement.
Note 3: All the transactions which amount is lower than materiality will not be disclosed.
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Attachment 11

(English Translation of Financial Report Originally Issued in Chinese)

PEGATRON CORPORATION
NON-CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

(With Independent Accountants’ Audit Report Thereon)
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Independent Auditors’ Report

To the Board of Directors of Pegatron Corporation:
Opinion

We have audited the financial statements of Pegatron Corporation (“the Company”), which comprise the

statement of financial position as of December 31, 2022 and 2021, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the years then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, based on our audits and the reports of other auditors (please refer to Other Matter paragraph), the
accompanying financial statements present fairly, in all material respects, the financial position of the Company
as at December 31, 2022 and 2021, and its financial performance and its cash flows for the years then ended in
accordance with the Regulations Governing the Preparation of Financial Reports by Securities Issuers.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of Financial
Statements by Certified Public Accountants and the Standards on Auditing of the Republic of China. Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit of the

Financial Statements section of our report. We are independent of the Company in accordance with The Norm of
Professional Ethics for Certified Public Account of Republic of China, and we have fulfilled our other ethical
responsibilities in accordance with these requirement. Based on our audits and the reports of other auditors, we
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis of our opinion.

Key Audit Matters

Based on our professional judgment, key audit matters pertain to the most important matters in the audit of
financial statements for the year ended December 31, 2022 of Pegatron Corporation. Those matters have been
addressed in our audit opinion on the said financial statements and during the formation of our audit opinion.
However, we do not express an opinion on these matters individually. The key audit matters that, in our
professional judgment, should be communicated are as follows:

1. Revenue recognition

The accounting principles on the recognition of revenues are discussed in Note 4(n) of the notes to financial
statements.
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(a) Key audit matters:

The timing for recognition of revenue and the transfer of control are relatively complex because the
transaction terms vary with each client and the offshore hubs are established depending on the clients’
needs. These factors expose the Company to a significant risk of untimely recognition of revenue.

Therefore, the test of revenue recognition was one of the key audit matters in the audit of financial reports
for the years ended December 31, 2022 and 2021 of Pegatron Corporation.

(b) Auditing procedures performed:

e Vouching external documents with records on ledger to confirm whether the counterparty involved in
the sales transaction is the same with that involved in the cash collection.

e Random sampling of material sales contracts and examining the transaction terms in order to evaluate
the accuracy of the timing for recognition of revenues.

e Performing cut-off test for revenues during the periods before and after the balance sheet date.

2. Inventory valuation

Please refer to notes 4(g), 5 and 6(f) of the notes to financial statement for the accounting policies on
measuring inventory, assumptions used and uncertainties considered in determining net realizable value,
allowances for impairment loss and obsolescence and balances of impairment loss and obsolescence,
respectively.

(a) Key audit matters:

Inventories are measured at the lower of cost and net realizable value in the financial statements.
However, the cost of inventory might exceed its net realizable value because the products change fast and
the industry in which the Company operates is very competitive.

(b) Auditing procedures performed:

e Analyze the amount of obsolete inventory and inventory market price decline between 2022 and 2021
and understand reasons of the difference.

e Obtain an inventory aging analysis and randomly select items to verify the accuracy for age of
inventory.

e Obtain the most recent selling price for finished goods and replacement cost for raw material, and
recalculate net realizable value with selling expense rate to check whether the net realizable value
measurement adopted by the Company is reasonable.

Other Matter

We did not audit the financial statements of certain investees, which represented investments in other entities
accounted for using the equity method of the Company. Those statements were audited by other auditors, whose
reports have been furnished to us, and our opinion, insofar as it relates to the amounts included for those
investees, is based solely on the reports of other auditors. The investments in those investees accounted for using
the equity method constituting 5.94% and 5.21% of total assets at December 31, 2022 and 2021, respectively,
and the related share of profit of subsidiaries, associates and joint ventures accounted for using the equity
method constituting 43.97% and 24.04% of total profit before tax for the years then ended respectively.
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Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with Regulations Governing the Preparation of Financial Reports by Securities Issuers, and for such internal
control as management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

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

Those charged with governance (including the Audit Committee) are responsible for overseeing Pegatron
Corporation’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Pegatron Corporation’s internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on Pegatron Corporation’s ability to continue as a going concern. If we determine that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures
in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’ s report. However, future events or
conditions may cause the Company to cease to continue as a going concern.
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5. Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

6. Obtain sufficient and appropriate audit evidence regarding the financial information of the investment in
other entities accounted for using the equity method to express an opinion on this financial statements. We
are responsible for the direction, supervision and performance of the audit. We remain solely responsible for
our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partners on the audit resulting in this independent auditors’ report are Kuo-Yang Tseng and
Chi-Lung Yu.

KPMG

Taipei, Taiwan (Republic of China)
March 14, 2023

Notes to Readers

The accompanying parent company only financial statements are intended only to present the financial position, financial performance
and cash flows in accordance with the accounting principles and practices generally accepted in the Republic of China and not those of
any other jurisdictions. The standards, procedures and practices to audit such parent company only financial statements are those
generally accepted and applied in the Republic of China.

The independent auditors’ audit report and the accompanying parent company only financial statements are the English translation of the
Chinese version prepared and used in the Republic of China. If there is any conflict between, or any difference in the interpretation of the
English and Chinese language independent auditors’ audit report and parent company only financial statements, the Chinese version shall
prevail.
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1100
1110
1170
1180
1200
130X
1476
1479

1510
1520
1550
1600
1755
1780
1840
1980

(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)

PEGATRON CORPORATION
Balance Sheets
December 31, 2022 and 2021

(Expressed in Thousands of New Taiwan Dollars)

Assets
Current assets:

Cash and cash equivalents (Note 6(a))

Current financial assets at fair value through profit or loss (Note 6(b))
Notes and accounts receivable, net (Notes 6(d) and (u))

Accounts receivable due from related parties, net (Notes 6(d) and 7)
Other receivables, net (Notes 6(e) and 7)

Inventories (Note 6(f))

Other current financial assets (Notes 6(k) and 8)

Other current assets (Note 6(k))

Non-current assets:
Non-current financial assets at fair value through profit or loss (Note 6(b))
Non-current financial assets at fair value through other comprehensive income (Note 6(c))
Investments accounted for using equity method (Note 6(g))
Property, plant and equipment (Note 6(h))
Right-of-use assets (Note 6(i))
Intangible assets (Note 6(j))
Deferred tax assets (Note 6(q))

Other non-current financial assets (Notes 6(k) and 8)

Total assets

See accompanying notes to financial statements.
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December 31, 2022 December 31, 2021
Amount Y% Amount Y%
$ 13,716,368 2 22,587,554 3
568,065 - 566,105 -
165,851,319 21 231,788,533 31
338,114,133 43 246,808,995 33
77,252 - 460,024 -
49,670,316 7 40,106,368
117,121 - 22,414,111 3
256,694 _ - 473,003 _ -
568,371,268 73 565,204,693 _75
937,017 - 691,925 -
672,647 - 1,015,597 -
199,733,135 26 177,850,696 24
9,816,894 1 10,529,131 1
469,895 - 428,808 -
115,105 - 118,522 -
860,494 - 868,194 -
37,373 _ - 29,275 -
212,642,560 _27 191,532,148 _25
100 100

$_ 781,013,828

756,736,841



(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)

PEGATRON CORPORATION
Balance Sheets (CONT’D)
December 31, 2022 and 2021
(Expressed in Thousands of New Taiwan Dollars)

December 31,2022  December 31, 2021

Liabilities and Equity Amount % Amount %
Current liabilities: o o
2100 Short-term loans (Note 6(1)) $ 51,484,097 7 48,168,420 7
2130 Current contract liabilities (Note 6(u)) 725,074 - 733,952 -
2150 Notes and accounts payable 182,173,167 23 243,070,527 32
2180 Accounts payable to related parties (Note 7) 267,478,322 34 215,469,688 29
2219 Other payables (Notes 6(p), 7 and 9) 21,344,266 3 19,247,973 2
2230 Current tax liabilities 1,633,966 - 63,504 -
2281 Current lease liabilities (Note 6(0)) 134,186 - 103,027 -
2321 Bonds payable, current portion (Note 6(n)) 4,500,000 1 2,000,000 -
2322 Long-term loans payable, current portion (Note 6(m)) 1,467,983 - 336,111
2399 Other current liabilities (Notes 6(m) and 7) 33,002,523 _ 4 22,782,716

_3
563,943,584 72 551975918 73

[\S)

Non-Current liabilities:

2530 Bonds payable (Note 6(n)) 30,376,992 4 34,869,595 5
2540 Long-term loans (Note 6(m)) 3,455,414 1 2,823,149 -
2570 Deferred tax liabilities (Note 6(q)) 290,000 - - -
2580 Non-current lease liabilities (Note 6(0)) 339,569 - 328,299 -
2650 Credit balance of investments accounted for using equity method (Note 6(g)) - - 9,563 -
2670 Other non-current liabilities (Notes 6(m), (p) and 7) 119,704 _ - 125,772 -
34,581,679 _ 5 38,156,378 _ 5
Total liabilities 598,525,263 _77 590,132,296 _78
Equity (Notes 6(r) and (s)):
3100 Share capital 26,676,337 _ 3 26,691,316 _ 4
Capital surplus:
3210 Capital surplus, premium on capital stock 78,703,620 10 78,057,441 10
3280 Capital surplus, others (Notes 6(j) and (w)) 4,648384 1 5,263,867 1
83,352,004 _11 83,321,308 _11
Retained earnings:
3310 Legal reserve 17,721,898 2 15,698,039 2
3320 Special reserve 20,918,849 3 15,866,201 2
3350 Unappropriated retained earnings 41,419,117 _ 5 46,661,789 6
80.059.864 _10 78,226,029 _10
Other equity interest:
3410 Exchange differences on translation of foreign financial statements (Note 6(j)) (7,603,630) (1) (21,363,627)  (3)
3420 Unrealized gains (losses) on financial assets measured at fair value through other 79,970 - 444,778 -
comprehensive income
3491 Deferred compensation cost arising from issuance of restricted stock (Note 6(w)) (68.877) _ - (712,701) _ -
(7,592,537) _(1) (21,631,550) _(3)
3500 Treasury stock (7,103) _ - (2,558) _ -
Total equity 182,488,565 _23 166,604,545 22
Total liabilities and equity $ 781,013,828 100 756,736,841 100

See accompanying notes to financial statements.
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(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)

PEGATRON CORPORATION
Statements of Comprehensive Income
For the years ended December 31, 2022 and 2021

(Expressed in Thousands of New Taiwan Dollars , Except for Earnings Per Common Share)

For the years ended December 31

2022 2021
Amount % Amount %
Operating revenue (Notes 6(u) and 7) $1,237,258,843 100 1,169,584,218 100
Less: Sales returns and allowances 4,872,775 _ - 1,451,116 _ -
Operating revenue, net 1,232,386,068 100 1,168,133,102 100
Cost of sales (Notes 6(f), (0), (p), (s), (v) and 7) 1,203,048,944 _ 98 _1,152,860,663 99
Gross profit from operations 29,337,124 2 15,272,439 1
Less:Unrealized profit (loss) from sales 387,516 _ - 10,301 _ -
Gross profit from operations 28,949,608 2 15,262,138 _ 1
Operating expenses (Notes 6(d), (0), (p), (s), (v) and 7):
Selling expenses 2,621,605 - 1,969,383 -
General and administrative expenses 2,664,612 - 2,621,126 -
Research and development expenses 8,428,067 _ 1 8,298,282 1

Total operating expenses 13,714,284 1 12,888,791 1
Net operating income 15,235324 1 2,373,347 -
Non-operating income and expenses:

Interest income (Note 6(w)) 304,242 - 120,434 -

Other income (Notes 6(w) and 7) 873,138 - 892,562 -

Other gains and losses (Notes 6(w) and 7) (1,166,606) - 1,071,465 -

Finance costs (Notes 6(d), (n), (o) and (w)) (1,015,034) - (576,389) -

Share of profit of subsidiaries, associates and joint ventures accounted for using equity method, net (Note 3,680,616 _ - 17,182,275 1
6(2))

Total non-operating income and expenses 2,676,356 _ - 18,690,347 _ 1
Profit from continuing operations before tax 17,911,680 1 21,063,694 1
Less: Income tax expenses (Note 6(q)) 2,815,500 _ - 518,051 _ -
Profit for the year 15,096,180 _ 1 20,545,643 _ 1
Other comprehensive income (Note 6(r)):

Components of other comprehensive income (loss) that will not be reclassified to profit or loss
Gains (losses) on remeasurements of defined benefit plans 1,053 - 8,010 -
Unrealized gains (losses) from investments in equity instruments measured at fair value through other (342,950) - 518,567 -
comprehensive income
Share of other comprehensive income of subsidiaries, associates and joint ventures accounted for using equity 2,040 - 4,507 -
method, components of other comprehensive income that will not be reclassified to profit or loss
Income tax related to components of other comprehensive income that will not be reclassified to profit or loss - - - -
Total components of other comprehensive income (loss) that will not be reclassified to profit or loss (339,857) - 531,084 -
Components of other comprehensive income (loss) that will be reclassified to profit or loss
Share of other comprehensive income of subsidiaries, associates and joint ventures accounted for using equity 13,759,997 1 (3,722,550) -
method, components of other comprehensive income that will be reclassified to profit or loss
Income tax related to components of other comprehensive income (loss) that will be reclassified to profit or - - - -
loss
Total components of other comprehensive income (loss) that will be reclassified to profit or loss 13,759,997 1 (3,722,550) _ -
Other comprehensive income, net 13,420,140 _ 1 (3,191,466) _ -
Total comprehensive income for the year $ 28,516,320 2 17,354,177 _ 1
Earnings per share, net of tax (Note 6(t)) o -
Basic earnings per share $ 5.66 7.71
Diluted earnings per share $ 5.60 7.62

See accompanying notes to financial statements.

310



S9S°88FT8T  (E01°L) (LESTT6S'L) (LL889) 0L6°6L (0€9°€09°L) $98°650°08  LIT'61¥1¥ 6V8'8I6'0C  868°TCLLT  POOTSEE8  LEEILIIT
7806V - yT8Er9 yT87er9 - - - - - - @PLTSD -
L00°9S (StSp) - - - - L00°9S L00°9S - - yTsiel 6L61)
0S6°C1 - - - - - - - - - 0S6°C1 -
$96°6¥1 - - - - - - - - - 796°6¥1 -
(cog'eresen) - - - - - (cogereer)  (cog'ereel) - - - -

- - - - - - - (879°2S0°S) 879°7S0°S - - -

- - - - - - - (658°€20°7) - 658°€20°C - -
0T€9158T - 681°S6€°€L - (808%9¢) L666SLE TErTCIST  TErierst - - - -
OFT°0Ch €l - 681°S6€ €l - (808%9¢) L66°6SLET 1S6'7C 1S67C - - - -
081°960°ST - - - - - 081°960°ST ~ 081°960°ST - - - -
SPSH09'991  (855°T) (0ss‘1€9'10)  (10L°TIL) 8LLVYY (LT9€9€°1T) 6T0°9TT'8L  68L°199°9% 102°998°ST  6€0°869°ST  80E°1TE€8  9I€169°9C
L8T°ST6 - 8s6°EEy 8s6°cEy - - - - - - 6CC 167 -
18L°€L (855°7) - - - - LES'EL LEY'EL - - £99°S1 (191°¢1)

- - (61£°02) - (61£°00) - 61€°0C 61€°0C - - - -
ObL‘SL - - - - - - - - - - 0bL‘SL

079°59) - - - - - - - - - (029°59) -
(8S€°166°1) - (s81°7€8°1) - - (s81°€8°T) - - - - (€L1°6ST) -
(T10°68€) - - - - - (7L8°60%) (yL8°601) - - 798°0C -
(1£6°286°11) - - - - - (1€6°286°11)  (1€6°T86°T1) - - - -

- - - - - - - (IST°085) 1ST°08S Y - - -

- - - - - - - (956°166°1) - 956°166'1 - -
LLTHSELT - (¥P1°00C°E) - 90¥°Ccs (0SS°TTL’®) TTEPSS0T  TCErSS0T - - - -

(9957 161°€) - (PP17°00T°€) - 90¥°TCS (0SSTTLE) 8198 8198 - - - -
£79°S1S 0T - - - - - €P9°SPS0T  EP9°SHS 0T - - - -
185465791 - (098°210°LD)  (659°9¥1°1) (60€°LS) (268°808°S1) LSE0L6'69  ¥TT8LEYY 0S0°98T° 11 €80°90L°Cl  LYVE'S00°E8  LEL'STY9T §

Anba jejo], 0018 1sa19ul Ajnba 1S00 uoour SIUDWAILIS |mm:_Emo |mm=._:.:8 QAIISAT QAIOSAT snjdins 30038
Kmsear], JIoyjo [e10], uonesuodwos  oArsuoyardwoo  [eroueulj uSio10) paure)dl [B10], paurejdr [eroadg 18807 [ende) uowwo))
paijeq Y10 Jo uone[suern pajeudorddeun

y3noay) anjea
IreJ & paInseaut
$19SSe [eIOURUL)
uo (sassoy)
sureS pazijearun)

U0 SIOUAIRJJIP

agueyoxg

1sa1ayur K3nba 15430 [e10 ],

(9soury) ur panssy A[[euISLIQ SHuIUANE)S [erdueul] A[uQ Aueduro)) judied Jo uone[sue.L ], ysisuy)

s3uruIes paureloy

(sae[[o( ueMIE], MIN JO SpuesnoyJ, ur passaxdxy)

12027 PU® 7Z0T ‘I€ 19qUIddI( PIPUd Saedk 3Y) 10

Aymbrq ur saguey) jo syudwd)e)§

NOILLVIOddOD NOYLVDAd

Tendeo areys

*SJUSWISNE)S [eIoURUI) 0} sjou Surkueduwosoe 90

TT0T ‘T€ 1A e duefeg
3[00S JO SAIBYS PA)OLNSAI WOy JuisLie 1500 uonesuadwio)
s90K0]dwo panssI 3203s JO SaIRYS PaJoLIsal Jo uonendxy
soLIeIpIsqns Ul s)sazoyul digsioumo ur saSuey)
poyiowr Aynba Suisn 10§ pajunodse saIudA jurol pue sajerdosse jo Aynba ur soSuey)
aIeys AIRUIPIO JO SPUSPIAIP Yse)
pajeudordde aAasar [eroadg
pajenrdordde aatesar [eSo]
:s3urures paurejal jo uonnquysip pue uonerdorddy
129K 9Y) 10 ($SO[) dwodur dAIsuLYAIdwod |10,
129K 9 10 (SSO[) dWodUI dAISUSYAIdWOd 1YIO
129K oY) 10J 11jOIg
120T ‘1€ 10quidoa(] e douefeg
3[001S JO SAIBYS PA)OLNSAI WOy FuisLie 1500 uonesuadwio)
$00£0]dwa 0] PaNSSI J001s JO SAIBYS PAOLISAI Jo uonendxsy

Qwoour AAISUYAIdwod
10130 ySnoay anjea Jrejy Je pajeuSisop syuownsur A3nba ur spusunsaAul Jo fesodsiq

suonoesuer) juowked paseq-oIeys
SOLIRIPISQNS Ul s)saroyul diysioumo ur safuey)
pasodsip 1o paiinboe soLRIpISqNS JO Junowe SulKLed pue UONEIOPISUOD UIIMII]Q AOURILII
poyiowr A3nba Sursn 10§ pajuNodoL SAIMUA JuIof pue sajerdosse jo Aynba ur saSuey)
areys AIBUIPIO JO SPUAPIAIP Yse)
pareridordde aa1esal eroadg
pareudordde aazosar [eSo
:sSuruIes paurejal jo uonnquysip pue uoneridorddy
1894 9Y) 10 (SSO[) SWodUl JAISUSYAIdWOd [B10 ],
120K 9y} 10 ($SO[) dwodul dAIsuLYaIdwod 1Yy10
1834 9y 10§ 1JOIJ
120 ‘1 Atenuer je dueeg

311



(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)

PEGATRON CORPORATION

Statements of Cash Flows

For the years ended December 31, 2022 and 2021
(Expressed in Thousands of New Taiwan Dollars)

Total changes in operating assets
Changes in operating liabilities:
Decrease (increase) in contract liabilities

Decrease (increase) in notes and accounts payable

Decrease in other payables
(Decrease) increase in other current liabilities
Increase in other non-current liabilities

Total changes in operating liabilities

Total changes in operating assets and liabilities

Total adjustments
Cash inflow generated from operations
Interest received
Dividends received
Interest paid
Income taxes paid
Net cash flows from operating activities

For the years ended December 31

2022 2021
Cash flows from operating activities:
Profit before tax $ 17,911,680 21,063,694
Adjustments:
Adjustments to reconcile profit (loss):
Depreciation expense 1,273,319 1,180,153
Amortization expense 52,496 74,454
Expected credit loss (reversal gain) 59,020 (16,136)
Net loss (gain) on financial assets and liabilities at fair value through profit or loss 220,707 (96,293)
Interest expense 1,002,488 566,392
Interest income (304,242) (120,434)
Dividend income (66,075) (36,480)
Compensation cost arising from employee stock options 614,728 972,947
Share of profit of subsidiaries, associates and joint ventures accounted for using equity (3,680,616) (17,182,275)
method
Gain on disposal of property, plant and equipment (6,213) (999)
Property, plant and equipment charged to expenses 11,063 27,250
Gain on disposal of intangible assets - (19)
Other payables - 1,635,444
Unrealized loss (profit) from sales 387,516 10,301
Amortization of issuance costs on bonds payable 7,397 5,813
Effect of movement in exchange rate - 243,271
Gain on lease remeasurement - @)
Government grants income (18,136) (13,232)
Total adjustments to reconcile profit (loss) (446,548) (12,749,850)
Changes in operating assets and liabilities:
Changes in operating assets:
Increase in financial assets at fair value through profit or loss (467,759) (171,232)
Increase in notes and accounts receivable (25,426,944) (65,905,736)
Decrease in other receivables 367,206 31,916
Increase in inventories (9,563,948) (4,275,035)
Decrease in other current assets 177,697 110,367
Decrease in other financial assets 22,296,990 10,573,982

(12,616.758)

(59.635,738)

(8,878) 9,244
(8,888,726) 78,619,481
(652,548) (256,832)
10,219,725 (345,159)
(695) 17.814
668.878 78,044,548
(11,947.880) 18,408,810
(12,394,428) 5.658.960
5,517,252 26,722,654
319,308 158,804
66,075 2,727,059
(839,025) (545,762)
(719.954) (733.158)
4,344,156 28,329,597
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(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)

PEGATRON CORPORATION
Statements of Cash Flows (CONT’D)

For the years ended December 31, 2022 and 2021

(Expressed in Thousands of New Taiwan Dollars)

For the year ended December 31

2022 2021
Cash flows from investing activities:
Acquisition of investments accounted for using equity method (4,678,270) (21,862,660)
Acquisition of property, plant and equipment (868,811) (1,326,808)
Proceeds from disposal of property, plant and equipment 94,519 31,424
Acquisition of intangible assets (59,494) (101,036)
Proceeds from disposal of intangible assets - 236
(Increase) decrease in other financial assets (8,098) 3,118,070
Decrease in other non-current assets - 5,253
Net cash flows used in investing activities (5,520,154) (20,135,521)
Cash flows from financing activities:
Increase (decrease) in short-term loans 3,315,677 (10,961,818)
Proceeds from issuing bonds - 12,385,600
Repayments of bonds (2,000,000) (1,000,000)
Proceeds from long-term loans 2,100,000 -
Repayments of long-term loans (336,111) -
Increase in other payables to related parties 2,707,083 272,669
Repayments of lease liabilities (119,942) (87,907)
Cash dividends paid (13,343,303) (11,982,931)
Issuance of restricted stock - 75,740
Redemption of restricted stock (18.592) (15,719)
Net cash flows used in financing activities (7,695,188) (11,314,366)
Net decrease in cash and cash equivalents (8,871,186) (3,120,290)
Cash and cash equivalents, beginning of the year 22,587,554 25,707,844
Cash and cash equivalents, end of the year $ 13,716,368 22,587,554

See accompanying notes to financial statements.
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(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)

PEGATRON CORPORATION
Notes to the Financial Statements
For the years ended December 31, 2022 and 2021

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

(1) Company history

Pegatron Corporation (the “Company”) was established on June 27, 2007. The Company’s registered
office address is located at 5F, No.76, Ligong St., Beitou District, Taipei City 112, Taiwan. In order to
enhance competitiveness and boost productivity, the Company resolved to absorb the OEM business from
ASUSTek Computer Inc. on January 1, 2008 as part of the Company’s business restructuring. On April 1,
2008, ASUSALPHA Computer Inc. was merged with the Company. The main activities of the Company
are to produce, design and sell OEM business. In January 2010, pursuant to the resolutions of the
respective Board of Directors, the Company merged with Pegatron International Investment Co., Ltd.,
effective June 10, 2010. As the surviving entity from this merger, the Company applied for initial public
offering (IPO) to TSEC. The Company’s shares were listed on TSEC on June 24, 2010.

In accordance with Article 19 of the Business Mergers and Acquisitions Act, the Company merged with its
subsidiary, UNIHAN CORPORATION, pursuant to the resolutions of the Board of Directors in
November, 2013.

(2) Approval date and procedures of the financial statements:

The accompanying non-consolidated financial statements were authorized for issue by the Board of
Directors on March 14, 2023.

(3) New standards, amendments and interpretations adopted:

(@) The impact of the International Financial Reporting Standards (“IFRSs”) endorsed by the Financial
Supervisory Commission, R.O.C. which have already been adopted.

The Company has initially adopted the following new amendments, which do not have a significant
impact on its financial statements, from January 1, 2022:

e Amendments to IAS 16 “Property, Plant and Equipment — Proceeds before Intended Use”
e Amendments to IAS 37 “Onerous Contracts — Cost of Fulfilling a Contract”
e Annual Improvements to IFRS Standards 2018-2020

e Amendments to IFRS 3 “Reference to the Conceptual Framework”

(b) The impact of IFRS issued by the FSC but not yet effective

The Company assesses that the adoption of the following new amendments, effective for annual
period beginning on January 1, 2023, would not have a significant impact on its financial statements:

e Amendments to IAS 1 “Disclosure of Accounting Policies”
e Amendments to IAS 8 “Definition of Accounting Estimates”

e Amendments to IAS 12 “Deferred Tax related to Assets and Liabilities arising from a Single
Transaction”

(Continued)
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PEGATRON CORPORATION
Notes to the Financial Statements

The impact of IFRS issued by IASB but not yet endorsed by the FSC

The following new and amended standards, which may be relevant to the Company, have been issued
by the International Accounting Standards Board (IASB), but have yet to be endorsed by the FSC:

Standards or Effective date per
Interpretations Content of amendment IASB
Amendments to IFRS 10 and  The amendments address an acknowledged Effective date to be
IAS 28 “Sale or Contribution  inconsistency between the requirements in determined by IASB
of Assets Between an Investor IFRS 10 and those in IAS 28 (2011) in
and Its Associate or Joint dealing with the sale or contribution of
Venture” assets between an investor and its associate
or joint venture.

The main consequence of the amendments
is that a full gain or loss is recognized when
a transaction involves a business (whether
it is housed in a subsidiary or not). A partial
gain or loss is recognized when a
transaction involves assets that do not
constitute a business, even if these assets
are housed in a subsidiary.

Amendments to IAS 1 Under existing IAS 1 requirements, January 1,2024
“Classification of Liabilities companies classify a liability as current
as Current or Non-current” when they do not have an unconditional

right to defer settlement for at least 12
months after the reporting date. The
amendments has removed the requirement
for a right to be unconditional and instead
now requires that a right to defer settlement
must exist at the reporting date and have
substance.

The amendments clarify how a company
classifies a liability that can be settled in its
own shares — e.g. convertible debt.

The Company is evaluating the impact of its initial adoption of the abovementioned standards or
interpretations on its consolidated financial position and financial performance. The results thereof
will be disclosed when the Company completes its evaluation.

The Company does not expect the following other new and amended standards, which have yet to be
endorsed by the FSC, to have a significant impact on its financial statements:

e [FRS 17 “ Insurance Contracts” and amendments to IFRS 17 “ Insurance Contracts”

e Amendments to IAS 1 “Non-current Liabilities with Covenants”

e Amendments to [FRS 17 “Initial Application of IFRS 17 and IFRS 9 — Comparative
Information “

e Amendments to IFRS16 “Requirements for Sale and Leaseback Transactions”

(Continued)
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PEGATRON CORPORATION
Notes to the Financial Statements

(4) Summary of significant accounting policies:

The significant accounting policies presented in the financial statements are summarized below. Except for
those specifically indicated, the following accounting policies were applied consistently throughout the
periods presented in the financial statements.

(a) Statement of compliance

The non-consolidated financial statements are prepared in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers.

(b) Basis of preparation

(1)

(if)

Basis of measurement

The non-consolidated financial statements have been prepared on the historical cost basis
except for the following material items in the balance sheets:

1) Financial instruments measured at fair value through profit or loss are measured at fair
value;

2)  Financial assets at fair value through other comprehensive income are measured at fair
value;

3)  The net defined benefit liability is recognized as the present value of the defined benefit
obligation less the fair value of plan assets.

Functional and presentation currency

The functional currency of each Company entities is determined based on the primary
economic environment in which the entities operate. The non-consolidated financial statements
are presented in New Taiwan Dollar, which is the Company’ s functional currency. All
financial information presented in New Taiwan Dollar has been rounded to the nearest
thousand.

(¢) Foreign currency

(1)

Foreign currency transaction

Transactions in foreign currencies are translated into the respective functional currencies of
Company entities at the exchange rates at the dates of the transactions. At the end of each
subsequent reporting period, monetary items denominated in foreign currencies are translated
into the functional currencies using the exchange rate at that date. Non-monetary items
denominated in foreign currencies that are measured at fair value are translated into the
functional currencies using the exchange rate at the date that the fair value was determined.
Nonmonetary items denominated in foreign currencies that are measured based on historical
cost are translated using the exchange rate at the date of the transaction.

(Continued)
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(d)

(i)

PEGATRON CORPORATION
Notes to the Financial Statements

Exchange differences are generally recognized in profit or loss, except for those differences
relating to the following, which are recognized in other comprehensive income:

- an investment in equity securities designated as at fair value through other comprehensive
income;

- a financial liability designated as a hedge of the net investment in a foreign operation to the
extent that the hedge is effective; or

- qualifying cash flow hedges to the extent that the hedges are effective.
Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments
arising on acquisition, are translated into the Company's functional currency at the exchange
rates at the reporting date. The income and expenses of foreign operations are translated into
the Company's functional currency at the average exchange rate. Exchange differences are
recognized in other comprehensive income.

However, if the foreign operation is a non-wholly owned subsidiary, then the relevant
proportion of the translation difference is allocated to non-controlling interests. When a foreign
operation is disposed of such that control, significant influence or joint control is lost, the
cumulative amount in the translation reserve related to that foreign operation is reclassified to
profit or loss as part of the gain or loss on disposal. When the Company disposes of any part of
its interest in a subsidiary that includes a foreign operation while retaining control, the relevant
proportion of the cumulative amount is reattributed to non-controlling interest. When the
Company disposes of only part of investment in an associate of joint venture that includes a
foreign operation while retaining significant or joint control, the relevant proportion of the
cumulative amount is reclassified to profit or loss.

When the settlement of a monetary receivable from or payable to a foreign operation is neither
planned nor likely to occur in the foreseeable future. Exchange differences arising from such a
monetary item that are considered to form part of the net investment in the foreign operation
are recognized in other comprehensive income.

Classification of current and non-current assets and liabilities

An asset is classified as current under one of the following criteria, and all other assets are classified
as non-current.

(1)

(i)
(iii)
(iv)

It is expected to be realized the asset, or intended to be sold or consumed, during the normal
operating cycle;

It is held primarily for the purpose of trading;
It is expected to be realized within twelve months after the reporting period; or

The asset is cash and cash equivalent unless the asset is restricted from being exchanged or
used to settle a liability for at least twelve months after the reporting period.

(Continued)
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(e)

®

PEGATRON CORPORATION
Notes to the Financial Statements

A liability is classified as current under one of following criteria, and all other liabilities are classified
as non-current:

(i) Itis expected to be settled in the normal operating cycle;
(i) Itis held primarily for the purpose of trading;
(iii) It is due to be settled within twelve months after the reporting period; or

(iv) The Company does not have an unconditional right to defer settlement of the liability for at
least twelve months after the reporting period. Terms of a liability that could, at the option of
the counterparty, result in its settlement by issuing equity instruments do not affect its
classification.

Cash and cash equivalents

Cash comprises cash on hand and demand deposits. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash, and are subject to an insignificant
risk of changes in their fair value.

Time deposits which meet the above definition and are held for the purpose of meeting short cash
commitments rather than for investment or other purposes should be recognized as cash equivalents.

Financial assets

Trade receivables and debt securities issued are initially recognized when they are originated. All
other financial assets and financial liabilities are initially recognized when the Company becomes a
party to the contractual provisions of the instrument. A financial asset (unless it is a trade receivable
without a significant financing component) or financial liability is initially measured at fair value
plus, for an item not at fair value through profit or loss (FVTPL), transaction costs that are directly
attributable to its acquisition or issue. A trade receivable without a significant financing component is
initially measured at the transaction price.

(1) Financial assets

On initial recognition, a financial asset is classified as measured at: amortized cost; Fair value
through other comprehensive income (FVOCI) — debt investment; FVOCI — equity investment;
or FVTPL. Financial assets are not reclassified subsequent to their initial recognition unless the
Company changes its business model for managing financial assets, in which case all affected
financial assets are reclassified on the first day of the first reporting period following the
change in the business model.

1)  Financial assets measured at amortized cost

A financial asset is measured at amortized cost if it meets both of the following
conditions and is not designated as at FVTPL:

it is held within a business model whose objective is to hold assets to collect
contractual cash flows; and
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its contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

These assets are subsequently measured at amortized cost, which is the amount at which
the financial asset is measured at initial recognition, plus/minus, the cumulative
amortization using the effective interest method, adjusted for any loss allowance. Interest
income, foreign exchange gains and losses, as well as impairment, are recognized in
profit or loss. Any gain or loss on derecognition is recognized in profit or loss.

Fair value through other comprehensive income (FVOCI )

A debt investment is measured at FVOCI if it meets both of the following conditions and
is not designated as at FVTPL:

it is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and

its contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

Some accounts receivables are held within a business model whose objective is achieved
by both collecting contractual cash flows and selling by the Company, therefore, those
receivables are measured at FVOCIL. However, they are included in the ° accounts
receivables’ line item.

On initial recognition of an equity investment that is not held for trading, the Company
may irrevocably elect to present subsequent changes in the investment’s fair value in
other comprehensive income. This election is made on an instrument-by-instrument basis.

Debt investments at FVOCI are subsequently measured at fair value. Interest income
calculated using the effective interest method, foreign exchange gains and losses and
impairment are recognized in profit or loss. Other net gains and losses are recognized in
other comprehensive income. On derecognition, gains and losses accumulated in other
comprehensive income are reclassified to profit or loss.

Equity investments at FVOCI are subsequently measured at fair value. Dividends are
recognized as income in profit or loss unless the dividend clearly represents a recovery of
part of the cost of the investment. Other net gains and losses are recognized in other
comprehensive income and are never reclassified to profit or loss.

Dividend income is recognized in profit or loss on the date on which the Company’s right
to receive payment is established.

Fair value through profit or loss (FVTPL)

All financial assets not classified as amortized cost or FVOCI described as above are
measured at FVTPL, including derivative financial assets. On initial recognition, the
Company may irrevocably designate a financial asset, which meets the requirements to be
measured at amortized cost or at FVOCI, as at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch that would otherwise arise.
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These assets are subsequently measured at fair value. Net gains and losses, including any
interest or dividend income, are recognized in profit or loss.

Business model assessment

The Company makes an assessment of the objective of the business model in which a
financial asset is held at portfolio level because this best reflects the way the business is
managed and information is provided to management. The information considered
includes:

the stated policies and objectives for the portfolio and the operation of those policies in
practice. These include whether management's strategy focuses on earning contractual
interest income, maintaining a particular interest rate profile, matching the duration of
the financial assets to the duration of any related liabilities or expected cash outflows
or realizing cash flows through the sale of the assets;

how the performance of the portfolio is evaluated and reported to the Company’ s
management;

the risks that affect the performance of the business model (and the financial assets
held within that business model) and how those risks are managed;

the frequency, volume and timing of sales of financial assets in prior periods, the
reasons for such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for
derecognition are not considered sales for this purpose, and are consistent with the
Company’s continuing recognition of the assets.

Financial assets that are held for trading or are managed and whose performance is
evaluated on a fair value basis are measured at FVTPL.

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial
assets on initial recognition. ‘Interest’ is defined as consideration for the time value of
money and for the credit risk associated with the principal amount outstanding during a
particular period of time and for other basic lending risks and costs, as well as a profit
margin.

In assessing whether the contractual cash flows are solely payments of principal and
interest, the Company considers the contractual terms of the instrument. This includes
assessing whether the financial asset contains a contractual term that could change the
timing or amount of contractual cash flows such that it would not meet this condition. In
making this assessment, the Company considers:

contingent events that would change the amount or timing of cash flows;
terms that may adjust the contractual coupon rate, including variable rate features;

prepayment and extension features; and
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terms that limit the Company’s claim to cash flows from specified assets (e.g. non-
recourse features)

Impairment of financial assets

The Company recognizes loss allowances for expected credit losses (ECL) on financial
assets measured at amortized cost (including cash and cash equivalents, notes and
accounts receivables, other receivable and other financial assets).

The Company measures loss allowances at an amount equal to lifetime ECL, except for
the following which are measured as 12-months ECL:

debt securities that are determined to have low credit risk at the reporting date; and

other debt securities and bank balances for which credit risk (i.e. the risk of default
occurring over the expected life of the financial instrument) has not increased
significantly since initial recognition.

Loss allowance for accounts receivables is measured at an amount equal to lifetime ECL.

When determining whether the credit risk of a financial asset has increased significantly
since initial recognition and when estimating ECL, the Company considers reasonable
and supportable information that is relevant and available without undue cost or effort.
This includes both quantitative and qualitative information and analysis based on the
Company’ s historical experience and informed credit assessment as well as forward-
looking information.

The Company assumes that the credit risk on a financial asset has increased significantly
if it is more than 30 days past due.

The Company considers a financial asset to be in default when the financial asset is more
than 180 days past due or the debtor is unlikely to pay its credit obligations to the
Company in full.

Lifetime ECLs are the ECLs that result from all possible default events over the expected
life of a financial instrument.

12-months ECL are the portion of ECL that result from default events that are possible
within the 12 months after the reporting date (or a shorter period if the expected life of
the instrument is less than 12 months).

The maximum period considered when estimating ECL is the maximum contractual
period over which the Company is exposed to credit risk.

ECL are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (i.e the difference between the cash flows due to
the Company in accordance with the contract and the cash flows that the Company
expects to receive). ECL are discounted at the effective interest rate of the financial asset.
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At each reporting date, the Company assesses whether financial assets carried at
amortized cost and debt securities at FVOCI are credit-impaired. A financial asset is
¢ credit-impaired” when one or more events that have a detrimental impact on the
estimated future cash flows of the financial asset have occurred. Evidence that a financial
assets is credit-impaired includes the following observable data:

significant financial difficulty of the borrower or issuer;
a breach of contract such as a default or being more than 180 days past due;

the lender of the borrower, for economic or contractual reasons relating to the
borrower's financial difficulty, having granted to the borrower a concession that the
lender would not otherwise consider;

it is probable that the borrower will enter bankruptcy or other financial reorganization;
or

the disappearance of an active market for a security because of financial difficulties.

Loss allowances for financial assets measured at amortized cost are deducted from the
gross carrying amount of the assets. For debt securities at FVOCI, the loss allowance
is charge to profit or loss and is recognized in other comprehensive income instead of
reducing the carrying amount of the asset.

The gross carrying amount of a financial asset is written off when the Company has no
reasonable expectations of recovering a financial asset in its entirety or a portion thereof.
For corporate customers, the Company individually makes an assessment with respect to
the timing and amount of write-off based on whether there is a reasonable expectation of
recovery. The Company expects no significant recovery from the amount written off.
However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Company’s procedures for recovery of amounts
due.

Derecognition of financial assets

The Company derecognizes a financial asset when the contractual rights to the cash flows
from the financial asset expire, or it transfers the rights to receive the contractual cash
flows in a transaction in which substantially all of the risks and rewards of ownership of
the financial asset are transferred or in which the Company neither transfers nor retains
substantially all of the risks and rewards of ownership and it does not retain control of the
financial asset.

The Company enters into transactions whereby it transfers assets recognized in its
statement of balance sheet, but retains either all or substantially all of the risks and
rewards of the transferred assets. In these cases, the transferred assets are not
derecognized.
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(i) Financial liabilities and equity instruments

1)

2)

3)

4)

5)

Classification of debt or equity

Debt and equity instruments issued by the Company are classified as financial liabilities
or equity in accordance with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instrument

An equity instrument is any contract that evidences residual interest in the assets of an
entity after deducting all of its liabilities. Equity instruments issued are recognized as the
amount of consideration received, less the direct cost of issuing.

Treasury shares

When shares recognized as equity are repurchased, the amount of the consideration paid,
which includes directly attributable costs, is recognized as a deduction from equity.
Repurchased shares are classified as treasury shares. When treasury shares are sold or
reissued subsequently, the amount received is recognized as an increase in equity, and the
resulting surplus or deficit on the transaction is recognized in capital surplus or retained
earnings (if the capital suplus is not sufficient to be written down).

Financial liabilities

Financial liabilities are classified as measured at amortized cost or FVTPL. A financial
liability is classified as at FVTPL if it is classified as held-for-trading, it is a derivative or
it is designated as such on initial recognition. Financial liabilities at FVTPL are measured
at fair value and net gains and losses, including any interest expense, are recognized in
profit or loss.

Other financial liabilities are subsequently measured at amortized cost using the effective
interest method. Interest expense and foreign exchange gains and losses are recognized in
profit or loss. Any gain or loss on derecognition is also recognized in profit or loss.

Derecognition of financial liabilities

The Company derecognizes a financial liability when its contractual obligations are
discharged or cancelled, or expire. The Company also derecognizes a financial liability
when its terms are modified and the cash flows of the modified liability are substantially
different, in which case a new financial liability based on the modified terms is
recognized at fair value.

On derecognition of a financial liability, the difference between the carrying amount of a
financial liability extinguished and the consideration paid (including any non-cash assets
transferred or liabilities assumed) is recognized in profit or loss.
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6)  Offsetting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount presented in the
statement of balance sheet when, and only when, the Company currently has a legally
enforceable right to offset the amounts and it intends either to settle them on a net basis or
to realize the asset and settle the liability simultaneously.

7)  Interest rate benchmark reform

When the basis for determining the contractual cash flows of a financial asset or financial
liability measured at amortized cost changed as a result of interest rate benchmark reform,
the Company will update the effective interest rate of the financial asset or financial
liability to reflect the change that is required by the reform. A change in the basis for
determining the contractual cash flows is required by interest rate benchmark reform if
the following two conditions are met:

— the change is necessary as a direct consequence of the reform; and

— the new basis for determining the contractual cash flows is economically equivalent to
theprevious basis — i.e. the basis immediately before the change.

When changes were made to a financial asset or financial liability in addition to changes
to the basis for determining the contractual cash flows required by interest rate
benchmark reform, the Company will first update the effective interest rate of the
financial asset or financial liability to reflect the change that is required by interest rate
benchmark reform. Thereafter, the Company will apply applied the policies on
accounting for modifications to the additional changes.

Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is
based on the weighted average method, and includes expenditure incurred in acquiring the
inventories, production or conversion costs and other costs incurred in bringing them to their present
location and condition. In the case of manufactured inventories and work in progress, cost includes
an appropriate share of production overheads based on normal operating capacity.

Net realizable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses. The replacement cost of raw material is its net
realizable value.

Subsidiaries

The subsidiaries in which the Company holds controlling interest are accounted for under equity
method in the non-consolidated financial statements. Under equity method, the net income, other
comprehensive income and equity in the non-consolidated financial statement are the same as those
attributable to the owners of parent in the consolidated financial statements.

The changes in ownership of the subsidiaries not causing losing controls, are recognized as equity
transaction.
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Property, plant and equipment

(1) Recognition and measurement
Items of property, plant and equipment are measured at cost, which includes capitalized
borrowing costs, less accumulated depreciation and any accumulated impairment losses.
If significant parts of an item of property, plant and equipment have different useful lives, they
are accounted for as separate items (major components) of property, plant and equipment.
Any gain or loss on disposal of an item of property, plant and equipment is recognized in profit
or loss.
(il)) Subsequent cost
Subsequent expenditure is capitalized only if it is probable that the future economic benefits
associated with the expenditure will flow to the Company.
(iii) Depreciation
Depreciation is calculated on the cost of an asset less its residual value and is recognized in
profit or loss on a straightline basis over the estimated useful lives of each component of an
item of property, plant and equipment.
Land is not depreciated.
The estimated useful lives of property, plant and equipment for current and comparative
periods are as follows:
Buildings 1-50 years
Machinery equipment 3-7 years
Instrument equipment 2-3 years
Other facilities 1-10 years
Depreciation methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.
(iv) Reclassification to investment property
A property is reclassified to investment property at its carrying amount when the use of the
property changes from owner-occupied to investment property.
Leases

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration.
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As a leasee

The Company recognizes a right-of-use asset and a lease liability at the lease commencement
date. The right-of-use asset is initially measured at cost, which comprises the initial amount of
the lease liability adjusted for any lease payments made at or before the commencement date,
plus any initial direct costs incurred and an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or the site on which it is located, less any
lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the earlier of the end of the useful life of the right-of-use asset or the
end of the lease term. In addition, the right-of-use asset is periodically reduced by impairment
losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not
paid at the commencement date, discounted using the interest rate implicit in the lease or, if that
rate cannot be reliably determined, the Company’s incremental borrowing rate. Generally, the
Company uses its incremental borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise the following:
1) fixed payments;

2)  variable lease payments that depend on an index or a rate, initially measured using the
index or rate as at the commencement date;

3) amounts expected to be payable under a residual value guarantee; and
4)  payments for purchase or termination options that are reasonably certain to be exercised.

The lease liability is measured at amortized cost using the effective interest method. It is
remeasured when:

1)  there is a change in future lease payments arising from the change in an index or rate; or

2) there is a change in the Company’s estimate of the amount expected to be payable under a
residual value guarantee; or

3) thereis achange in the lease term resulting from a change of its assessment on whether it
will exercise an option to purchase the underlying asset; or

4) there is a change of its assessment on whether it will exercise a purchase, extension or
termination option; or

5) there is any lease modifications

When the lease liability is remeasured, other than lease modifications, a corresponding
adjustment is made to the carrying amount of the right-of-use asset, or in profit and loss if the
carrying amount of the right-of-use asset has been reduced to zero.
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When the lease liability is remeasured to reflect the partial or full termination of the lease for
lease modifications that decrease the scope of the lease, the Company accounts for the
remeasurement of the lease liability by decreasing the carrying amount of the right-of-use asset
to reflect the partial or full termination of the lease, and recognize in profit or loss any gain or
loss relating to the partial or full termination of the lease.

The Company presents right-of-use assets that do not meet the definition of investment
property and lease liabilities as a separate line item respectively in the statement of financial
position.

As a practical expedient, the Company elects not to assess all rent concessions that meets all the
conditions as follows are lease modifications or not:

1)  the rent concessions occurring as a direct con sequence of the COVID-19 pandemic;

2) the change in lease payments results in revised consideration for the lease that is
substantially the same as, or less than, the consideration for the lease immediately
preceding the change;

3) any reduction in lease payments affects only payments originally due on or before 30
June 2022; and

4) there is no substantive change to other terms and conditions of the lease.

In accordance with the practical expedient, the effect of the change in the lease liability is
reflected in profit or loss in the period in which the event or condition that triggers the rent
concession occurs.

As a leasor

When the Company acts as a lessor, it determines at lease commencement whether each lease is
a finance lease or an operating lease. To classify each lease, the Company makes an overall
assessment of whether the lease transfers to the lessee substantially all of the risks and rewards
of ownership incidental to ownership of the underlying asset. If this is the case, then the lease is
a finance lease; if not, then the lease is an operating lease. As part of this assessment, the
Company considers certain indicators such as whether the lease is for the major part of the
economic life of the asset.

When the Company is an intermediate lessor, it accounts for its interests in the head lease and
the sub-lease separately. It assesses the lease classification of a sub-lease with reference to the
right-of-use asset arising from the head lease, not with reference to the underlying asset. If a
head lease is a short-term lease to which the Company applies the exemption described above,
then it classifies the sub-lease as an operating lease.

If an arrangement contains lease and non-lease components, the Company applies IFRS15 to
allocate the consideration in the contract.
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Intangible assets
(i) Recognition and measurement

Other intangible assets that are acquired by the Company are measured at cost less accumulated
amortization and any accumulated impairment losses.

(i) Subsequent expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure, including expenditure
on internally generated goodwill and brands, is recognized in profit or loss as incurred.

(i) Amortization

Amortization is calculated over the cost of the asset, less its residual value, and is recognized in
profit or loss on a straight-line basis over the estimated useful lives of intangible assets, other
than goodwill, from the date that they are available for use.

The estimated useful lives for current and comparative periods are as follows:
Computer software 3 — 20 years

Amortization methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

Impairment of non-financial assets

At each reporting date, the Company reviews the carrying amounts of its non-financial assets (other
than inventories and deferred tax assets) to determine whether there is any indication of impairment.
If any such indication exists, then the asset’s recoverable amount is estimated. Goodwill is tested
annually for impairment.

For impairment testing, assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other assets or
CGUs.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less
costs to sell. Value in use is based on the estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset or CGU.

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its recoverable
amount.

Impairment losses are recognized in profit or loss. They are allocated first to reduce the carrying
amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other
assets in the CGU on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortization, if no impairment loss had been
recognized.
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(m) Provisions

()

A provision is recognized if, as a result of a past event, the Company has a present obligation that can
be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle
the obligation.

Revenue from contracts with customers

Revenue is measured based on the consideration to which the Company expects to be entitled in
exchange for transferring goods or services to a customer. The Company recognizes revenue when it
satisfies a performance obligation by transferring control of a good or a service to a customer. The
accounting policies for the Company’s main types of revenue are explained below.

(@)

(i)

(ii1)

Sale of good

The Company recognizes revenue when control of the products has transferred, being when the
products are delivered to the customer, the customer has full discretion over the channel and
price to sell the products, and there is no unfulfilled obligation that could affect the customer’s
acceptance of the products. Delivery occurs when the products have been shipped to the
specific location, the risks of obsolescence and loss have been transferred to the customer, and
either the customer has accepted the products in accordance with the sales contract, the
acceptance provisions have lapsed, or the Company has objective evidence that all criteria for
acceptance have been satisfied.

The Company grants its main customers the right to return the product within certain period.
Therefore, the Company reduces its revenue by the amount of expected returns and discounts,
and recognizes a refund liability and a right to the returned goods. Accumulated experience is
used to estimate such returns and discounts at the time of sale. Also, it is highly probable that a
significant reversal in the cumulative revenue recognized will not occur. At each reporting date,
the Company reassesses the estimated amount of expected returns and discounts.

A receivable is recognized when the goods are delivered as this is the point in time that the
Company has a right to an amount of consideration that is unconditional.

Services

Revenue from providing services is recognized in the accounting period in which performance
obligation is satisfied.

Financing components

The Company does not expect to have any contracts where the period between the transfer of
the promised goods or services to the customer and payment by the customer exceeds one year.
As a consequence, the Company does not adjust any of the transaction prices for the time value
of money.
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Government grants

The Company recognizes an unconditional government grant in profit or loss as other income when
the grant becomes receivable. Other government grants related to assets are initially recognized as
deferred income at fair value if there is reasonable assurance that they will be received and the
Company will comply with the conditions associated with the grant; they are then recognized in
profit or loss as other income on a systematic basis over the useful life of the asset. Grants that
compensate the Company for expenses or losses incurred are recognized in profit or loss on a
systematic basis in the periods in which the expenses or losses are recognized.

The Company is using market interest rate to calculate the fair value of the loan, and recognizes the
difference between the amount received and the fair value as deferred revenues. The deferred
revenues will then be amortized as other income on a systematic basis.

Employee benefits
(i) Defined contribution plans

Obligations for contributions to defined contribution pension plans are expensed as the related
service is provided.

(i) Defined benefit plans

The Company’s net obligation in respect of defined benefit plans is calculated separately for
each the plan by estimating the amount of future benefit that employees have earned in the
current and prior periods, discounting that amount and deducting the fair value of any plan
assets.

The calculation of defined benefit obligations is performed annually by a qualified actuary
using the projected unit credit method. When the calculation results in a potential asset for the
Company, the recognized asset is limited to the present value of economic benefits available in
the form of any future refunds from the plan or reductions in future contributions to the plan.
To calculate the present value of economic benefits, consideration is given to any applicable
minimum funding requirements.

Remeasurements of the net defined benefit liability, which comprise actuarial gains and losses,
the return on plan assets (excluding interest) and the effect of the asset ceiling (if any,
excluding interest), are recognized immediately in other comprehensive income, and
accumulated in retained earnings within equity. The Company determines the net interest
expense (income) on the net defined benefit liability (asset) for the period by applying the
discount rate used to measure the defined benefit obligation at the beginning of the annual
period to the then-net defined benefit liability (asset). Net interest expense and other expenses
related to defined benefit plans are recognized in profit or loss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in
benefit that relates to past service or the gain or loss on curtailment is recognized immediately
in profit or loss. The Company recognizes gains and losses on the settlement of a defined
benefit plan when the settlement occurs.
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(iii)) Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is
recognized for the amount expected to be paid if the Company has a present legal or
constructive obligation to pay this amount as a result of past service provided by the employee
and the obligation can be estimated reliably.

Share-based payment

The grant-date fair value of equity-settled share-based payment arrangements granted to employees is
generally recognized as an expense, with a corresponding increase in equity, over the vesting period
of the awards. The amount recognized as an expense is adjusted to reflect the number of awards for
which the related service and non-market performance conditions are expected to be met, such that
the amount ultimately recognized is based on the number of awards that meet the related service and
non-market performance conditions at the vesting date.

For share-based payment awards with non-vesting conditions, the grant-date fair value of the share-
based payment is measured to reflect such conditions and there is no true-up for differences between
expected and actual outcomes.

The fair value of the amount payable to employees in respect of share appreciation rights, which are
settled in cash, is recognized as an expense with a corresponding increase in liabilities, over the
period during which the employees become unconditionally entitled to payment. The liability is
remeasured at each reporting date and at settlement date based on the fair value of the share
appreciation rights. Any changes in the liability are recognized in profit or loss.

Grant date of a share-based payment award is the date which the board of directors authorized the
price and number of a new award.

Income Taxes

Income taxes comprise current taxes and deferred taxes. Except for expenses related to business
combinations or recognized directly in equity or other comprehensive income, all current and
deferred taxes are recognized in profit or loss.

Current taxes comprise the expected tax payables or receivables on the taxable profits (losses) for the
year and any adjustment to the tax payable or receivable in respect of previous years. The amount of
current tax payables or receivables are measured using tax rates enacted or substantively enacted at
the reporting date.

Deferred taxes arise due to temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their respective tax bases. Deferred taxes are
recognized except for the following:

(i) temporary differences on the initial recognition of assets and liabilities in a transaction that is
not a business combination and that affects neither accounting nor taxable profits (losses) at the
time of the transaction;
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(il) temporary differences related to investments in subsidiaries, associates and joint arrangements
to the extent that the Company is able to control the timing of the reversal of the temporary
differences and it is probable that they will not reverse in the foreseeable future; and

Deferred tax assets are recognized for the carry forward of unused tax losses, unused tax credits, and
deductible temporary differences to the extent that it is probable that future taxable profits will be
available against which they can be utilized. Deferred tax assets are reviewed at each reporting date
and are reduced to the extent that it is no longer probable that the related tax benefits will be realized;
such reductions are reversed when the probability of future taxable profits improves.

Deferred taxes are measured at tax rates that are expected to be applied to temporary differences
when they reserve, using tax rates enacted or substantively enacted at the reporting date.

Deferred tax assets and liabilities are offset if the following criteria are met:

(i) the Company has a legally enforceable right to set off currenttax assets against current tax
liabilities; and

(il) the deferred tax assets and the deferred tax liabilities relate to income taxes levied by the same
taxation authority on either:

1)  the same taxable entity; or

2) different taxable entities which intend to settle current tax assets and liabilities on a net
basis, or to realize the assets and liabilities simultaneously, in each future period in which
significant amounts of deferred tax liabilities or assets are expected to be settled or
recovered.

Business combination

The Company accounts for business combinations using the acquisition method. The goodwill
arising from an acquisition is measured as the excess of (i) the consideration transferred (which is
generally measured at fair value) and (ii) the amount of non-controlling interest in the acquiree, both
over the identifiable net assets acquired at the acquisition date. If the amount calculated above is a
deficit balance, the Company recognized that amount as a gain on a bargain purchase in profit or loss
immediately after reassessing whether it has correctly identified all of the assets acquired and all of
the liabilities assumed.

Non-controlling equity interest is measured either at fair value at acquisition-date or at the share of
the acquirer’s identifiable net assets in each acquisition.

In a business combination achieved in stages, the Company remeasures its previously held equity
interest in the acquiree at its acquisition-date fair value, and recognizes the resulting gain or loss, if
any, in profit or loss. In prior reporting periods, the Company may have recognized changes in the
value of its equity interest in the acquiree in other comprehensive income. If so, the amount that was
recognized in other comprehensive income will be recognized on the same basis as would be
required if the Company had disposed directly of the previously held equity interest. If the disposal
of the equity interest required a reclassification to profit or loss, such an amount will be reclassified
to profit or loss.
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All transaction costs relating to business combination are recognized immediately as expenses when
incurred, except for the issuance of debt or equity instruments.

If the initial accounting for a business combination is incomplete by the end of the reporting period in
which the combination occurs, provisional amounts for the items for which the accounting is
incomplete are reported in the Company’s financial statements. During the measurement period, the
provisional amounts recognized are retrospectively adjusted at the acquisition date, or additional
assets or liabilities are recognized to reflect new information obtained about facts and circumstances
that existed as of the acquisition date. The measurement period shall not exceed one year from the
acquisition date.

Business combinations under common control are accounted for in the non-consolidated accounts
prospectively from the date the Company acquires the ownership interest. Assets and liabilities of the
merged entities are recognized at their carrying amount in the non-consolidated financial statements.

Earnings per share

Disclosures are made of basic and diluted earnings per share attributable to ordinary equity holders of
the Company. The basic earnings per share is calculated based on the profit attributable to the
ordinary shareholders of the Company divided by weighted average number of ordinary shares
outstanding. The diluted earnings per share is calculated based on the profit attributable to ordinary
shareholders of the Company, divided by weighted average number of ordinary shares outstanding
after adjustment for the effects of all potentially dilutive ordinary shares, such as remuneration of
employees and employee stock options.

Operating segments

Please refer to the consolidated financial report of Pegatron Corporation for the years ended
December 31, 2022 and 2021 for operating segments information.

Significant accounting assumptions and judgments, and major sources of estimation uncertainty:

The preparation of the financial statements in conformity with the Regulations Governing the Preparation
of Finanial Reports by Securities Issuers endorsed by the FSC requires management to make judgments,
estimates, and assumptions that affect the application of the accounting policies and the reported amount of
assets, liabilities, income, and expenses. Actual results may differ from these estimates.

The management continues to monitor the accounting estimates and assumptions. The management
recognizes any changes in accounting estimates during the period and the impact of those changes in
accounting estimates in the next period.

Information about judgments made in applying accounting policies that have the most significant effects
on the amounts recognized in the non-consolidated financial statements is as follows:

e Please refer to the consolidated financial statement for the years ended December 31, 2022 and 2021

for judgment regarding control of subsidiaries.
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Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment to the carrying amounts of assets and liabilities within the next financial year is as
follows. Those assumptions and estimation have been updated to reflect the impact of COVID-19
pandemic:

e Valuation of inventories

(6) Explanation of significant accounts:

(a)

(b)

Cash and cash equivalents

December 31,

As inventories are stated at the lower of cost or net realizable value, the Company estimates the net
realizable value of inventories for obsolescence and unmarketable items at the end of the reporting
period and then writes down the cost of inventories to net realizable value. The net realizable value of
the inventory is mainly determined based on assumptions as to future demand within a specific time
horizon. Due to the rapid industrial transformation, there may be significant changes in the net
realizable value of inventories. Please refer to Note 6(f) for further description of the valuation of
inventories.

December 31,

2022 2021
Cash on hand $ 150 150
Demand deposits 12,216,218 21,421,306
Time deposits - 1,000,000
Cash equivalents-repurchase bonds 1,500,000 166,098
$ 13,716,368 22,587,554

(i)  The above cash and cash equivalents were not pledged as collateral. Pledged time deposits were
accounted for under other financial assets. Please refer to Notes 6(k) and 8 for details.

(ii)) Please refer to Note 6(x) for the fair value sensitivity analysis and interest rate risk of the

financial assets and liabilities of the Company.
Financial assets at fair value through profit or loss

December 31,

December 31,

2022 2021
Current mandatorily measured at fair value through profit or loss:
Non-derivative financial assets
Shares of stock of listed companies $ 453,255 566,105
Shares of emerging stock of listed companies 114,810 -
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334



(©)

PEGATRON CORPORATION
Notes to the Financial Statements

December 31, December 31,

2022 2021
Non-current mandatorily measured at fair value through profit
or loss:
Non-derivative financial assets
Shares of stock of listed companies 201,250 220,850
Beneficiary certificates 735,767 471,075
Total $ 1,505,082 1,258,030

(i) Please refer to Note 6(w) for re-measurement at fair value recognized in profit or loss.
(i1)) Please refer to Note 6(x) for credit risk and market risk.

(iii)) The aforesaid financial assets were not pledged as collateral.

Financial assets at fair value through other comprehensive income

December 31, December 31,

2022 2021
Equity instruments at fair value through other comprehensive
income:
Shares of stock of listed companies $ 672,647 1,015,597

(i)  Equity instruments at fair value through other comprehensive income

The Company holds these equity instruments as long-term strategic purposes that are not held
for trading purposes. Therefore, they have been designated as measured at fair value through
other comprehensive income.

For the year ended December 31, 2022 and 2021, the Company has recognized the dividend

income of $33,135 thousand and $16,259 thousand, respectively. Dividends are recognized as
other income —non-operating income and expenses. Please refer to Note 6(w).

No strategic investments were disposed for the year ended December 31, 2022, and there were
no transfers of any cumulative gain or loss within equity relating to these investments.

(i) Please refer to Note 6(x) for credit risk and market risk.

(iii) The aforesaid financial assets were not pledged as collateral.
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(d) Notes and accounts receivable, net (including related parties)

(1)

(i)

The components of notes and accounts receivables were as follows :

December 31, December 31,

2022 2021
Notes and accounts receivables-measured at amortized cost $§ 165,927,738 231,805,932
Accounts receivables-related parties 338,114,133 246,808,995
Less: Allowance for impairment 76,419 17,399

$_ 503.965.452 478,597,528

The Company has assessed a portion of its accounts receivable that was held within a business
model whose objective is achieved by both collecting contractual cash flows and selling
financial assets; therefore, such accounts receivable were measured at fair value through other
comprehensive income.

Credit loss

The Company applies the simplified approach to provide for its expected credit losses, i.e. the
use of lifetime expected loss provision for all receivables. To measure the expected credit
losses, notes and accounts receivables have been grouped based on shared credit risk
characteristics and the days past due, as well as incorporated forward looking information,
including macroeconomic and relevant industry information.

The loss allowance provision was determined as follows:

December 31, 2022
Weighted-
Gross carrying average loss Loss allowance
amount rate provision
Current $ 444,082,327  0%~0.001% (1,670)
Overdue 0 to 30 days 53,465,857 0%~1% (26,922)
Overdue 31 to 120 days 6,471,042 0%~50% (34,054)
Overdue 121 to 365 days 16,954 0%~100% (13,773)
Over 365 days past due 5,691 0%~100% -
$ 504,041,871 (76,419)
December 31, 2021
Weighted-
Gross carrying average loss Loss allowance
amount rate provision
Current $ 462,697,637  0%~0.001% (2,327)
Overdue 0 to 30 days 9,741,802 0%~1% (9,449)
Overdue 31 to 120 days 6,102,564 0%~50% (3,720)
Overdue 121 to 365 days 72,924 0%~100% (1,903)
$ 478,614,927 (17,399)
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The movement in the allowance for notes and accounts receivable was as follows:

For the years ended December 31

2022 2021
Balance at January 1 $ 17,399 33,535
Impairment losses (reversed) recognized 59,020 (16,136)
Balance at December 31 S 76,419 17,399

Based on historical default rates, the Company believes that, apart from the above, no
impairment allowance is necessary in respect of trade receivables not past due. Also, the
payment term of the receivables from related parties depend on the Company’ s capital
movement, and there’s no penalty interest due for late payment. The Company’s management
believes that there’ s no significant change on the credit quality of the aforesaid receivables
which are past due but not impaired, thus they assess the receivables can be recovered. In
addition, the Company does not hold any collateral and of other credit enhancement to mitigate
the credit risk of the foresaid receivables.

The aforesaid financial assets were not pledged as collateral.

Please refer to Note 6(x) for the Company’s notes and accounts receivable exposure to credit
risk and currency risk.

Accounts receivable factoring

The Company entered into separate factoring agreements with different financial institutions to
sell its accounts receivable. The Company derecognized the above accounts receivable because
it has transferred substantially all of the risks and rewards of their ownership and it does not
have any continuing involvement in them.

As of December 31, 2022 and 2021, the relevant information on accounts receivables factored
by the Company, but unsettled, was as follows:

December 31, 2022
Amount
Factoring Advanced Range of
Amount Line Paid Interest Significant
Purchaser Derecognized (thousands) (thousands) Collateral Rate Factoring Terms
ANZ (Note 1 $ 8,293,725 USD 420,000 USD__ 270,000 None 4.81%~ The accounts receivable
and 2) 4.82% factoring is without recourse
but the seller still bears the
risks except for eligible
obligor’s insolvency.
December 31, 2021
Amount
Factoring Advanced Range of
Amount Line Paid Interest Significant
Purchaser Derecognized (thousands) (thousands) Collateral Rate Factoring Terms
ANZ (Note 1 $ - USD 760,000 USD - None 0.40%~ The accounts receivable
and 2) 0.41% factoring is without recourse

but the seller still bears the
risks except for eligible
obligor’s insolvency.
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Note 1: In October 2017, the Company signed a joint accounts receivable factoring agreement with ANZ
Bank and five other banks where each bank will factor on pro-rata basis.

Note 2: Part of the participating banks had withdrawn from the joint accounts receivable factoring
agreement from 2020 to 2022, resulting in the factoring line decreased to USD420,000
thousand.

For the years ended December 31, 2022 and 2021, the Company recognized a fee and interest

on bank advance payment of $39,641 thousand and $629 thousand both being reported as
finance costs from the factoring of accounts receivable. Please refer to Note 6(w).

Other receivables

December 31, December 31,

2022 2021
Other receivables $ 77,252 460,024
Less: Allowance for impairment - -
$ 77,252 460,024

Please refer to Note 6(x) for credit risk.

Inventories

December 31, December 31,

2022 2021

Merchandise $ 45,917,658 34,561,589
Finished goods 572,822 856,993
Work in process 393,242 475,043
Raw materials 2,786,594 4,212,743
Total $_ 49,670,316 40,106,368

The components of cost of goods sold were as follows:

For the years ended December 31

2022 2021
Cost of goods sold $ 1,202,608,240 1,152,286,231
Provision on inventory market price decline 105,124 473,589
Loss on disposal of inventory 335,580 100,843

$_ 1,203,048.944 1,152,860,663

For the year ended December 31, 2022 and 2021, the Company recognized an inventory valuation
loss because of the decreasing value from the carrying amount to the net realized value, and
converted the amount to cost of goods sold.

As of December 31, 2022 and 2021, the aforesaid inventories were not pledged as collateral.
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Investments accounted for using equity method

A summary of the Company's financial information for investments accounted for using the equity
method at the reporting date is as follows:

December 31, December 31,
2022 2021
Subsidiary $ 199,733,135 177,850,696
Credit balance of investments accounted for using equity ~ $ - 9.563

method-subsidiary
(i)  Subsidiaries

Please refer to the consolidated financial statement for the years ended December 31, 2022 and
2021.

(i) For the year ended December 31, 2022, the Company had participated in the capital increase of
PEGAPOWER INVESTMENT, PEGATRON INVESTMENT, PEGATRON VIETNAM
COMPANY LIMITED, PEGATRON TECHNOLOGY TEXAS INC, PEGATRON

ELECTRONICS INC. with the amounts of NTD1,000,000 thousand, NTD1,000,000 thousand,
USD45,000 thousand (approximately NTD1,341,225 thousand), USD4,000 thousand

(approximately NTD116,220 thousand), USD40,000 thousand (approximately NTD1,220,825
thousand), respectively. For the year ended December 31, 2021, the Company had participated
in the capital increase of PEGATRON HOLDING LTD, PEGATRON TECHNOLOGY HAI
PHONG COMPANY LIMITED, PEGATRON VIETNAM COMPANY LIMITED,
PEGATRON TECHNOLGY TEXAS INC, PEGATRON ELECTRONICS INC. and

PEGATRON TECHNOLOGY INDIA PRIVATE LIMITED with the amounts of USD30,000
thousand (approximately NTD855,975 thousand), USD9,000 thousand (approximately
NTD250,704 thousand), USD75,000 thousand (approximately NTD2,103,421 thousand),
USD1,000 thousand (approximately NTD27,812 thousand), USD10,000 thousand
(approximately NTD278,125 thousand), and INR10,450,000 thousand (approximately
NTD4,071,910 thousand), respectively.

(iii)) For the years ended December 31, 2022 and 2021, the Company received the cash dividends of
$0 thousand and $2,690,579 thousand, respectively.

(iv) Pursuant to a resolution made in the Company's Extraordinary General Meeting on September
30, 2020, CASETEK HOLDINGS LIMITED, (CASETEK CAYMAN) completed a triangular
merger with the Company and its wholly owned subsidiary, PEGASUS ACE LIMITED. The
Company acquired all non-controlling interest of CASETEK CAYMAN in accordance with the
merger agreement on January 15, 2021, the date of merger.
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The effects of the changes in the Company’ s interests in CASETEK CAYMAN were as

follows:

January 15, 2021
Carrying amount of non-controlling interest on acquisition $ 12,283,355
Consideration paid to non-controlling interest (14,274,713)
Exchange differences on translation of foreign financial statements 1,832,185
Capital surplus differences between the consideration and the carrying $ (159.173)

amounts the subsidiaries acquired or disposed

(v)  On January 15, 2021, the investee company, CASETEK CAYMAN, reducted its capital to the
original shareholder (one of the Company’ s subsidiaries) and issued new shares to the
Company in accordance with the agreement, resulting in a decrease of the Company’ s
shareholdings in ASUSPOWER INVESTMENT CO., LTD, ASUS INVESTMENT CO., LTD.
and ASUSTEK INVESTMENT CO., Ltd., an increase of the Company’ s shareholding in
CASETEK CAYMAN, wherein the effect of changes in equity have no significant changes to
the equity of parent company.

(vi) As of December 31, 2022 and 2021, the investments in aforesaid equity-accounted investees
were not pledged as collateral.

Property, plant and equipment

The movements in the cost, depreciation, and impairment of the property, plant and equipment of the
Company for the years ended December 31, 2022 and 2021 were as follows :

Construction
in progress
and
Machinery Instrument Other equipment
Land Buildings equipment equipment facilities under test Total
Cost or deemed cost:
Balance at January 1, 2022 $ 5,362,414 4,154,145 447,942 538,832 2,416,411 74,256 12,994,000
Additions - 25,298 3,154 158,706 198,680 104,302 490,140
Disposals and obsolescence - (137,035) (43,981) (202,012) (398,474) - (781,502)
Reclassifications - 93 - (2,020) 51,325 (11,962) 37,436
Balance at December 31, 2022 $ 5,362,414 4,042,501 407,115 493,506 2,267,942 166,596 12,740,074
Balance at January 1, 2021 $ 5,150,822 3,928,464 429,126 448,738 1,788,048 118,016 11,863,214
Additions 211,592 166,155 87,067 160,053 621,586 94,313 1,340,766
Disposals and obsolescence - (11,419) (46,278) (65,998) (212,866) - (336,561)
Reclassifications - 70,945 (21,973) (3,961) 219,643 (138,073) 126,581
Balance at December 31, 2021 $ 5,362,414 4,154,145 447,942 538,832 2,416,411 74,256 12,994,000
Depreciation and impairment loss :

Balance at January 1, 2022 $ - 1,279,751 128,900 278,144 778,074 - 2,464,869
Depreciation for the year - 290,309 71,648 167,802 622,276 - 1,152,035
Disposals and obsolescence - (137,035) (30,717) (186,681) (338,763) - (693,196)
Reclassifications - - - - (528) - (528)
Balance at December 31, 2022 $ - 1,433,025 169,831 259,265 1,061,059 - 2,923,180
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Construction
in progress
and
Machinery Instrument Other equipment
Land Buildings equipment equipment facilities under test Total
S - 1,021,753 77,203 178,337 403,381 1,680,674
270,189 72,145 164,291 584,163 1,090,788
(11,419) (20,448) (64,484) (209,785) (306,136)
(772) 315 (457)
$ 1,279,751 128,900 278,144 778,074 2,464,869
$_ 5,362,414 2,609,476 237,284 234,241 1,206,883 166,596 9,816,894
$_5,150,822 2,906,711 351,923 270,401 1,384,667 118,016 10,182,540
$ 5,362,414 2,874,394 319,042 260,688 1,638,337 74,256 10,529,131

(i) Please refer to Note 6(w) for gain or loss on disposal of property, plant and equipment.

(i1)) As of December 31, 2022 and 2021, the property, plant and equipment were not pledged as

collateral.

Right-of-use assets

The movements in the cost and depreciation of the leased land and buildings were as follows:

Cost:

Balance at January 1, 2022

Additions

Reductions

Balance at December 31, 2022

Balance at January 1, 2021

Additions

Reductions

Balance at December 31, 2021

Accumulated depreciation:

Balance at January 1, 2022

Depreciation for the year

Reductions

Balance at December 31, 2022

Balance at January 1, 2021

Depreciation for the year

Reductions

Balance at December 31, 2021
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Land Buildings Total
$ 60,692 503,321 564,013
16,804 145,567 162,371
(26,184) (8,358) (34,542)
$ 51,312 640,530 691,842
$ 61,790 155,855 217,645
2,354 349,256 351,610
(3.452) (1,790) (5,242)
$ 60,692 503,321 564,013
$ 28,671 106,534 135,205
14,018 107,266 121,284
(26,184) (8,358) (34,542)
$ 16,505 205,442 221,947
$ 17,795 32,875 50,670
13,917 75,448 89,365
(3.041) (1,789) (4,830)
$ 28,671 106,534 135,205
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Carrying value:

Balance at December 31, 2022

Balance at January 1, 2021

Balance at December 31, 2021

Intangible assets

Land Buildings Total
$ 34.807 435,088 469,895
$ 43,995 122,980 166,975
$ 32,021 396,787 428,808

The intangible assets of the Company consisted of computer software and golf certificate. The
movements in the costs, amortization, and impairment loss of the Company were as follows:

Costs:
Balance at January 1, 2022
Additions
Disposals
Reclassifications
Balance at December 31, 2022
Balance at January 1, 2021
Additions
Disposals
Reclassifications
Balance at December 31, 2021

Amortization and Impairment Loss:

Balance at January 1, 2022

Amortization for the year

Disposals

Reclassifications

Balance at December 31, 2022

Balance at January 1, 2021

Amortization for the year

Disposals

Reclassifications

Balance at December 31, 2021
Carrying value:

Balance at December 31, 2022

Balance at January 1, 2021

Balance at December 31, 2021

$
$
$

185,081
59,493
(27,405)

(9,000)

208,169

229,960
101,036
(145,677)

(238)

185,081

66,559
52,496
(27,405)

1,414

93,064

137,551
74,454

(145,460)
14

66,559

115,105

92,409

118,522

(i) The amortization of intangible assets and impairment losses are respectively included in the
statement of comprehensive income. Please refer to Note 12 for details.

(i1)) As of December 31, 2022 and 2021, the intangible assets were not pledged as collateral.
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Other financial assets and other assets
Other financial assets and other assets were as follows:
December 31, December 31,
2022 2021
Other financial assets-current $ 117,121 22,414,111
Other financial assets-non-current 37,373 29,275
Other current assets 256,694 473,003
$ 411,188 22,916,389

(i)  Other financial assets are assets that do not qualify as cash equivalents which consist of time

deposits, restricted time deposits, repurchase bonds and guarantee deposits. Please refer to Note

8 for the related information on security guarantees.
(i1) Other current assets consisted of prepayments, temporary payments, right to returned goods and

others.
Short-term loans

December 31, December 31,
2022 2021
Unsecured bank loans $ 51,484,097 48,168,420
Rang of interest rate 0.38%~5.09% _0.32%~4.54%
The Company’s assets were not pledged as collateral for the Company’s credit loan facility.
Long-term loans
The details were as follows:
December 31, 2022
Currency Interest rate Expiration Amount
Unsecured bank loans NTD 0.35%~1.175% 2023~2027 $ 4,923,397
Less : Current portion (1,467,983)
Total $ 3,455,414
December 31, 2021
Currency Interest rate Expiration Amount

Unsecured bank loans NTD 0.35%~0.80% 2022~2025 $ 3,159,260
Less : Current portion (336,111)
Total $ 2,823,149

Government low-interest loans

For the year ended December 31, 2020, the Company obtained government low-interest loans. The
loans were measured at its fair value by applying the market interest rate. The deferred differences
between the amounts paid and the fair value were classified as other current liabilities and other non-
current liabilities, respectively.
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(n) Bonds payable

The Company’s unsecured ordinary corporate bonds were as follows:

December 31, December 31,
2022 2021
Ordinary corporate bonds issued $ 34,900,000 36,900,000
Unamortized discount on bonds payable (23.,008) (30.,405)
Bonds payable, end of the year 34,876,992 36,869,595
Less: current portion (4,500,000) (2,000,000)
$ 30,376,992 34,869,595

For the years ended December 31
2022 2021
Interest expense $ 278,960 241,708

On May 9, 2017, the Company’s Board of Directors approved to issue unsecured ordinary corporate
bonds amounting to no more than $15,000,000 thousand, which were approved and declared
effective by the Taipei Exchange (TPEx) on July 4, 2017 and December 29, 2017, respectively. The
offering information and main rights and obligations were as follows :

Item 15 unsecured ordinary corporate bonds issued in 2017
1.Issuing amount  The Bonds are issued at $7,000,000 thousand, which comprise Tranche A,
Tranche B and Tranche C. The issuing amounts of Tranche A, Tranche B and
Tranche C are $3,000,000 thousand, $2,000,000 thousand and $2,000,000
thousand, respectively.

2.Par value Each unit is valued at $1,000 thousand.

3.0ffering price The Bonds are issued by par value at the issuance date.

4 .Issuance period  Each of Tranche A, Tranche B and Tranche C has 3-year term, 5-year term and
7-year term, respectively. The issuance period of Tranche A commences from
July 13, 2017 and matures on July 13, 2020. The issuance period of Tranche B
commences from July 13, 2017 and matures on July 13, 2022. The issuance
period of Tranche C commences from July 13, 2017 and matures on July 13,

2024.

5.Coupon rate Tranche A, B and C bear annual coupon rates of 0.91%, 1.06% and 1.20%,
respectively.

6.Repayment Tranche A, Tranche B and Tranche C are repayable on maturity.

7.Interest payment Interests are payable annually at coupon rate from the issuance date. The
payment of each bond is rounded to the nearest dollar. If the repayment date and
interest payment date are bank closing days, principal and interest shall be paid
without extra interest on the next business day. If bondholders receive principal
and interest past due the repayment date and interest payment date, there will no
calculation of extra interest.

8.Guarantee The Bonds are unsecured ordinary corporate bonds.
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2" unsecured ordinary corporate bonds issued in 2017

1.Issuing amount

2.Par value
3.Offering price

4.Issuance period

5.Coupon rate

6.Repayment

7.Interest payment

8.Guarantee

The Bonds are issued at $8,000,000 thousand, which comprise Tranche A,
Tranche B and Tranche C. The issuing amounts of Tranche A, Tranche B and
Tranche C are $1,000,000 thousand, $4,500,000 thousand and $2,500,000
thousand, respectively.

Each unit is valued at $1,000.
The Bonds are issued by par value at the issuance date.

Each of Tranche A, Tranche B and Tranche C has 3-year term, 5-year term and
7-year term, respectively. The issuance period of Tranche A commences from
January 10, 2018 and matures on January 10, 2021. The issuance period of
Tranche B commences from January 10, 2018 and matures on January 10, 2023.
The issuance period of Tranche C commences from January 10, 2018 and
matures on January 10, 2025.

Tranche A, B and C bear annual coupon rates of 0.78%, 0.92% and 1.08%,
respectively.

Tranche A, Tranche B and Tranche C are repayable on maturity.

Interests are payable annually at coupon rate from the issuance date. The
payment of each bond is rounded to the nearest dollar. If the repayment date and
interest payment date are bank closing days, principal and interest shall be paid
without extra interest on the next business day. If bondholders receive principal
and interest past due the repayment date and interest payment date, there will no
calculation of extra interest.

The Bonds are unsecured ordinary corporate bonds.

On March 14, 2019, the Company’ s Board of Directors approved to issue unsecured ordinary
corporate bonds, which were approved and declared effective by the Taipei Exchange (TPEx) on
June 3, 2019, the offering information and main rights and obligations were as follows :

Item

15t unsecured ordinary corporate bonds issued in 2019

1.Issuing amount

2.Par value
3.Offering price

4.Issuance period

The Bonds are issued at $8,500,000 thousand, which comprise Tranche A, and
Tranche B. The issuing amounts of Tranche A and Tranche B are $6,000,000
thousand and $2,500,000 thousand, respectively.

Each unit is valued at $1,000 thousand.
The Bonds are issued by par value at the issuance date.

Each of Tranche A and Tranche B has 5-year term and 7-year term,
respectively. The issuance period of Tranche A commences from June 13, 2019
and matures on June 13, 2024. The issuance period of Tranche B commences
from June 13, 2019 and matures on June 13, 2026.
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1%t unsecured ordinary corporate bonds issued in 2019

5.Coupon rate
6.Repayment

7.Interest payment

8.Guarantee

Tranche A, and B bear annual coupon rates of 0.85% and 0.95%, respectively.
Tranche A, and Tranche B are repayable on maturity.

Interests are payable annually at coupon rate from the issuance date. The
payment of each bond is rounded to the nearest dollar. If the repayment date and
interest payment date are bank closing days, principal and interest shall be paid
without extra interest on the next business day. If bondholders receive principal
and interest past due the repayment date and interest payment date, there will no
calculation of extra interest.

The Bonds are unsecured ordinary corporate bonds.

On March 26, 2020, the Company’ s Board of Directors approved to issue unsecured ordinary
corporate bonds with the total maximum amount of $10,000,000 thousand, which have been
approved and declared effective by the Taipei Exchange (TPEx) on October 12, 2020 and December
29, 2020, respectively. The offering Information and main rights and obligations were as follows :

Item

15t unsecured ordinary corporate bonds issued in 2020

1.Issuing amount
2.Par value
3.Offering price

4.Issuance period

5.Coupon rate
6.Repayment

7.Interest payment

8.Guarantee

Item

The Bonds are issued at $5,000,000 thousand.
Each unit is valued at $1,000 thousand.
The Bonds are issued by par value at the issuance date.

The Bonds have 5-year term. The issuance period of the Bonds commences
from October 21, 2020 and matures on October 21, 2025.

The Bonds bear annual coupon rates of 0.65%.
The Bonds are repayable on maturity.

Interests are payable annually at coupon rate from the issuance date. The
payment of each bond is rounded to the nearest dollar. If the repayment date and
interest payment date are bank closing days, principal and interest shall be paid
without extra interest on the next business day. If bondholders receive principal
and interest past due the repayment date and interest payment date, there will no
calculation of extra interest.

The Bonds are unsecured ordinary corporate bonds.

2"d unsecured ordinary corporate bonds issued in 2020

1.Issuing amount

2.Par value

3.Offering price

The Bonds are issued at $3,500,000 thousand, which comprise Tranche A, and
Tranche B. The issuing amounts of Tranche A, and Tranche B are $2,200,000
thousand and $1,300,000 thousand, respectively.

Each unit is valued at $1,000 thousand.

The Bonds are issued by par value at the issuance date.
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2" unsecured ordinary corporate bonds issued in 2020

4.Issuance period

5.Coupon rate
6.Repayment

7.Interest payment

8.Guarantee

Each of Tranche A and Tranche B has 5-year term and 7-year term,
respectively. The issuance period of Tranche A commences from January 8§,
2021 and matures on January 8, 2026. The issuance period of Tranche B
commences from January 8, 2021 and matures on January 8, 2028.

Tranche A, and B bear annual coupon rates of 0.43% and 0.58%, respectively.
Tranche A, and Tranche B are repayable on maturity.

Interests are payable annually at coupon rate from the issuance date. The
payment of each bond is rounded to the nearest dollar. If the repayment date and
interest payment date are bank closing days, principal and interest shall be paid
without extra interest on the next business day. If bondholders receive principal
and interest past due the repayment date and interest payment date, there will no
calculation of extra interest.

The Bonds are unsecured ordinary corporate bonds.

On September 16, 2021, the Company’ s Board of Directors approved to issue unsecured ordinary
corporate bonds with the total maximum amount of $20,000,000 thousand, which have been
approved and declared effective by the Taipei Exchange (TPEx) on November 23, 2021.

The offering Information and main rights and obligations was as follows:

Item

15t unsecured ordinary corporate bonds issued in 2021

1.Issuing amount

2.Par value
3.Offering price

4.Issuance period

5.Coupon rate
6.Repayment

7.Interest payment

8.Guarantee

The Bonds are issued at $8,900,000 thousand, which comprise Tranche A, and
Tranche B. The issuing amounts of Tranche A, and Tranche B are $7,500,000
thousand and $1,400,000 thousand, respectively.

Each unit is valued at $1,000 thousand.
The Bonds are issued by par value at the issuance date.

Each of Tranche A and Tranche B has 5-year term and 7-year term, respectively.
The issuance period of Tranche A commences from December 2, 2021 and
matures on December 2, 2026. The issuance period of Tranche B commences
from December 2, 2021 and matures on December 2, 2028.

Tranche A, and B bear annual coupon rates of 0.56% and 0.65%, respectively.
Tranche A, and Tranche B are repayable on maturity.

Interests are payable annually at coupon rate from the issuance date. The
payment of each bond is rounded to the nearest dollar. If the repayment date and
interest payment date are bank closing days, principal and interest shall be paid
without extra interest on the next business day. If bondholders receive principal
and interest past due the repayment date and interest payment date, there will no
calculation of extra interest.

The Bonds are unsecured ordinary corporate bonds.
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Lease liabilities

The Company’s lease liabilities were as follows:

December 31, December 31,
2022 2021
Current $ 134,186 103,027
Non-current $ 339,569 328,299

For the maturity analysis, please refer to Note 6(x).

The amounts recognized in profit or loss were as follows:

For the years ended December 31
2022 2021
Interest on lease liabilities $ 4,738 4,011

Expenses relating to short-term leases $ 3,167 3.495

The amounts recognized in the statement of cash flows for the Company was as follows:

For the years ended December 31
2022 2021
Total cash outflow for leases $ 127,847 95,413

The Company leases land and buildings. Some leases include an option to renew the lease for an
additional period of the same duration after the end of the contract term. According to the lease
contracts, some leases shall not be rent, sub-leased or by any other means totally or partially
transferred to third parties, unless obtain the lessor’s approval. Some leases do not contain renewal
option, and no restrictions were disposed in the contracts. Some leases provide for additional rent
payments that are based on changes in the facts or circumstances after the lease commencement date.

The Company leases partial offices and parking lots that are shortterm leases. The Company has
chosen to apply the exemption and not to recognize right-of-use assets and lease liabilities for these
leases.

Employee benefits
(i) Defined benefit plans
The Company’s defined benefit obligations and fair value of plan assets were as follows:

December 31, December 31,

2022 2021
Present value of defined benefit obligations $ 43,480 41,235
Fair value of plan assets (15,160) (13.,486)
Net defined benefit liabilities $ 28,320 27,749
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The Company’s employee benefit liabilities were as follows:

December 31, December 31,
2022 2021
Short-term employee benefits liabilities $ 262,846 229,356
Cash-settled share-based payment liabilities 207,035 158,988
Total employee benefit liabilities $ 469,881 388,344

The Company makes defined benefit plans contributions to the pension fund account with Bank
of Taiwan that provide pension benefits for employees upon retirement. Plans (covered by the
Labor Standards Law) entitle a retired employee to receive retirement benefits based on years
of service and average monthly salary for six months prior to retirement.

1)

2)

Composition of plan assets

The Company sets aside pension funds in accordance with the Regulations for Revenues,
Expenditures, Safeguard and Utilization of the Labor Retirement Fund and such funds are
managed by the Bureau of Labor Funds, Ministry of Labor. Under these regulations, the
minimum earnings from these pension funds shall not be less than the earnings from two-
year time deposits with the interest rates offered by local banks.

As of December 31, 2022, the Company’ s contributions to the pension funds which

amounted to $15,160 thousand were deposited with Bank of Taiwan. For information on
the utilization of the labor pension fund assets including the asset allocation and yield of
the fund, please refer to the website of the Bureau of Labor Funds, Ministry of Labor.

Movements in present value of the defined benefit obligations

The movements in the present value of the defined benefit obligations for the years ended
December 31, 2022 and 2021 were as follows:

For the years ended December 31

2022 2021
Defined benefit obligation, January 1 $ 41,235 46,071
Current service costs and interest 2,317 3,002
Re-measurement of the net defined benefit liability
— Actuarial loss arising from changes in 3,273 (486)
demographic assumptions
— Actuarial gain arising from changes in (5,682) (3,517)
financial assumptions
— Experience adjustments 2,337 (3.835)
Defined benefit obligation, December 31 $ 43,480 41,235
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Movements in the fair value of plan assets

The movements in the fair value of the defined benefit plan assets for the years ended
December 31, 2022 and 2021 were as follows:

For the years ended December 31

2022 2021
Fair value of plan assets, January 1 $ 13,486 12,742
Interests revenue 109 55
Re-measurement of the net defined benefit liability
— Experience adjustment 981 172
Contributions made 584 517
Fair value of plan assets, December 31 $ 15,160 13,486

Expenses recognized in profit or loss

The Company’ s pension expenses recognized in profit or loss for the years ended
December 31, 2022 and 2021 were as follows:

For the years ended December 31

2022 2021
Current service cost $ 1,983 2,804
Net interest on net defined benefit liability 225 143
$ 2,208 2,947
Operating expense $ 2,208 2,947

Re-measurement of net defined benefit liability recognized in other comprehensive
income

The Company’s net defined benefit liability recognized in other comprehensive income
for the years ended December 31, 2022 and 2021 were as follows:

For the years ended December 31

2022 2021
Cumulative amount, January 1 $ 12,470 4,460
Recognized during the year 1,053 8,010
Cumulative amount, December 31 $ 13,523 12,470
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6)  Actuarial assumptions

The principal actuarial assumptions at the reporting date were as follows:

December 31, December 31,
2022 2021
Discount rate 1.44 % 0.81 %
Future salary increase rate 3.00 % 3.00 %

The expected allocation payment to be made by the Company to the defined
benefit plans for the one-year period after the reporting date is $583 thousand.

The weighted average lifetime of the defined benefit plans is 21 years.
7)  Sensitivity Analysis

As of December 31, 2022 and 2021, the changes in the principal actuarial assumptions
will impact on the present value of defined benefit obligation as follows:

Impact on the present value of
defined benefit obligation

Increase by Decrease by
0.50% 0.509%

December 31, 2022

Discount rate (4,254) 4,806
Future salary increase rate 4,704 (4,212)
December 31, 2021

Discount rate (4,073) 4,592
Future salary increase rate 4,465 (4,010)

The sensitivity analysis assumed all other variables remain constant during the
measurement. This may not be representative of the actual change in defined benefit
obligation as some of the variables may be correlated in the actual situation. The model
used in the sensitivity analysis is the same as the defined benefit obligation liability.

The analysis is performed on the same basis for prior year.
(ii)) Defined contribution plans

The Company allocates 6% of each employee’s monthly wages to the labor pension personal
account at the Bureau of Labor Insurance in accordance with the provisions of the Labor
Pension Act. Under this defined contribution plan, the Company allocates a fixed amount to
the Bureau of Labor Insurance without additional legal or constructive obligations.

The cost of the pension contributions to the Labor Insurance Bureau for the years ended

December 31, 2022 and 2021 amounted to $368,924 thousand and $334,180 thousand,
respectively.

(Continued)

351



PEGATRON CORPORATION
Notes to the Financial Statements

(@) Income Tax

(i)  The components of income tax expense for the years ended December 31, 2022 and 2021 were
as follows:

For the years ended December 31

2022 2021

Current income tax expense

Current period incurred $ 2,535,643 872,162

Prior years income tax adjustment (29,276) 68,280

5% surtax on undistributed earnings 11,433 71,813
Deferred tax expense

The origination and reversal of temporary differences 297,700 (494,204)
Income tax expense $ 2,815,500 518,051

(i1) Reconciliation of income tax and profit before tax for the years ended December 31, 2022 and
2021 were as follows:

For the years ended December 31

2022 2021

Profit before income tax $ 17,911,680 21,063,694
Income tax on pre-tax financial income calculated at the 3,582,336 4,212,739

domestic rates applicable to profits in the country

concerned
Permanent differences (938,394) (1,329,254)
Changes in unrecognized temporary differences 189,401 (2,505,527)
Prior years income tax adjustment (29,276) 68,280
5% surtax on undistributed earnings 11,433 71,813
Income tax expense S 2,815,500 518,051

(ii1) Deferred tax assets and liabilities
1)  Unrecognized deferred tax liabilities

As of December 31, 2022 and 2021, the temporary differences associated with
investments in subsidiaries were not recognized as deferred income tax liabilities as the
Company has the ability to control the reversal of these temporary differences which are
not expected to reverse in the foreseeable future. The related amounts were as follows:

December 31, December 31,
2022 2021
The aggregate temporary differences associated
with investments in subsidiaries $ 79,413,429 80,360,437
Unrecognized deferred tax liabilities $ 15,882,686 16,072,087
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Recognized deferred tax assets and liabilities

The movements in deferred tax assets and liabilities for the years ended December 31,

2022 and 2021 were as follows:

Unrealized Gain on
exchange foreign
gains or loss investments Others Total

Deferred tax liabilities:
Balance at January 1,2022  $ - - - -
Recognized in loss (profit) - 290,000 - 290,000
Balance at December 31, 2022 $ - 290,000 - 290,000
Balance at January 1, 2021 $ 120,378 - 593 120,971
Recognized in loss (profit) (120,378) - (593) (120,971)
Balance at December 31, 2021 $ - - - -

Gain or loss

on valuation

of inventory Others Total
Deferred tax assets:
Balance at January 1, 2022 $ 224,531 643,663 868,194
Recognized in profit (loss) 21,025 (28.725) (7,700)
Balance at December 31, 2022 $ 245,556 614,938 860,494
Balance at January 1, 2021 $ 129,813 365,148 494961
Recognized in profit (loss) 94,718 278,515 373,233
Balance at December 31, 2021 S 224,531 643,663 868,194

(iv) Status of approval of income tax

The Company’s income tax returns through 2020 have been assessed and approved by the Tax
Authority (the year 2018 has not been approved).

(r)  Capital and other equity

(1)  Ordinary shares

Reconciliation of shares outstanding for 2022 and 2021 was as follows:

Ordinary Shares

(In thousands of shares) 2022 2021
Beginning balance at January 1 2,669,132 2,662,874
Issuance of restricted shares of stock - 7,574
Retirement of restricted shares of stock (1,498) (1,316)
Ending balance at December 31 2,667,634 2,669,132
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For the year ended December 31, 2021, the Company issued 7,574 thousand new shares of
restricted stock awards to the employees at par value of $10, amounting to $75,740 thousand.
The registration procedures had been completed, and all share proceeds from outstanding
capital have been collected. For the related information, please refer to Note 6(s).

For the years ended December 31, 2022 and 2021, the Company had retired 1,498 thousand
and 1,316 thousand shares, respectively, of restricted stock to employees. The authorized
capital of the Company consisted of both 3,000,000 thousand shares, with par value of $10 per
share, and its outstanding capital were consisted of 2,667,634 thousand and 2,669,132
thousand common shares of stock, as of December 31, 2022 and 2021, respectively. All share
proceeds from outstanding capital have been collected.

As of December 31, 2022 and 2021, the restricted Company shares of stock issued to
employees have expired, of which 710 thousand and 256 thousand shares, respectively, have
not been retired.

Global depositary receipts

ASUSTEK GDRs holders who surrendered their ASUSTEK GDRs on or after the Effective
Date of Spin-off and Merger in Taiwan will receive new ASUSTEK GDRs and the Company’s
entitlement. The Company’ s entitlement represents the rights to receive 60,819,026 of the
Company’s common shares in Taiwan.

The Company may issue new GDRs with no more than 60,819,020 of the Company’s common
shares and deliver them to ASUSTEK GDR holders pursuant to the “Guidelines for Offering
and Issuing by Issuer of Overseas Securities”. As of December 31, 2022 and 2021, the
Company has listed, in total, 225 thousand and 253 thousand units of GDRs, respectively, on
the Euro MTF market of the Luxembourg Stock Exchange. As each unit of these GDRs
represents 5 common shares of the Company, the Company has listed Company shares totaling
1,126 thousand and 1,267 thousand shares of stock, respectively. Major terms and conditions
for GDRs were as follows:

1)  Voting Rights

Holders of GDRs may exercise voting rights with respect to the common shares in the
manner set out in “Terms and Conditions of the Global Depositary Shares — Voting
Rights,” as such provisions may be amended from time to time to comply with applicable
ROC law.

2)  Dividend Distributions, Pre-emptive Rights, and Other Rights

Holders of GDRs have same rights on dividend distribution and share distribution as the
Company’s existing common shareholders.
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(iii) Capital surplus

(iv)

The components of the capital surplus were as follows:

December 31, December 31,

2022 2021
From issuance of share capital $ 67,629,957 66,983,778
From conversion of convertible bonds 11,073,663 11,073,663
From treasury stock transactions 47,865 47,865
Difference between consideration and carrying amount of 2,273,401 2,273,401
subsidiaries acquired or disposed
Changes in equity of associates accounted for using the 170,826 20,862
equity method
Changes in ownership interest in subsidiaries 1,353,306 1,441,117
Employee stock options 6,094 1,304
Restricted stock to employees 386,975 1,069,401
Other 409,917 409,917
$_ 83,352,004 83,321,308

According to the R.O.C. Company Act, realized capital reserves can only be capitalized or
distributed as cash dividends after offsetting a dificit. The aforementioned realized capital
surplus includes share premiums and donation gains. According to the Regulations Governing
the Offering and Issuance of Securities by Securities Issuers, the amount of capital reserves that
can be capitalized shall not exceed 10% of the total common stock outstanding.

Retained earnings

The Company’s Articles of Incorporation require that after tax earnings shall first be offset
against any deficit, and 10% of the balance shall be set aside as legal reserve. The appropriation
for legal reserve is discontinued when the balance of the legal reserve equals the total
authorized capital. Aside from the aforesaid legal reserve, the Company may, under its Articles
of Incorporation or as required by the government, appropriate for special reserve. The
remaining balance of the earnings, if any, may be appropriated according to a resolution of a
shareholder's meeting.

According to the R.O.C. Company Act, the Company should distribute dividends and bonus, or
all or part of the legul reserve and capital surplus, stipulated by the Company Act, as cash
dividends based on the resolution of the Board of Directors with two-thirds directors present
and approved by one-half of the present directors.

In order to bring about stability in the payment of dividends, the Company distributes
dividends depending on the level of earnings of each year. The Company is facing a rapidly
changing industrial environment. In consideration of the Company’s long term operating plan
and funding needs, the Company adopts a stable dividends policy. Therefore, dividend
distributions should not be less than 10% of distributable earnings. The Company distributes
dividends of at least 10% of the aggregate dividends, if the distributions include cash
dividends.
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Legal reserve

When a company incurs profit, the meeting of shareholders shall decide on the
distribution of the statutory earnings reserve either by issuing new shares or by paying
cash, of up to 25% of the actual share capital.

Special reserve

In accordance with the rules issued by the FSC, a portion of current-period earnings and
undistributed prior-period earnings shall be reclassified as special earnings reserve during
earnings distribution. The amount to be reclassified should equal the current-period total
net reduction of other shareholders’ equity. Similarly, a portion of undistributed prior-
period earnings shall be reclassified as special earnings reserve (and does not qualify for
earnings distribution) to account for cumulative changes to other shareholders’ equity
pertaining to prior periods. Amounts of subsequent reversals pertaining to the net
reduction of other shareholders’ equity shall qualify for additional distributions.

Earnings Distribution

On June 15, 2022, and August 4, 2021, the Company’s shareholders’ meeting resolved to
appropriate the 2021 and 2020 earnings, respectively. These earnings were appropriated
or distributed as follows:

For the years ended December 31

2021 2020
Common stock dividends per share (dollars)
—Cash $ 5.00 4.50
(v)  Other equity interest (net of tax)
Unrealized
gains (losses)
from financial
Exchange assets Deferred
differences on measured at compensation
translation of fair value arising from
foreign through other issuance of
financial comprehensive restricted
statements income stock Total

Balance at January 1, 2022 $  (21,363,627) 444,778 (712,701) (21,631,550)
Exchange differences on subsidiaries accounted for using equity 13,759,997 - - 13,759,997

method
Unrealized losses from financial assets measured at fair value through

other comprehensive income - (342,950) - (342,950)
Unrealized losses on subsidiaries accounted for using equity method

from financial assets measured at fair value through other

comprehensive income - (21,858) - (21,858)
Deferred compensation cost arising from issuance of restricted stock - - 643,824 643,824
Balance at December 31, 2022 $ (7,603,630) 79,970 (68,877) _ (7,592,537)

(Continued)

356



(s)

PEGATRON CORPORATION
Notes to the Financial Statements

Unrealized
gains (losses)
from financial

Exchange assets Deferred
differences on measured at compensation
translation of fair value arising from
foreign through other issuance of
financial comprehensive restricted
statements income stock Total

Balance at January 1, 2021 $  (15,808,892) (57,309) (1,146,659) (17,012,860)
Exchange differences on subsidiaries accounted for using equity

method (3,722,550) - - (3,722,550)
Difference between consideration and carrying amount of subsidiaries

acquired or disposed (1,832,185) - - (1,832,185)
Unrealized gains from financial assets measured at fair value through

other comprehensive income - 518,567 - 518,567
Disposal of investments in equity instruments designated at fair value

through other comprehensive income - (20,319) - (20,319)
Unrealized gains on subsidiaries accounted for using equity method

from financial assets measured at fair value through other

comprehensive income - 3,839 - 3,839
Deferred compensation cost arising from issuance of restricted stock - - 433,958 433,958
Balance at December 31, 2021 $_ (21,363,627) 444,778 (712,701) (21,631,550)

Share-based payment

Information on share-based payment transactions as of December 31, 2022 and 2021 were as
follows:

Equity-settled
share-based

payment
Restricted stock to
employee
Issued in 2020
Thousand units granted 60,000
Contractual life 4 years
Vesting period Note A
Actual turnover rate of employees 6.27% and 3.48%
Estimated future turnover rate for each or the three years of employees 5.84%-~19.02%,

Note A : Employees are entitled to receive 25%, 25%, 25%, and 25% of the restricted stock in the first,
second, third and fourth year, respectively, of their service.
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On June 19, 2020, the shareholders approved a resolution passed during their meeting to award

60,000 thousand new restricted shares of stock to those full-time employees who meet certain
requirement of the Company. The restricted stock has been declared effective by the Securities and
Futures Bureau of the Financial Supervisory Commission, R.O.C. On September 22, 2020, the Board
of Directors approved to issue 53,103 thousand shares of restricted shares of stock with fair value of

NT$63.2 each at grant date. The record date for the capital increase through issuance of restricted
shares of stock was December 8, 2020. The actual issuance number for the capital increase was
52,411 thousand shares. On January 4, 2021, the registration procedures were completed. On May
11, 2021, Board of Directors of the Company approved to issue secondary new restricted shares of

stock totaling 7,589 thousand shares with fair value of $69.3 each at grant date. The record date for
the capital increase through issuance of restricted shares of stock was June 11, 2021. The actual
issuance number for the capital increase was 7,574 thousand shares. On July 12, 2021, the
registration procedures were completed.

Employees with restricted stock awards are entitled to purchase the Company’s shares at the price of
NTS$10 per share provided that these employees continue to work for the Company for the following
three years. 25%, 25%, 25% and 25% of the restricted shares of stock is vested in year 1, 2, 3 and 4,
respectively. The restricted stock is kept by a trust, which is appointed by the Company, before it is
vested. These shares of stock shall not be sold, pledged, transferred, gifted or by any other means of
disposal to third parties during the custody period. These shares of stock are entitled to the right as
the holders of common shares once issued, except for those shares kept by a trust or shares that do
not meet the vesting condition. If the shares remain unvested after the vesting period, the Company
will repurchase all the unvested shares at the issue price and cancel the shares thereafter.

(i) Determining the fair value of equity instruments granted

The Company adopted the Black-Scholes model to calculate the fair value of the stock option
at grant date, and the assumptions adopted in this valuation model were as follows:

Equity-settled share-based payment
Restricted stock to employee

Issued in 2020-2 Issued in 2020-1

Fair value at grant date 05/11/2021 09/22/2020
Stock price at grant date $ 69.30 63.20
Exercise price 10.00 10.00
Expected life of the option 4 years 4 years
Current market price 69.30 63.20
Expected volatility 25.25%~28.65%  27.76%~31.92%
Expected dividend yield -% -%
Risk-free interest rate (Note A) (Note B)

Note A : The risk-free interest rate is 0.1006% for the 1st year, 0.1486% for the 2nd year, 0.1865% for
the 3rd year and 0.2244% for the 4th year.

Note B : The risk-free interest rate is 0.1202% for the 1st year, 0.1690% for the 2nd year, 0.2123% for
the 3rd year and 0.2556% for the 4th year.
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Restricted stock to employee

For the years ended December 31, 2022 and 2021, 1,952 thousand and 1,572 thousand shares
of the restricted shares of stock issued to employees have expired, which were converted to

capital surplus of $19,524 thousand and $15,663 thousand, respectively. As of December 31,
2022 and 2021, the Company has deferred compensation cost arising from issuance of

restricted stock of $68,877 thousand and $712,701 thousand, respectively.

For the years ended December 31, 2022 and 2021, the Company recognized and reversed salary

cost of $56,007 thousand and $73,837 thousand from the distribution of cash dividends to
estimated non-vesting restricted shares of stock distributed to employees from prior period
earnings. Such salary cost was credited to retained earnings.

Expenses recognized in profit or loss

The Company incurred expenses of share-based arrangements for the years ended December
31, 2022 and 2021 as follows:

For the years ended December 31
2022 2021

Expenses resulting from the issuance of restricted
stock to employees $ 614,728 972,947

Earnings per share

The basic earnings per share and diluted earnings per shares were calculated as follows :

For the years ended December 31

2022 2021
Basic earnings per share
Profit attributable to ordinary shareholders $ 15,096,180 20,545,643
Weighted-average number of ordinary shares 2,667,906 2,666,276
$ 5.66 7.71
Diluted earnings per share
Profit attributable to ordinary shareholders (diluted) $ 15,096,180 20,545,643
Weighted-average number of ordinary shares 2,667,906 2,666,276
Effect of potentially dilutive ordinary shares
Employee stock bonus 25,900 28,292
Weighted-average number of ordinary shares (diluted) 2.,693.806 2,694,568
$ 5.60 7.62
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(u) Revenue from contracts with customers

™)

(i) Disaggregation of revenue

For the years ended December 31

2022 2021
Primary geographical markets
Europe $ 574,123,320 556,127,747
U.S.A. 469,053,074 441,393,100
Taiwan 91,600,593 97,955,563
China 24,372,502 20,258,323
Japan 12,968,428 12,198,488
Other countries 60,268,151 40,199,881

$_ 1,232,386,068 1,168,133,102

(i1)) Contract balances

December 31, December 31, January 1,

2022 2021 2021
Accounts receivable $ 165,927,738 231,805,932 184,233,225
Less: Allowance for impairment 76,419 17,399 33,535
Total $ 165,851,319 231,788,533 184,199,690
Contract liabilities $ 725,074 733,952 724,708

Please refer to Note 6(d) for the details on accounts receivable and allowance for impairment.

The major change in the balance of contract liabilities is the difference between the time frame
in the performance obligation to be satisfied and the payment to be received. There were no
other significant changes for the year ended December 31, 2022 and 2021.

Remunerations to employees and directors

In accordance with the articles of incorporation the Company should contribute no less than 7% of
the profit as employee compensation and less than 0.7% as directors' remuneration when there is
profit for the year. However, if the Company has accumulated deficits, the profit should be reserved
to offset the deficit. The recipients of shares and cash may include the employees of the Company's
affiliated companies who meet certain conditions.

For the years ended December 31, 2022 and 2021, the Company estimated its employee
remuneration amounting to $1,365,000 thousand and $1,605,000 thousand, and directors'
remuneration amounting to $135,000 thousand and $159,000 thousand, respectively. The estimated
amounts mentioned above are calculated based on the net profit before tax, excluding the
remuneration to employees and directors of each period, multiplied by the percentage of
remuneration to employees and directors as specified in the Company's articles. Such amounts were
recognized as operating costs or operating expenses during 2022 and 2021. Management is expecting
that the differences, if any, between the actual distributed amounts and estimated amounts will be
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treated as changes in accounting estimates and charged to profit or loss. The numbers of shares to be
distributed for 2022 and 2021 were calculated based on the closing price of the Company's ordinary
shares , one day before the date of the meeting of Board of Directors. Related information would be
available at the Market Observation Post System website. There was no difference between the
amounts approves in Board of Directors meeting and recognized for the year ended December 31,
2022 and 2021.

Non-operating income and expenses

(1)

(ii)

(iii)

Interest income

The details of interest income were as follows:

Interest income from bank deposits

Other income

The components of other income were as follows:

Rental income
Technical service
Subsidy income
Dividend income

Other income

Other gains and losses

The details of other gains and losses were as follows:

Gains on disposals of property, plant and equipment
Foreign exchange (losses) gains
Gains on lease modifications

Net (losses) gains profits on financial assets measured at

fair value through profit or loss
Provisions and others

361

For the years ended December 31

2022

2021

$ 304,242

120,434

For the years ended December 31

2022 2021
$ 128,963 129,442
448,784 539,647
83,773 32,566
66,075 36,480
145,543 154,427
$ 873,138 892,562

For the years ended December 31

2022 2021
$ 6,213 1,056
(947,730) 2,616,325
- 7
(220,707) 96,293
(4,382) (1,635,444)
$ (1,166,606) 1,078,237
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(iv) Finance costs

The details of finance costs were as follows:

For the years ended December 31

2022 2021
Interest expenses $ 1,002,488 566,392
Finance expense—bank fees and factoring fees, etc 12,546 9,997
$ 1,015,034 576,389

(x) Financial instruments

(1) Creditrisk

1)

2)

3)

Credit risk exposure

The carrying amount of financial assets represents the Company’ s maximum credit
exposure.

Concentration of credit risk

As of December 31, 2022 and 2021, the accounts receivable from the Company’s top
three customers were amounted to $315,169,807 thousand and $298,616,017 thousand,

representing 63% and 62% of accounts receivable, respectively, which exposes the
Company to credit risk.

Credit risk of accounts receivable
For credit risk exposure of notes and accounts receivables, please refer to Note 6(d).
Other financial assets at amortized cost includes other receivables and time deposits, etc.

All of these financial assets are considered to be low risk, and thus the impairment
provision recognized during the period was limited to 12 months expected losses. (Please
refer to Note 4(f) for the Company determines whether credit risk is to be low risk).

(i) Liquidity risk

The following table shows the contractual maturities of financial liabilities, excluding estimated
interest payment and the impact of netting agreements.

Carrying Contractual Within 1 More than 2
amount cash flows year 1-2 years years
December 31, 2022
Non-derivative financial liabilities
Unsecured bank loans $ 56,407,494 56,432,636 52,952,080 1,966,667 1,513,889
Unsecured ordinary corporate bonds 34,876,992 34,900,000 4,500,000 8,000,000 22,400,000
Non-interest bearing liabilities 470,796,137 470,796,137 470,732,909 63,228 -
Lease liabilities 473,755 473,755 134,186 123,815 215,754

$_562,554,378 _ 562,602,528 _ 528,319,175 10,153,710 24,129,643

(Continued)

362



PEGATRON CORPORATION
Notes to the Financial Statements

Carrying Contractual Within 1 More than 2
amount cash flows year 1-2 years years
December 31, 2021
Non-derivative financial liabilities
Unsecured bank loans $ 51,327,680 51,368,420 48,504,531 1,300,000 1,563,889
Unsecured ordinary corporate bonds 36,869,595 36,900,000 2,000,000 4,500,000 30,400,000
Non-interest bearing liabilities 477,851,700 477,851,700 477,788,188 63,512 -
Lease liabilities 431,326 431,326 103,027 91,747 236,552

(iii)

$_566,480,301 _ 566,551,446 _ 528,395,746 5,955,259 32,200,441

The liquidity of the aforesaid bank loans, bonds payable, and lease liabilities, does not include
the interest expense on cash outflow. The Company is not expecting that the cash flows
included in the maturity analysis could occur significantly earlier or at significantly different
amounts.

Currency risk

1)

2)

3)

Exposure to foreign currency risk

The Company’s significant exposures to currency risk were due from its foreign currency
denominated financial assets and liabilities as follows:

(Unit: Foreign currency / NTD in Thousands)

December 31, 2022 December 31, 2021
Foreign Exchange Foreign Exchange
Currency Rate NTD Currency Rate NTD

Financial assets

Monetary items

USD $16,681,944  30.7175 512,427,615 18,024,479  27.6830 498,971,652
Financial liabilities

Monetary items

USD 16,486,916  30.7175 506,436,842 18,645,043  27.6830 516,150,725

Sensitivity analysis

The Company’ s exposure to foreign currency risk arises from the translation of the
foreign currency exchange gains and losses on cash and cash equivalents, accounts
receivable, loans, accounts payable and other payables that are denominated in foreign
currency. A 1% of appreciation or depreciation of each major foreign currency against the
Company’s functional currency as of December 31, 2022 and 2021 would have increased
or decreased the before-tax net income by $59,908 thousand and $171,791 thousand,
respectively. The analysis is performed on the same basis for both periods.

Foreign exchange gains or losses on monetary items

Since the Company has many kinds of functional currency, the information on foreign
exchange gain (loss) on monetary items is disclosed by total amount. For the years ended
December 31, 2022 and 2021, the foreign exchange gain (loss), including both realized

and unrealized, amounted to ($947,730) thousand and $2,616,325 thousand, respectively.
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Interest rate analysis

The interest risk exposure from financial assets and liabilities has been disclosured in the note
of liquidity risk management.

The following sensitivity analysis is based on the exposure to the interest rate risk of derivative
and non derivative financial instruments at the reporting date. Regarding assets with variable
interest rates, the analysis is based on the assumption that the amount of liabilities outstanding
at the reporting date was outstanding throughout the year. The rate of change is expressed as
the interest rate increases or decreases by 1% when reporting to management internally, which
also represents the Company management’s assessment of the reasonably possible interest rate
change.

If the interest rate increases / decreases by 1%, the Company’s net income will decrease

/increase by $39,387 and $0 thousand for the years ended December 31, 2022 and 2021,
respectively, assuming all other variable factors remain constantly. This is mainly due to the
Company’s variable rate borrowing and cash advances for accounts receivable factoring.

Other market price risk

If the equity price changes, the impact of equity price change to other comprehensive income
will be as follows, assuming the analysis is based on the same basis for both years and
assuming that all other variables considered in the analysis remain the same:

For the years ended December 31

2022 2021
Other Other
comprehensive Net Income comprehensive Net Income
income (Loss) (Loss) income (Loss) (Loss)
Equity price (before tax) (before tax) (before tax) (before tax)
Increase 3% $ 20,179 23,079 30,468 23,609
Decrease 3% $ (20,179) (23,079) (30.468) (23,609)

Fair value of financial instruments
1)  Fair value hierarchy

The Company measured its financial assets at fair value through profit or loss and
financial assets at fair value through other comprehensive income on the recurring basis.
The carrying amount and fair value of the Company’ s financial assets and liabilities,
including the information on fair value hierarchy were as follows; however, except as
described in the following paragraphs, for financial instruments not measured at fair value
whose carrying amount is reasonably close to the fair value, and lease liabilities,
disclosure of fair value information is not required:
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Financial assets at fair value through
profit or loss

December 31, 2022
Fair Value
Book Value Level 1 Level 2 Level 3 Total

Financial assets mandatorily measured $ 1,505,082 769,315 - 735,767 1,505,082

at fair value through profit or loss

Financial assets at fair value through other

comprehensive income
Stock of listed companies

Financial assets at amortized cost
Cash and cash equivalents

Notes and accounts receivable
Other receivables
Other financial assets

Subtotal
Financial liabilities at amortized cost
Bank loans

Non-interest bearing liabilities
Lease liabilities

Unsecured ordinary corporate bond
Subtotal

Financial assets at fair value through
profit or loss

$ 672,647 672,647 - - 672,647

$ 13,716,368 - - - .
503,965,452 - - - -
77,252 - - - -
154,494 - - - -
517,913,566 - - - -

$ 56,407,494 - - - -
470,796,137 - - - -
473,755 - - - -

34,876,992 - - - -
562,554,378 - - - -

December 31, 2021
Fair Value
Book Value Level 1 Level 2 Level 3 Total

Financial assets mandatorily measured $ 1,258,030 786,955 - 471,075 1,258,030

at fair value through profit or loss

Financial assets at fair value through other

comprehensive income
Stock of listed companies

Financial assets at amortized cost
Cash and cash equivalents

Notes and accounts receivable
Other receivables
Other financial assets

Subtotal
Financial liabilities at amortized cost
Bank loans

Non-interest bearing liabilities
Lease liabilities

Unsecured ordinary corporate bond
Subtotal

$_ 1,015,597 1,015,597 - - 1,015,597

$ 22,587,554 - - - -
478,597,528 - - - -
460,024 - - - -
22,443,386 - - - -
524,088,492 - - - -

$ 51,327,680 . . . .
477,851,700 - - - -
431,326 . . . .

36,869,595 - - - -
566,480,301 - - - -
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Valuation techniques for financial instruments not measured at fair value:

The Company’s valuation techniques and assumptions used for financial instruments not
measured at fair value are as follows:

a)

Financial assets and financial liabilities measured at amortized cost

If there is quoted price generated by transactions, the recent transaction price and
quoted price data is used as the basis for fair value measurement. However, if no
quoted prices are available, the discounted cash flows are used to estimate fair
values.

Valuation techniques for financial instruments measured at fair value:

a)

b)

Non-derivative financial instruments
Financial instruments trade in active markets is based on quoted market prices.

A financial instrument is regarded as being quoted in an active market if quoted
prices are readily and regularly available from an exchange, dealer, broker, industry
group, pricing service, or regulatory agency and those prices represent actual and
regularly occurring market transactions. Quoted market prices may not be indicative
of the fair value of an instrument if the activity in the market is infrequent, the
market is not well-established, only small volumes are traded, or bid-ask spreads are
very wide. Determining whether a market is active involves judgment.

Measurements of fair value of financial instruments without an active market are
based on a valuation technique or quoted price from a competitor. Fair value
measured by a valuation technique can be extrapolated from similar financial
instruments, the discounted cash flow method, or other valuation technique
including a model using observable market data at the reporting date.

Derivative financial instruments

It is based on the valuation model accepted by the most market users, ex: Discount
rate and option pricing model. Forward exchange agreement is usually based on the
current forward rate.

Fair value of structured financial instruments is based on appropriated valuation
model, ex: Black-Scholes model, or other valuation model, ex: Monte Carlo
simulation.

Transfers between Level 1 and Level 2

There have been no transfers from each level for the years ended December 31, 2022 and

2021.
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Reconciliation of Level 3 fair values

Non derivative
mandatorily
measured at fair
value through
profit or loss

Opening balance, January 1, 2022 $ 471,075
Total gains and losses recognized:

In profit or loss 18,988
Additions 245,704
Ending Balance, December 31, 2022 $ 735,767
Opening balance, January 1, 2021 $ 328,865
Total gains and losses recognized:

In profit or loss (24,814)
Additions 167,024
Ending Balance, December 31, 2021 $ 471,075

For the years ended December 31, 2022 and 2021, total gains and losses that were
included in “other gains and losses” were as follows:

For the years ended December 31
2022 2021

Total gains and losses recognized:

In profit or loss, and included in “other gains $ 18,988 (24.,814)
and losses”

Quantified information on significant unobservable inputs (Level 3) used in fair value
measurement

The Company’s financial instruments that use Level 3 inputs to measure fair value
include “financial assets measured at fair value through profit or loss — private fund”.

Most of the Company’s financial assets in Level 3 have only one significant unobservable
input, while its financial assets without an active market have more than one significant
unobservable inputs. The significant unobservable inputs of financial assets without an
active market are individually independent, and there is no correlation between them.

Quantified information of significant unobservable inputs was as follows:

Inter-relationship
between significant

Valuation Significant unobservable inputs and
Item technique unobservable inputs  fair value measurement
Financial assets at fair value Net Asset Value -Net Asset Value Not applicable

through profit or loss-private fund  Method
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(vii) Offsetting of financial assets and financial liabilities

The Company has financial instruments transactions applicable to the International Financial
Reporting Standards Sections 42 NO. 32 approved by the FSC which required for offsetting.
Financial assets and liabilities relating those transactions are recognized in the net amount of
the balance sheets.

The following tables present the aforesaid offsetting financial assets and financial liabilities.

December 31, 2022
Financial assets that are offset which have an exercisable master netting arrangement or similar agreement
Gross amounts of Net amount of Amounts not offset in the
Gross amounts financial financial assets balance sheet (d)
of recognized liabilities offset in presented in the Financial Cash
financial assets  the balance sheet balance sheet Instruments collateral Net amounts
(a) (b) (c)=(a)-(b) (Note) instruments (e)=(c)-(d)
Accounts Receivable
and Payable $ 73,147,743 48,289,408 24,858,335 - - 24,858,335
December 31, 2022
Financial liabilities that are offset which have an exercisable master netting arrangement or similar agreement
Gross amounts Gross amounts of Net amount of Amounts not offset in the
of recognized financial financial liabilities balance sheet (d)
financial assets offset in the presented in the Financial Cash
liabilities balance sheet balance sheet Instruments collateral Net amounts
(a) (b) (c)=(a)-(b) (Note) instruments (e)=(c)-(d)
Accounts Receivable
and Payable $ 48,289,408 48,289,408 - - - -
December 31, 2021
Financial assets that are offset which have an exercisable master netting arrangement or simiar agreement
Gross amounts Net amount of Amounts not offset in the
Gross amounts of financial financial assets balance sheet (d)
of recognized liabilities offset in presented in the Financial Cash
financial assets  the balance sheet balance sheet Instruments collateral Net amounts
(a) (b) (c)=(a)-(b) (Note) instruments (e)=(c)-(d)
Accounts Receivable
and Payable $ 105,203,391 86,380,572 18,822,819 - - 18,822,819

December 31, 2021
Financial liabilities that are offset which have an exercisable master netting arrangement or simiar agreement

Gross amounts Gross amounts of Net amount of Amounts not offset in the
of recognized financial financial liabilities balance sheet (d)
financial assets offset in the presented in the Financial Cash
liabilities balance sheet balance sheet Instruments collateral Net amounts
(a) (b) (c)=(a)-(b) (Note) instruments (e)=(c)-(d)
Accounts Receivable
and Payable $ 86,380,572 86,380,572 - - - -

Note : The master netting arrangement and non-cash collateral were included.
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(y) Financial risk management

(@)

(i)

(iii)

Overview
The Company has exposures to the following risks from its financial instruments:

1)  Credit risk
2)  Liquidity risk
3) Marketrisk

The following discusses the Company’s objectives, policies and processes for measuring and
managing the above mentioned risks. For more disclosures about the quantitative effects of
these risks exposures, please refer to the respective notes in the accompanying non-
consolidated financial statements.

Structure of risk management

The Board of Directors has overall responsibility for the establishment and oversight of the risk
management framework. The Board has established the Risk Management Committee, which is
responsible for developing and monitoring the Company's risk management policies. The
committee reports regularly to the Board of Directors on its activities.

The Company's risk management policies are established to identify and analyze the risks faced
by the Company, to set appropriate risk limits and controls, and to monitor risks and adherence
to limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions and the Company's activities. The Company, through its training and
management standards and procedures, aims to develop a disciplined and constructive control
environment in which all employees understand their roles and obligations.

The Company Audit Committee oversees how management monitors compliance with the
Company's risk management policies and procedures and reviews the adequacy of the risk
management framework in relation to the risks faced by the Company. The Company Audit
Committee is assisted in its oversight role by Internal Audit. Internal Audit undertakes both
regular and ad hoc reviews of risk management controls and procedures, the results of which
are reported to the Audit Committee.

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a
financial instrument fails to meet its contractual obligations, and arises principally from cash,
accounts receivables and equity securities. Also, the Company deposits cash in different
financial institutions. The Company manages credit risk exposure related to each financial
institution and believes that there is no significant concentration of credit risk on cash and
equity securities.

The Company transacted only with the approved third parties with good financial conditions
and reputation. For those customers with poor financial situation, the Company would transfer
the risk through acquiring guarantees or transacting by L/C. Therefore, the Company believes
that there is no significant credit risk.
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Accounts receivables and other receivables

The Company’ s exposure to credit risk is influenced mainly by the individual
characteristics of each customer. However, management also considers the demographics
of the Company’s customer base, including the default risk of the industry and country in
which customers operate, as these factors may have an influence on credit risk,
particularly in the current deteriorating economic circumstances.

Under its customer credibility evaluation policies, the Company evaluates the customer’s
credibility and collectability of notes and account receivables regularly before doing
business. Thus, management is not expecting any significant uncollectible accounts.

The major customers of the Company are concentrated in the high-tech information and
communication industries. As the customers of the Company have good credits and profit
records, the Company evaluates the financial conditions of these customers continually to
reduce credit risk from accounts receivable. Moreover, the Company also periodically
evaluates the customers’ financial positions and the possibility of collecting trade
receivables. Thus, management is not expecting any significant issue on credit risk.

Investment

The exposure to credit risk for the bank deposits, fixed income investments, and other
financial instruments is measured and monitored by the Company’s finance department.
The Company only deals with banks, other external parties, corporate organizations,
government agencies and financial institutions with good credit rating. The Company
does not expect any counterparty above fails to meet its obligations hence there is no
significant credit risk arising from these counterparties.

Guarantee

The Company’s policies were prepared in accordance with Guidelines for Lending of
Capital, Endorsements and Guarantees by Public Companies. As of December 31, 2022,
please refer to Note 13(a) and table 2 for the Company ’s endorsement and guarantees.

Liquidity risk

Liquidity risk is a risk that the Company is unable to meet the obligations associated with its
financial liabilities that are settled by delivering cash or another financial asset. The Company’s
approach to managing liquidity is to ensure, as much as possible, that it always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Company’s reputation.

The Company has sufficient cash and cash equivalents to meet its funding requirements for its
operation and when all its obligations become due and payable. It is not expecting any
significant liquidity risk.
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Market risk

Market risk is a risk that changes in market prices, such as foreign exchange rates, interest rates
and equity prices will affect the Company ’s income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimizing the return.

1)

2)

3)

Currency risk

The functional currency of the Company is the New Taiwan Dollars (NTD). The
Company is exposed to currency risk on sales, purchases and borrowings that are
denominated in a currency. The currencies used in these transactions are denominated in
NTD, EUR, and USD.

The Company’ s purchases and sales are denominated mainly in US dollars, which
exposes the Company’s current and future cash flows to foreign currency assets to the
risk of market exchange rate fluctuations in market exchange rates. The company follows
the principle of natural hedging, the currency held by the company is consistent with the
actual foreign exchange demand of the company’s import and export transactions, the
company’ s overall internal positions (foreign currency income and expense) are self-
levelling as the principle, and spot foreign exchange tools are used to avoid exchange
rates risk.

The interest is denominated in the same currency as borrowings. Generally, borrowings
are denominated in currencies that match the cash flows generated by the underlying
operations of the Company. This provides an economic hedge without derivatives being
entered into, and therefore, hedge accounting is not applied in these circumstances.

In respect of other monetary assets and liabilities denominated in foreign currencies, the
Company ensures that its net exposure is kept to an acceptable level by buying or selling
foreign currencies at spot rates when necessary to address short-term imbalances.

Interest rate risk

The Company’s interest rate risk arises from short-term loans and accounts receivable
factoring bearing floating interest rates. Future cash flow will be affected by a change in
market interest rate. The Company decreases the interest rate risk through negotiating
with banks aperiodically.

Price floating risk on equity instruments

The equity securities held by the Company are classified as financial assets measured at
fair value through profit or loss and fair value through other comprehensive income. As
these assets are measured at fair value, the Company is exposed to the market price
fluctuation risk in the equity securities market.

The Company ’s investment portfolios of equity instruments are reviewed regularly by
management, and significant investment decision is approved by the Board of Directors.
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The Board’s policy is to maintain a strong capital base as well as to control the level of common
stock dividends in order to maintain investor, creditor and market confidence and to sustain future
development of the business. Capital consists of ordinary shares, paid in capital, retained earnings

and other interests of the Company.

The Company used the debt-to-equity ratio, interest bearing liability-to-equity ratio and other

financial ratio to maintain an optimal capital structure and raise returns on equity.

The Company ’s debt to equity ratios at the balance sheet date were as follows:

Total liabilities

Less: cash and cash equivalents

Net debt
Total equity

Total capital (Note)
Debt to equity ratio

December 31,

December 31,

2022 2021
$ 598,525,263 590,132,296
(13,716,368) (22,587,554)
584,808,895 567,544,742
182,488,565 166,604,545
$ 767,297,460 734,149,287
76.22% 77.31%

Note : Total capital includes share capital, capital surplus, retained earnings, other equity and net

debt.

Management believes that there were no significant changes in the Company’s approach to capital
management for the years ended December 31, 2022 and 2021.

Financing activities not affecting current cash flow

The Company’s financing activities which did not affect the current cash flow in the year ended
December 31, 2022 and 2021, were as follows:

Reconciliation of liabilities arising from financing activities was as follows:

Short-term loans
Other payables-related parties
Other payables-restricted employee stock

Bonds payable

Long-term loans

Lease liabilities

Total liabilities from financing activities

Non-cash changes

Foreign
January 1, exchange December
2022 Cash flows movement Other 31,2022

$ 48,168,420 3,315,677 - - 51,484,097
6,200,992 2,707,083 - - 8,908,075
158,988 (18,592) - 66,639 207,035
36,869,595 (2,000,000) - 7,397 34,876,992
3,159,260 1,763,889 - 248 4,923,397
431,326 (119,942) - 162,371 473,755

$ 94,988,581 5,648,115 - 236,655 100,873,351
(Continued)
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Non-cash changes

Foreign
January 1, exchange December
2021 Cash flows movement Other 31, 2021
Short-term loans $ 59,130,238 (10,961,818) - - 48,168,420
Other payables-related parties 5,685,052 272,669 243,271 - 6,200,992
Other payables-restricted employee stock 201,972 (16,964) - (26,020) 158,988
Bonds payable 25,478,182 11,385,600 - 5,813 36,869,595
Long-term loans 3,146,170 - - 13,090 3,159,260
Lease liabilities 168,042 (87,907) - 351,191 431,326
Total liabilities from financing activities $_93,809,656 591,580 243,271 344,074 94,988,581

(7) Related-party transactions:

(a)

Names and relationship with related parties

The following are entities that have had transactions with related parties and the Company’ s
subsidiaries during the periods covered in the non-consolidated financial statements.

Relationship with

Name of related party the Company Notes
CASETEK COMPUTER (SUZHOU) CO., LTD. The Company’s subsidiary
KAEDAR ELECTRONICS (KUNSHAN) CO., LTD. The Company’s subsidiary
KAI-CHUAN ELECTRONICS (CHONGQING) CO., LTD. The Company’s subsidiary
AZUREWAVE TECHNOLOGIES, INC. The Company’s subsidiary
AZUREWAVE TECHNOLOGIES (SHANGHALI) INC. The Company’s subsidiary
AMA PRECISION INC. The Company’s subsidiary
POWTEK (SHANGHAI) LTD. The Company’s subsidiary
PIOTEK COMPUTER (SUZHOU) CO., LTD. The Company’s subsidiary
PEGAGLOBE (KUNSHAN) CO., LTD. The Company’s subsidiary
DIGITEK (CHONGQING) LTD. The Company’s subsidiary
CHONGQING ZUANSHUO TRADING CO., LTD. The Company’s subsidiary
MAINTEK COMPUTER (SUZHOU) CO., LTD. The Company’s subsidiary
PROTEK (SHANGHAI) LTD. The Company’s subsidiary
COTEK ELECTRONICS (SUZHOU) CO., LTD. The Company’s subsidiary

PEGATRON VENTURE CAPITAL CO., LTD. The Company’s subsidiary Note 2
ASROCK INCORPORATION The Company’s subsidiary
ASRock Rack Incorporation The Company’s subsidiary
ASRock Industrial Computer Corporation The Company’s subsidiary
KINSUS INTERCONNECT TECHNOLOGY CORP. The Company’s subsidiary
PEGAVISION CORPORATION The Company’s subsidiary
FUYANG TECHNOLOGY CORPORATION The Company’s subsidiary
BeautyTech Platform Corporation The Company’s subsidiary
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Relationship with

Name of related party the Company Notes
STARLINK ELECTRONICS CORPORATION The Company’s subsidiary
RI-TENG COMPUTER ACCESSORY (SHANGHAI) CO., LTD. The Company’s subsidiary
RI SHAN COMPUTER ACCESSORY (JIA SHAN) CO., LTD. The Company’s associate ~ Note 1

Ri Da Intelligent Manufacture Technology Co., Itd.
RI-KUAN METAL CORPORATION

ASFLY TRAVEL SERVICE LIMITED

PEGA INTERNATIONAL LIMITED

Lumens Digital Optics Inc.

ASTAROCK TECHNOLOGY LIMITED
ASUSPOWER CORPORATION

CASETEK HOLDINGS LIMITED

KAEDAR HOLDINGS LIMITED

PEGATRON Czech s.1.0.

PEGATRON JAPAN INC.

PEGATRON Mexico, S.A. de C.V.

PEGATRON SERVICE AUSTRALIA PTY. LTD.
PEGATRON SERVICE KOREA LLC

Pegatron Service Singapore Pte. Ltd.

PEGATRON TECHOLOGY HAI PHONG COMPANY LIMITED
PEGATRON TECHOLOGY INDIA PRIVATE LIMITED
PEGATRON TECHNOLOGY SERVICE INC.
PEGATRON USA, Inc.

PEGATRON VIETNAM COMPANY LIMITED
PEGATRON TECHNOLOGY TEXAS INC.
PEGATRON ELECTRONICS INC.

PT. PEGATRON TECHNOLOGH INDONESIA
ADVANTECH CO., LTD.

Advantech Technology China Co., Ltd.

The Company’s associate
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
The Company’s subsidiary
Other related party

Other related party

Note 1: It was no longer the Company's subsidiary but the Company's associate's subsidiary as of
February 3, 2021. For more details, pleases refer to Note 4(c) in the consolidated financial

statements for the year ended December 31, 2022.
Note 2: It was established in 2022.
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(b) Significant Transactions with related parties

(1)

(i)

Sale of Goods to Related Parties

The amounts of significant sales transactions and outstanding balances between the Company

and related parties were as follows:

Subsidiaries
Other related parties

Subsidiaries, PROTEK (SHANGHAI) LTD.
Subsidiaries, PEGAGLOBE (KUNSHAN) CO., LTD.
Subsidiaries, DIGITEK (CHONGQING) LTD.
Subsidiaries, Other

Substantial related parties

Sales
For the years ended December 31
2022 2021
$ 38,661,640 12,477,015
50,532 34,623
$ 38,712,172 12,511,638

Receivables from related parties

December 31,

December 31,

2022 2021
$ 143,872,147 102,069,459
88,285,361 65,386,391
28,181,168 52,659,300
77,770,397 26,693,845
5,060 -
$ 338,114,133 246,808,995

The terms and the selling price for related parties approximated the market price. Amounts
receivable from related parties were uncollateralized, and no expected credit loss were required

after the assessment by the management.
Purchase of Goods from Related Parties

The amounts of significant purchase transactions and outstanding balances between the

Company and related parties were as follows:

Subsidiaries

Associates

375

Purchases
For the years ended December 31
2022 2021
55,100,013 98,403,839
456,221 270,015
55,556,234 98,673,854
(Continued)



(iii)

(iv)

™)

(vi)

(vii)

PEGATRON CORPORATION
Notes to the Financial Statements

Payables to Related Parties

December 31, December 31,
2022 2021
Subsidiaries, PEGAGLOBE (KUNSHAN) CO.,LTD. § 118,727,109 84,342,828
Subsidiaries, PROTEK (SHANGHALI) LTD. 93,962,599 74,677,470
Subsidiaries, DIGITEK (CHONGQING) LTD. 26,282,280 49,357,663
Subsidiaries, Other 28,422,725 6,909,453
Associates 83,609 182,274

$ 267,478,322 215,469,688

The terms and pricing of purchase transactions with related parties were not significantly
different from those offered by other vendors.

Warranty repair expense (from) paid to Related Parties

For the years ended December 31
2022 2021
Subsidiaries $ 3,209 (13,678)

Other income and losses from Related Parties

For the years ended December 31
2022 2021
Subsidiaries $ 14,131 12,529

Rental revenue

For the years ended December 31, 2022 and 2021, the Company incurred subsidiaries

transactions of $102,148 thousand and $102,497 thousand, respectively, which were accounted
for as rental revenue. Lease terms with associates were not significantly different from those of
non-related parties.

Other related party transactions recorded as expenses

For the years ended December 31, 2022 and 2021, the Company incurred subsidiaries
transactions recorded as expenses such as rental expense, royalty payment, storage expense,

and professional service fee, etc, aggregating to $289,947 thousand and $312,170 thousand,
respectively.

Purchase and sales of real estate property and other assets

For the years ended December 31, 2022 and 2021, molds and equipment purchased from
subsidiaries are amounted to $1,026 thousand and $131,236 thousand, respectively.

(Continued)
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(viii) Borrowings from related parties

December 31, December 31,
2022 2021
Subsidiaries S 8,908,075 6,200,992
Interest rate 0% 0%

Interest expense $ - -

(ix) Other related party transactions accounted for as assets and liabilities in the balance sheet

December 31, December 31,
2022 2021

Other receivables

Subsidiaries S 8,095 22,332
Other payables

Subsidiaries S 1,170,834 349,383
Other current liabilities

Subsidiaries S 36,960 10,727
Other non-current liabilities

Subsidiaries $ 10,438 10,438

(x) As of December 31, 2022, please refer to Note 13 for endorsements and guarantees for related
party.

Key management personnel compensation

For the years ended December 31

2022 2021
Short-term employee benefits $ 205,296 194,089
Post-employment benefits 2,499 2,403
Share-based payments 102,183 156.847
$ 309,978 353,339

Please refer to Note 6(s) for further explanations related to share-based payment transactions.

(Continued)
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(8) Pledged assets:

As of December 31, 2022 and 2021, book value of pledged assets were as follows:

December 31, December 31,
Asset Purpose of pledge 2022 2021
Other financial asset-restricted Deposits for customs duties $ 117,121 114,111
deposits
Other financial asset-refundable Deposits for performance
deposits guarantee 37,373 29,275
$ 154,494 143,386

(9) Commitments and contingencies:

(@)

(b)

Significant commitments and contingencies were as follows:
(i) Promissory notes and certificates of deposit obtained for business purpose were as follows:

December 31,
2021

10,490

December 31,
2022
14,190

NTD $

Significant contingent liability :

AIG Specialty Insurance Company, as assignee and subrogee of the Group’s customer, filed a lawsuit
against the Company in the United Stated District Court for the Northern District of Georgia, seeking
damages based on certain quality issue occurred on the products sold by the Company. The Court
found that the Company is liable for the products in issue through a summary judgement order. The
specific amount of the damages will be decided by the Jury in the subsequent trial proceeding. The
Company has reached a settlement with AIG Specialty Insurance Company for USD $59,000
thousand as of December 31, 2021. The Company has recognized relevant provision. On March 21,
2022, the Company had completed its negotiations and signed a formal settlement agreement with
AIG Specialty Insurance Company.

(10) Losses due to major disasters: None

(11) Subsequent events: None

(Continued)
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(12) Other:

PEGATRON CORPORATION

Notes to the Financial Statements

The nature of employee benefits, depreciation and amortization expenses categorized by function, was as

follows:
For the years ended December 31
By function| 2022 2021
Operating | Operating Operating | Operating

By item cost expenses Total cost expenses Total
[Employee benefit

Salary $ 2,519,252 8,663,019 11,182,271 2,268,678 | 8,491,275| 10,759,953

Labor and health insurance 245,246 541,076 786,322 212,716 522,623 735,339

Pension 73,276 297,856 371,132 64,103 273,024 337,127

Remuneration of directors - 135,000 135,000 - 159,000 159,000

Others 364,670 533,146 897,816 320,541 529,192 849,733
Depreciation 786,742 486,577 | 1,273,319 723,448 456,705 1,180,153
Amortization 37,848 14,648 52,496 52,042 22,412 74,454

For the years ended December 31, 2022 and 2021, the information on the number of employees and

employee benefit expense of the Company is as follows:

Number of employees

Number of directors (non-employee)

Average employee benefit expense

Average employee salary expense

Percentage of average employee salary expense

Remuneration for supervisors

Compensation policies are as follows:

2022 2021
8,853 8,519
8 8
1,497 1,490
1,264 1,264
- Y%

In accordance with Article 26 of the Company’ s Articles of Incorporation, the remuneration to directors
should not exceed 0.7% of the profit before tax, while taking the operating performance of the Company
and the participation of each director into consideration. There will be regular evaluations concerning the
reasonability of compensation policies. Furthermore, the remunerations to managers and employees will be
appropriated at the rate stated in the Company’s Articles of Incorporation, while taking into consideration
the operating performance of the Company, economic indicators and industry level.
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(13) Other disclosures:

(a) Information on significant transactions:

The following is the information on significant transactions required by the “Regulations Governing
the Preparation of Financial Reports by Securities Issuers” for the Company:

No. Item Table

Loans to other parties Table 1

2 |Guarantees and endorsements for other parties Table 2
Securities held as of December 31, 2022 (excluding investment in subsidiaries, Table 3
associates and joint ventures)

4 |Individual securities acquired or disposed of with accumulated amount exceeding Table 4
the lower of NT$300 million or 20% of the capital stock

5 |Acquisition of individual real estate with amount exceeding the lower of NT$300 Table 5
million or 20% of the capital stock

6 |Disposal of individual real estate with amount exceeding the lower of NT$300 None
million or 20% of the capital stock

7 |Related-party transactions for purchases and sales with amounts exceeding the Table 6
lower of NT$100 million or 20% of the capital stock

8 |Receivables from related parties with amounts exceeding the lower of NT$100 Table 7
million or 20% of the capital stock

9 [Trading in derivative instruments None

(b) Information on investees:

Please refer to Table 8 for the information on investees for the year ended December 31, 2022.

(¢) Information on investment in mainland China:

(1)

(i)

Please refer to Table 9 for names of investee, main businesses and products, total amount of
capital surplus, method of investment, investment flows, net income (losses) of the investee,

percentage of ownership and the upper limit on investment.

Please refer to information on significant transactions for either directly or indirectly through a
third area, with investee companies in the Mainland Area. The transactions were eliminated in

the consolidated financial statements.

(d) Major shareholders:

Shareholder’s Name

Shareholding

Shares Percentage

ASUSTEK COMPUTER INCORPORATION 448,506,484

16.81 %

(14) Segment information:

Please refer to the consolidated financial statements for the year ended December 31, 2022.
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PEGATRON CORPORATION
Statement of Accounts Receivable
December 31, 2022

(Expressed in thousands of New Taiwan Dollars)

Client name Description Amount Note
Related party
PROTEK (SHANGHALI) LTD. Payment $ 143,872,147
PEGAGLOBE (KUNSHAN) CO., LTD. 7 88,285,361
DIGITEK (CHONGQING) LTD. 7 28,181,168
MAINTEK COMPUTER (SUZHOU) CO., LTD. ” 22,078,619
PEGATRON TECHNOLOGY INDIA PRIVATE 7 23,511,116
LIMITED
PT PEGAUNIHAN TECHNOLOGY 7 17,177,440
INDONESIA
Other (Note) 7 15,008,282
Subtotal 338,114,133
Non-related party
A ” 83,012,299
B 7 28,770,520
C 7 17,306,265
Other (Note) 7 36,762,235
Subtotal 165,851,319
Total $_ 503,965,452

Note: The year-end balance of each client doesn’t exceed 5 % of the account balance.
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PEGATRON CORPORATION

Statement of Inventory

December 31, 2022

(Expressed in thousands of New Taiwan Dollars)

Amount
Net realized
Item Cost value Note
Merchandise $ 46,584,493 46,430,762
Finished goods 607,574 665,024
Work in process 419,163 484,647

Raw materials

Total

Less: Allowance for inventory market
decline and obsolescence

Net total

3,286,863 3,498,584

50,898,093 51,079,017
(1.227.777)

$_49,670,316

401

Replacement cost has been used as
the market price of usual inventory,
and net realizable value has been
used as the market price of obsolete
inventory.
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PEGATRON CORPORATION
Statement of Short-term Loan
December 31, 2022

(Expressed in thousands of New Taiwan Dollars)

Type Ending Balance Contract Period Interest Rate Collateral Note
Unsecured bank $ 51,484,097 2022.07.26~2023.03.17 0.38%~5.09% None
loans
Statement of Account Payable
Vendor name Description Amount Note
Related party
PEGAGLOBE (KUNSHAN) CO., LTD Payment § 118,727,109
PROTEK (SHANGHAI) LTD 7 93,962,599
DIGITEK (CHONGQING) LTD 7 26,282,280
Other (Note) 7 28,506,334
Subtotal 267,478,322
Non-related party
A 7 90,555,904
B 7 22,302,976
Other (Note) 7 69,314,287
Subtotal 182,173,167
Total $_ 449,651,489

Note: The year-end balance of each vendor doesn’t exceed 5% of the account balance.
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PEGATRON CORPORATION
Statement of Operating Revenue
For the year ended December 31, 2022

(Expressed in thousands of New Taiwan Dollars)

Item Quantity Amount Note

Sales revenue:
3C electronic products 149,462 thousand units  § 1,141,997,996 Note 1
Others 90,388,072 Note 2

$_1,232,386,068

Note 1: 3C electronic products contain information technology products, consumer electronic products, and
communication products.

Note 2: Others contain repair revenue, service revenue, and others.
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PEGATRON CORPORATION

Statement of Operating Costs

For the year ended December 31, 2022

(Expressed in thousands of New Taiwan Dollars)

Amount
Item Subtotal Total
Cost of sales from manufacturing
Raw materials, January 1 $ 4,652,762
Add: Purchase (Notel) 33,622,828

Transferred-in 4,150,125
Less: Transferred (includes amount transferred to each (1,400,322)

expense and loss) (Notel)

Raw materials, December 31 (3,286,863)
Direct labor 1,437,533
Manufacturing expenses 4,516,769
Cost of manufacturing 43,692,832
Add: Work in process, January 1 529,903
Less: Transferred (includes amount transferred to each (266,031)

expense and loss) (Notel)

Work in process, December 31 (419,163)
Cost of finished goods 43,537,541
Add: Finished goods, January 1 979,775
Less: Transferred(includes amount transferred to each (448,246)

expense and loss) (Notel)

Finished goods, December 31 (607,574)
Cost of self-manufactured products 43,461,496

Merchandise, January 1 35,066,581
Add: Purchase (Notel) 2,258,250,945

Less: Transferred(includes amount transferred to each
expense and loss)(Notel)

Merchandise, December 31
Cost of goods sold
Other business costs
Allowance for inventory obsolescence
Loss on disposal of inventory

Operating costs

(1,086,951,720)

(46,584.,493) 1,159,781,313

1,203,242,809
(634,569)

105,124

335,580

$  1,203,048,944

Notel: The product is processed by subsidiary and sold back to the Company. The number includes the

sold back price of the product.
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PEGATRON CORPORATION
Statement of Operating Expenses
For the year ended December 31, 2022

(Expressed in thousands of New Taiwan Dollars)

Research and

Item Sales Administration Development Total
Salary and wages expense ~ $ 1,014,547 1,568,101 6,080,371 8,663,019
Transportation expense 496,155 2,307 8,120 506,582
Insurance expense 64,661 84,350 392,065 541,076
Expected credit loss 59,047 - 27) 59,020
(reversal gain)
Depreciation expense 35,113 145,350 306,114 486,577
Amortization expense 2,161 3,395 9,092 14,648
Pension expense 35,225 45,225 217,406 297,856
Storage expense 252,834 877 - 253,711
Other personnel expense 64,873 77,070 391,203 533,146
Other (Note) 596,989 737,937 1,023,723 2,358,649
$ 2,621,605 2,664,612 8,428,067 13,714,284

Note: The year-end balance of each item doesn't exceed 5% of the account balance.
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Pegatron Corporation

T.H. Tung, Chairman




Taiwan Stock Exchange Market Observation Post System

Ud eport is available at

http://www.pegatroncorp.com/investorRelation/annualReports





