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Notice to readers
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|. Letter to Shareholders

Dear Shareholders,

Alchip isthe preeminent ASIC design company, specializing in high performance computing (HPC) devices.
The Company provides state-of-the-art, complex SoC design solutions and strives to be the most reliable
silicon design partner by offering a proprietary design process and a complete turnkey services portfolio
covering al value chain steps, from IC design to manufacturikighip’s primary objective is to provide its
customers with first-time silicon success and fast time-to-market.

Despite uncertainties brought on by global palitics, inflation, and higher interest rates, the HPC and artificial
intelligence (Al) markets grew significantly in 2022. In the face of a diminishing COVID-19 spread, these
industries adjusted their inventory and maintained a relatively consistent level of operation. Within this
challenging environment, Alchip delivered impressive operating performance, achieved record profits, and
expanded our business scope to maintain our position as an advanced technology leader. We achieved this by
embracing Alchip’$our core values—teamwork and dedication, innovation, integrity, and quality—to deliver

enhanced value to our shareholders.

Despite fierce competition in the global semiconductor industry over the past two years, Alchip has delivered
record-setting operating results, thanks to our strong position and advanced technology capabilities within the
HPC, Al, and |oT market segments, where we continue to see very strong demand. Alchip has completed a
significant number of leading-edge design projects in response to strong demand from these segments. The
7nm process nodes remains the mainstream design case, but demand for 6nm, 5nm, 4nm and 3nm designs
significantly increased. At the sametime, anumber of |arge production-quantity, high-performance computing
chips, mostly targeting the 7nm process node, entered mass production. This combination of market segment
leadership, strong demand for advanced technology designs, and a significant number of designs entering mass
production contributed to the company’s record performance.

Alchip also taped-out a significant number of 7nm, 6nm, and 5nm designs in 2022, with several involving
Chip-on-Wafer-on-Substrate (TSMC CoWoS®) and Integrated Fan-Out (InFO) advanced packaging
technology. The company also taped-out a 4nm test chip in the third quarter of 2022, and a 3nm test chip in
the first quarter of 2023.

On the R&D front, Alchip strengthened its position as a leading high-performance computing ASIC company.
Approximately 87% of the Company’s revenue came fremFET (defined as 16nm and below) designs and
the mass production of highly complex packages. In addition, the Company has successfully partnered with
tier-one systems and cloud service customers to complete several challenging leading-edge design projects
featuring the most advanced packaging technology targeting high-end, complex artificial intelligence,
networking, and high-performance computing applications. We a so began an initia entry into the automotive
ASIC market in response to expanded market demand.

Looking at results from a geographic perspective, North America for the first time contributed the largest
revenue percentage, driven by strong demand for high-performance computing applications. China and Japan
emerged as Alchip’s second and third largest source of revenue.

Financial Performance

Alchip’s 2022 operating revenue reached NTD13,725 million, a 31.62% increase year-on-year (YoY) from
NTD10,428 million in 2021. Net profit was NTD1,833 million, a 23.06% increase YoY from NTD1,490
millionin 2021. On aUS Dollar ($) basis, the 2022 operating revenue equaled $460 million, a23.68% increase
YaoY, with net profit of $61.5 million, a 15.65% increase YoY. Gross Margin for 2022 was 32.27%, with an
operating margin of 16.84%. The 2022 Return on Assets and Return on Equity were 11.13% and 15.70%,

respectively.



Technological Developments

Alchip continued to heavily invest in advanced technology design and customized IP. Building on our success
in implementing multiple 5nm, 4nm and 3nm designs, Alchip will solidify its position as an advanced
technology leader asit ventures into advanced 2.5D/3D packaging technology in 2023.

Corporate Developments

To enhance our engineering resources and business development initiatives, Alchip expanded itsinfluencein
both North America and Great China. Alchip is dedicated to staying ahead of the significant increase in
customers demand in these two markets and will develop more advanced process design technology to meet
these needs. Our goal isto become aleading brand in the ASIC industry.

Outlook for the future

Going forward, Alchip will continue to capitalize on market opportunities best suited to its advanced
technology strengths and its enhanced strategic alliances with major IP partners. We will continue to focus on
new applications in high growth artificia intelligence, high-performance computing, 10T, and automotive
market segments. In addition, plans are in place and strategic initiatives are under way to expand our North
Americamarket share.

Last but not least, we believe that, our core competence of providing industry-leading service for advanced
technologies will lead Alchip to again post strong revenue and profit growth in 2023, as we continue to create
value for both customers and sharehol ders.

Best wishes for good health and prosperity!

/Ay S

Kinying Kwan
Chairman




1. Company Profile

2.1 Date of Establishment and Company I ntroduction

Founded in the British Cayman Islands on February 27, 2003 by the core technical team of a well-known
Silicon Valley System-on-Chip company under the leadership of Chairman Kinying Kwan, Alchip
Technologies, Limited (hereinafter referred to as the “CompanyAlchip”) is a leading provider of silicon
design and manufacturing services for system companies developing high-complexity and high-volume
application-specific integrated circuit (ASIC) and System-on-Chip (SoC) integrated circuit (1C).

Headquartered in Taipei, Taiwan, Alchip has established an ASIC manufacturing center in Hsinchu. Based on
its global development policy, the Company has established subsidiaries in China, Japan, and North America
(hereinafter referred to as the “Grouprhe Company had atotal of 570 employeesin December 2022. The
Group’s management team pesses many years of-depth IC design service experience. The team is
composed of SoC design experts from Silicon Valey and Japan, with an average of over 20 years of
semiconductor industry management experience. Their capability for high-end process and chip design has
proven to superior to that of industry competitors. Three years after starting business, the Company compl eted
many A SIC designs, ranging from 0.13-microns down to 65nm and moved them into mass production. In 2009,
it started mass-production of 40nm designs and, in 2013, started designing at the 28nm node. By 2014, Alchip
was providing customers 16nm design services and took its first 14nm designs to wafer start in September
2015. From 2016 to 2017, the Company successfully completed severa super-computer 28nm and 16nm
designs and, from 2018 to 2020, completed several 7nm high-performance design projects. In 2021, Alchip
completed, prototyped, and began volume production of its first 7nm designs targeting artificial intelligence
and high-performance computing applications. By the end of 2022, Alchip has taped out several designs
featuring advanced packaging technology, including 7nm, 6nm, and 5nm designs. In addition, a4nm test chip
has a so been taped out, and a 3nm test chip was taped out in January 2023.

Alchipfocuseson ASIC and SoC designsthat target FinFET (16nm and bel ow) deep submicron manufacturing
processes. The Company helps ASIC and SoC customers compl ete low-cost and highly complex IC designin
the shortest time and to speed their time-to-market. The Company has completed more than 480 designs.
Alchip focuses on three main market segments: Artificial Intelligence and High-performance Computing;
Communication Network Equipment; and other consumer and medical businesses covering products high-
definition television, digital cameras, entertainment systems, mobile broadband, medical devices, and medica
monitoring systems. The company also began to enter the automotive field in response to the growing demand
in the market.



2.2 Company Milestones

Aug. 2002 | Company established in Hong Kong.
Sep. 2002 | Company established in Shanghai.
Feb. 2003 | Established an exempted company in the Cayman Islands.
A Alchip Technologies (Cayman) invested in the Hong Kong and Shanghai companies through stock
pr. 2003
exchanges.
May 2003 | Established a U.S subsidiary.
Aug. 2003 | Completed the first 0.13-micron chip design.
Feb. 2004 | Established a subsidiary in Japan.
Jul. 2004 Joined TSMC'’s Design Center Alliance (DCA).
Sep. 2004 | Obtained milestone 0.13-micron, 16M gate design from Japanese company.
Nov. 2004 | Completed the company’s first 90nm Sd€sign that entered mass production in 2005.
Jan. 2005 | Established Taiwan subsidiary.
Apr. 2005 Won the order for 90nm, 500MHz high-speed calculation SoC design that became the first product to
' enter 90G mass production at TSMC.
Aug. 2005 | Monthly shipments for SoCs reached 1 million units.
Jun. 2006 | Developed the 65nm ARM 1176 embedded multi-core application processor.
Sep. 2006 | Won the order for digital cameras SoC design from a major Japan systems house.
Nov. 2006 | Passed 1SO9001 certification.
Dec. 2006 | Monthly SoC shipments reached 2 million units.
Feb. 2007 | Won order for 65nm SoC design.
May 2007 | Won order for HDTV SoC design from a major Japan systems house.
Jun. 2007 | The monthly SoC shipments reached 2.5 million units.
Jul. 2007 Adopted the Verigy V93000 Pin-Scale 800 system as new-generation chip testing machine.
Jan. 2008 | Won order for mobile communication devices SoC design from a mgjor systems house.
Feb. 2008 | Achieved ARM authorization.
Mar. 2008 | Won order for digital TV SoC design from a major Japan system house.
Mar. 2008 | Joined the Cadence (Power Forward Initiative, PFI) Alliance.
Apr. 2008 | Joined the ARM Connected Community to become an ARM partner.
May 2008 | Became packaging technology partner with SONY Semiconductor Group.
Jun. 2008 | Named as one of “China’s 10 Best Service IC Design Hous€&ldmyronic Engineering Times.
Aug. 2008 | Adopted the Synopsys Eclipse’s lgpa@wer design solution.
Oct. 2008 | Mass-produced 65nm turnkey solution.
Nov. 2008 | Won thefirst 65nm design case for turnkey solution.
Dec. 2008 | Awarded the special honor as a “Green Partner” by a major Japan systems house.
Dec. 2008 | Added heat flow and automated sorting machine.
Feb. 2009 | Took part in the e-beam Initiative.
Apr. 2009 | Named one of TSMC'’s global top 10 global VCA members.
Dec. 2009 | Mass-produced 55nm turnkey solution.
Dec. 2009 | Completed 40nm design case for major mobile game system.
Mar. 2010 | Monthly SoC shipments reached 2.5 million units.
Oct. 2010 | Completed 32nm HDTV design.
Dec. 2010 | Accumulated shipment of 55nm SoC exceeded 10 million units.
Jan. 2011 | Added a UF3000 Wafer Prober.
Mar. 2011 | Completed 55nm design for Tablet PC application.
Apr. 2011 | Accumulated 55nm SoC shipments exceeded 18 million units.
Jul. 2011 | Alchip’s Headquarters moved to Solar Teclogy Square, Taipei Neihu Technology Park.
Sep. 2011 | Completed 40nm imaging equipment design.
Feb. 2012 | Awarded the special honor as a “2011 Best Suppliéneifear Award” by a major Japanese clien
Mar. 2012 | Won a 28nm SoC design.
May 2012 | Alchip’s shipments in cooperation with ASE Group hit 50 million SoC units.
Aug. 2012 | Established a subsidiary in Wuxi, China.
Sep. 2012 | Completed 28nm design for mobile game system.




Dec. 2012

Awarded the special honor as “Fast 500 Asia Pacific” by Deloitte Technology.

Dec. 2012 | Japan subsidiary passed | SO9001 certification.

Jun. 2013 | Won No. 1 in the partner’s annual evaluation by a major Japan systems house.
Jul. 2013 Completed 28nm Bitcoin mining machine design.

Aug. 2013 | Completed 40nm high-efficiency imaging equipment design.

Sep. 2013 | Completed 28nm supercomputer processor design.

Feb. 2014 | Completed 20nm Bitcoin mining machine design.

May 2014 | Completed 28nm medical device design.

Jun. 2014 | Completed 28nm Litecoin mining machine design.

Oct. 2014 | The Company’s shares publicly listed on the Taiwan Stock Exchange.

Jan. 2015 | Alchip’s BVI incorporated and Alchip’s Taiwan Branch established.

Feb. 2015 | Completed 16nm Bitcoin mining machine design.

Jul. 2015 Completed 28nm high-efficiency imaging equipment design for Korea market.
Sep. 2015 | Completed 14nm Bitcoin mining machine design.

Feb. 2016 | Completed 28nm Japanese imaging equipment design.

Jul. 2016 Completed 28nm networking equipment design.

Oct. 2016 | Established a subsidiary in Hefei, China

Dec. 2016 | Completed 16nm HPC equipment design.

Jan. 2017 | Completed 16nm networking equipment design.

Feb. 2017 | Completed 16nm high performance computing design.

Jan. 2018 | Completed 7nm Bitcoin Mining Machine SoC Design.

Jan. 2018 | Completed 16nm Artificial Intelligence SoC Design.

Oct. 2018 | Completed 12nm Al SoC Design.

Jun. 2019 | Opened new North America office.

Sep. 2019 | Completed 16nm high performance CPU design.

Dec. 2019 | Completed 16nm consumer automotive SoC design.

Jan. 2020 | Completed 7nm Al design.

Feb. 2020 | Completed 12nm networking application design.

Jun. 2020 | Completed 7nm HPC design.

Sep. 2020 | Completed 6nm Al design.

Dec. 2020 | Taped out first 5nm test chip.

Jan.2021 Issuance of GDR listed on the L uxembourg Stock Exchange

Jan. 2021 | Established office in Beijing, China.

Feb. 2021 | Completed first 7nm design for a high-performance computing application.

Feb. 2021 | Completed first 12nm design for an Al application for a major Chinese company.
Apr. 2021 | Completed first 7nm design Al application for a major North American company.
Jun. 2021 | Completed first 7nm design Al application for amajor Japanese company.

Oct. 2021 | Established a sub-subsidiary in Chongging, China.

Dec. 2021 | Established a sub-subsidiary in Shanghai, China.

Jan. 2022 Completed 7nm design high performance GPU application for a major North American company.
Feb. 2022 | Completed 28nm design high performance ADAS application for a major Japanese company.
Apr. 2022 | Completed 12nm design consumer application for a major Japanese company.
Aug. 2022 | Completed 16nm design automotive application for a major North American company.
Aug. 2022 | Taped out first 4nm test chip.

Nov. 2022 | Completed 6nm Al design for a major Chinese company.

Nov. 2022 | Completed 6nm networking design for a major Chinese company.

Jan. 2023 | Taped out first 3nm test chip.
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3.1.2 Major corporate functions

Department Name

Responsibilities

Finance Responsible for the Company'’s fund allocation and accounting treatments.
1. Handling al matters relating to the Taiwan Stock Exchange.
Investor 2. Make routine communications with investors (natural personsand juridical persons).
Relationship | 3. Hold Investment Conferences for potential investors.
4. Inviteinvestorsto participate in conferences.
Corporate legal affairs including regulatory compliance, commercial transactions and
Legal litigation.
1. Develop and maintain partnerships with strategic suppliers.
2. Negotiate the target price with suppliers to provide pre-sales support for relevant
departments.
Strategy Alliance| 3. Develop new suppliers or introduce competitive / high-end technologies from
current suppliers to achieve the cost-effectiveness.
4. Develop and implement all procurement policies and ensure efficient operations of
procurement and organizational interests.
1. Develop business growth strategy.
Business 2. New high growth application market development along with its solution
Development preparation.
3. Brand development in global markets.
E Desu an Complete the design realization from RTL or netlist to GDSII for customers.
ngineering
1. Provide design SOP, flow & methodology. Establish SoC design platform.
2. Circuit & customization. Define and optimize design SOP, flow & methodology.
3. Develop analog/mixed-signal silicon intellectual property. Customize high-
R&D performance/low-power digital circuit.
4. Provide customized circuit design services and technical support for business units.
Develop analog/mixed-signal silicon intellectual property.
5. Provide 2.5D/3D chip design solution and technical support to business units.
1. Develop and complete R&D direction aabjectives of the Company’sqauction
Manufacturing technologies.
Engineering 2. Provide advanced testing and packaging and solutions for product / component
engineering.

Japan Business

Japan Business development, customer services and project management of business

Unit units.
North America |Noth America Business development, customer services and project management of
Business Unit  |business units.
Chinaregion China subsidiaries management.
Management
Sales Business devel opment and customer services.
Quality System E(isigsns blefor the planning, implementation and management of the Company’s qual
Infrastructure Responsible for the planning, implementation and management of information

operations.

Internal Auditing

Assist the Board of Directors, CEO, and management in the examination and assessment
for the internal control system, measure the efficiency and effectiveness of operations,
and provide timely proposals for improvement as the basis for amendment on theinternal
control systems so as to ensure its sustainable and effective operation.

Human Resources

Human Resources management and devel opment.

Management
Office Control the whole administrative managemsmth as the Company’s administration
Management |general affairs, and safety & hygiene.
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3.2.4 Comparsion of theremunerationsto Directors, General Managers, and VPsin proportion
tothenet incomeafter tax from the Company and companiesincluded in the consolidated
financial statements in the most recent 2 years, and specify the policies, standards,
packages, procedures for determining remunerations and correlation with business
performance and futurerisks

A. The ratio of total remuneration paid by the Company and by all companies included in the
consolifated financial statementsfor the two most recent yearsto Directors, General Managers, and
VPs of the Company to the net income

Ratio of the Total Remuneration Amount to the Net Income After Tax (%)
2021 2022
Title Companiesin the Companiesin the
Consolidated Consolidated
The Company Financial The Company Financial
Statements Statements
Directors 2.72% 2.72% 2.22% 2.22%
GMs, and VPs 20.08% 20.08% 18.31% 18.31%

B. The policies, standards, and portfolios for the payment of remuneration, the procedures for

determining remuneration, and the correlation with business performance

(1) Remunerationto Directorsare determined by the position at the Company, participation, contribution
and aso the results of Directors’performance evaluation. The  criteria  for  evaluating the
performance of the board members covers the following six aspects: Alignment of the goa's and
missions of the company, Awareness of the duties of a director, Participation in the operation of the
company, Management of internal relationship and communication, the Director's professionalism
& continuing education and Internal control.
Remuneration to the company’s managemeare determined according to the Company’s regulations
and HR policies, while taking into account each individual’s position, performance and contribution
to the company’s overall operatioand industry standards. The remuneration of the company’s
executives is evaluated by the remuneration committee and submitted to the board of directors for
approval. The reumeration system and standard are reviewed anytime under the actua operation
situation and related laws to seek for the balance of company’s sustainability and risk control.
Correlation between the business performance and future risk exposure
We have established a Remuneration Committee to pay remuneration to directors and manageria
officers (including president and vice president). Remuneration is determined by the Remuneration
Committee based on the individual’'s education and experience, the general pay levels in the industry,
the individual's degree of contribution to the Company and operational performance, while taking
into account the operational risks, transaction risks and financial risks that the Company may facein
the future and in accordance with the relevant management regulations. The Remuneration
Committee meets at least once a year to review the performance assessment of the directors and
managerial officers as well as the remuneration policy, system, standards and structure of the
remuneration. The Remuneration Committee assesses and determines remuneration for directors and
manageria officers and proposes recommendations on assessment results, which are submitted to
the Board meeting for discussion. Therefore, there are no significant future risks.

)

©)
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3.3 Implementation Status of Cor porate Gover nance

3.3.1 Operations of the Boar d

A tota of seven (A) meetings of the Board of Directors were held in 2022 and the current year up to the date
of publication of the annua report with their attendance shown as follows.

. Attendancein Attendance Rate
Title Name Person (B) By Proxy (%) [BIA] Remarks

Chairman Kinying Kwan 7 0 100%
Director Herbert Chang 7 0 100%

i Johnny Shyang-Lin
Director 7 0 100%

Shen

Director Daniel Wang 7 0 100%
Independent .

) Mao-Wei Hung 7 0 100%
Director
Independent

. P Brian Chiang 7 0 100%
Director
Independent

o Binfu Chuang 7 0 100%
Director

Other mentionable items :

1. The operation of the Board with any of the following conditions, the date of Board meeting, term, agenda
items, al opinions of Independent Directors, and how the company handles opinions of Independent
Directors should be stated clearly :

(1) For matters specified in Article 14-3 of the Securities Exchange Act.

for the issuance of common shares
on January 13, 2021 for
participating in issuance of GDR
was approved.

The monthly remuneration scheme
for the Directors for the year of 2022
attached was approved.

The
Date of Opinionsof | Company’s
. from Conduct for
Board Term Agendaitems -
) Independent | the opinions
meeting .
Directors | of Indpendent
Directors
* The bonus scheme for the None None
employees and Directors for the year
of 2021 was approved.
»  The change of the entity for the
investment of Uniconn
Interconnections Technology Co.,
Ltd. was approved.
Thel1%in Was approv .
03/04/2022 2022 ¢ The change of the fund using plan
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The grant list of 2021 Employee
Stock Option Plan was approved.
The amendments to the “Guideline
for Acquisition and Disposal of
Assets” was approved.

The election of seven newly
Directors (including three
Independent Directors) at the
upcoming Annual General Meeting
was approved.

The prohibition on newly Directors
elected at the Annual General
Mesting to be released from the
participation in competitive business
was approved.

04/29/2022

The2™in
2022

Thelist of candidates of Director
and the review of qualification of
Director candidates was approved.
The grant list of 2021 Employee
Stock Option Plan was approved.
The 2022 Employee Stock Option
Plan was approved.

None

None

06/20/2022

The 3¢
in 2022

The election of the chairman of the
Company was approved.

The appointment of members of
Remuneration Committee was
approved.

The change of the accounting officer
of the Company was approved.

The subsequently ratification for the
amendments of 2022 Employee
Stock Option Plan was appoved.

None

None

08/26/2022

The4™in
2022

The grant list of 2022 Employee
Stock Option Plan was approved.
The 2nd capital increase to the
subsidiary in Guangzhou was
approved.

None

None

11/4/2022

The5Min
2022

The evaluation and appointment of
Certified Public Accountant was
approved.

The grant list of 2022 Employee
Stock Option was approved.

None

None

03/15/2023

The2™in
2023

The bonus scheme for the
employees and Directors for the year
of 2022 was approved.

None

None
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* The monthly remuneration scheme
for the Directors for the year of 2023
was approved.

e Theevaluation report for the
independence and suitability of the
CPA engaged by the Company was
approved.

*  Theamendmentsto the

“Corporate Governance Best
Practice Principles” , “Regulations
Governing Procedure for Board of
Directors Meetings” ,

“Sustainable Devel opment Best
Practice Principles” and

“Guideline for Acquisition and
Disposal of Assets” were approved.

» The prohibition on Directorsto be
released from the participation in
competitive business was approved.

(2)Except theformer item, other Board resol utions where Independent Directors have expressed opposition
or qualified opinions that have been noted in the record or declared in writing.

2. If there are Directors’ avoidance of motions in conflict of interest, the Directors’ names, contents of motion,
causes for avoidance and voting should be specified : Director, Johnny Shyang-Lin Shen and Director,
Daniel Wang did not participate in the meeting of the Board of Directorsheld on March 4, 2022 and March
15, 2023 for discussion and voting on bonuses paid to Executives due to avoidance of conflict of interest.

3.Theinformation of the Evaluation cycles, evaluation periods, scope and method of evaluation for the Self-

eva uation(or Peer evaluaton) of the Board of Directors:
Evauation | Evaluation | Scope of Method of Content of Evaluation
cycles periods Evauation | Evaluation
Onceayear | 1/1/2022~ | TheBoard | Theevauation | The evaluation was completed by the
12/31/2022 | and each of the board asa | end of first quarter of 2023. The

board whole and the criteriafor the evaluation of the board
member Self-evaluation | asawhole covers Participation in the
of Board operation of the company;
members Improvement of the quality of the

board of directors decision making;
Composition and structure of the board
of directors; Election and continuing
education of the directors; and Internal
control. Moreover, the criteriafor the
self-evaluation of board members
covers Alignment of the goals and
missions of the company; Awareness
of the duties of a director; Participation
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in the operation of the company;
Management of internal relationship
and communication; The director's
professionalism and continuing
education; and Interna control. The
results for the evaluations are both
between 5 (Strongly agree) and 4
(Agree). The board members all agree
the operation of board was good.

4. Measures taken to strengthen the functions of the Board (such as the establishment of audit
committee,enhancement on information transparency) during the current year and past year and evaluation
of measures :

The Audit Committee and Remuneration Committee were established on Oct. 29, 2010 and May 18, 2011
respectively and have assisted the Board in fulfilling its responsibilities in accordance with the Audit
Committee Charter and Remuneration Committee Charter.

In order to improve the operation efficiency of the board of directors, we have established “Regulations
Governing the Board Performance Evaluation” in March 6, 2020 to enhance the company’s board
functions.

5. The attendance of Independent Directors

©:Attend in Person; s¢:Proxy; * :Absent

Term The 18| The 2 | The 39| The 4" | The 5" | The 1st | The 2™
Name in2022 | in2022 | in2022 | in2022 | in 2022 | in 2023 | in 2023
Mao-Wei Hung © © © © © © ©
Brian Chiang © © © © © © ©
Binfu Chuang © © © © © © ©

3.3.2 Operation of Audit Committee

A total of seven (A) Audit Committee meetings were held in 2022 and the current year up to the date of

publication of the annual report. Records of attendance by independent directors are shown as ftiollows :

Title Name Ag:rn;in(c;)in By Proxy AEE;)e)n(:agizR;te Remarks
|ndD?$:Cntg?1t Mao-Wei Hung 7 0 100%
IndD?E:Cntgfnt Brian Chiang 7 0 100%
Ing?f:gg?“ Binfu Chuang 7 0 100%

Company.

Other mentionable items :

1. The main function of the Committee is to supervise the following matters :
(DThereliability and integrity of the financial report of the Company.
(2)Appointment(and dismissal), independence and performance of certified public accountants of the

(3)The effective implementation of the internal control system of the Company.
(4)Compliance with relevant laws and regulations of the Company.
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(5)Management of the existing or potential risks of the Company.
e Review financial reports
The Company prepared 2022 Business Report, Consolidated Financial Statements, and Dividend
Distribution proposal. The Consolidated Financial Statements have been duly audited by Deloitte &
Touche. The above Business Report, Consolidated Financial Statements and Dividend Distribution
proposal have been examined and approved by the Audit Committee.
eEvaluation the effectiveness of the internal control system
The audit committee evaluated the effectiveness of the policies and procedures of the company's internal
control system (including financial, operational, risk management, information security, outsourcing,
compliance by laws and regulations, etc.) and reviewed the periodic reports from the company’s audit
department, CPA and executives. The audit committee believes that the company’s risk management
and internal control system were effectiveness, and the company already supervised and corrected illegal
behaviors through a control mechanism.
e Appointment of CPA
In order to ensure the independence and suitability of certified accounting firms, the company evaluates
the independence and competence of the CPA based on the Accountants' Professional Ethics No. 10
"Integrity, Fairness, Objectivity, and Independence" and Audit Quality Indicators (AQIs).The
independence and competence of CPA Yi-Wen Wang and Li-Chun Chang of Deloitte & Touche was
deliberated and approved by the audit committee on November 4, 2022 and March 15, 2023.
2.The operation of the Audit Committee with any of the following conditions, the dates of Audit Committee,
sessions, contents of motion, the content of objection, reservation or major suggestion provided by
Independent Director, resolutions of the Audit Committee and the company’s response to the Audit
Committee’s opinion should be specified :
(1) For matters specified in Article 14-5 of the Securities and Exchange Act.

the Company was
approved.

The proposal of 2021
Dividend Distribution
was approved.

The business report of
2021 was approved.
The Internal Control
System Statement for
the year ended
December 31, 2021 of

Copter.lt of The conduct
objection, of the
Date of rzs:x:?gn Resolutions | Company for
Audit Term Contents of Motion J¢ of Audit the
. suggestion .
Committee : Committee comments
provided by from Audit
Independent Committee
Director
03/04/2021 | The 1* The consolidated None. They were | None.
in 2022 financial statement for approved
the year ended by Audit
December 31, 2021 of Committee.
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the Company was
approved.

The change of the entity
for the investment of
Uniconn
Interconnections
Technology Co., Ltd.
was approved.

The change of the fund
using plan for the
issuance of common
shares for participating
inissuance of GDR
offering approved by
the Financia
Supervisory
Commission on January
13, 2021 was approved.
The grant list of 2021
Employee Stock Option
Plan was approved.

The amendments to the
“Guideline for
Acquisition and
Disposal of Assets”
was approved.

04/29/2022 | The 2™ The consolidated None. They were | None.
in 2022 financial statementsfor approved
the period ended March by Audit
31, 2022 of the Committee.
Company was
approved.
The grant list of 2021
Employee Stock Option
Plan was approved.
2023 Employee Stock
Option Plan was
approved.
06/20/2022 | The 3 The convenor of Audit | None. It was None.
in 2022 Committee was elected approved
and approved. by Audit
Committee.
08/26/2022 | The 4" The consolidated None. They were | None.
in 2022 financial statement for approved

the year ended June 30,
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2022 of the Company
was approved.

The grant list of 2022
Employee Stock Option
Plan was approved.

by Audit

Committee.

11/04/2022

The 5"
in 2022

The evaluation and
appointment of Certified
Public Accountant were
approved.

The consolidated
financia statement for
the period ended
September 30, 2022 of
the Company was
approved.

The grant list of 2022
Employee Stock Option
was approved.

None.

They were
approved
by Audit

Committee.

None.

03/15/2023

The 2™
in 2023

The consolidated
financial statement for
the year ended
December 31, 2022 of
the Company was
approved.
The proposal of 2022
Dividend Distribution
was approved.
The business report of
2022 was approved.
The Interna Control
System Statement for
the year ended
December 31, 2022 of
the Company was
approved.
The evaluation report
for the independence
and suitability of the
CPA engaged by the
Company were
approved.
The amendments to the
“Corporate
Governance Best
Practice Principles”

None.

They were
approved
by Audit

Committee.

None.
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“Regulations
Governing Procedure
for Board of Directors
Meetings”

“Sustainable
Development Best
Practice Principles’
and “Guidéinefor
Acquisition and
Disposal of Assets”
were approved.

(2) Except the former item, other resol utions which were not approved by the Audit Committee but were
approved by two thirds or more of al directors : None.

3. If there are Independent Directors’ avoidance of motions in conflict of interest, the Directors’ names,
contents of motion, causes for avoidance and voting should be specified : None.

4. Communication between Independent Directors and Internal Auditors and Accounts (including major
items, methods, and results that were communicated concerning the company’s financial and business
situations) :

The Internal Auditor submits the Internal Audit Report to each Independent Director monthly for review
and reports in Board meeting quarterly for the audit operations and the implementation status. If there are
any special circumstances, the Internal Auditors will immediately notify the audit committee.

Date Communication material Result of Communication

March 4, 2022 2021 Q4 Audit report The communication between Independent
Audit Committee Director and Internal Auditor is well.
April 29, 2022 2022 Q1 Audit report The communication between Independent
Audit Committee Director and Internal Auditor is well.
August 26, 2022 2022 Q2 Audit report The communication between Independent
Audit Committee Director and Internal Auditor is well.
November 4, 2022 | 2022 Q3 Audit report The communication between Independent
Audit Committee Director and Internal Auditor is well.
March 15, 2023 2022 Q4 Audit report The communication between Independent
Audit Committee Director and Internal Auditor is well.

The Company’s Certified Public Accountant reported the audit results on 2022 financial statements
and other communication matters required by relevant laws and regulations in the meeting of the
audit committee on March 15, 2023. The communication between the Audit Committee and the
CPAs has been good.

Date Communication material Result of Communication
March 4, 2022 1.Reported the audit result for 2021 | The communication between
financia statements and had discussion | Independent Directors and

for the adoption of accounting principal | CPAs was well.
and the influence of the updated
regulations.

2. Reported the Internal audit result.
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March 15, 2023

1.Reported the audit result for 2022
financia statements and had discussion
for the adoption of accounting principal
and the influence of the updated
regulations.

2. Reported the Internal audit result.

The communication between
Independent Directors and
CPAs was well.
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3.3.4 Composition, responsibilities and operations of the Remuneration Committee shall be
disclosed if the company has a Remuneration Committeein place

The purpose of the Company’s compensation coreeiitto assist the Board of Directors in implementation

and evaluation of the Company’s overall compensatiorbanéfits policies and remuneration to managerial
officers.

A. Information on members of Remuneration Committee

Criteria

Number of
Other
Taiwanese
Public
Companies
Concurrently |Remarks|
Serving asa
Member of
the
Remuneration
Committee

Professional Qualifications and Work

|dentity Experience

Independence Criteria

Name
Mao-Wel Hung

Convener The Committee consists of three °

independent directors. Please refer to pages |Please refere to pages 12~13 in 0 (Note 1)
12~13 for their professional qualification |thisreport.
Binfu Chuang [and work experience 0

Committee
Member
Committee
Member

Note 1 : The Committee shall faithfully perform the following duties and present its recommendations to the board of
directors for discussion.

(1) Periodically reviewing this Charter and making recommendations for amendments.

(2) Establishing and periodically reviewing the annual and long-term performance goals for the directors,
supervisors, and managerial officers of this Corporation and the policies, systems, standards, and structure for
their compensation.

(3) Periodically assessing the degree to which performance goals for the directors, supervisors, and managerial

officers of this Corporation have been achieved, and setting the types and amounts of their individual
compensation.

Brian Chiang

B. Operations of the Remuneration Committee
(1) The Company’s remuneration committee consisthree members.
(2) The members’ term of office for this sessidfrom June 20, 2022 to June 9, 2024. Mr. Mao-Wei Hung,

the remuneration committee chair convened the regular meeting three timesin Y ear 2022. The records
of attendance of members are shown asfollows :

Attendance Actua Attendance
Title Name i Person(Ry | BY Proxy Rate (%) Remarks
in Person(B) (B/A)(Note)
Convener Mao-Wei Hung 3 0 100%
Committee . .
Member Brian Chiang 3 0 100%
Committee .
Member Binfu Chuang 3 0 100%
Other mentionable items :
1. The resolutions of Remuneration Committee :
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The date of The Motions Resolutions The conduct
Remuneration | Committee of the
Committee Company for
the comments
from Audit
Committee
03/04/2022 The 1% in + The bonus scheme for the They were They were dl
2022 emplovees and directors approved by submitted to
oy Remuneration Board and
* The remuneration packages Directors of
for the senior managers Board
(executives) for the year of
2022.
» The monthly remuneration
scheme for the Directors
for the year of 2022.
* The amendmentsto
the“Regulations Governing
the Board Performance
Evaluation”.
e Thegrant list of 2021
Employee Stock Option
Plan.
06/20/2022 The 2" in The convenor election of It was It was adopted
2022 Remuneration Committee. approved b_y by the
Remuneration Company
Committee
08/26/2022 The 3¢ in | The remuneration package | It was It was
2022 for the newly accounting | approved by submitted to
officer of the Company. Remuneration Board and
Committee approved by
Directors of
Board

2. If the Board of Directors declines to adopt, or modifies a recommendation of the remuneration
committee, the date of board meeting, term, agenda items, results of resolutions of the remuneration
committee, and how the company handles opinions of the remuneration committee should be stated
clearly (If the remuneration approved by the Board of Directors is better than the recommendation of
the remuneration committee, the difference and the reason should be stated clearly.) : No such situation
occurred.

3. If resolutions of the remuneration committee are objected by members or become subject to aquaified
opinion, which have been recorded or declared in writing, then the date of the meeting, the session, the
nature of the motion, all members’ opinions and the response to members’ opinion should be specified :
No such situation occurred.

-40-




Aldwos ues Auedwio) ayy Jo puucssed | eyl ainsue
01 JopJo u| :2oueljdwod s pue J1LoU0R eIo0S ®©
:0URUIBAOS) 81210dI0D)
"90IAJBs pue s1onpoud Jo Alifenb anoidwil 01 Ajenuue
fonins A1010ejSIles BWoISnD 10Npuod ApfeS 1npold ‘q
MSI Yieay s,29ko|dwa aanpal 01 A nbal uoifeu ILRX
yieay oaofodwe spnpuod  ose  Auedwo) 8yl
"ABIes ruoIRdANI20 JO aBPS|MOUY STRUILLSSSIP pue |[[LIp
Bunybiy aay aredpned Ajreinbes AveS ruoiednidO ©
ONSS| RI100S o
"Uo1ONPaJ UogLed Jo eob ayl ansiyde 01 Aaijod
Wwewalfeuew alsem JBUYI0 pue uononpal uoged Bunniexe
pue Bunowoid sdsey Auedwo) 8yl BNSSI [RIUSWIUOIIAUT e
‘Mo jeq se si Aa1jod Juawiefeurew ay | *Auedwod ay)

¢Aoueulonob arlodiod pue

A1B100S “JUBLLILOIIAUG 3U] 0] UO[1eJop ISU0d anp aAIb ose
‘s11joud pue suoresedo ajqeueisns Buinsind ajiym ‘pue
SJop|oysyes Jo Ssaelul pue s1ybli ay) 01 UOITRIBPISU0D
anp aAIb ‘suoiresedo sseuisng pue saulepinb

Jojsodpuld a21n0e.id
1599 wewdopreq

3|qeurlsns,ayl
wioJ} suoirIne(g

udoeUeWwa |dw| Jo snkeiS

"BUON | JO SBlRIpISgNS |[e Sassedwoous JusweBeuew Xs14 Jo adods ay | A WBweBeuew arJod.iod s11 ul ‘Auedwod ay1 seoq ||
104 1uswdo prep
a|ceursnNs ¢ésseq alpolied e uo sI01aIIa
ay1 buiojus JO pfeog a8y} 0} 1odal 01 pue ‘si013841Q JO preogd
pue Busodo.d ay1 Ag 118 |puey 01 pazLioyine aq uswabeuew dol aney
joabreyo ulaq “quswido jpAep a|qeueisns ayl Buniojue pue busodo.d
0] 11Un Ue pays||ge1se Jo abeyd ulag 01 11UN PaRIIPSP (A US.INdUod
10U Sey Auedwiod ay | A 10) ApABN[oXe Ue ysi|geise Auedwlod ayl seoq °|
suoseoy
pue  saiuedwo)d
o117 Xad L/ASML uondiosea pug ON | S9A

w1

"uorejuswe [dwi

JO 9e1s U] pue ‘SallIANTe pue Salll|iqsuodsal e1oos a1eiodiod Jaylo pue ‘Yieay pue Apjes ‘siybil tewny ‘sisaeiul pue siybil JBuwnsuod ‘sisaeiul a1jgnd pue eioos
‘A12100s 01 S301IAIBS ‘AB120S 0] SUO NN LIUOD ‘Uoited i ired A UNWILLIOD ‘U099]04d [RIUSLULUOIIAUS 01 198dsaJ UY1im paidope sey Auedwuod syl 1eyl SSInseall pue SWaisAS

Suoseay pue

«Saluedwo) palsi] X3d L/ISML 10} sa|doulld a1eId Isag Juswdoprad a|qeureisns, syl Wolj suoieinaq pue juswdopreda|dqeureisns §e'e




uoged uo a/a ue deay ||Im Auedwiod 8yl 'SUOSSILLS UoQ.ed

"BUON A Joremasem Jo 1ybiem 101 pue uo ndwnsuod eem ‘seb
pUe uoiteAlesuod ABisue Joy feob au es sey AuedwoD ayLy -ssnoyusab Jo SUONISS W 8y JUNod Auedwod syl seoqy
¢ReW D JOo senss|ay) 01 pale Rl S| YdIym uoide axel
SISO N0 L0 PASO[3S P pue UONJe Lsdes pue s feousiold pUe 21NIN} pUe MOU 0} 80UeYD pue YsH felousiold ayy
‘suop| U} SH uo sbeyo srewi 8y pareners sey Auedwod syLe A S} uo abueyo afew 1 ays akenens Auedwod sy seoq e
‘uonnjjod eusNpul Y10 Jou ‘swdinbs uononpoud . .
Jayio eyreu sey Auedwo) ay eyl os ‘Buisal pue ‘Buibexded
‘Uoireolige) Joem Bulpnpul ‘Buinosino ybnouyl |. ¢ JUBLILIOA IAUS BU)
a.e BuLissuIbus uononpoid Ssew pus-xJeq ayl 01 SUONN|oS ay L U0 19edWi MO & SRy TeY) SBLIBTRW 3|qeMaLS ) =N pue
guoN| ©9Jes FUN YIIM SIeolsnd sap Inoud Ajurew Avedwod ayl g A fousiye ABieUS asel 0} JoAespue AuedLod 8y} S90q °Z
"UO0119NPaJ Uoged puUe uoreAJesu0d Abisus
10} (eob ay1 anaIyde 01 a1sem Aleliues aonpal pue ‘UoITRABSU0D Ausnpul
ABJous pue uonN39104d RIUSLLLOIIAUS UO SN0 Ajsnonunuod S11 J0 SOISLIBITR LD U} U0 paseq WoIsAs EwEwmmcmE.
SUON aM ‘uonn|jod RuIshpuUl ou Sey Auedwo) ay1aouis T A " JueWwuoy inus Jedoud e usi|qerse Auedwon ay se0q ‘T
SaNSs| feluaLIUOIIAUT “[ ]|
'SNss| pele pJ-101SaAuUl Bul|puey
Jo] ojgsuodsal sI Auedwo) a8yl Jo uocsiedsexods
3yl ‘uonippe U] 'SANSS|I  UJBOUOD  JBYl dpuey
pue puodsal Apedoid pue sieploysdels J0j MOPUIM
UOITR0IUNLILWIOD © dNn 18 :UOIRJIUNWWOD Pp[oysXelS 2
S
20NpaJ 01 SJ0138.11Q Wepuadapu| pue Si013e4Ig o)
aouelInsu| O seseyaind Ajenuue Auedwo) ayl (2)
'$1013941 01 UoITeW.ojul
pue suoirnBol arpdn pue Buuen apinoid (T)
'S1010941Q Jo suonounjayl usyibuess 'q
"powBWR [dw 1 SI |0JU0D UL BY) pue dn 18s
3.1 SWIOU [eJuaiul 8] ‘suoire|nbal pue SMe| JUeA R YlIM
suoseay
pue _soruedwo))
polsI1 Xad L/ASML uonduoseq jeug ON [SOA

JojsoidipuLd sondeid
1599 WwewdopAsQ

9|qeursns,,ou}
wioJj suoieineg

udoIRIUBWR [dw| JO SNRIS

wiel|

-42-



J1ddnsays 4| uswissasse Joi|ddns ay) Ul pJo3s. yons papnoul
Sey pue siybu Joge Jo yiesy pue Apes [euoirdnaoo
‘uonoeloid  plBWUOIIAUG Byl uo  1oedwi  seIlddns

[EILUSLLILOIAUS JO S9NSS1ay) Ul a211eld pue suoirnbal
Wwenspl ayl mojjol o1 seiddns ayy Bumse Joj Ad1jod

'BUON | e JO pIodas Aue sI akey) Byweym ssssasse Auedwo) ayl ‘9 A wewefeue 1 Jo1ddns syl ysi|geise Auedwod sy seoQ *
¢Sue|dwod Jewnsuod Bundsode Jo) ainpado.d
pue s1sa.eiul pue s1yb 11 JBWNSU0I Uuo saidljod Juens pi
'SIS9.01UI pue S1yb1 ,ewnsuod 10910.4d 01 a1isgem Auedwiod USI|CeIse OS e puUe Sa0IAIES pue s1onpo.ud s1i Jo Bulpae|
3Ul U0 UONJBS Skepjoyexels ayl B uonoss adsuensllb e pue Sunaytew ‘Aoearid s Iowoisno ‘Ajojyes pue
19s pue Jure[dwo)) pue uonoeJsnes Jomwoisn)) J0j saInpadoid,, [)[BaY S,IOWOISND O} I0J SQUI[IPING [BUON)RUIOIUL PUL

"BUON | pausI|gelse Sey Juswiledop WwdsAS Afen() s Auedwo)) ayJ ‘G A ‘suoirnBal ‘sme| 1uens p mojjo) Auedwiod syl ssoq -

“S[IDIS pue sanquiie qol s, 994K01dwd yoed

uo paseq Bulu el JueAs i 8yl Jo uoiriuswe [dwi pue Buluue|d ¢SovAo|dwid S11 104 S|| IS 49910 B1S0} 01 Sswelboid

"QUON 100180 JOo o3reyo ur are syuounaedop YH s Auedwo) oyl A Buiure aAnele usigess Auedwoo syl ssoq

'SIUBPIDJe [euo1lednoo0 Juanaid 01SIseq fejnbal

B U0 juswuolinue Bunjom Jo Apfes uo Bulures) saziueblo ¢siseq e nfal e uo ssako(dwie s11 1oy yiesy pue ‘A fes
pue ‘uoleuiLEXS Yleay S1onpuod ‘sseAoldwe  Jno U0y uo Bulu e aziuebo ‘ssaAo|dwe S11 10) SJUBIUOIIAUS

"QUON | SIUBLLILOIAUS MJoM [njylfeay pue afes sapinoid Auedwod ay] ¢ A MJoM [nJyrieay pue afes apinoid Auedwod sy seoq -
¢uoleeunwel
82/0|dws 8y Ul sjusWBAS IYJe 10 aduewLIo Jad
*Auedwiod ay) Jo uonNgUISIP PUSPIAIP JO suoienbal ay) ssauisnq aeJod.od ay) 1988 pue (S1isusq Bylo pue
Y1IM a2Uep.oade Ul ssa/fo|dws 01 Bulreys 11joid panss| pue ue|d Sanes| ‘uolreleunwial Buipnpui)ue|d 11jeusq sakodwe

"BUON | 11j)oUaq saA0|dwe & pajuswe |dwl pue s sey Auedwo) ayl Z A d|eucseal e Juswe [dwii pue 1es Auedwod ayl seoq
'sooAo|dwie Jo S1seelul pue SIybL arew niBo| ¢SIybBIy uewnH
109104d 0] poIed0| 8fe SBLRIPISNS dJBYM SMR| Joge| Uers Pl 10 ||19 feuoIeUBIU| BY) PUe ‘Suoie|nfal pue sme|
U}IM 80Ueplodde ul sainpadotd Juswefeuew Sae|nwio) pue WweAs pJ Yyiim aoue||dwod ul sassado.d pue saidijod

"UON | S11jouaq aa/0|dwie 01 pare Rl ske1ewW Yrimseap Auedwod ayl ‘T A awabeuew 1uens p. 1dope Auedwod ayiseoq ‘T
Sanss| [B100S Al
¢uewiebeuew a1sem Y10 Jo BIeM pue uoonpal
"0£02 Aq peay Jod uononpas uogtes Jo seb-asnoyusesJb ‘uo1oNPal Uuoged pue Uo IlRAJBSUOD
06E 22y 01 Ue|d pue ‘uswialeuewl a1sem Jay1o pue uoionpal ABJous o) somijod ay s pue sseak omy 1sed ayl Ul
suoseay
pue _somedwo)
PoISIT X3d L/ASML uonduosed pug ON | S°A

JojsodpuLd aoneld
1599 wewdoprag
9|ceuresns,,ay)

wioJj suoieineg

uooeIUBWS [dwl| Jo sn1eIs

wal|

-43-



SJo1IeW 1UBAS P 1 3|pLURY 0] W) MO|[0) pue ‘saol1oeid
[eloJaWwod Pool ysijgeisa 0] Jajjo pue Juswdmap punos pue juswabeuew [eaIyle Jo ainndarelodiod e 181so) 0] ,Juswabeuep
[e21y1 1o} SaullapIing pue sainpadoidreuoneladQ, ayl parejnwloy sey Auedwo) ayl : sucseaypue saiuedwo) paisi]x3d1l/aSML o)
so|diound 90n98d 1sag juswabeue|y a1elodio) [eaiyig, ayl woly Aouedalosiq pue juswsebeue |\ arelod o) [ed1yl3 Jo uolriusws|dw | 9'e'e

"Pe129 Je S109 (00 puUe Sa11LIou W paelueApeSIP A|[R100S J0J 3l 01 8W I WO Selidlew Jo SUoITeUOpP PUe S3IANTe Buiskelpun) ssyoure| Auedwo) ayl (2)
‘PlIOMaY] JO Uz e Se AlljIgIsuodsal [elusUoIAUS S||11NJ pue s1onpoud Ajpusii) AjeiuswuoliAue Jo Allenb jus|eoxe apinoid 01 S1i01e axew

0] senunuod Auedwo) ayl ‘ureyd Aiddns usaib ul Jeulred s11Se g00Z Ul Auedwiod Sseo-pliom e Wod) UoIRIILIIeD Bullked Usalo) panidal Auedwo)d ayl (T)
“uoIejusWws [dwil JO S7e1S BU) pue ‘SSlIAITR pue Sa i |Iqsuodsal [e1o0s
972100109 JoYl0 ‘Yijeay pue A1 fes ‘siybil uewny ‘s1saseiul pue siyb Ll Jewnsuod ‘sisaseiul o1ignd pue 100s ‘AR 100S 01921A8S ‘A1B100S 01 UoIINg1uod ‘uoiredninred
A1unwiLiod ‘uo1399104d [eIUBLILOIIAUS Se yons) Juswido pAsd a(deueisns JO uofejuawus [dw syl puelsiepun Joad dpy pInoOM Yo Iym U IFewIojul Jued i ub s Byl 1A
"uawdo jpAsp a|qeu reISNS
pdWIOD 9y UO SJanew 1ueAS|al 9|pury opsaulid yons pamojjol pue sa|diould adnoeid 1sag wewdo prag a|geueishgl paysljgelsa sey Auedwo) ay

- s9|dounid ayy pue Josseyy uoiresedo sy ul Aouedsiosip ayy Areso sels ases(d  soiuedwio paisIT X3d L/ASML
1o} sajdnulld 8ongeid 1s9g uswdopAaq a|geu eSSyl Yim adsueplodde ul sajdipund Aljigisangeioos a1eiodiod umo s sarebjnwoid Auedwod ay J| “IA

" S9[dulid 8ondeld
1599 wewdopAsg
dlceuesns,, "Aked paiyre Aq pa1411Je0 Jo pa1j1LIBA ‘paInsse
B} U0 paseq solew usaQ Paso s Ip 1odal 8yl SeH ¢, 9pInb o uolrfeda.d
parkpI Alljiqeurlsns Bulusenob pasn-A|jeuoifeussiul ayl 01 bule el
arJodiod Y1m "Jiodey AQ uoirewIoUI [eIOURUIJ-UOU 8S0|3SIP puUe 1iodey
Seap Auedwo) ayl | Alljiqeuresns arlodio) ayl asedaid 10u seop Auedwo)d ayl| A Aljigqeuesns arlodio) syl aredaid Auedwod ay1 ssoqg " A

‘aJjedooo huoj|
OU [|IM S90URISWINDIID SNOLIBS Ul 8fe OYM SOy} pue ‘awil

Jo pioied paliwi| e ulylim wawaroidwii 1o} Yse pue Bulutem ¢csybu

e anlb |im Auedwio) ay) ‘suoirnbal parpl 8yl SSR|0IA Joge Jo yieay pue Al jes [euolirrdnado ‘uoinoseioud
suoseay
pue ,saiuedwo)d

posI T Xad L/ASML uondiossq pug ON | SOA
lojss(dund sonseid wel|

159g uawidopreQ
9|deuresns, sy}

wioJj suoirIneg uooIruBWS |[dwi| Jo sneis

-44-



Auedwio)d 8y ‘PNpuod ealyle Ser|oIA Asnoles uoirlodioD
SIyl Jo puuocsid Aue ]| ‘N0 weyl ALed pue ‘aulidiosip-)es
pue SOIyP JO S1daou0o  saokodwd 2ouequo 0} SISIN0d Sururen
soziuehio Ajpolpoliad Auedwo)d ayl ‘splepuels oI pue
[€39] 1soyS1y o3 s)99W JONPUOD JNO JBY} 2INSUI 0} , JOOqapIne)
UONOY puUe S2INPad0.d euoIRBdQ 30n3eId 199 uswebeue |\
gerodioy [eorpg,, oy ur diysiosuods O SUOITRUOP
oiqeyeyd 1ddoxdunr jo uwoniquyoad,, ¢ suoneuop [eonrod
[e3oqr jo Suuopo jo uoniquoid, ¢  sjuowked Funeyroey
Jo womiquyoxd,, ¢ _syyouoq 1odordwr Aue jo ooueydoooe

£10Npuod eaIypeun wenaid 01
padJojue Ajnp ate yoiym sainijod uess p. ul sainpadoid
U |dWwOod pue uoIe|[oIA Jo adusnbesuod ‘saulppIinb

so|dpuld 8019eld
1599 awiabeue |\
arlodiod eoyi,,
aU1 wou) Aouedalasiq

uomeluawe|dwi| Jo sneis

'UON| Jo Suueyo jo uoniqmyoid, pajendns sey Auedwo) oyr'e A ‘sa1npaoo.d uoireiuews [dwi 18s Auedwod syl ssoq's
(. J00QapIND UONOY PUB SAINPad0id [euonerad(
0013081 159d JudwdFeuRIA 9jerodio)) [edyiy,, Yl Jo
L3V ‘2 ydeifeled ui yuoy s onew Aue pspnioul
ases| e ale YoIym sainseawl anuana.d 1dope osfe pue
"JoNpuod [eoIyIBUN sweJboid uonuanaid ysi|geiss pue ‘1oNpuod [ed1yPeun
1sURele WsIiueyssw ul panjonul Buieq Jo ysu Jeybiye e ale yoiym adoods
JuBUSSasSe SSaU 1SN 8Y) UIYIIM SB11IA 1T SSauishq Siseq Jenfal e uo
M¥Slle 185 10U 'swelfo.d uonuana.d paendis Sey INg ‘10NPUOD eI IYPUN SSasSe pue azA rUe ‘10Npuod RaIyeuUN 1Skebe Wsiueysew
sey Auedwo) ay] | 1suefe Wsiueydsw JUSWISSaSSe sl e 18s 10U sey Auedwo) aylzl A JUBLUSSSSe Ms e Usi|aelsa Auedwiod ay1seoqg
epuebedo.d Y10 Jo ‘B1ISgeM
Auedwod ‘spodal enuue ‘sajny euleiul ulssnljod uswebeuew JApande saijod ayy Bunuswedwii 1oy
oyerodiod feorpie s Auedwo) oyl pasojdsip pue Saiuedwo)d SOAI109XT puUe SI010941Q JO pfeod syl Ag s ILILWIOD
paIsI X3d L/ASM.L 10} sajdioulid 801eld S99 JuswisBeue N 8y pue AuedwioD 8y JO SIUBLLINJOP [euB1xe
sriodioD oIy, OYF YIM  dOUBPIOOdE Ul MOOGepPIND pue s3|nJ 8y} ul uoide ‘saoljod Juewabeuew ed1yp au)
UONOY puUe S2INP3a20.d euoIRBdQ 30N%eId 1599 uswebeue |\ AJ109ds AJxea o pue preog ayl Aq panoidde sey yoiym
'BUON/| arJodio) oIy, Yl pausiigers® sey Auedwo)d ayl'T A Aorjod Jueweleurew [eaiye sy jes Auedwod sy1seoq T
suwrelbo.d pue
sa0Ijod Juswafeuew a1e10d109 [eIIYP JO JusWIYSI|aeIsT |
Suoseay ayl pue
S31uedwo) paisi
X3d1/ASML 104 uonduosaq pug ON | SOA

wal|

-45-



a1 ‘ssausng Auedwo)d ayl Bunonpuod usym Siuesaldal aysey
eyr Auedwod ayy pue Jesiy/ieswiy BUIAjOAUL SISIXS 1S90l
1O 1211Juod nusiod e eyl Senodsip Auedwo) ayl Jo puucsied
e J|'lesodosd 7oyl uO 810A IO UOKSNISIP a8yl ul ardied
10u Aew ‘paoipniud aq pjnom uoirelodiod SIYl JO S1SeRUI
3y} Teyr pooy!x!| e si 8yl aeym ‘pue Bunssw ay) ul axeIs
a1 Jo s1adse uenodwi ayy aris |eys J013a41d eyl ‘Bunsew

a1 e [esodoud e ulayels e sey 10199413 e Usym eyl . o0oqapinn ¢1N0o wayl
UOIDY PUe S3INPad0ld [euoiredO adndeld 1509 uswabeue |\ A11ed pue ‘sueaw aelidoudde Joyjo ‘1sae1ul JO S1011Juod
'SUON| akJodioD [edIyid,, 8yl ul parls Apesp sey Auedwo)d ayl'e N Bunuanaid 1o} sod1jod 1dope Auedwiod ayl ssoq'e
¢ (Jeake aouo 1589 | R)SISeq e Nl e uo S101391IQ
‘uolreluswa |dwi jo Bulioliuow 10 pJeog ay1 01 UoKIAKRANS JO SNIS 8yl pue 1oNpuods W
3yl pue ‘suodas Jo Bully pue Buipiodtas 8yl ‘ssulpping JoJ swelBboud uonuanald ay) ‘Aotjod Juswieleuew eoIYPe
‘Aleoipolede| pue saunpadold euoieledD oyl 01 109dsal Ylm S9IIAISS S11 Joda. pue ‘uswelbeuew e21ye ay) bunowoud
pieod ay1 01| Alosiape pue ‘uoleidielul ‘uoieluswe [duw ‘JusLpuBLLE By} JO Jo}9|qsuodsal pue s1010a11Q JO preod syl sepun
syode. Auedwod ay || abreyo ulag 03 1un paredipap Ajpusainouod e sey AuedwoD aylz| A S17ey} 1un pajedipsp e usi|oeise Auedwod ay) seoq-g

"139e.J3U09 3Y] JO SUONIPUOD PUe SWd] 3yl Jo sied Adijod
Wwewelfeuew ROIYP PaRPI dYl SOARSHO pue ‘Juswebeuew
[eorge s Ayred 10130 o) Jo snyeys oy Jo Surpuejsiopun y3noioy e
sueb sfeme Auedwod ay) ‘Anked Jeyloue Yiim 13enuode Buiubis
910J5Q ‘UonIpPe U] "10NPU0I [B21YIBUN U JUSWBA|OAUI JO PI03DI

e sey Aled ayl Joymwym sukrledse pue sbulfesp [e10JeWwLod ¢S19e11U00

ul A1redeunod BYI0 Jo ‘Jewosnd ‘pijddns “uebe ue Jo Aoijod SSouISNg 8yl Ul Sasne o pare U SaIYIe pue 10npuod

Wwewabeuew [21YRP pue Alljeba| syl seenens sfeme Auedwo)d SsauIsng apn oul pue Yy1im diysuo e el ssauisng sey
"auoN| ay1 ‘Arred seyioue Yyiim diysuoireplassasusnge buidoprspaioeg T A 11 WOYM JO SPJ0JaJ SIIYP ay] ssasse Auedwiod syl seoq'T

Wewalfeuew [e21ye Jo uoiriuwswa [dw| ||

-46-

‘uoiriodiod
Jo sainpaoosd pue Adnjod puucsied Byl Jo suolrnbal
pue sme| a|ged1jdde yiim aouep.looade ul JuswAo|dwe Jay Jo siy
aleu i) Jo uonsod ey Jo siy wou) jpuucsied syl SSILSIP |feyus

suoseay ay} pue
S31uedwo) paisi

X3d1/ASML 10} uonduosaq pug ON | S9A
sa|dpulld 8011%e.d w1
1599 Wewslbeue \
akJodio)d eIy,
aU1 wou) Aouedalasiq uomeluawe|dwi| Jo sneis




"UON

[ew-3 Jo auoyd ybBnouyl uodas Ued BMOCR[ISIYM Aue
10 39/0|dws 8y °..$1oNpuo)) 1SOUOYSI(] pue [eIoWW] ‘Te[nSoLI]

Jo suonen3ay Sunaoday,, ay) paysligese sey Auedwo) ayl'T

JWRISAS BuIMmo|g-aisiym ajpuey 01 puucs.ed paredipap
arudo.dde uiodde pue ‘spuueyd Buimo|g-aisiym
JUSIUBAUOD US1|geISe ‘S9Insealll SA1USOU | pue WalsAs
BuImo|g-aisiym ae.ouod e 1dope Auedwiod ayl seoq'T
SWRIsAs Buimolg
- 9[IsIym s Auedwod ay) Jo uoiejusws [dwi Jo areIs'|||

"SUON

"UON

's9a/0|dwe 1o} weweleuew ea1y» ay) uo swelboid

Ssousfeme pue Buluren seziuebio Ajpoipoued Auedwo) ayl g

"WRISAS 10U0D [eUBIUTBY)
1O SSBUBA 1139448 81 MB1A81 01 A|lenuue JUBLUSSaSS -} BS [01U0D
1PNpuod 0] palinbal ose Bk salkIpsgNS pue suawLedop
e ‘uonippe u| sIeq keNBdl B U0 Wes) Juswebeue |
pue preog a8y} 0} sanss| [elpswes pue sbulpuly ipre sy
suodas Ajpusnbasans pue sue(d 1ipre enuue Soie|NwLIoy I} PNy
eue| 8y L 'ssiuedwo) 21lgnd Aq swesAS [01u0D feussiu|
J0 Wwawusiiges3 bBuluenoD suoienbey ayl 01 HBuipiodde
poINdaXe pue pausligelse sey [onuod Jewrdul s Auedwo))
oyl ‘suonemis ssouisng [emoe s Auedwo) oy pue (DSI)
uossiwwo) Alosiniedng eloueuld ayl Aq paziubodal se ((D1S)
dNWwWo suolepideiu] Bulpuels ewioy ayy Jo (D14d1)
sOnIWWo) suoiepidie| Bunlodey [ROURUH [euolRUBIU|
ayy Aq pedopnep suoneRidR| pue ‘(SVI) Spepuels
fununoooy  [euoieue|  (SHdI) spiepuels  Buiodey
[eloueUlq feuoieuRIU| ‘SleNss| SB111INJSS A SLodey [eoueulH
JO uolerkdald ayl Bulupros suolrnboy ‘v abueyoxg
S9111IN03S ‘10 Auedwio) ayl suoirnbal pue sve| a|gqedl|dde

0) SULLIQJAI PAYSI[RISY ST WR)SAS Sununodde s Auedwod ayl

'suononssul sedoid yiim puuocsied ayl epiaoid |feus JosiAledns
akIpawWI| 8y} pue “1deq 1PNy 8yl pue JosiAedns sk ipawiw|
SIy Jo Jay ylog 01 sle1ew juerspl syl 1odsl |eys puucsed

Juswisleuew IIYR 8yl Uo Ajeulelxa pue Ajeuseiul
Buiuren aziuebio A|eaipoled Auedwod ayl ss0q's

¢lpre ayy no Aired
0] JURIUNOJJe 21|gnd Pa1411Jed e 8AeY IO 10NpU0I eI IyIBUN
10 850 3y} Bunuaraid Joj aoue1jdwod Jo uolenlis
3] SUILLIEXS UBY) PUE YSLI S,10NPUOISIW JO 1|NSal
JUBLLSSaSSe 8y Uo paseq Ue|d 1ipne palke el ay) 1es 01
1UN 1Ipre [euJeiul syl aney pue ‘wswefeuew aklodiod
[e21ye a1e1I|19e] 01 SWBISAS |04U0D [eulolul pUe SWIRISAS
Bu nunooge annds e UsIgeIse Auedwod syl seody

suoseay ay} pue
S31uedwo) paisi
X3d1/ASML 1o}
sa|dould 8o1%e.d
1599 Wewslbeue \
akJodioD eoIyi3,,
aU1 wou) Aouedalasiq

uonduoseq pug

ON

SOA

uomeluawe|dwi| Jo sneis

wal|

47-



‘Juouwdgeue [ed1Y39 Jo Judwdrduir 10p30q s, Auedwo) ay) 9AdIYOE pue ddULYUD 0) Julle

‘91ep-0)-dn pue passarSord 1doy Suraq st J00qaPIND UONOY PUL SAINPI0I] [euoneIdd( aonoel] 1sog juswoSeue]y djerodio) [edmyyd,, s, Auedwo)) oY) 2INSuUd
01 JopJo u1 JusweBeuew a1elodiod oyl Bulueduod suoire|nbal [euoifeusslul pue [edo| Juensp. Jo Juswdo pAsp ayl Uuo 8/s aso|d e sdeay sheme AuedwoDd ay |

. (sordround 9onoeid 359q Juswdgeuewr 91e10dIod [eo1YId uMmo s Auedwos oy Jo uondope 10§

wewaAoidw pue mainal ‘Buiurel syl ated psed 01 wisyl 01 uoirliAul ‘sielddns uonJesue ] ssausng 0] JuswefBeuewl a1eiodiod [edIYle syl 81e30Ape 01 saidljod
pue aAjosal soruedwoo oy} se yons) juswabeuew a1e4odiod [eolyP Jo Uoirelsws (dwi ay) puesepun Bieq dpy Pinom yoiym uoifewoul weoyiubs Bylo’IA

‘900 Se UMOUS ae s|epQ : sa(dioulid ay) pue Joaseyl uoirsedo ayl ul Aouedelssip syl Ajea o akes asea|d ©  saluedwod pasi X3d 1 /ASML 104
sa|dould 92119e1d 1599 uswileue |\ a1eI0dI0D [ed1Y1T,, AUl YIIM 29UBpIoddk Ul sardrjod juswadeuewr 9)e10dI09 [BIIYId UMO SII PAysI[qeIsd sey Auedwiod ayy | "A

"0 ‘@.nsoasip 21jgnd
Alonels Jeylo ‘soueusenob aelodiod Jo uoiriuswe [dw i ‘Siuswelris
[eloueul] 19| ayl Buiprebal uoifewojul 8yl 8s0oSIp 01 panuiuod

¢WeISAS 1504 UOIRABSIO
BRIN 3yl pue alsgem Auedwod ayl uo uonowoud Jo
SSOUBA 199 18 3y pue sa [d ouid sonde.d 1s9q Juswiafeuew

so|dpuld 8019eld
1599 awiabeue |\
arlodiod eoyi,,
aU1 wou) Aouedalasiq

"SUON [pue (oS dIyd e’ MM/7-dny) a1sgem e dn 1es sey Auedwod ay L A [PrIodIod [eolye S1 Ssopsip  Auedwod 8yl se0QT
uolfew.o u| Jo ainsoosiq Bupueyug: Al
‘BuImo|g-aisiym Jey} 01 8np suonde Areuldosip
akudoiddeul woiSeMO|g-0 1S IyM 19910.1d 01SMO[g-3[1SIYM 0] SBUIMOg-BISIyM J11BY] 01 8NP
pakp. uoITew.ojul AU J0aINso oS Ip WoJ)S1igiyold pue siemolqg suonae Aruldiosip arudoiddeul wou) S;emo|g-o 1S Iym
"BUON| -91SIyM J0oJ WSIUeysaw A1l nuep1juod ayl sydope Auedwo) ayl's A Bunoelo.d Joj saunsesw 1dope Auedwiod ayl seoq e
'solted parpl Jo) Ageand WIS ILeyosw
pue uolewlojul feucssed 109104d 01 WeSAS BuiMo|g-oISIYM Allenusp1jucd 1uens p. pue uoirbiissaul ay) oie dn
B papnjoul YadIym S19npuo)) 1souoysi(] pue [eroww] ‘e nboll| -MO|[0} 8Y] ‘1ONPUOIS W paiodal JO uoIebISBAULBY} 10}
'9UON| JO suoirNBey Buiodey,, Y1 pausiigese sey Auedwo) ayl'z A | s2inpaocoud Buiresedo prepuess dope Auedwod sy seoq'g
‘puuocssed
POIROIPSP Y} 0} B0WRPIAS Juerdpl yum (woddiyor@y|)
Suoseay ayl pue
S31uedwo) paisi
X3d1/ASML 104 uonduosaq pug ON | SOA

wal|

uomeluawe|dwi| Jo sneis

-48-



3.3.7 If the company has adopted corporate governance best-practice principles or related
bylaws, disclose the methods of inquiry for such principlesor bylaws

Principles or bylaws can be referred through the Market Observatory Post System.

3.3.8 Other significant information that will provide a better understanding of the company’s
implementation of corporate governance, if any, such information may also be disclosed

None.

3.3.9 The section on the implementationof the company’s internal control sysems shall

disclose as belows

A. A Statement on Internal Control : Details are shown on pages 57 and 58.
B. Where a CPA has been engaged to carry out a special audit of theinternal control systems, disclose
the CPA audit report : None.

3.3.10 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, if the
shareholders equity or the stock price of the company would be impacted by the
penalities, the content of penalities, the major nonconfor mity, and the corrective action
should be stated in the most recent years and up to the date of the anuual report

None.

3.3.11 Major resolutions of Board Meetings and Shareholders’ Meetingduring the most recent
year and the current year up to the date of publication of the annual report

A. Board Mesting :

Date

Term

Major Resolutions

03/04/2022

The1%in
2022

wnN

oA

10.

11.

12.

The consolidated financial statement for the year ended December
31, 2021 of the Company was approved.

The proposal of 2021 Dividend Distribution was approved.

The bonus scheme for the employees and Directors for the year of
2021 was approved.

The business report of 2021 was approved.

The Interna Control System Statement for the year ended
December 31, 2021 of the Company was approved.
Theapplication for acredit linefrom Standard Chartered Bank was
approved.

The change of the entity for the investment of Uniconn
Interconnections Technology Co., Ltd. was approved.

The change of the fund using plan for the issuance of common
shares for participating in issuance of GDR offering approved by
the Financial Supervisory Commission on January 13, 2021 was
approved.

The change of the senior managers (executives) of the Company
was approved.

The remuneration packages for the senior managers (executives)
for the year of 2022 were approved.

The monthly remuneration scheme for the Directors for the year of
2022 attached was approved.

The grant list of 2021 Employee Stock Option Plan was approved.
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13.

14.

15.

16.

17.

The amendments to the “Corporate Governance Best Practice
Principles” ,“Regulations Governing the Board Performance
Evaluation” , “Corporate Social Responsibility Best Principles”
and “Guideline for Acquisition and Disposal of Assets” were
approved.

The €lection of seven newly Directors (including three
Independent Directors) at the upcoming Annual General Meeting
was approved.

The prohibition on newly Directors elected at the Annual General
Meeting to be released from the participation in competitive
business was approved.

The date and meeting agenda of 2022 Annual General Meeting of
the Company were approved.

The period and place for shareholders who holding 1% or more of
the total number of outstanding shares of the company to submit
proposals to be discussed at the Annual General Meeting of the
Company and submit the nomination of director candidates were
approved.

04/29/2022

The 2
in 2022

The consolidated financial statements for the period ended March

31, 2022 of the Company was approved.

Thelist of candidates of Director and the review of qualification of

Director candidates was approved.

Theamendmentsto the “Memorandum and Articles of Association

of the Company” were approved.

The amendments to the “ Seal Management Policy "
“Corporate Governance Best Practice Principles” and “Rules

Governing the Procedures for Mesetings of Shareholders™ were

approved.

The advance payment and the agreement with Uniconn

Interconnections Technology Co., Ltd. were approved.

The grant list of 2021 Employee Stock Option Plan was approved.

2022 Employee Stock Option Plan was approved.

06/20/2022

The 3
in 2022

N RPN

The election of the chairman of the Company was approved.

The appointment of members of Remuneration Committee was
approved.

The change of the accounting officer of the Company was
approved.

The subsequently ratification for the amendments of 2022
Employee Stock Option Plan was approved.

08/26/2022

The4™in
2022

wmn

o~

The consolidated financial statement for the year ended June 30,
2022 of the Company was approved.

The record date of distribution of cash dividend was approved.
The amendments to 2015~2021 Employee Stock Option Plans
were approved.

The grant list of 2022 Employee Stock Option Plan was approved.
The 2" capital increase to the subsidiary in Guangzhou was
approved.

The remuneration package for the newly accounting officer of the
Company were approved.

11/4/2022

The5Min
2022

The evaluation and appointment of Certified Public Accountant
were approved.

The consolidated financial statement for the year ended September
30, 2022 of the Company was approved.

The subsequently ratification for the disposal of Securities Plan of
the Company’s subsidiary (Shanghai) was approved.
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4. The 2023 Audit Plan of the Company was approved.

5. The appointment for the Corporate Governance Officer of the
Company was approved.

6. The amendments to the ‘“Procedures for Internal Material
Information Handling and the Prevention of Insider Trading” were
approved.

7. The amendments to the “Management of the Procedures for
Preparation of Financial Statements” were approved.

8. Thegrant list of 2022 Employee Stock Option was approved.

01/18/2023 i1r—1h260§3 1. Theinvestment plan of Adoresys Pte. Ltd. was approved.

1. The consolidated financial statement for the year ended December
31, 2022 of the Company was approved.

2. Theproposal of 2022 Dividend Distribution was approved.

3. The bonus scheme for the employees and Directors for the year of
2022 was approved.

4. Thebusiness report of 2022 was approved.

5. The Internal Control System Statement for the year ended
December 31, 2022 of the Company was approved.

6. The remuneration packages for the senior managers (executives)
for the year of 2023 were approved.

7. Themonthly remuneration scheme for the Directorsfor the year of
2023 attached was approved.

8. The evaluation report for the independence and suitability of the
CPA engaged by the Company were approved.

9. The Accounts receivable as of the year ended December 31, 2022
that was overdue for more than 3 months which beyond the credit
period and its amount is significant which is recognized as non-

03/15/2023 _The 2 loaning funds to others was approved. o
in 2023 | 10. The amendments to the “Memorandum and Articles of Association
of the Company” were approved.

11. The amendments to the “Corporate Governance Best Practice
Principles” , “Regulations Governing Procedure for Board of
Directors Meetings” , “Sustainable Development Best Practice
Principles” and “Guideline for Acquisition and Disposal of
Assets” were approved.

12. The amendments to the “Delegation of Authority” and the

“Payroll and Personnel Policy and Procedures” were approved.

13. The prohibition on Directors eected at the Annual Genera
Meeting to be released from the participation in competitive
business was approved.

14. The date and meeting agenda of 2023 Annual General Meeting of
the Company were approved.

15. The period and place for shareholders who holding 1% or more of

the total number of outstanding shares of the company to submit
proposals to be discussed at the Annual General Meeting of the
Company were approved.
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B. Shareholders’ Meeting:

Date Major Resolutions Implementation

1. 2021 Business Report and the Consolidated | 1. Approved and adopted.
Financial Statements for the year ended
December 31, 2021 of the Company.

2. 2021 Dividend Distribution Proposal. 2. Approved.

(1) The Company distributed 2021
dividend, US$26,772,486 to
shareholders of the Company.

(2) The Record date was set on September
24, 2022 and the dividend distribution
was completed on October 20, 2022.

3. The change of the fund using plan for the | 3. Approved and adopted.
issuance of common shares for participating
in issuance of GDR offering approved by the
Financial Supervisory Commission on

January 13, 2021.

4. Re-election of 7 Directors (including 3| 4. The list of newly Board Directors is
Independent Directors) shown below.

Director: Kinying Kwan

Director: Johnny Shyang-Lin Shen

Director: Herbert Chang

Director: Daniel Wang

Independent Director: Mao-Wei Hung

Independent Director: Brian Chiang

Independent Director: Binfu Chuang

5. Amendments to the Memorandum and | 5. Approved and adopted.

Articles of Association of the Company.

6. Amendments to the Guideline for | 6.Approved and adopted.
Acquisition and Disposal of Assets.

7. Amendments to theRules of Procedure for | 7. Approved and adopted.
Shareholders Meetings of the Company”.

8. Release the Prohibition on Newly Directors | 8. Approved.
from Participation in Competitive Business.

06/10/2022

3.3.12 Major issues of record or written statements made by any Director or Independent
Directors dissenting to important resolutions passed by the Board of Directors during
the most recent year and the current year up to the date of publication of the annual
report

None.

3.3.13 A summary of resignations and dismissals of persons connected with the company’s
financial report (including the chairman, General Manager, Chief Accounting Officer,
Chief Financial Officer, Chief Internal Auditor, Chief Research and Development
Officer, etc.) during the most recent year and the current year up to the date of the
publication of the annual report

Titel Name Date of Date of Occurrence of the | Type of Change
Appointment Change
Financial Nancy Chan Dec 10,2010 Jun 20,2022 Position
Controller adj ustment

Note : The Board of Directors approved the appointment of Ms. Y uki Jin as the Company’s Accounting
Officer on Jun 20,2022.
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3.4 Information Regarding the Company’s | ndependent Auditors

3.4.1 Audit Fees
Unit: NT$ thousand
Accounting Name of CPA | Audit Period | Audit Fee Non-auidit Total Remarks
Firm Fee(Note)

Deloitte& | Yi-WenWang

Touche Li-Chun Chang
Note : The fees were mainly related to the audit of annual income tax returns.

2022 6,557 530 7,087 -

3.4.2 The company changes its accounting firm and the audit fees paid to new accounting firm was
less than the payment of previous year : N/A.

3.4.3 Audit fees paid for the current year was less than 10 % of the previousyear : N/A.

3.5 The Company’s Chairman, Chief Executive Officer, Chief Financial Offier,
and Managersin Charge of its Finance and Accounting M atters Has Held a
Position at the Accounting Firm or its Affiliatesin 2022

None.

3.6 Information on Independent Auditors Replacement

None.

3.7 Evaluation of Auditors Independence

The Company evaluated the independence of auditors once ayear and obtained the “Statement of
Independenceissued by auditors. After evaluaton, the auditors meet with the Company’s

independence standards.
Evauation Item Evaluaiton | Compliance with
Result Independence

Does/do the CPA and/or histher families have any direct or No Yes
significantly indirect financial interest relationship with the Company?
Does the Company and the accounting firm engage in mutual financing No Yes
or mutual guarantee activities?
Does/do the CPA and/or histher families have any business No Yes
relationship with the Company's directors and managerial officers?
Does/Do the accounting firm and their audit team members as well as No Yes
their families serve as the Company’s
directors, manageria officers or any other position which can have
direct and significantly impact on auditing?
Do the CPAs provide the Company with non-audit services which might No Yes
effect their audit work?
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3.8 Any Transfer, Pledge, or Other Change of Hands Involving the Equity
Interests of a Director, Managerial Officer, or Shareholders Holding More
Than 10% of the Shares of the Company during the Most Recent Year and
the Current Year Up to the Date of the Publication of the Annual Report

3.8.1 Changein equity interests by Directors, managerial officers, or major shareholders

Unit: Shares

2022 Asof Apr. 11, 2023

. Pledged . Pledged

Title Name mg:gg;g Holding :_r']glrgg;g Holding

(Decrease) Increase (Decrease) Increase

(Decrease) (Decrease)
Chairman Kinying Kwan (9,000) 0 (20,000) 0
Director Herbert Chang 0 0 0 0
Director/ CEO Johnny Shyang-Lin Shen 100,000 0 0 0
Director/ CFO Danid Wang (23,000) 0 (10,000) 0
Independent Director Mao Wei Hung 0 0 0 0
Independent Director Brian Chiang 0 0 0 0
Independent Director Binfu Chuang 0 0 0 0
Vice President Andy Lin (78,000) 0 (56,000) 0
Vice President Hiroyuki Furuzono 40,000 0 0 0
(Note 1)
Sr. Vice President Dave Hwang 150,000 150,000 0 0
Sr. Vice President Leo Cheng (52,026) 0 0 0
Vice President Rober Chang (ggggg) 0 (30,000) 0
Vice President Peter Teng (47,000) 0 (43,000) 0
Financial Controller Y uki Kin (Note 2) 0 0 0 0
Vice President Junichiro Hosaka (Note 3) 0 0 0 0
Vice President Hiroyuki Nagashima 0 0 0 0
(Note 4)

Financial Controller Nancy Chan (Note 5) (1,000) 0 0 0

Note 1 :
Note 2 :
Note 3 :
Note 4 :
Note 5 :

Mr. Hiroyuki Furuzono was promoted to Vice President, effective March 4, 2022.
Ms. Y uki Jin was promoted to Finacial Contoller,effective June 20,2022.
Mr. Junichiro Hosaka stepped down as Vice President on March 4, 2022.
Mr. Hiroyuki Nagashima stepped down as Vice President on March 4, 2022.
Ms. Nancy Chan stepped down as Financial Controller on June 20, 2022.

3.8.2 Information wherethe counterparty in any transfer of equity interestsisarelated party

None.

3.8.3 Information wher e the counter party in any pledge of equity interestsisarelated party

None.

-54-




3.9 Relationship among the Top Ten Shareholders

Unit: shares
| shareholding Relationship between
, Spouse’s/minor’y , any of the Company
Name Shareholding Shareholding by Nominee Top Ten Share Remarks
Arrangement holders
Shares % Shares % | Shares| % Name | Relation
Government of Singapore 0
-GOS-EEMC 3,776,182| 5.22% 0 0 0 0 - -
Johnny Shyang-Lin Shen | 1,541,652 2.13% 0 0 0 0 - -
Allianz Global Investors
Fund - Allianz Oriental 1,450,000| 2.00% 0 0 0 0 - -
Income(ADG69)
Mitsubishi UFJ Morgstan
Securities Co.,Ltd -
Equity Trading Division | 1,429,000| 1.98% 0 0 0 0 - -
(Proprietary Trading
Desk)
PineBridge Global Funds
- PineBridge Asia Ex 0
Japan Small Cap Equity 1,421,000| 1.96% 0 0 0 0 - -
Fund(U8TS8)
AII_|anz Globd Investors 1,397,000| 1.93% 0 0 0 0 ) )
Taiwan Technology Fund
New Labor Pension Fund | 1,325,500| 1.83% 0 0 0 0 - -
\Vanguard Emerging Markets
Stock Index Fund, a series of
Vanguard International 950,463 1.31% 0 0 0 0 ) )
Equity Index Fund
AII_|anz Global Investors 935,000| 1.29% 0 0 0 0 i i
Taiwan Fund
JPMorgan Chase Bank
N.A., Taipe Branchin
custody for Vanguard 0
Total International Stock | 200°20] 1.26% 0 0 0 0 i i
Index Fund, a series of
\anguard Star Funds
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3.10 Long-Term Investment Owner ship

December 31, 2022;Unit: shares

Investments Directly or
Company Name Investment by the Company [)Iirr]g;(e;(r:g)z;niol\r}lt;ﬂ;gegr?:)f Totd Investment
the Company
Shares % Shares % Shares %
Alchip Hong Kong  |14,165,970,100 100 - - 14,165,970,100 100
Alchip US 391,000,000 100 - - 391,000,000 | 100
Alchip Japan 1,000 100 - - 1,000 | 100
Alchip Taiwan 10,000 100 - - 10,000 | 100
Alchip BVI 15,100,000 100 - - 15,100,000 | 100
Alchip Shanghai (Note) 100 - - (Note) 100
AlchipWuxi (Note) 100 - - (Note) 100
Alchip Hefei (Note) 100 - - (Note) | 100
Alchip Jinan (Note) 100 - - (Note) | 100
Alchip Guangzhou (Note) 100 - - (Note) 100
Alchip Chongging (Note) 100 - - (Note) 100
Chiptopia Shanghai (Note) 87 - - (Note) 87

Note : No sharesissued.
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Alchip Technologies, Limited
Statement on Interna Control System
Date: March 15, 2023

Based on the results of self assessment of the internal control system conducted by the Company for the fiscal
year 2022, we hereby declare asfollows:

VI.

VII.

The company acknowledges and understands that the establishment, enforcement and preservation of the
internal control system are the responsibility of the Board, and that the company has already established
such a system. The purpose is to provide reasonable assurance to the effectiveness and efficiency of
business operations (including profitability, performance and security of assets), reliability, timeliness,
transparency, and regulatory compliance of reporting, and compliance with applicable laws, regulations,
and bylaws.

Thereareinherent limitationsto even the most well designed internal control system. Assuch, an effective
internal control system can only reasonably ensure the achievement of the aforementioned goals.
Moreover, the operating environment and situation may change, impacting the effectiveness of the
internal control system. The internal control system of the Company features a self-monitoring
mechanism. Once identified, any deficiency will be rectified immediately.

The Company determines the effectiveness of the internal control system in design and enforcement in
accordance with the “Regulations Governing Establishment of Internal Control Systems by Public
Companies” (hereinafter referred to as “the Regulations”). The Regulations are instituted for judging the
effectiveness of the design and enforcement of the internal control system. There are five components of
effective internal control as specified in the Regulations with which the procedure for effective internal
control is measured, namely: (1) Control environment, (2) Risk assessment, (3) Control activities, (4)
Information and Communications, and (5) Monitoring activities. Each of the elements in turn contains
certain audit items. Refer to the Regulations for details.

. The Company has adopted the aforementioned internal control system for an internal audit on the

effectiveness of the design and enforcement of the internal control system.

Based on the aforementioned audit findings, the Company holds that it has reasonably preserved the
achievement of the aforementioned with the internal control system as of December 31, 2022 (including
the monitoring over the subsidiaries), including the effectiveness and efficiency in operation, reliability,
timeliness, transparency, and regulatory compliance of reporting, and compliance with relevant regulatory
requirements, and that the design and enforcement of internal control are effective.

This statement of declaration shall form an integral part of the annual report and prospectus of the
company and will be publicly announced. If any fraudulent information, concealment or unlawful
practices are discovered in the content of the aforementioned information, the Company shall be held
liable under Article 20, Article 32, Article 171 and Article 174 of the Securities and Exchange Act.

This statement was approved by the Board on March 15, 2023 in the presence of seven (7) directors, who
concurred unanimously.
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V. Capital Overview

4.1 Capital and Shares

4.1.1 Capitalization
A. I'ssued shares

Unit:share/NT$
Authorized Capital Paid-in capital Remark
Month/ VZIalrJe A . C;?;;?jl ]
Y ear moun . Incr
(NT$) Shares Amount Shares (NTS$ Sources of Capital Assets Othe); Other
thousand) than Cash
Capital surplus
2010.07| 10 |100,000,000 |1,000,000,000 | 52,420,842 | 523,364,710 transferred to None -
capital
New sharesissued
2010.07| 10 |100,000,000 |1,000,000,000| 53,871,342 | 538,713,420 |{upon the exercise of None -
share options
New Shares issued
2013.11| 10 | 100,000,000 |1,000,000,000| 53,947,342 | 539,473,420 |upon the exercise of None -
share options
New sharesissued
2014.10( 10 | 100,000,000 |1,000,000,000| 61,628,342 | 616,283,420 through capital None -
increase by cash
2014,01- New Shares i ssued
12 10 | 100,000,000 | 1,000,000,000| 63,481,815 | 634,818,150 |uponthe exercise of None -
share options
2015,01- New Shares issued
03 10 | 100,000,000 | 1,000,000,000| 63,766,815 | 637,668,150 |upon the exercise of None -
share options
2015.08| 10 | 100,000,000 |1,000,000,000| 61,567,815 | 615,678,150 | ancellation of None -
Treasury Stocks
201611| 10 |100,000,000 |1,000,000,000| 60,702,815 | 607,028,150 | ancellation of None | -
Treasury Stocks
2017.07- New Shares issued
12 10 | 100,000,000 | 1,000,000,000| 61,001,038 | 610,010,380 |uponthe exercise of None -
share options
2018.01- New Shares issuied
1 10 | 100,000,000 | 1,000,000,000 | 61,698,098 | 616,980,980 |uponthe exercise of None -
share options
2018.12| 10 | 100,000,000 |1,000,000,000| 59,773,098 | 597,730,080 | Cancellationof None | -
Treasury Stocks
2019.01- New Shares issued
12 10 | 100,000,000 | 1,000,000,000| 60,612,932 | 606,129,320 |upon the exercise of None -
share options
2020.01- New Shares issuied
12' 10 | 100,000,000 | 1,000,000,000| 62,028,463 | 620,284,630 |uponthe exercise of None -
share options
New sharesissued
2021.01|( 10 | 100,000,000 |1,000,000,000| 69,628,463 | 696,284,630 through capital None -
increase by cash
2021.10| 10 | 100,000,000 |1,000,000,000 | 69,206,463 | 692,064,630 | Cancellationof None | -
Treasury Stocks
2021.01- New Shares issed
12 10 | 100,000,000 | 1,000,000,000| 70,687,604 | 706,876,040 |uponthe exercise of None -
share options
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2022.01- New Shares issued
12 10 | 100,000,000 | 1,000,000,000| 71,928,014 | 719,280,140 |upon the exgruseof None -
share options
2023.01- New Shares issued
04 10 | 100,000,000 | 1,000,000,000| 72,324,765 | 723,247,650 [upon the exgrmseof None -
share options
B. Capital and Shares
April 11, 2023; Unit: Share
Authorized Capital
Type of Stock Oustanding Shares Un-issued Shares Tota Shares Remark
Common Stock 72,324,765 27,675,235 100,000,000

Offering and issuance of securities subject to aggregate reporting: None.

C. Information for shelf registration : Not applicable.

\olume to be issued I ssued Amount Purpose of Issuance Scheduled
Securities . . and Expected I ssuance Period
Type S‘I'hotal Axthormtad Shares PNr_'If:§ Benefits for for Securities Remarks
AES moun ( ) Securities | ssued Unissue
N/A
4.1.2 Status of shareholders
April 11,2023
. Foreign
Government | Financial | Treasury |Other Juridical Domestic Ingtitutions &
Item . N Natural Total
Agencies Institutions |  Stocks Persons Per Natural
sons
Persons
Number of
Shareholders 0 18 0 288 10,669 437 11,412
i;jri?'d' ng 0 1110835 | 0 | 17,129,214 |17,537,850| 36,546,866 | 72,324,765
Sher gf;g;”g 0% 1.54% 0% 2368% | 24.25% | 5053% | 100.00%

Note: The percentage of shareholding for the capital investment from Chinais 0.43%.

4.1.3 Shareholding distribution status

With par value of $10 per share;April 11,2023;Unit:shares/%

c a?z(:]fl tszhz;)gr Oel)d g Number of Shareholders Shareholding (Shares) Percentage
1~999 7,089 352,396 0.49%
1,000 ~ 5,000 3,466 5,781,103 7.99%
5,001 ~ 10,000 276 2,161,098 2.99%
10,001 ~ 15,000 110 1,411,099 1.95%
15,001 ~ 20,000 72 1,301,242 1.80%
20,001 ~ 30,000 76 1,934,289 2.67%
30,001 ~ 40,000 43 1,533,132 2.12%
40,001 ~ 50,000 40 1,805,676 2.50%
50,001 ~ 100,000 100 7,222,256 9.99%
100,001 ~ 200,000 65 9,352,910 12.93%
200,001 ~ 400,000 42 11,933,307 16.50%
400,001 ~ 600,000 16 7,930,766 10.97%
600,001 ~ 800,000 4 2,533,174 3.50%
800,001 ~ 1,000,000 7 6,273,635 8.67%
1,000,001 or over 6 10,798,682 14.93%
Total 11,412 72,324,765 100.00%
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4.1.4 List of major shareholders: List all shareholderswith a stake of 5 percent or rank in the
top 10 in shareholding percentage, and specify the number of shares and stake held by
each shareholder on thelist

April 11,2023;Unit:shares/%

. Shareholding

Shareholder's Name Shares Percantage
Government of Singapore - GOS - EFMC 3,776,182 5.22%
Johnny Shyang-Lin Shen 1,541,652 2.13%
Allianz Global Investors Fund - Allianz Oriental Income(AD69) 1,450,000 2.00%
Mitsubishi UFJ Morgstan Securities Co., Ltd-Equity Trading 0
Division (Proprietary Trading Desk) 1,429,000 1.98%
PineBridge Global Funds - PineBridge Asia Ex Japan Small 0
Cap Equity Fund(U8T8) 1,421,000 1.96%
Allianz Global Investors Taiwan Technology Fund 1,397,000 1.93%
New Labor Pension Fund 1,325,500 1.83%
\anguard Emerging Markets Stock Index Fund, a series of 0
Vanguard International Equity Index Fund 950,463 1.31%
Allianz Global Investors Taiwan Fund 935,000 1.29%
JPMorgan Chase Bank N.A., Taipei Branch in custody for
Vanguard Total International Stock Index Fund, a series of 908,520 1.26%
\/anguard Star Funds

4.1.5Market price, net worth, ear nings,dividends per common share
Unit: NT$; Thousand of Shares

Items 2021 2022 Asof April 11,2023

Market Price per Share

Highest Market Price 1,325 1,230 1,385

Lowest Market Price 363.5 546 796

Average Market Price 781.19 860 1,020.94
Net Worth per Share

Before Distribution 146.39 182 -

After Distribution 135.21 (Note 1) -
Earnings per Share

Weighted Average Shares(thousand shares) 69,817 71,392 -

Basic Earnings Per Share 21.34 25.69 -
Dividends per Share

Cash Dividends | 1114 (Notel) ]

Stock Dividends

Dividends from Retained Earnings - - -
Dividends from Capita Surplus - - -

Accumulated Undistributed Dividends - - -
Return on I nvestment

Price/ Earnings Ratio (Note2) 36.61 33.48 -

Price/ Dividend Ratio (Note 3) 70.12 (Note 1) -

Cash Dividend Yield Rate (Note 4) 0.01426 (Note 1) -

Note 1 : Pending on the approval of 2023 shareholders’ meeting.
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Note 2 : Price/ Earnings Ratio = Average Market Price/ Earnings per Share
Note 3 : Price/ Dividend Ratio = Average Market Price/ Cash Dividends per Share
Note 4 : Cash Dividend Yield Rate = Cash Dividends per Share / Average Market Price

4.1.6 Company’s Dividend Policy and Status

A. The Company’s Dividend Palicy: The regulations of dividend distribution are shown below in
accordanceto the Memorandum and Articles of Association of the Company.

(1) The Company shall set aside no less than 1% of its annual profits (the annual profits specified in this
Article refers to the annual income before tax and before bonuses are set aside for employees and
Directors) as bonus to employees of the Company and set aside no more than 2% of its annual profits
as bonusto Directors, provided however that the Company shall first offset itslossesin previous years
that have not been previously offset. The distribution of bonus to employees may be made by way of
cash or Shares, which may be distributed under an incentive programme approved pursuant to Article
11.1 above. The employees under Article 34.1 may include certain employees of the Subsidiaries who
meet the conditions prescribed by the Company. The distribution of bonus to employees and to
Directors shall be approved by a mgjority of the Directors present at a meeting attended by two-thirds
or more of the total number of the Directors and shall be reported to the Members at the genera
meeting. A Director who also serves as an executive officer of the Company and/or its Subsidiaries
may receive abonusin his capacity as a Director and abonusin his capacity as an employee.

(2) AstheCompany isinthe growing stage, the dividend distribution may take the form of acash dividend
and/or stock dividends and shall take into cdesition the Company’s capital expenditures, future
expansion plans, and financial structure and funds requirement for sustainable devel opment needs etc.
The Company may distribute profitsin accordance with a proposal for distribution of profits prepared
by the Directors and approved by the Members by an Ordinary Resolution at any general meeting. The
Directors shall prepare such proposal as follahesproposal shall begin with the Company’s Annual
Net Income after tax and offset its losses in previous years that have not been previously offset, and
set aside a specia capita reserve, if one is required, in accordance with the Applicable Public
Company Rules or as requested by the authorities in charge. Except otherwise stipulated by the
applicable laws and the Applicable Public Company Rules, the Company may take into consideration
the circumstances and development stage of the Company, in response to any future funding
requirement and long term financia planning, while satisfying the sharehol ders expectation in respect
of cashflow, propose profit distribution plan in connection with the retained earnings for approval at
the meetings of the shareholders; the distribution of retained earnings may proceed by way of cash
dividend or by applying such sumin paying up in full unissued Shares for allotment and distribution
credited asfully paid-up pro rate to the Members, and the total amount of Dividends shall not be lower
than 10% of the profit of the then current year after deducting the aforementioned amounts, and
provided the total amount of cash dividend to be distributed shall be no lower than 10% of the
aggregate dividend distributed to shareholders and no more than 100% of the aggregate dividend
distributed to shareholders.

(3) Subject to the Statute, the Articles and the Applicable Public Company Rules, the Directors may
declare Dividends and distributions on Shares in issue and authorise payment of the Dividends or
distributions out of the funds of the Company lawfully available therefor. No Dividend or distribution
shall be paid except out of the realised or unrealised profits of the Company, or out of the share
premium account or as otherwise permitted by the Statute.
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(4) Except as otherwise provided by the rights attached to Shares, all Dividends shall be declared and paid
in proportion to the number of Sharesthat a Member holds. If any Share isissued on terms providing
that it shall rank for Dividend as from a particular date that Share shall rank for Dividend accordingly.

(5) TheDirectorsmay deduct from any Dividend or distribution payableto any Member all sums of money
(if any) then payable by him to the Company on any account.

(6) The Directors may, after obtaining an Ordinary Resolution, declare that any distribution other than a
Dividend be paid wholly or partly by the distribution of specific assets and in particular of shares,
debentures, or securities of any other company or in any one or more of such ways and where any
difficulty arisesin regard to such distribution, the Directors may settle the same asthey think expedient
and fix the value for distribution of such specific assets or any part thereof and may determine that
cash payments shall be made to any Members upon the basis of the value so fixed in order to adjust
the rights of all Members and may vest any such specific assets in trustees as may seem expedient to
the Directors.

(7) Any Dividend, distribution, interest or other monies payable in cash in respect of Shares may be paid
by wire transfer to the holder or by cheque or warrant sent through the post directed to the registered
address of the holder. Every such cheque or warrant shall be made payable to the order of the person
to whomit is sent.

(8) No Dividend or distribution shall bear interest against the Company.

(99 Any Dividend which cannot be paid to a Member and/or which remains unclaimed after six months
from the date of declaration of such Dividend may, in the discretion of the Directors, be paid into a
separate account in the Company's name, provided that the Company shall not be constituted as a
trustee in respect of that account and the Dividend shall remain as a debt due to the Member. Any
Dividend which remains unclaimed after a period of six years from the date of declaration of such
Dividend shall be forfeited and shall revert to the Company.

B. Proposed Distribution of 2022 Profits
The Board adopted a proposal for 2022 profit distribution as follows:
Cash dividendsto common shareholdersis US$30,268,787 (US$0.41995 per share). The proposal issubject
to shareholders’ approval at tB@23 Annual Shareholders’ Meeting.

4.1.7 Effect of stock dividend distribution to the Company’s operating performance and EPS
Not applicable.

4.1.8 Directors’ Remuneration and Employees’ Compensation

A. The percentages or ranges with respect to Directors’ Remuneration and Employees’ Compensation
as set forth in the company’sArticles of I ncorporation:

The Company will alocate no less than 1% as employees’ compensation and no more than 2% as
directors’remuneration of its profits before tax prior to the deduction of compensation to employees and
Directors for the year, respectively.

B. Thebasisfor estimating the amount of Directors’ Remuneration and Employees’ Compensationthe
basis for calculating the number of shares to be distributed as stock bonuses, and the accounting
treatment of discrepancy, if any, between the actual distributed amount and the estimated figure, for
the current period:
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The Company accrued employees’ compensation and directors’ remuneration are US$5,445,723 and
US$1,037,281 respectively. If thereisdiscrepancy between the actual distribution and the estimated amount,
the Company will recognize the difference as an adjustment to income of next year.

. Information on thedistribution of compensation approved by the Board of Directors:

(2) Distribution in cash or shares of compensation to employees and Directors. If thereare any discrepancies
between such an amount and the estimated figure for the year these expenses are recognized, the
discrepancy, reasons therefor, and how it istreated shall be disclosed: None.

(2) The amount of distribution in shares of compensation to employees, and as a percentage of the sum of
the current after-tax net income on individua or separate financial statements and total compensation to
employees: None.

. Theactual distribution of Directors’ Remuneration and Employees’ Compensatioffior the previous
year (including the share number, dollar amount, and stock price, of the shares distributed), and, if
there is any discrepancy between the actual distribution and the recognized compensation to
employees and directors, additionally the discrepancy, reasons therefor, and how it istreated: There
is no discrepancy between the actud distribution and recognized compendation to employees and directors.
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4.1.12 Information on issuance of global depository receipts

e |ssue Date January 20, 2021
Issuance and listing Luxembourg Exchange
Total amount US$195,548,000
Unit offering price US$25.73

Number of GDSto beissued: | 7,600,000 units

Sources of the securities Issuance of new common shares by cash
underlying the GDS capital increase for sponsoring GDS issuance

Number of shares represented | - ~pg represents 1 common share

by each GDS
Rights and obligations of GDS | The new common shares have the same rights and obligations as
holders the Company's existing issued and outstanding common shares.
Trustee None
Depository bank Citibank, N.A.
Custodian bank Citibank Taiwan Limited
Outstanding balance 93,956 units

Treatment of expensesincurred

at issuance and thereafter Borne by the issuing company

Important conventions about

depository and escrow Please refer to the depository and custodian contract.
agreement
Highest 44
Market price per unit Current year to April 11, 2023 L owest 18
(US$)
Average 29.43
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4.1.13 Employee Stock Op

tions

A. Issuance of Employee Stock Options

March 31, 2023

Types of Employee Stock
Options

Employee Stock Optionsin 2015

Employee Stock Optionsin 2016

outstanding shares

Approval date March 30, 2015 April 26, 2016
Total units (Note 1) 2,000 2,000
Issue date April 24, 2015 March 4, 2016 November 11, 2016 | March 10, 2017
Unitsissued 864,000 1,136,000 1,200,000 800,000
Issuable units 0 0
Shares of stock options to
be issued as a percentage of 1.19% 1.57% 1.66% 1.11%

Period

The stock options shall be valid for 10
years from the Grant date and shall
expire after such period

The stock options shall be valid for 10
years from the Grant date and shall expire
after such period

Method of performance

Issuance of new shares

Issuance of new shares

Period and percentage in
which subscription is

After two full years, 50% of stock
options can be exercised, with 1/48 of

After two full years,

options can be exercised, with 1/48 of

50% of stock

restricted (%) the total shares vesting every month the total shares vesting every month
Exercised shares 769,000 884,494 921,000 591,550
Amount of the shares 42,756,400 32.372,480 22 656,600 23,898,620
exercised
Unexercised shares 40,000 64,000 54,000 30,200
Price per share of the 55.60 36.60 24.60 40.40
unexercised shares
Percentage of unexercised
dhores o toral issued Sheres 0.06% 0.09% 0.07% 0.04%
Number of invalid shares 55,000 187,506 225,000 178,250
(Note 2)

Impact on possible dilution
of shareholdings

Financial Statements will be presented in accordance with the Intern
Accounting Standards. However, after two full years upon expiration (
employee stock options granted by the Company, 50% of the granted stock]
can be exercisedvith 1/48 of the total shares vesting every month. The influenc

on shareholders' interests will be gradually diluted.

Note 1 : One unit is 1,000 shares.
Note 2 : The number of invalid shares were from employees’ turnover and expired employee stock options.
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Types of Employee

Employee Stock Optionsin 2017

Stock Options
Approval date April 25, 2017
Total units (Note 1) 2,000
mesae |V Dt [ HAYS [ FT [ Mo [amise s
Unitsissued 330,000 500,000 329,000 95,000 250,000 200,000
Issuable units 0
Shares of stock
optionsto beissued| g 40, 0.69% 0.45% 0.13% 0.35% 0.28%
as a percentage of
outstanding shares

The stock options shall be valid for 10 years from the Grant date and shall expire after such

percentage in which

Period .
period
Method of
performance Issuance of new shares
Period and

After two full years, 50% of stock options can be exercised, with 1/48 of the total shares vesting

subscription is every month
restricted (%)
Exercised shares | 282,500 82,500 232,000 56,000 189,750 155,125
Amount of the |3 133 51y 6,228,750 22295200 | 5252,800 | 21,973,050 | 18,863,200
shares exercised
Unexercised shares| 27,500 337,500 31,000 14,000 36,500 16,500
Price per share of
the unexercised 81.80 75.50 96.10 93.80 115.80 121.60
shares
Percentage of
unexercised shares | ) 100 0.47% 0.04% 0.02% 0.05% 0.02%
to total issued
shares
Number of invalid |, ), 80,000 66,000 25,000 23,750 28,375
shares (Note 2)

Impact on possible
dilution of
shareholdings

Financial Statements will be presented in accordance with the International Accounting
Standards. However, after two full years upon expiration of the employee stock options granted
by the Company, 50% of the granted stock options can be exercised, with 1/48 of the total shares
vesting every month. The influence on shareholders' interests will be gradually diluted.

Note 1 : One unit is 1,000 shares.

Note 2 : The number of invalid shares were from employees’ turnover and expired employee stock options.
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Types of Employee
Stock Options

Employee Stock Optionsin 2018

Approval date

May 21, 2018

Total units (Note 1)

2,000

Issue date

August 10, 2018 | September 20, 2018 | March 19, 2019 May 20, 2019

Unitsissued

500,000 500,000 500,000 500,000

| ssuable units

Shares of stock
optionsto beissued
as a percentage of
outstanding shares

0.69% 0.69% 0.69% 0.69%

The stock options shall be valid for 10 years from the Grant date and shall expire

percentage in which
subscription is
restricted (%)

Period after such period
Method of
performance Issuance of new shares
Period and

After two full years, 50% of stock options can be exercised, with 1/48 of the total
shares vesting every month

Exercised shares 216,000 327,487 184,750 286,398
Amount of the 25 833,600 28,163,882 13,653,025 20,964,334
shares exercised
Unexercised shares| 239,000 104,363 275,750 163,039
Price per share of
the unexercised 119.60 86.00 73.90 73.20
shares
Percentage of
unexercised shares 0.33% 0.14% 0.38% 0.23%
to total issued
shares
Number of invalid 45,000 68,150 39,500 50,563
shares (Note)

Impact on possible
dilution of
shareholdings

Financial Statements will be presented in accordance with the International
Accounting Standards. However, after two full years upon expiration of the employee
stock options granted by the Company, 50% of the granted stock options can be
exercised, with 1/48 of the total shares vesting every month.The influence on
shareholders' interests will be gradually diluted.

Note 1 : One unit is 1,000 shares.

Note 2 : The number of invalid shares were from employees’ turnover and expired employee stock options.
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Types of Employee

Employee Stock Optionsin 2019

Stock Options
Approval date May 21, 2019
Total units (Note 1) 1,000
|ssue date August 7,2019 |November 7, 2019 Novgrgi’ger 22, |\ February 18, 2020| April 28, 2020
Unitsissued 500,000 40,000 160,000 150,000 150,000
Issuable units 0
Shares of stock
optionstobeissued| g g9, 0.06% 0.22% 0.21% 0.21%
as a percentage of
outstanding shares

The stock options shall be valid for 10 years from the Grant date and shall expire after such

percentage in which
subscriptionis
restricted (%)

Period .
period
Method of f .
performance Issuance of new shares
Period and

After two full years, 50% of stock options can be exercised, with 1/48 of the total shares

vesting every month

Exercised shares

239,358

16,250

75,570

37,875

60,289

Amount of the
shares exercised

22,523,588

2,965,625

15,310,482

7,749,225

15,952,469

Unexercised shares

243,350

3,750

56,263

101,125

73,751

Price per share of
the unexercised
shares

94.10

182.50

202.60

204.60

264.60

Percentage of
unexercised shares
to total issued
shares

0.34%

0.01%

0.08%

0.14%

0.10%

Number of invalid
shares (Note)

17,292

20,000

28,167

11,000

15,960

Financial Statements will be presented in accordance with the International Accounting
Standards. However, after two full years upon expiration of the employee stock options granted
by the Company, 50% of the granted stock options can be exercised, with 1/48 of the total shares
vesting every month. The influence on shareholders' interests will be gradually diluted.

Impact on possible
dilution of
shareholdings

Note 1 : One unit is 1,000 shares.

Note 2 : The number of invalid shares were from employees’ turnover and expired employee stock options.
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Types of Employee
Stock Options

Employee Stock Optionsin 2020

Approval date

April 28, 2020

Total units (Note 1)

2,000

Issue date

June 15, 2020 July 31, 2020 December 15, 2020 March 8, 2021

Unitsissued

400,000 200,000 800,000 600,000

| ssuable units

Shares of stock
optionsto beissued
as a percentage of
outstanding shares

0.55% 0.28% 1.11% 0.83%

The stock options shall be valid for 10 years from the Grant date and shall expire

percentage in which
subscription is
restricted (%)

Period after such period
Method of
performance Issuance of new shares
Period and

After two full years, 50% of stock options can be exercised, with 1/48 of the total
shares vesting every month

Exercised shares 15,000 34.070 103,726 23,500
Amount of the 4,899,000 19,467,598 58511837 19,023.250
shares exercised
Unexercised shares| 385,000 102,930 476,293 519,500
Price per share of
the unexercised 326.60 571.40 564.10 809.50
shares
Percentage of
unexercised shares 0.53% 0.14% 0.66% 0.72%
to total issued
shares
Number of invalid
hores (Notw 2) 0 63,000 219981 57,000

Impact on possible
dilution of
shareholdings

Financial Statements will be presented in accordance with the International
Accounting Standards. However, after two full years upon expiration of the employee
stock options granted by the Company, 50% of the granted stock options can be
exercised, with 1/48 of the total shares vesting every month. The influence on
shareholders' interests will be gradually diluted.

Note 1 : One unit is 1,000 shares.

Note 2 : The number of invalid shares were from employees’ turnover and expired employee stock options.
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Types of Employee Employee Stock Optionsin 2021

Stock Options
Approval date May 5, 2021
Total units (Note 1) 1,500
Issue date May 17,2021 |August 20, 2021| October 29, 2021 | March 9, 2022 | April 29, 2022
Unitsissued 800,000 50,000 50,000 200,000 200,000
Issuable units 0
Shares of stock
optionstobeissued| ) 4, 0.07% 0.07% 0.28% 0.28%
as a percentage of
outstanding shares

The stock options shall be valid for 10 years from the Grant date and shall expire after such

Period .
period
Method of
Issuance of new shares
performance
Period and
percentage in which| After two full years, 50% of stock options can be exercised, with 1/48 of the total shares
subscription is vesting every month
restricted (%)
Exercised shares 0 0 0 0 0
Amount of the
shares exercised 0 0 0 0 0
Unexercised shares 673,000 37,000 40,000 193,000 152,000
Price per share of
the unexercised 405.70 571.50 1,015.80 969.40 873.80
shares
Percentage of
unexercised shares 0.93% 0.05% 0.06% 0.27% 0.21%
to total issued
shares
Number of invalid 127,000 13,000 10,000 7,000 48,000
shares (Note)

Financial Statements will be presented in accordance with the International Accounting
Impact on possible |Standards. However, after two full years upon expiration of the employee stock options
dilution of granted by the Company, 50% of the granted stock options can be exercised, with 1/48 of the
shareholdings |total shares vesting every month. The influence on shareholders' interests will be gradually
diluted.

Note 1 : One unit is 1,000 shares.

Note 2 : The number of invalid shares were from employees’ turnover and expired employee stock options.
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Types of Employee
Stock Options

Employee Stock Options in 2022

Approval date

May 23, 2022

Total units (Note 1)

800

Issue date

August 26,2022 November 15, 2022

Unitsissued

200,000 100,000

| ssuable units

500

Shares of stock
optionsto beissued
as a percentage of
outstanding shares

0.28% 0.14%

The stock options shall be valid for 10 years from the Grant date and shall expire

percentage in which
subscription is
restricted (%)

Period after such period
Method of
performance Issuance of new shares
Period and

After two full years, 50% of stock options can be exercised, with 1/48 of the tota
shares vesting every month

Exercised shares

0 0

Amount of the
shares exercised

0 0

Unexercised shares

200,000 100,000

Price per share of
the unexercised
shares

816.60 843.00

Percentage of
unexercised shares
to total issued
shares

0.28% 0.14%

Number of invalid
shares (Note)

0 0

Impact on possible
dilution of
shareholdings

Financial Statements will be presented in accordance with the International
Accounting Standards. However, after two full years upon expiration of the
employee stock options granted by the Company, 50% of the granted stock options
can be exercised, with 1/48 of the total shares vesting every month. The influence
on shareholders' interests will be gradually diluted.

Note 1 : One unit is 1,000 shares.
Note 2 : The number of invalid shares were from employees’ turnover and expired employee stock options.
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4.2 Implementation of Company’s Capital Allocation Plans

Y ear 2021 issued new common shares to be offered in the form of Global Depositary Shares.

1. Description of Plan
(1) Crigina Plan

@ Proceeds Needed from the Plans : US$183,000 thousand, converting to NT$5,124,000 thousand.

@ Sources of Proceeds : Issued new common shares to be offered in the form of Global Depositary Shares.
® Use of Proceeds Plan and Schedule :

Unit : thousand
Use of Proceeds Plan
Expected Date ) Y ear 2021 Y ear 2022
Plan . Required Amount
of Completion 1 2nd 3 4th 18 2nd
Quarter Quarter Quarter Quarter Quarter Quarter
Purchase of June 30, 2022 USs$ 183,000 | 26,200 19,400 29,000 25,600 37,800 45,000
une 30,
Equipment NT$ | 5,124,000 | 733,600 | 543,200 | 812,000 | 716,800 | 1,058,400 | 1,260,000

@ Estimated Benefits
The Company dedicates on cost down, lower power consumption and optimizing yield and die size of
advanced process node SoC. To fulfill customized product demands, the Company plansto purchase mask
equipment to react to the rapid growth trend of SoC market in the future. Expected benefits are as below:

Unit : pcs thousand / NT$ thousand

Increase of | Increase of Increase of

) ] Increase of Increase of ]
Year Product Production Selling ) Operating

] ] Revenues Gross Profits ]

Quantity Quantity Profits

2021 | ASIC and chip production 665 665 1,330,000 174,400 83,731
2022 | ASIC and chip production 1,110 1,110 3,003,482 411,539 197,539
2023 | ASIC and chip production 11,625 11,625 4,539,575 689,955 331,178
2024 | ASIC and chip production 22,629 22,629 6,174,399 930,499 446,639
2025 | ASIC and chip production 22,629 22,629 5,929,893 893,651 428,953

(2) Plan after change
® Reason for the change : The execution progress of purchase of machinery and equipment is delayed due

to the change of project schedule, and in order to respond to the growth of ASIC Market and effectively
utilize working capital to increase shareholders equity, the Board of the Company approved to change the

fund using plan to purchase raw materials on March 4, 2022.

@ Proceeds Needed from the Plans : US$183,000 thousand, converting to NT$5,124,000 thousand.

® Sources of Proceeds : Form of rest of fund of GDR offering US$96,805 thousand, converting to
NT$2,707,248 thousand.

@ Use of Proceeds Plan and Schedule:
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Unit: thousand

Use of Proceeds Plan
Expected
) Y ear 2021 Y ear 2022
Plan Date of Required Amount
lsl 2nd 3rd 4th 1st 2nd
Completion
Quarter Quarter Quarter Quarter Quarter Quarter
Purchase of Uss$ 96,028 9,830 10,679 24,260 17,007 34,252
Equipment June 30 NT$ 2,688,784 | 275240 | 299,012 | 679,280 | 476,196 959,056
une 30,
Purchase of o022 | US$ 86,972 20071 | 57,901
Raw
Materials NT$ 2,435,216 813,988 | 1,621,228

® Estimated Benefits
a. Purchase of Equipment

In order to respond to the growth of Mass production and effectively utilize working capital. As a
result, the Company reduced amount from US$183,000 thousand to US$ 96,028 thousand in purchase
of machinery and equipment, and raised amount of US$86,972 thousand in purchase of raw materials.

Expected benefits are as below:
Unit : pcs thousand / NT$ thousand
Increase of | Increase of Increase of
) ] Increase of Increase of ,
Y ear Product Production Selling ) Operating
] ] Revenues Gross Profits )
Quantity Quantity Profits
2022 |ASIC and chip production 1,075 1,075 2,881,822 389,934 187,168
2023 |ASIC and chip production 4,045 4,045 3,525,132 526,306 252,627
2024 |ASIC and chip production 16,929 16,929 4,604,613 699,468 335,745
2025 |ASIC and chip production 22,389 22,389 5,398,505 801,830 384,879

b. Purchase of Raw Materias
The amount of US$86,972 thousand for purchse of raw material from GDR offering will save
interest expense US$ 1,652 thousand per year.

2.Status of Implementation

Unit: thousand

Amount
Plan Status of _ As of December 31, Reason_ of schedule changed and
Implementation 2022 improvement plan
uss 96,028 | The ~ Company’s  equipment
Estimated purchase plan was 100% executed
Amount to NT$ 2,688,784 | on Dec. 31,2022
be used
Purchase of Actual use 96,028
Equipment NT$ 2,688,784
% of Estimated 100.00
execution | Actyal 100.00
Edtimated USss 86,972 | The Company’s raw materias
Amount to NT$ 2,435,216 | purchase plan was 100% executed
Purchase of Raw | be used Actual Us$ 86,972 | on Dec. 31,2022
Materials NT$ 2,435,216
% of Estimated 100.00
execution’ Actua 100.00
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Totd

uss 183,000

Estimated
Amount to NT$ 5,124,000
be used US$ 183,000

Actual

NT$ 5,124,000
9pof | ESumated 100.00
execution’ Actua 100.00
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V. Overview of Business Operations

5.1 Business Activities

5.1.1 Business scope

A. Main areas of business operations
Alchip engages in Application Specific IC (ASIC) and System-on-Chip (SoC) design, manufacturing and
production, and is especially adept at deep-submicron, complex high-end processing devices.

B. Revenue by service category
Unit: NT$ thousand

Category 2021 2022
Amount % Amount %
ASIC and Chip production 10,241,686 98.21 13,437,902 97.91
NRE 176,002 1.69 230,084 1.68
Others 10,588 0.10 57,218 0.41
Totd 10,428,276 100.00 13,725,204 100.00

C. Main products and Services

(1) ASIC and chip production: Provide customers with Non-Recurring Engineering (NRE) of Application
Specific Integrated Circuits (ASICs) and System on Chips (SoCs); and mass production management
of wafer manufacturing, packaging, and testing.

(2) Non-Recurring Engineering (NRE): Primarily providing the circuit design component database and
the Silicon Intellectual Property (SIP) required by product design to produce circuit diagrams for the
mask-making process, manufacture masks, wafer, cutting, and packaging on a consign basis and then
delivering tria production samples after product testing.

(3) Others: Provide customers with only back-end wafer fabrication, packaging, and testing.

D. New products development
The Company is committed to the research, development, and manufacturing of leading-edge integrated
circuit, including custom design utilities and design methodologies that ensure quality services. It aso
provides achiplet technology platform; ahigh-performance computing IP portfolio, including DDR, HBM,
PCle, SerDes, and the latest 2.5D/3D heterogeneous packaging capabilities to establish corresponding
designsfor AI/HPC market demands.

5.1.2 Industry overview

A. Current status and Development of the Industry
With the great leap forward in semiconductor process technology, ICs are becoming more and more
complex, driving semiconductor enter an era of deeper speciaization. Within this environment, Alchip
provides design and manufacturing services for highly complex Application Specific Integrated Circuits
(ASICs) and Systems-on-Chip (SoCs). The current status and development of the industry is described as
follows:
(1) Riseof fablessASIC
In the past, a system company could choose to develop its own ASIC/SoC to take advantage of
differentiation and stay competitive; or to entrust the turnkey production process, including design,
manufacturing, packaging, and testing to reliable ASIC partners (such as IBM and LS| Logic).
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However, with the advent of deep submicron process technologies, expenditures on R&D in
technology, investments in machinery, equipment, and factories rose rapidly. The existing Integrated
Design Manufacturers (IDMs) were unable to afford the investment in the infrastructure and were
overtaken by pure-play foundries. As a result, more system companies concentrated resources on
product specifications and front-end design, choosing to outsource the back-end design and production
of products to fabless ASIC companies.
Through collaboration with strategic partners (including wafer fabrication, packaging, and testing
house), fabless ASIC companies provide complete solutions, from RTL/Netlist to chip manufacturing,
packaging, and testing. System companies, consequently, now enjoy faster time-to-market, lower costs,
and more professional design capability.

(2) Overview of System on Chip (SoC)
With the evolution of IC manufacturing process and el ectronic component miniaturization, the market
demand for thin, short, power-saving multifunction ICs increased dramatically, paving the way to the
development of the system-on-chip (SoC) integrated circuit. SOC generally refersto the integration of
acore processor, logic unit, memory unit, and a variety of 1/O interfaces onto a single chip. One chip
can function as a complete system leaving space for chips to perform a variety of specific functions,
such as GPS positioning, WiMax, Audio/Video, cameras, and TV receivers.
As foundry processes move toward nanoscale nodes and external 1P becomes broadly adopted, SoC
designers face design validation and anaysis challenges. Growing SoC integration complexity hasled
to asurge of investment and with it, risk in an SoC project. By offering a total design solution tightly
coupled with manufacturing processes, Alchip provides substantial added value to its customers. Very
few fabless ASIC companies can provide high-end SoC design. The Company’s design capacity is,
thereforefully occupied most of time. Plenty of future growth can be expected as big system companies
will outsource more and more SoC designs.

B. The upper-stream, mid-stream and down-stream semiconductor value chain
The fabless ASIC industry has driven the development of system applications, silicon intellectual property
(SIP), manufacturing, packaging, and testing; forming an industry value chain characterized by
specialization and a division of labor. The diagram below defines, in a general way, functions performed
by each link in the value chain.

Product Applications

. Al
IP Supplier HPC
Supercomputer
‘ IC Design Packaging & Communication
Service ’ Foundry ‘ Testing » End Customer » Consumer Electronics
HDTV
EDA Mobile Multimedia

Medical Device

Security System

C. Product Development Trends
(1) ASIC: Application Specific Integrated Circuit (ASIC) refersto anintegrated circuit used in aparticular
application and on any random circuit board, its design, more than likely, includes at least one ASIC.
Over the past few years, some of the more newsworthy technology breakthroughs in Al, big data and
Al agorithms are ASICs. These applications are now key ASIC markets. Artificial intelligence has
established a rapidly expanding presence in cloud computing, deep learning, security monitoring,
intelligent manufacturing, and automatic driving applications, which are some of the most active
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semiconductor target industries. Thetotal ASIC application market is broadly defined asincluding six
discrete segments. Computers and Peripherals, Wired Communications, Wireless Communications,
Consumer, Automotive, and Industrial/Others. Consumer electronicsis the largest ASIC market, with
the growth coming primarily from mobile communications and high-definition TV applications.
Wireless communications and the computers, and peripherals segments are tied as the second most
active segments.

(2) System-on-Chip (SoC): With the evolution of process technology and platform-based design
methodol ogies, an entire system of heterogeneous functions can now be integrated into a single chip.
A platform-based design method effectively solves issues such as complexity and time-to-market for
different grades of products. In the future, Alchip sees that a variety of consumer electronics can be
“platformed” as aresult of SoC integrated chips.

D. Market competition

Fabless ASIC companies’ primary competitors amegrated Design Manufacturer (IDM) and other
Fabless ASIC companies. With the shift to deep submicron, large IDMs have entered a decline and find
themselves unable to compete with fabless ASIC companies because of the high cost of production.
Currently, most IDMs are gradually moving to a Fab-lite or Fabless model. With regards to competing with
other Fabless ASIC companies, time-to-market is becoming a significant point of differentiation. With
continuous processing speed improvement, and modulation/demodulation agorithms becoming more
complex, designers are minimizing power consumption across the entire chip in the shortest design cycle.
Conversely, other designers are investigating how package design can tolerate the ultra-high power
consumption to ensure high-speed interface signal quality. Alchip is successfully responding to both
challenges and, in doing so istoday considered aleading fabless ASIC company in this competitive global
semiconductor market.

5.1.3 Resear ch and Development

A. In 2022 and 2021, the Company invested NT$1,170,945 thousand and NT$989,405 thousand in R& D
respectively.

B. Successful technology development

Alchip combines the software tools for design (EDA) and design technologies that are researched and

developed internally, including circuits, physical design, and unique software tools for design, to provide

customers with services that improve efficiency, reduce size, lower power consumption, and speed
deployment. Technologies that are researched and devel oped internally are listed below:

(1) Hierarchical physical design and timing budgeting method: Through this method, chip design is
divided into multiple parts that can be designed at the same time, controlling the timing of each part
to meet a chip’s overaltiming requirements.

(2) Physical design method: Through this method, various types of Silicon Intellectual Property (IP) are
used in the high-density chip design to reduce the chip size and achieve cost cutting goals.

(3) Timing and electrical design method: This method improves the defect-free rate by adjusting several
parameters.

(4) Power consumption distribution method: This method reduces power consumption and enhances
electrical efficiency.

(5) Design for Testability (DFT): This method maximizes the scope of testability, while eiminating
unnecessary tests to reduce the testing time and cost.
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(6)

()

(8

Product planning and specification devel opment technology: Alchip conducts cost planning, including
the selection of System-on-Chip (SoC) or System in Package (SiP), planning of system cost and hill
of material (BOM) costs, consideration of process maturity and Silicon Intellectual Property (I1P)
stability, feasibility of next-generation process (haf node), and evaluation on Static Random Access
Memory (SRAM) repair. It also specifiestesting of finished products and solutions, including the joint
development of test solutions with IP vendors, establishment of built-in test module (DFT, BIST), and
with testing machines to achieve mass production; adoption of two sets, four sets, or even eight sets of
circuit boards being tested simultaneously in mass production to save testing cost. Finaly, it develops
the most appropriate packaging approach and builds partnerships with packaging houses to maximize
finished product quality and market efficiency.

SoC and 2.5D/3D package co-design: Emerging chiplet and 2.5D/3D packaging technologies are
reshaping the ASIC landscape. New technologies, such as silicon interposer and silicon bridge, alow
a chip architect to construct an SoC with extremely high computing power, memory capacity and
interconnect bandwidth. Alchip is investing in chip-package co-design methodologies and 2.5D/3D
test chipsto offer complete solutionsto our customers.

Prototype and production technology: During device prototyping and production stages, Alchip works
closely with suppliers via professiona equipment and technology (built-in testing machines and test
grips) to reduce the time taken to enter mass production, while analyzing product characteristics and
sensitivity. They then formulate process conditions and test specifications for the mass production.
The company aso provides a small number of prototypes. During the final acceptance inspection
process, Alchip prepares the mass production of chips, including reliability/qualification anaysis.
Upon entering production, it continues to improve the defect-free rate and shortens testing time to
reduce production costs.

C. Latest technology successes

(D)

(2
3
(4)
()
(6)
(7)

(8)
9)

Completed multiple 7nm designs with TSMC CoWoS® and InFO advanced packaging technology

with customer products entering mass production.

Taped-out several 7nm designs for artificial intelligence application in the first half of 2021.

Taped-out 6nm designs for artificia intelligence application in the second half of 2021.

Completed 5nm test chip design and taped out in the first half of 2022.

Completed 5nm APLink IP testing flow.

Developed 3nm customer design plans with test chip tape-out in January 2023.

Taped-out 7nm design with TSMC CoWoS® advanced packaging technology on high performance

general purpose GPU products.

Taped-out a 16nm automotive ethernet transceiver design in the second half of 2022.

Tier-one system company successes

A. AC Company: One of the Top Green500 supercomputer systems companies in Japanese firms
collaborated with Alchip in 2019 to produce 16nm design application.

B. AE Company: A North American company collaborated with Alchip in 2019 to produce 7nm
artificia intelligence devices.

C. AB Company: A Japanese company collaborated with Alchip in 2020 to produce 7nm niche
devices.

D. AF Company: A North American company collaborated with Alchip in 2021 to produce a 6nm
artificial intelligence device.

E. AG Company: A North American company collaborated with Alchip in 2022 to produce a 16nm
automotive application design.
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5.1.4 Short- and long-term and short-term business development plans

Going forward, Alchip will focus on its core businesses — research, development, design and manufacturing
of high-end processing SoC by working closely with world-class manufacturing suppliers through leading
technologies that improve Taiwan’s international status in the chip designstry. The Company’s sheend
long-term busi ness devel opment plans are implemented through R& D, business, and production initiatives.

Item

Short-term business devel opment plan

L ong-term business devel opment plan

R&D

. Enable early customer adoption of

advanced 3nm/4nm process technol ogy.

. Invest in a 3nm/4nm test chip to validate

silicon data and design methodol ogy.

. Design and verify high-speed D2D (die-

to-die) interface IP to facilitate customer
2.5D/3D SoC designs at 5nm and below.

.Invest in a 25D/3D a test chip in

collaboration with a major foundry and
OSAT supplier to ensure 2.5D/3D
packaging readiness.

. Extend the low-power and low-voltage

custom digital cell portfolio for 5nm and
below.

. Establish a SoC design infrastructure to

support leading edge semiconductor
process nodes.

. Enable SoC designs through a 2.5D/3D

chiplet solution platform.

. Expand the Silicon Intellectual Property

library by investing in high-end custom
digital/analog circuit R&D.

. Improve performance and energy saving

by introducing a new SoC design
methodology and custom circuit.

. Enable system-level design services by

offering SI/PI/Thermal and IP-sub-
system design and verification.

Business

. Transit system customers

. Focus on system customers, and choose

products with a large market potential,
particularly those in HPC/AI fields.
existing
products into advanced processes to
reduce costs and power consumption.

. Increase system integration such as SoC

and SiP architectures.

. Find and develop customers with the best

market potential; focus on customers in
the company’ s three main target markets.

. Build servicesfor major global customers

thorough long-term partnerships and core
technologies, creating visibility and
expanding market share.

. Strengthen strategic aliances and long-

term partnerships with silicon intellectual
property suppliers.

. Work with customers to develop

application  platform  architectures,
establish  cooperative dliances, and
increase competitiveness of system
integration architectures, such as SoC and
SiP.

. Enhance cooperation between upstream

and downstream companies; broaden the
scope to include market information.

Production

. Enhance

integration  of  upstream,
midstream, and downstream processes.

. Provide customers with high-quality

supply chain management to create added
value.

. Build long-term foundry partnerships.

. Strengthen the link between design and

production; continuously reduce
production costs, and improve the defect-
freerate.

. Provide higher-quality supply chain

management and additional back-end
consulting capabilities to create added
value.

. Build close, long-term partnerships with

foundries, including IP verification and
R&D.
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5.2 Market and Sales Overview

5.2.1 Market analysis

A. Thescaleof IC industry is growing

Unit: NT$Billion

Year 2019/ 2020/ 202/ 2002/ | 2003 | 208

IC Industry 2019 | oog | 2920 | 2019 | 2021 | ogp0 | 2922 | 2021 | (Note) (’2‘8‘2‘2’
Industry Revenue 2,6656| 1.7%| 32222 20.9%| 4,082.0| 26.7%| 4,837.0| 185%| 4,564.3| -5.6%
IC Design 602.8| 80%| 8529| 231%|1,2147| 424%]| 12320 1.4%| 1,0800| -12.3%
IC Manufacturing 14721| -0.9%]| 1,8203| 23.7%| 2,2289| 224%| 2,9203| 31.0%|2,8213| -3.4%
Foundry 13125| 21%]| 1,629.7| 2.1%| 1,9410| 19.1%| 2,684.7| 383%| 2,6486| -1.3%
Memory & Other Manufacturing |  159.6| -20.4%| 190.6| 19.4%| 287.9| 51.0%| 235.6| -182%| 172.7| -26.7%
|C Packaging 3463| 05%| 3775 9.0%| 4354| 153%| 466.0| 7.0%| 4500 -3.4%
IC Testing 154.4| 40%| 1715| 111%| 2030| 184%| 2187| 7.7%| 2130| -2.6%
Product Revenue 852.4| 1.3%| 1,0435| 22.4%| 1,502.6| 44.0%| 1,467.6| -2.3%| 1,252.7| -14.6%
WW Revenue Growth (%) 12,076| -12.0%| 12,899| 6.8%| 16282| 26.2%| 16,798 3.2%| 16,115| -4.1%

Note: numbers in 2023 are estimated.

Source: TSIA, ISTI-ITRI (February 2023)

A survey conducted by TSIA (Taiwan Semiconductor Industry Association) revealed that the global
semiconductor market revenue reached US$573.5 billion (NT$16 trillion) in 2022, growing annually at
3.2%, while Taiwan's semiconductor industry revenue reached NT$4.8 trillion, with annual growth of
18.5%. Notably, Taiwan's IC design industry revenue also increased by 1.4% compared to 2021, reaching
NT$1.232 trillion, ranking second globally in production value.
The global semiconductor industry continued its growth momentum from 2021 into 2022, but faced
multiple challenges, including international tensions, fluctuating pandemic conditions, inflationary
pressures, and interest rate hikes. Additiona factors, such as long-term demand and supply shortages,
affected the consumer market, leading to lower-than-expected marketing expansion. Looking to 2023,
external economic pressures continue and consumer market sentiment weak. Supply chain companies
continue to carry high inventory levels, which has affected overall semiconductor market performance. It
is predicted that the global semiconductor market will fall to US$550.2 billion in 2023, representing a4.1%
decline,compared to 2022.
(1) TrendI: Anindustry with speciaization and a division of labor
Until the early 1980’s,He semiconductor industry was characterized as a closed production system
that vertically integrated upstream, midstream, and downstream processes through system companies
who took on everything under a single enterprise. The dedicated foundry business model, established
by TSMC and UMC in 1987 changed al of that. After 2000, the specialization and division of labor
in the semiconductor industry became increasingly apparent, with the exception of afew large IDMs
who owned both IC design and foundry capabilities. Today, system companies concentrate on R&D
in core technology and brand marketing, outsourcing back-end design and production supply chain
management to fabless ASIC companies. The fabless ASIC companies have allied with strategic
partners to form an industry characterized by specialization and adivision of labor.
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(2) Trend Il: High-end processes replace of low-end process
ASIC design seeks to reduce the cost of high-end processes, lower power consumption and shrink
device size. According to arecent Allied Market Research report, the global ASIC market was valued
at $14.87 billionin 2018, and is projected to reach $28.05 billion by 2026, a CAGR of 8.61% between
2019 and 2026.

(3) Trend IlI: System integration gradually moves to SoC (system design)/SiP (Packaging technology)
System products face intense market competition. Shorter development times and more efficient
designs are primary customer requirements. ASIC design covers both SoC and SIP system level
integration. To pursue high-end processes, Alchip provides chip packaging and testing technology to
gain competitive cost, power consumption, and volume advantages. Compared with traditional 1C
packaging, SiP package stacking technology reduces design time, increases packaging density, lowers
risks, and saves system costs. In the future, SoCs will gradually move towards cross-platform
collaboration to make the most of competitive integration through SiP/ SoC integration.

(4) Trend IV: System manufacturers gradually move toward outsourcing ASIC design and production.
Major system products manufacturers serving markets, such as cameras, tablet PCs, and smart phones,
are under the dua pressures of providing more functional diversity at cost competitive prices.
Increasingly, these companies areinvestigating the adoption of an ASIC strategy to gain differentiation
and competitive advantages. System manufactures will concentrate more on keeping core firmware in-

house and gradually move toward outsourcing ASIC design and production.
B. Salesby region
Unit:NT$thousand

Regions of sales 2021 2022
Amount % Amount %

Taiwan 308,092 2.95 1,413,395 10.30
Japan 914,507 8.77 1,872,096 13.64
Mainland China 7,455,270 71.49 3,763,293 27.42
Europe 328,472 3.15 1,288,426 9.39
United States 1,421,935 13.64 5,384,959 39.23
Others - - 3,035 0.02
Totd 10,428,276 100.00 13,725,204 100.00

C. Market share
Asagloba ASIC/SoC design service leader, Alchip drives its business with scale and uniqueness. It isone
of the Top 10 IC design companiesin Taiwan.

D. Future Demand/Supply Conditionsand Potential Market Growth

With SoC’s driving a wide and diverse array of end products, IC manufacturers and I1C design companies
are constantly striving to increase productivity through faster time-to-market and lower I1C design costs.
More and more, system manufacturers prefer to work with fabless ASIC companies who provide the proven
capability to integrate various silicon macros, or IP, into their design and manufacturing output.

Acrossall geographic regions, North America's huge domestic market isthe driving force behind our growth,
and it will be a key area of focus for our future development. On the technology front, the Company
constantly improves its FinFET technology (16nm and below) methodologies, improves its use of general
commercial software for R&D design (EDA), and enhances its supplier chain management to make its
customers’ products market leaders.

E. Competitive Niche
(1) Advance process technology experience:
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Currently the technical experience of most fabless ASIC companies remains at the 90nm node and
above. Alchip, however, is known for its leading-edge, advanced technology capability. It focuses
primarily on highly complex designs of over 20 million gates manufactured on advanced process
technologies of 7nm and below for world-class system companies. It has effectively overcome
challenges electrical closure (including power management, timing convergence, systeminterface, and
signal completeness), design-for-test (DFT), design-for-manufacturing (DFM), and other system-level
challenges. It has responded by reducing design time and increasing chip efficiency to reduce costs,
increase production efficiency, decrease power consumption, and optimize chip size.

(2) Customization service:
To satisfy individual and diverse customer needs, the Company provides moderate flexibility and
creates customized design. Alchip strives to first understand the customer’s requirement, then offers
all-round services from design to mass production.

(3) Quality Assurance:
Alchip’s goal is to provide the highest-quality solutions that reflect the highest standard of excellence,
and creativity. It isin that that spirit that the Company inserts Design-for-Test (DFT) capabilitiesinto
the design stage. Also, ahardwarecircuit isalso installed on achip to allow facilitate an early detection
of faults and manufacturing defects, thereby reducing testing costs and improving the defect-free rate
in mass production. These steps are part of Alchip’s strict quality policies that call for continuoudy
reviewing and enhancing services. The quality service goa is to complete tasks in a time-sensitive,
highly cost-effective manner that ensures products and performance that meet customer requirements.

(4) Master the advanced process design technologies:
Alchip engineers have mastered a vast area of design capabilities covering both mature and of
advanced process technologies. With this comes and in-depth understanding of the variability across
advanced processes. As aresult, they can minimize design risk by predicting and preventing resulting
from variability. In the chip design and packaging, their system analysis capabilities and experience
ensures the predictability of system factors, such as: Signal Integrity (SI) and Power Integrity (PI).
Alchip’s advanced process design solutions have achieved empirical results from more than 200
million mass-production chips. After adopting Alchip’s design programs, customers complete product
design goalsin the shortest possible time and gain significant the cost-effectiveness when their devices
reach mass production.

(5) Réiahility:
High-complexity SoCs face a plethora of reliability, quality, cost, and time for products to market
challenges. The Company has completed more than 480 design projects since it started business in
2003 and has earned a number of industry and system company quality certifications. Regardless of
complexity, Alchip has achieved first time silicon success on al its wafer starts. Alchip has
accumulated this enviable record because it carefully considers all environment variation factors that
can occur during early circuit design stages to eliminate the time and reduce the costs associated with
re-designsand re-spins. Alchip achievesahigh degree of reliability assurance through careful planning
and implementation, concentration on reliability, pre-sale support, and continuous reliability
improvement in related products.

(6) Long-term customer relationships and strategic aliance partners:
The Company has long-term relationships with all customers, and pursues shared goals for better,
faster results and lower costs. Through its supply chain management practices, it a so maintains strong
relationships with upstream and downstream strategic partners, to provide customers with complete
sol utions and more competitive products.

F. Advantages, disadvantages and responsive strategiesin the development of per spective
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(1) Advantageous factors:

i. A complete Taiwan semiconductor industry supply chain: The semiconductor industry is
characterized by a division of labor based on speciaization and close relationship between
upstream and downstream partners. The Republic of Taiwan has advanced-process wafer fabs,
packaging, and testing houses and complete set of satellite suppliers, who offer a comparative
advantage in the development of 1C design services. Furthermore, Taiwan’sonvenient location
attracts business from around the globe because of its first-class international competitiveness.

ii. Heavy demand for semiconductor products from Taiwan: Taiwan's OEM/ODM business are
known for their sub-contract manufacturing high production efficiency and economies of scale
semiconductors and other electronic system products. This is reflected in the large demand for
Taiwan’s domestic market to support foreign manufactur@s. the whole, Taiwan’s
semiconductor industry is driven largely by demand for high-performance computing, artificial
intelligence, 5G networks, self-driving cars. With the strong demands in high-end devices, industry
prospects offer a promising outlook.

iii. Support by government policy: The electronics industry has been strongly supported by the
government of Taiwan through investments in the semiconductor OEM/ODM sector, and by
fostering information technology, consumer electronics, and IC manufacturing industries.
Talented people and industrid structure are viewed by the government as beneficial for long-term
development.

(2) Disadvantageous factors and responsive measures:

i. Since there are few engineers with advanced-process experience, talented people are difficult to
find and develop. Retaining professional personnel has become increasingly competitive because
of the flourishing of 1C industry. Companies often pay a high price to recruit and train outstanding
talents. As a result, The Company invests heavily in human resources to obtain, train and retain
employees by strengthen their sense of belonging and loyalty.

[ Responsive Measure]

® The Company develops its own taents over a long period through internal and external
professiona education and training, as well as on-the-job training, and improves employee
benefits to reduce the turnover rate.

@ Adoption of employee stock options structured to retain talent.

ii. Inlight of the fact that the semiconductor industry looks promising short term and long term, the
demands for design resource will be extensive. In this environment, the Company needsto steadily
expand its resources to improve service quality. In addition, IDM business model is fast becoming
non-competitive and system customers are aggressively looking for long-term business partners.
Currently, the design service industry is limited in size, and requires expanding its scale to gain
larger orders from world-class system companies.

[ Responsive Measure]

® Simplify the development and design process to improve productivity.

@ Build application specific Silicon Intellectual Property platforms to shorten design time and
reduce resource requirements.

5.2.2Main Product Application and Production Flow

A.Main product application
Alchip’s major products are divided into three categories
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(1) Artificia Intelligence/High-Performance Computing/Communication market: The market for network,
storage, and computing devices is growing. To meet higher standards for performance, these devices
must use increasingly complex high-efficiency and high-density systems-on-chips (SoCs). Alchip has
completed severa high-performance computing (HPC) devices that are ranked at the top of the
Green500 ratings for a Japanese system company. In addition, the Company has also completed a
number of high-performance computing projects for CPU manufacturers in China. In the U.S. and
Europe regions, Alchip has provided advanced process design and mass production for severa high-
profile high-performance computing and artificial intelligence customers.

(2) Consumer electronics products: Alchip’s consumer electronics experienomludes designs for
applications such as HD-TV, mobile phones, digital still and video cameras, entertainment systems,
portable media players, and tablet PCs. Mobile communication devices applications cover MP3,
camera, GPS, mobile TV, wireless, and gaming. The semiconductor consumer sector is the fastest
growing segment. In response to the fierce competition in the market, Alchip provides predicable chip
realization time, adopts applied efficiency circuits with empirical experiences, completes prototype
chips and enters mass production in the shortest possible time to help customers achieve maximum
returns on their investments.

(3) Niche market products. These include ASIC designs for specia applications such as automotive,
surveillance systems, entertainment machines, and medical equipment and instruments.

Consumers

* Networking

B. Production process of major products:

Chip design is composed of front-end design and back-end design. The front-end design is provided by the
system company, and back-end design, production, and manufacturing are subcontracted to Alchip.

At the front-end, the system company defines the product concept. RTL (Register Transform Level) isused
to describe functions required by the IC and determines the operating speed of the product. Finaly, the
target database containing all the details (basic functional logic) is established. Through synthesis software,
RTL isconverted into aNetlist, where electronic circuits are converted to logic gates, functions are defined,
and the operating clock is optimized. The completed front-end design is then given to a fabless ASIC
company like Alchip for back-end design.

Back-end design is divided into two phases. Thefirst phase begins with the initialization of the design case
and ends in receipt of customer’s filNgtlist. In the second phase, engineers use physical design software

-88-



to convert the Netlist into the actual device layout, and generate what is called a GDSII file that is used to
print the manufacturing masks. Thisis commonly known as tape-out.

Customer Alchip Alchip
/ Collaboration / Physical Design Solution Turnkey Solution

Concept * Floor Planning + Mask Making
* Architecture * Physical Synthesis + Fabrication
Design * Electrical Design * Assembly / Packaging /
+ RTL Design *  Place & Route Testing
Synthesis * Timing Optimization * Prototyping
* Electrical * Production QA
Optimization + System Testing
*  Verification * Production
Continuous Yield
Improvement

Alchip provides both back-end design and complete “turnkey” services that also cover wafer fabrication,
packaging, and testing. In Alchip’s service processytafer fabrication phadmgins after delivery ahe
GDSII file to foundries for manufacturing. The chip manufacturing process is roughly divided into the
following steps. wafer fabrication, wafer probe, assembly, initial test and final test. Alchip has built close
working relationships with its suppliers so that it can provide complete back-end design and production.

D

2

©)

Siliconintellectual property suppliers: Alchip works closely with siliconintellectua property suppliers
and seeks the most appropriate capacity/price ratio. Alchip provides products from select IP suppliers
around the globe. Customers can adopt their own IP and then combine them flexibly with IP provided
by Alchip.

Foundries: Alchip chooses cooperative firms based on customer’s. Wdekip operates an open
foundries business model that it does not depend on the limited design capability and development of
afixed foundry. The Company keeps good partnerships with most foundries (such as TSMC). It aso
cooperates closely with TSMC in back-end design research and development for deep-submicron and
high-end processing SoCs.

Packaging/testing house: Alchip works with the engineering teams of both its customer and its
packaging/testing house partners early in the back-end design stage for design accuracy and state-of -
the industry manufacturing yields. Later in the process, Alchip logistics group assures timely
production and device delivery through sound production planning, and tight interaction with al
supply chain companies.

5.2.3 Raw Material Supply

Main raw material Main source Supply status

Wafer Tawan Good

5.2.4 Major suppliersand customers
A. Major suppliersaccounting for morethan 10% of total purchase amount in years 2022 and 2021

Unit: NT$ thousand

2021 2022
| of ull yeur [RIONSR of ful-ye [RLIONSHp
Iltem| Supplier | Amount net purchase V\IIISfShJ te?e Supplier | Amount net purchase V\I/g[gu ;he
(%) (%)
1 TSMC 2,136,872 68.57 None TSMC 8,740,145 66.15 None
2 ASE 425,262  13.65 None Samsung | 2,484,657 18.80 None
3 Samsung 412,127 13.23 None - - - -
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Explanation: Alchip is a professional 1C design company, and its main purchase item is wafer. Alchip
pursues quality and ensures delivery time, and has the long-term cooperation and builds
stable partnership with wafer foundries. The purchase item from Samsung company isHigh
Bandwidth Memory(HBM),the increase in the purchase amount due to increase in
customers order. The purchase item from ASE company is Substrate, the decrease in
purchase amount due to the decrease in demand.

B. Major customers contributing morethan 10% of total salesamount in years 2022 and 2021

Unit: NT$ thousand

2021 2022
gfe][ﬁﬁ”;aga? Relationship FEroentade |Relationship
[tem| Customer | Amount with the Customer | Amount Y with the
net sales . net sales .
(%) issuer (%) issuer
1 |AD Company|2,613,937 25.07 None AE Company|4,310,100| 31.40 None
2 | SCompany |2,226,455 21.35 None - - - -

Explanation: The increase in the sales amount of AE Company was resulting from the increase of chip
production. The decrease in the sales amount of AD Company and S Company was resulting
from the decrease of chip production in 2022.

5.2.5 Production output in years 2022 and 2021
Unit:thousand;NT$thousand
Year 2021 2022
Output
Quantity Vaue Quantity Vaue

Major Products

ASIC and Chip production 16,637 7,282,317 20,347 8,020,778
NRE (Note) 61,700 (Note) 87,758
Others 953 6,741 3,377 82,848
Total 17,590 7,350,758 23,724 8,191,384

Note: Alchip is aIC design company, The main business is to provide various services related to IC
design commissioned by customers. Since the contracting specifications, committed costs, etc.
differ from case to case, and the Company does not have its own fab capacity, the capacity for

general manufacturing is not appli

cable.

5.2.6 Salesamount in years 2022 and 2021

Unit: NT$ thousand

_ Year 2021 2022
Sg' %g?;t Domestic sales Overseas sales Domestic sales Overseas sales
Quantity| Vaue |Quantity| Vaue [Quantity| Vaue |Quantity| Vaue

Major Products
ASIC and Chip 3,616 275,630| 11,506 9,966,056 2,673| 1,375,758 17,323| 12,062,144
production
NRE (Note)| 32,462 (Note) 143540 (Note) 37,636| (Note) 192,448
Others - - 953 10,588 - -l 2,192 57,218
Tota 3,616| 308,092| 12,459( 10,120,184 2,673| 1,413,394 19,515| 12,311,810

Note:The main business of design service is to provide various services related to IC design
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commissioned by customers. Since the business is contracted on a case-by-case basis, the sales
for general manufacturing is not applicable.

5.3 Information on Employees

The Companys number of employees employed, their average years of service, average age, the percentage

of employees at each education level for the two most recent years:

The Current Year up
vear 2021 2022 to March 31, 2023
Supervisor of
Number of M an:rgzréilvléevel 139 149 147
Employees ™ General stff 327 421 417
Total 466 570 564
Average age 335 32.3 32.8
Average years of service 6.5 5.7 5.9
Ph.D. 1.1% 0.7% 0.7%
Percentage of Master 38.4% 36.0% 36.4%
Employees at College 59.9% 62.8% 62.4%
Each Education|  Senior High
Level School and below 0.6% 0.5% 0.5%
(inclusive)

5.4 Expenditure on Environmental Protection

Disbursements for environmental protection: any losses suffered by the company in the most recent fiscal year
and up to the annual report publication date due to environmental pollution incidents (including any
compensation paid and any violations of environmental protection laws or regulations found in environmental
inspection, specifying the disposition dates, disposition reference numbers, the articles of law violated, and the
content of the dispositions), and disclosing an estimate of possible expenses that could be incurred currently
and in the future and measures being or to be taken. If areasonable estimate cannot be made, an explanation
of the facts of why it cannot be made shall be provided: None.

5.5 Labor Rdations

5.5.1 Describe employee benefit plans, continuing education, training, retirement systems, and
the status of their implementation, and labor-management agreements and measures for
upholding employees’ rights and interests

A. Employee benefit plans
The Group’s employee benefit plaage implemented in accordance with relevant laws and regulations
where subsidiaries are located, including labor and health insurance, group insurance, pension distribution,
and annua physical examination. The subsidiaries of the Group aso establish employee welfare
committees responsible for planning and handling enggl®ywelfare matters including cash gifts for
holidays and festivals, outing and related activities and year-end party.

B. Continuing education and training
To enhance employees’ professional capabilitiesaghieve the company’s goals in cultivation of talent,
the Company makes annual training programs for employees based on the Compegigigndnt
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strategy and employees’ needs, scrupulouslyeémphts training, and conducts reviews and auditing on
training performance in accordance with 1SO Standard for Training Management and Process.

C. Retirement systems and status of their implementation
Alchip's retirement systemare implemented in accordance with Labor Standards Act and Labor Pension
Act of the republic of Chinato provide protection for employees’ security.

D. Labor-management agreements and measures for upholding employees’ rights antkr ests
The Group has always valued empla/eghts and interests as well as their opinions. We keep labor
relations harmonious, and employees may make communications and submit their suggestions on the
company’s operations thugh regular labemanagement conference.

E. Employee safety and environment management
The Company fulfills the socia responsibility and provides a safe working environment to the employees.
The Company not only complies with the related regulations of occupational health and safety, but also sets
health and safety rules such as prevention of sexua harassment.The Company also pays attention to the
following matters.
e Safeworking environment
In order to ensure the safety of the working environment, the employee of the Company has to use a
key card to access the office,elevator and parking areas. Visitor of the Company should register and
be led by the staff into the office. The main entrance of the office is monitored by a security system.
*  Regular fire safety inspection
In order to ensure that all fire equipment and sensors are maintained, the Company arranges yearly
fire safety inspection. Moreover, the Company also arranges ayearly fire drill.
e Maintaining a hygenic environment
(DAnnual air conditioner maintenance.
(2)Bi-annual checking of carbon dioxide level.

5.5.2 Describe any losses suffered by the company in the most recent 2 fiscal years and up to
the annual report publication date due to labor disputes (including any violations of the
Labor Standards Act found in labor inspection, specifying the disposition dates,
disposition reference numbers, the articles of law violated, the substance of the legal
violations, and the content of the dispositions), and disclosing an estimate of possible
expenses that could beincurred currently and in the future and measures being or to be
taken. If a reasonable estimate cannot be made, an explanation of the facts of why it
cannot be made shall be provided:

None.
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5.6 I'T Security Management

5.6.1 Structure,Policy and Resour ce

A. Information Security and Risk Management Structure

1. Alchip has established "Information Security Management Committee" in 2021, divided into IT Team,
Audit Team and Event Report Team, to be accountable for information security and protection related
policy compilation, implementation, compliance audit, and risk management. Alchip Information
Security Management Committeeisresponsible for managing enterprise information security, while the
VP of Strategic Alliance supervises the overall information security management mechanism and
direction.
In order to implement the information security strategy formulated by the committee and ensure internal
compliance with security policy and instruction, IT Department isresponsiblefor I T security precaution
and security event handling. Meanwhile, Internal Auditing teamisin charge of IT security audit and QS
department isin charge of event reporting to external parties, such as suppliers.

2. Organizational Structure of Information Security Management Committee

IT Security Committe

Covenor: IT Director
Member : Operation VP, Design Enginening VP, QRA Director, Internal
Auditing

\
|
! A 4 A 4 h 4
|
: IT Team Audit Team Event Report Team

IT Security 4 _~|Reponsbile to I'T In charge of IT In charge of event
Handling Center| ¥ |Security prentation Security Auditing reporting tasks.
tasks.

and IT security even

handling tasks.
Owner: Owner: Owner:
IT Department Internal Auditing QRA
Support Department:
IT Department

B. Information Security Policy
To effectively implement information security management, Information Security Management teams
regularly reviews the applicability of measures based on the feedback from members across all branches.
The implementation results of information security measures will be organized into different phases per
below and report to Information Security Management Committee regularly.

1. Planning Phase: Focus on information security risk management and establish a comprehensive
management system. Create and provide the confidential information security protection service with a
high standard that fulfils customers’ needs, aftersidering potential threats from the system, technical
and program perspective

2. Execution Phase: Build multi-layer information security protection measures, continue to introduce
innovative information security defense technology, and integrate the information security control
mechanism into daily software and hardware maintenance, supplier security management and other
operations. The key is to maintain the confidentiality, completeness and availability of our important
assets, through systematic monitoring of information security.
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3. Audit Phase: Actively monitor the output of information security management measures and quantify
the indicators based on the results of the audit. Meanwhile, evaluate the information security maturity
through regular analog drills of information security attacks.

4. Action Phase: Ensure supervision and audit on information security are implemented through
continuous reviews and goals for improvement. If any employee violates relevant norms, consequences
will be decided based on the information security violation processing procedures, and depending on
each violation circumstance, might affect individuals’ annual performance appraisal result or other
necessary legal actions. In addition, regular reviews and improvement on information security measures,
training and announcement broadcast will be updated, according to performance indicator and maturity
test.

C. Management Strategy

1. Multi-layer Information Security Protection
e Physical Security: Control entry to the data center and core storage area to prevent unauthorized

access.

* Network Security: Introduce advanced technology to perform computer scanning, system and
software updates. Strengthen the network firewall and network control to prevent computer virus
spread to internal network.

e Device Security: Build instant endpoint antivirus measures to enhance malware detection. Control
the access and permissions of device to prevent access to undetected hardware devices and
installation of unauthorized software.

e Application Security: Establish application devel opment safety self-check list, evaluation criteriaand
goals for improvement.

e Supply Chain Data Security: Develop supplier information security data protection self-check
mechanism and update latest corporate information security regulations and notice.

e Information Security Enhancement: Encrypt company confidential files. Control and track outgoing
emails and files. Refine data access rights to prevent unauthorized data access.

2. Review and Continuous |mprovement
e Strengthen employees awareness of cyberattack through email and instant messaging tools and

implement phishing email prevention and detection.

* Implement firewall policy and log check periodically to optimize vulnerabilities timely.

* Improve disaster recovery measures for critical business systems and strengthen recovery backup.

3. Information Security Monitoring
e Assign external expertsto conduct regular network and information security examination
e Integrate information security vulnerability assessment reports from partner vendors and conduct

risk analysis.

5.6.2 Damage and I mpact

Alchip mail system is under attack by unknown external users who try to log in on aweekly basis. So far, the
email system has never been hacked, since protection mechanismis already setup for precaution.

5.7 Material Contracts

Supply and sales contracts, technical cooperation contracts, engineering/construction contracts, long-term loan
contracts, and other contracts that would affect shater®lequity, where said contracts are either still
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effective as of the date of the publication of annual report, or expired in the most recent year are listed as

follows:

5.7.1 Alchip Technologies, Limited,Alchip(Holdco)

Agreement

Counterparty

Start/end Dates of
contracts

Magjor content

Restrictive
clauses

Partner

F Company

One year from March
13, 2009
(automatically
extended for one year
annually)

F Company appointed Alchip (Holdco) as
its “Value Chain Aggregator”.

None

Software
licensing

G Company

From April 1, 2003 to
this day

G Company licensed Alchip (Holdco) the
right to use Licensed Products (and it
signed an amendment to the contract of
software license with Alchip (Holdco),
Alchip (Shanghai) and Alchip (Jiana) on
October 11, 2022. G Company licensed
Alchip (Holdco), Alchip (TW), Alchip
(JP), Alchip (Wuxi) -~ Alchip
(Shanghai) -~ Alchip(Guangzhou) ~ Alchip
(Jiana) and Alchp(USA) the right to use
Licensed Products and  patented
technologies with expiration date on
October 30, 2025).

None

Technology
licensing

G Company

From April 1, 2003 to
this day

G Company licensed Alchip (Holdco) the
right to use Licensed Products (and it
signed an amendment to the contract of
technology license with Alchip(TW
Branch) and Alchip(Shanghai) on April
29, 2020. G Company licensed relevant
patents on technologies to Alchip(TW
Branch) and Alchip(Shanghai) for use
with expiration date on May 5, 2023).

None

Technology
licensing

G Company

From April 1, 2003 to
this day

G Company licensed Alchip (Holdco) the
right to use Licensed Products (and it
signed an amendment to the contract of
technology license with Alchip (Jinan)
and Alchip(Shanghai) on April 29, 2021.
G Company licensed relevant patents on
technologies to Alchip(Jinan) and Alchip
(Shanghai) for use with expiration date on
May 6, 2024).

None

Technology
licensing

G Company

From April 1, 2003 to
this day

G Company licensed Alchip (Holdco) the
right to use Licensed Products (and it
signed an amendment to the contract of
technology license with Alchip (Hefei)
and Alchip(Shanghai) on November 26,
2021. G Company licensed relevant
patents on technologies to Alchip(Hefei)
and Alchip (Shanghai) for use with
expiration date on November 30, 2024).

None

Technology
licensing

G Company

From April 1, 2003 to
this day

G Company licensed Alchip (Holdco) the
right to use Licensed Products (and it
signed an amendment to the contract of

None

-O5-




Start/end Dates of . Restrictive
Agreement | Counterparty contracts Major content olauses
technology  license  with  Alchip
(Guangzhou) and Alchip(Shanghai) on
November 26, 2021. G Company licensed
relevant patents on technologies to Alchip
(Guangzhou) and Alchip (Shanghai) for
use with expiration date on November
30,2024).
Technology |G Company |From April 1, 2003 to | G Company licensed Alchip (Holdco) the
licensing this day right to use Licensed Products (and it
signed an amendment to the contract of
technology license with Alchip(TW
Branch) and Alchip(Shanghai) on October None
14, 2022. G Company licensed relevant
patents on technologies to Alchip(TW
Branch) and Alchip(Shanghai) for use
with expiration date on October 13, 2025).
Software H Company |From June 29, 2006 to | H Company licensed Alchip (Holdco) the
licensing the termination by H |right to use Licensed Materials.
. None
Company as agreed in
the contract
5.7.2Alchip Technologies, Limited, TW Branch
Start/end dates of . Restrictive
Agreement | Counterparty contracts Major content clauses
Designand |AE From February 26, Alchip (TW Branch) provides product
production Company 2018 to this day. R&D services, manufactures, and sells
integrated circuit products to AE None
Company based on the Statement of Work
attached with the contract.
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VI. Financial Highlights

6.1 Consolidatd Balance Sheets

Unit: NT$ thousand
Iltem 2018 2019 2020 2021 2022
Current assets 2,883,785 4,108,247 7,693,440 11,557,631| 18,240,447
Property, Plant and Equipment 316,836 389,422 814,549 884,334 710,484
[Intangible assets 146,759 221,553 123,696 37,887 89,456
Other Non-Current assets 16,326 14,987 15,968 71,940 114,352
Total assets 3,717,404| 5225066| 9,112,980 13,257,637| 19,738,125
Before 768574 1,815666| 5131,391| 2,839,007| 6,607,763
Current distribution
liailities  |After 859,250| 2,029,777| 5596,778| 3,629,331 (Note)
distribution
Non-current liabilities 27,931 107,655 93,347 70,426 128,308
Before 796505 1,923321| 5224738 2909433| 6,736,071
. ... |distribution
Total liahiliti After
sribution 887,190| 2,137,432| 5,690,125| 3,699,757 (Note)
Equity attributable to owner of
the company 2920,899| 3,301,745| 3,888,242| 10,348,204| 12,993,494
Share capital 597,731 606,129 620,285 706,876 719,280
Capital surplus 1456,360| 1,534,620 1,684,359| 7,292281| 7,792,801
Before
Retained Sitribution 821,922 1,164,749| 1,785555| 2,696,969| 3,735,808
carnings After 731,237 950,638| 1,320,168 1,906,645 (Note)
distribution
Other equity 44,886 (3753)| (201,957 (347,922 745,605
Treasury stock - - - - -
Non-controlling interest - - - - 8,560
Before 2020,899| 3301,745| 3,888242| 10,348204| 13,002,054
) distribution
Total equity After
sribution 2830,214| 3,087,634| 3422855| 9,557,880 (Note)

Note: Pending on the approval of 2023 shareholders’ meeting
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6.2 Consolidatd Statements of Comprehensive Ilncome

Unit: NT$ thousand

Item 2018 2019 2020 2021 2022
Operating revenues 3,450,678 | 4,331,956| 7,078,919 10,428,276 | 13,725,204
Gross profit 1,291,441|1,611,042| 2,307,267 | 3,562,565| 4,429,571
Profit (loss) from operations 321,925| 432,878 987,143 | 1,827,955 2,311,055
Non-operating income & 12.880| 92405 98647| 73110| 72,065
expenses
Profit(loss)before income tax 334,805| 525,283| 1,085,790 1,901,065| 2,383,120
Net profit(loss) from operations | - o7 5571 433510|  834.017| 1,489,723| 1,833,293
of continued segments
Net profit(loss) 257,357 433,512 834,917| 1,489,723| 1,833,293
Other comprehensive
income(l0ss) 81,936| (48,639)| (198,204)| (98,020)| 1,093,527
(net of income tax)
Total comprehensive 339,293 384,873| 636,713| 1,301,703| 2,926,820
income(l0ss)
Net income attributable to 257,357| 433512| 834,917| 1,489,723| 1,834,414
shareholders of the parent
Net income attributable to non-
controlling interest i i i i (1,121)
Comprehensive income
attributable to Sharehol ders of 339,293 384,873 636,713 1,391,703| 2,927,941
the parent
Comprehensive income
attributable to non-controlling - - - - (1,122)
interest
Earnings(loss) per share (NT$) 4.22 7.20 13.61 21.34 25.69

6.3 CPA opinions from 2018 to 2022

Y ear CPA Accounting Firm Auditor’s Opinion
2018 Yi-Wen Wang, Cheng-Ming Lee | Deloitte & Touche Unqualified opinion
2019 Yi-Wen Wang, Cheng-Ming Lee | Deloitte & Touche Unqualified opinion
2020 Yi-Wen Wang, Shih-Tsung Wu | Deloitte & Touche Unqualified opinion
2021 Yi-Wen Wang, Li-Chun Chang | Deloitte & Touche Unqualified opinion
2022 Yi-Wen Wang, Li-Chun Chang | Deloitte & Touche Unqualified opinion
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6.4 Five-Year Financial Analysis

Item 2018 2019 2020 2021 2022
Debt ratio(%) 2143 36.81] 57.33 21.95 34.13
Financial |Ratio of long-term capital to
structure |property, plant and 930.71f 875.50f 488.81] 1,178.13] 1,846.88
equipment(%o)
Current ratio (%) 375.21] 226.27| 149.93 407.10 276.05
Liquitity |Quick ratio (%) 322.36| 189.67| 111.00 329.26 127.49
Interest earned ratio (times) 376.76| 117.32| 275.61 735.00 831.93
Accounts receivable turnover 6.26 537 9.08 128 10.83
(times)
Days sales outstanding 58 68 40 29 34
Inventory turnover (times) 9.20 5.49 5.67 99 1.79
Operating |Accounts payable turnover 2367 988 12200 1802 7.97
performanc |(times)
e ﬁ\a\‘/yesrage inventory turnover 40 66 64 61 204

Property, plant and

! . 11.77 12.27 11.76 12.28 17.21]
equipment turnover (times)

Total assets turnover (times) 1.01 0.97 0.99 0.93 0.83
Return on total assets (%) 7.55 9.78 11.69 13.34 11.13
Return on equity (%) 9.13] 1393 2322 20.93 15.70

Pre-tax income to paid-in
Profitability |capital (%6) 56.01f 86.66| 175.05 268.94|  331.32
Net margin(%o) 7.46 10.01 11.79 14.29 13.36
E,\i“’%;)eam' ngs per share 422 720 1361 2134 2569
Cash flow ratio (%) 132.66 91.67 88.75 12.17 (3.72)
Cash flow |Cash flow adequacy ratio (%)| 112.50] 122.29] 155.93 117.98 43.85
Cash reinvestment ratio (%) 16.64 26.07 61.87 (0.84) (5.43)
L everage Operating leverage 6.15 5.80 3.60 2.96 2.79
%€ [Financial leverage 100 101  1.00 1.00 1.00
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Anaysisfor the changes that exceed 20% in the past two years
(1) Debt Ratio increased by 55%, mainly due to increase in receive in advance from
customer and accounts payable in 2022.
(2) Ratio of long-term capital to property, plant and egquipment increased 57%, mainly due
to increase in shareholders’equity in 2022.
(3) Current Ratio, Quick Ratio decreased by 32% and 61%, respectively, mainly due to
increase in receive in advance from customer and accounts payable in 2022 .
(4) Inventory turnover (times), Average inventory turnover days decrease 70% and
increase 234%, respectively, mainly due to increase in inventories in 2022.
(5) Accounts Payable Turnover Rate deecreased by 56%, mainly due to increase in
accountants payable in 2022.
(6) Property, plant and equipment turnover (times) increase 40%, mainly due to increasein
operating revenue in 2022.
(7) Return on equity decrease 25%, due to increase in shareholers’ equity in 2022.
(8) Pre-tax incometo paid-in capital, EPS increased by 23% and 20% , respectively, mainly
due to increase of net profit in 2022.
(9) Cashflow ratio,Cash flow adequacy ratio ,Cash reinvestment ratio decreased by 131%,
63% and 546%, respectively, mainly dueto increaseininventories, increasein cash used
in operating activitiesin 2022.
Notel: Financia analysis equations:
1. Financia structure
(1) Ratio of liabilities to assets= Tota liabilities/Total assets
(2) Ratio of long-term assets to Property, plant and equipment=(total equity+non-current liabilities)/ property,
plant and equipment, net
2. Solvency
(1) Current ratio=Current assets/Current liabilities
(2) Quick ratio=(Current assets-inventory-prepaid expense)/Current liabilities
(3) Multiple of interest protection=income tax and interest expenses net income before income tax/interest
expenses in the current period
3. Operating ability
(1) Account receivable turnover(times)=Net sales/Average accounts receivable and notes receivable(net)
(2) Days salesin account receivable=365/Account receivable turnover(times)
(3) Inventory turnover= Cost of goods sold/Average inventory
(4) Payables (including accounts payable and notes payable resulting from operation) turnover = net sales /
balance (gross) of average accounts payable (including accounts payable and notes payabl e resulting from
operation)
(5) Average days in sales=365/Inventory turnover
(6) Property, plant and equipment turnover(times)=Net sales/ net sal es/average property, plant and equipment,
net
(7) Total assets turnover=Net sales/Average assets
4. Profitability
(1) Ratio of return on total assets=[net income+interest expense(1-tax rate)/Average assets]
(2) Ratio of equity= Net income/Average total Equity
(3) Profit ratio=New income/Net sales
(4) Earnings per share=(Net income- preferred stock dividend)/Weighted average stock issued (Note 4)
5. Cashflow
(1) Cash flow ratio=Net cash flow from operating activity/Current liabilities
(2) Cash flow adequacy ratio=Net cash flow from operating activities in five years/(Capital
expendituret+inventory increase+cash dividend) in five years
(3) Cash reinvestment ratio=(Net cash flow from operating activity —cash dividend)/ gross of property, plant
and egquipment+long-term investment+other non-current assets+working capital)(Note 5)
6. Leverage
(1) Operation leverage=(Net operating income-operating cost and expense)/Operating income
(2) Financia ratio= Operating income/(Operating income-Interest expense)
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6.5 Audit Committee’s Review Report

Alchip Technologies, Limited
AUDIT COMMITTEE’'S REVIEW REPORT

To: Shareholders’ Annual General Meeting for Y&&23, Alchip
Technologies, Limited

The Board of Directors has prepared and submitted to the undersigned, Audit
Committee of Alchip Technologies, Limited 2022 Business Report,
Consolidated Financial Statements and Dividend Distribution proposal. The
Consolidated Financial Statements have been duly audited by Certified Public
Accountants Yi-Wen Wang and Li-Chun Chang of Deloitte & Touche. The
above Business Report, Consolidated Financial Statements and Dividend
Distribution proposal have been examined and determined to be correct and
accurate by the undersigned. ThisReport isduly submitted in accordance with
Article 14-4 of Securities and Exchange Law and Article 219 of the Company

Law.

The Audit Committee, Chairman:

o W””"" //1:7
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6.6 Consolidated Financial Statement for the most recent year, Including
an Auditor's Report Prepared by a CPA, and 2-year Comparative
Balance Sheet, Statement of Comprehensive Income, Statement of
Changes in Equity, Cash Flow Chart, and any Related Footnotes or
Attached Appendices

Please refer to pages 142 to 210.

6.7 A Parent Company Only Financial Statement for the Most Recent Year,
Certified by a CPA, but not Including the Statements of Major
Accounting Items

Not applicable.

6.8 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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VII. Financial Status,Operating Results, and Risk M anagement

7.1 Financial Status

Unit: NT$ thousand

021 — Difference
Item Amount %
Current Assets 11,557,631 18,240,447 6,682,816 57.82
Eroperty’ Plant and 884,334 710,484 (173,850) (19.66)
quipment
lintangible Assets 37,887 89,456 51,569 136.11
Other Non-Current Asse 71,940 114,352 42,412 58.96
Total Assets 13,257,637 19,738,125 6,480,488 48.88
Current Liabilities 2,839,007 6,607,763 3,768,756 132.75
Non-Current Liabilities 70,426 128,308 57,882 82.19
Other Liabilities - - - -
Total Liabilities 2,909,433 6,736,071 3,826,638 131.53
Share Capital 706,876 719,280 12,404 1.75
Capital Surplus 7,292,281 7,792,801 500,520 6.86
Retained Earnings 2,696,969 3,735,808 1,038,839 38.52
Other Equity (347,922) 745,605 1,093,527 314.30
Total Equity 1,0348,204 13,002,054 2,653,850 25.65

1. Analysisfor changes that exceed 20% and reached NT$10 millionn in past the two years:

(1) Current AssetsMainly due toincrease in inventories in 2022.

(2) Intangible Assets : Mainly due to increaseurchase of intellegal property in 2022.

(3) Other Non-Current AssetsMainly due toincrease in refundable deposits in 2022.

(4) Current liabilities : Mainly due to increase in receive in advance from customer and
accounts payable in 2022.

(5) Non-Current Liabilities: Mainly due toincrease in lease liabilitiedeferred tax liabilitiesin
2022.

(6) Retained Earnings : Mainly due to increase in net profit in 2022.

(7) Other Equity : Mainly due tochanges of Exchange differences arising on translation to

presentation currency.
2. The changes had no major impact on Alchip’s financial paosit.
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7.2 Operating Results

7.2.1 Financial performance analysisfor the previous 2 years
Unit: NT$ thousand

Item 2021 2022 Difference
Amount %

Operating revenues 10,428,276 13,725,204 3,296,928 31.62
Operating costs 6,865,711 9,295,633 2,429,922 35.39
Gross profit 3,562,565 4,429,571 867,006 24.34]
Operating expenses 1,734,610 2,118,516 383,906 22.13
Profit from operations 1,827,955 2,311,055 483,100 26.43
Non-operating income and 73,110 72,065 (1,045) (1.43)
expenses
Profit before income tax 1,901,065, 2,383,120 482,055 25.36
Income tax expense 411,342 549,827 138,485 33.67
Net profit 1,489,723 1,833,293 343,570 23.06
Other comprehensive (98,020) 1,003,527 1,191,547 1,215.62
income(l0ss)
Total comprehensive 1,391,703 2,926,820 1,535,117 110.30
income(loss) for the year

1. Analysis for changes that exceed 20% and reached NT$10 millionn in the past two years:

(1) Operating revenue : Mainly due to increase in the revenue of chip production in 2022.

(2) Operating costs : Mainly due to increase in chip production business as well asincrease in production
cost in 2022.

(3) Operating expenses : Mainly duetoin creasein pay raisein 2022.

(4) Gross profit, Profit (loss) from operations, Profit before income tax, Net profit: Mainly due to the
increase in operating revenues in 2022.

(5) Income tax expense : Mainly due to increase in profit before income tax in 2022.

(6) Other comprehensive income(loss) : Mainly due to exchange differences arising on trandlation to the
presentation currency.

(7) Total comprehensive income(loss) for the year : Mainly due to aforementioned changes.
2. The changes had no major impact on Alchip’s financial position.

7.2.2 Salesforecast and basis

The Company has secured its place astheindustry leader. Based on assessment of market demand and customers
sales forecast, the Company expects sales volume and value to grow in the coming year. With the mass
production of newly developed products and strengthened relationship with new and existing customers, the
Company is optimistic about its profit growth.

7.2.2 Possible financial impacts and response plans
The Company has been able to maintain sound financial structure and rational control of operating costs. They
provide the basis for future business growth.
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7.3 Analysis of Cash Flow

7.3.1 Cash flow analysis
Unit: NT$ thousand

Yer Increase/Decrease
2021 2022
Iitem Amount %
Operating activities 345,392 (245,839) (591,231) (171.18)
Investing activities (5,711,400) 1,476,138 7,187,538 125.85
Financing activities 4,773,354 (765,728) (5,539,082) (116.04)

Analysis of changes:

(1) Operating activities: A decrease in cash used in operating activities mainly due to increase in
inventoriesin 2022.

(2) Investing activities: A increase in cash generated from investing activities mainly due to increasein
time deposits matured in 2022.

(3) Financing activities: A increase in cash generated in financing activities mainly due to capita
increase from GDR offering in 2021. A decreasein cash used in financing activitiesis mainly due
to cashdividends payment in 2022.

7.3.2 Improvement plansfor Cash Shortfall

The Company has ample cash on-hand , improvement plans are not required.

7.3.3 Analysis of cash liquidity for the next year

Unit: NT$ thousand

Cash balance, Expected Expected cash | Cash surplus Remediation measures against
beginning of year annual net outflow from (deficit) expected cash flow deficits
1 cash inflow investing and (D+)-(3) P
from operating financing Investment Wealth
activities activities(3) plans management
)
4,775,301 6,080,580 3,163,130 7,692,751 None None

1. Cash liquidity analysis:
(1) Operating activities. The 2023 net cash inflow is expected to come mainly from 2023 profit
before tax.
(2) Investing activities. The 2023 net cash outflow is expected for the purchase of equipment and
intellectual property.

(3) Financing activities: The 2023 net cash outflow is expected for the cash dividends payment.
2. Remediation measures against expected cash flow deficit and liquidity analysis:None

7.4 Major Capital Expenditure and its Effect on Finance and Business oper ations
of the Company

None.
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and Investment Plansfor the Coming Y ear

7.5 Investment Policies, Main Reasons for Profits or Losses, | mprovement Plans

Unit:NT$thousand

Investment Investment
Item Profit Investment Reasons for the [Improvement| plan for the
(Loss) in Policy Profits/Losses Plan coming year
2022
metn R
Alchip (HK) (11,576) | subsidiariesin . . None
Chi equity method [applicable
ina .
Investment
An officeto g:t')ga' ned a Not
Alchip (US) 7,914 | develop U.S. . . None
operating applicable
market
status
An officeto Z:gréa' ned a Not
Alchip (JP) 69 | develop Japan . . None
operating applicable
market
status
Provide ASIC Z';t')lneta' neda ot
Alchip (TW) (100,211) | and SoC : . None
; operating applicable
services
status
Maintained a
. Genera stable Not
Alchip BV 11,209 investment operating applicable None
status
An officeto
develop the Maintained a
: Chinamarket, | stable Not
Alchip (SH) (45,232) and provide operating applicable None
salesand status
R& D support
Maintained a
. . ProvideR&D | stable Not
Alchip (Wuxi) (18,190) support operating applicable None
status
Maintained a
: . ProvideR&D | stable Not
Alchip (Hefel) 2,530 support operating applicable None
status
Maintained a
- ProvideR&D | stable Not
Alchip (Jinan) 22,865 support operating applicable None
status
Maintained a
. ProvideR&D | stable Not
Alchip(Guangzhou)| 26,668 support operating applicable None
status
Maintained a
. . ProvideR&D | stable Not
Alchip(Chongaing) 1,506 support operating applicable None
status
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_ _ Software Maintained a
Chiptopi a 25,900 | development stabl € Not . None
(Shanghai) : operating applicable
and service StAtUS

7.6 Risk Management

7.6.1 Risks associated with interest rate fluctuation, foreign exchange volatility and inflation

A.Interest rate
The Company’s interest expesseas NT$2,868 thousand in 2022, accounted for 0.02% of annual operating
income. Therefore, interest rate fluctuation in future have no material impact on the Company’s operation and
profit.

B. Foreign exchangerate
The Group hasthe U.S. Dollar and Japanese Y en asitsfunctiona currency, as the Group’s sales and purchases
were mainly settled in U.S. Dollar. It also holds other currencies to meet subsidiaries’ working capital
requirements. The Company’doreign exchange losses were NT$65,303 thousand in 2022 and the foreign
exchange gains were NT$14,600 thousand in 2021, accounted for 0.48% and 0.14% of annua operating
revenues, respectively, which have little impact on the Company’s operations and profits.
The Group currently hasno material risk of exchangerate fluctuations. However, it isanticipated that Cayman

Holdings Company applying for listing on the Taiwan Stock Exchange may probably pay NTD dividends to

domestic investors, or acquire NTD funding from domestic fundraising that will be required to convert it to

USD for use in the future, the risk of changes in USD to NTD exchange rates in which may be incurred.

Response measures will be possibly adopted by the financial department of the Company as follows:

(1) Financia personnel maintain appropriate foreign exchange positions at the right time based on future
foreign exchange rate trends required for operations of the Group’s subsidiaries, and reduce the impact
of exchange rate fluctuation oretlisting company’s profit ability.

(2) Keep close contact with main banks and monitor changes in the foreign exchange market to provide
relevant heads of divisions and branches with a full grasp of the trend in exchange rate fluctuation to
make timely adjustmentsin response to contingent circumstances of change in the currency of collection
and payment.

(3) Adopt the natural write-off principle (namely, the whole overseas and domestic sales are quoted in
Dollars) to external currency risks, and apply methods such as forward exchange agreements and taking
foreign currency debts at the right as needed to reduce the impact of exchange rate fluctuation on the
company’s profit or loss.

C. Inflation/deflation
Prices of raw materials required by the Company remstaible. The Company’s future profit or loss is not
much affected by the short-term inflation.

7.6.2 Risks associated with high-risk, high-leveraged investments, lending, endor sements, and
guaranteesfor other parties, and financial derivativestransactions

The Company’s conservative financial management, and does not engaged in investmetns that are either high-
risk or high-leveraged and derivatives transactionsr. Any lending or endorsement guarantees will be conducted
in accordance with relevant requirements prescribed in the Comp&hyteline for Acquisition and Disposal
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of Assets’, “The Guidelinefor Loaning Fundsto Others’, and “ The Guideline For Endorsement and Guaranty”.
No loss has occurred by now.

7.6.3 Futureresearch & development plans and expected spending

In response to future growth, the Company will continuously invest R& D resources in development of high-end
System on Chip (SoC) for advanced processes (16, 12 and 7nm) and R&D in design for customized circuit
Silicon Intellectual Property (IP). Major R&D itemsinclude: Low Power Design Flow, Clocking Optimization
technique, Signal Integrity management technology, design and development of customized circuit Silicon
Intellectual Property, such as design and devel opment of high-speed Maobile Industry Processor Interface (MIPI)
circuit, performance enhancement of high-end microprocessor and peripheral Silicon Intellectual Property, high-
end multi-chip packaging design technology, and so on.

In 2022 and 2021, the Company invested NT$1,170,945 thousand and NT$989,405 thousand in R&D,
respectively, both reached hundred million NT dollars. It will continue to invest R& D resources in the future
depending on the product development plan. However, if the Company does not continue to invest R&D in the
future, products development and relevant R& D plans will be limited. Moreoverthe Company may be unable to
meet customer needs or market trends and then even will loss orders. Asaresult, it will have a material adverse
effect on the company’s operations.

7.6.4 Risk associated with changesin foreign and domestic policy and regulatory

The country of registration place of the Company is Cayman Island whose principal economic activity is
financial services with open economy, no foreign exchange controls, and stable political and economic
environment. The major places of operation of the Company are Taiwan and China with businesses performed
in accordance with relevant laws and regulations of competent authorities at major places of operation.

7.6.5 New technology change (including therisk of IT security) and industry change impanct on
the Company’sfinance and business oper ations

The Company has aways emphasized the improvement of R& D capabilities. Currently the chips designed and
produced by it are mostly products in 16nm and below processes. No material adverse effect of technological
and industry changes on the company’s finance and business operations in-raediong-term is expected.

A. Information Technology Security Risks and Management Measures

Alchip has established comprehensive network and computer related information security protection
measures, but it cannot guarantee that our systems that control or maintain the company's manufacturing,
operation, accounting and other important functions can avoid cyberattacks from other third parties. These
attacks once intrudes illegally into the internal network system of the Company might carry out behaviors
that results in damages of our operation and goodwitien under serious cyberattack, Alchip’s systems
may lose important information of the company. Through continuous review and eval uation on information
security regulations and procedures, Alchip ensures the effectiveness of the measures in its best efforts.
However, it cannot guarantee that the company will not be affected by the risks and evolving attacks from
the rapidly changing information security area. Cyberattacks may aso attempt to steal the company's
commercial confidential and other confidential information, such asthe proprietary information of customers
or other stakeholders, or personal information of Alchip’s employees.

Malicious hackers can aso try to insert computer virus, malware or ransomware into the network system of
Alchip to achieve their ill intentions, including interfering with our operation, seeking profits from the
Company, obtaining control of the computer system, or prying into confidential information. These attacks
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may cause the company to compensate the customer for the loss due to the delay or interruption of the
production or bear costs to implement improvement measures to further strengthen the company's network
security system. It may also make Alchip bear major legal liabilities or regulatory investigations caused by
the leakage of confidential information of its employees, customers or third-party manufacturers to which
the Comany has confidentiality obligations.

In order to prevent and reduce the damage caused by such attacks, Alchip implements relevant improvement
measures and continuously updates them. First, conduct a weekly anti-virus scan to prevent machines
containing malicious software from entering the company. Second, strengthen network firewall and network
control to prevent computer virus to spread across internal network. Third, implement endpoint anti-virus
measures according to computer type. Fourth, introduce advanced solutions to detect and deal with malware
and strengthen protection for empéeg’ computers. Fifth, delop cloud application security policies and
introduce new technol ogiesto strengthen data protection. Sixth, strengthen phishing email detection. Seventh,
establish an integrated automatic information security maintenance platform. Lastly, carry out employee
vigilance test and entrust external experts to carry out information security evaluation regularly. With al
these measures above, Alchip hopesto lower the risks of cyberattack to the minimum.

In addition, the nature of our business requires Alchip to share highly sensitive and confidential information
to the Company’s worldwide third-party manufacturing partners to fulfill their service for Alchip. Although
the service contract requires them to abide by the confidentiality and/or network security requirement, there
is no guarantee that each partner will strictly abide by these obligations. The internal network systems and
external cloud computing networks (such as servers) maintained by our partners and/or their contractors will
also be at risk of cyberattacks. If Alchip or its partners fail to solve the technical problems caused by these
cyberattacks in time, or unable to ensure the data completeness and availability of Alchip (including its
customers or other third-party manufacturers), or take back control of the system of the company or its
partners, it may seriously damage the commitment that Alchip promised to our customers and other related
parties. The company's operating results, financial status, prospects and reputation may also be adversely
affected.

7.6.6 Theimpact of changesin corporateimage on company’s crisis management
None.

7.6.7 Expected benefits and risks associated with merger s and acquisitions
Not applicable.

7.6.8 Expected benefits and risks associated with facility expansion
Not applicable.

7.6.9 Risks associated with purchase concentration and sales concentration

A. Concentration of purchasing
The Company'smain raw meaterial is wafer, and mainly purchased from Taiwan Semiconductor
Manufacturing Company Limited (hereinafter referred to as “TSML” There has indeed been a
concentration phenomenon in purchasing operations. Since the Company does not sign a long-term supply
contract with the wafer foundry, once the wafer foundry does not give adequate support capacity, risks of
shortage or interruptions may occur in the Company. However, the Company develops relationships of
strategic aliance and business bond with suppliers for wafer capacity, and provides timely the latest
application trends in products on the market and estimated sales of products in order for wafer foundries to
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support the capacity requirements. Meanwhile, it obtains TSMC’s capacity plan for more thayehalb a
meet the demand for material preparation of production. In addition, the Company has built the second source
of supply to increase the flexibility of source of supply and avoid any circumstance such as shortage or
interruptions of supply.

B. Concentration of Sales
Thetop sales customer of the Company were the customer of AE Companty, with proportion of 31.4%. The
Company constantly endeavored to develop new customers and diversify customer base in the past year. The
benefit thereof will be revealed in 2023.

7.6.10 Impact and risk associated with large share transfers or changes in shareholdings of
Directors, or shareholders who hold more tan 10% of the Company’s shares, and
counter measur es

There is no significant impact and risk on share transfers or changes in shareholdings of directors, supervisors,
or shareholders who hold more than 10% of the Conipatmares up to the date of publication of the annual
report.

7.6.11 Impact and risk associated with changesin management rights, and counter measur es
No such case during the most recent year and the current year up to the date of publication of the annual report.
7.6.12 Litigation or non-litigation matters

If the outcome of a concluded or pending litigious, non-litigious or administrative litigation event involving the
company, director, general manager, de facto responsible person, major shareholders holding more than 10%
equity interest, or subsidiary of the company mightehanaterial impact on sharelels’ equity or the prices
of the company’ssecurities, disclose the facts of dispute, amount of claim, lawsuit start date, main parties
concerned and current status as of the date of the publication of annual report.

A. For litigious or non-litigious proceedings or administrative disputes involving the company with
respect to which ajudgment has become final and unappealablein the most recent two yearsor in the
current year up tothedate of the publication of theannual report, and for any such matter still pending.
If the outcome could materially impact shareholders’ equity or the prices of the company’s securities,
the annual report shall list the facts of the dispute, amount of money at stakein the dispute, the date
of commencement of proceedings, the main partiesto the dispute, and current status of the dispute’s
handling: None.

B. For litigiousor non-litigious proceedings or administrative disputesinvolving a company director, the
general manager, a de facto responsible person, a 10 percent or greater major shareholder, or a
controlled company, if a judgment has become final and unappealable in the most recent two years
and the current year up to the date of the publication of the annual report, or if such a matter is still
pending, if the outcome could materially impact shreholders’ equity or the prices of the company’s
securities, the annual report shall list thefacts of the dispute, amount of money at stakein the dispute,
the date of commencement of proceedings, the main parties to the dispute, and current status of the
dispute’s handing: None.

C. Whereany of the situations set out under Article 157 of the Securities and Exchange Act has occurred
with respect to a company director, managerial officer, or 10 percent or greater major shareholder
within the precedingtwo years, or in the current year up tothedate of publication of theannual report,
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the prospectus shall indicate that fact and describe the current status of the company’s handling of the
matter: None.

7.6.13 Other Material Risks
None.

7.7 Other Material Matters
None.
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VIIl. Special Disclosure

8.1 Information Related to the Company's Affiliated Companies

8.1.1 Consolidated Business Reports

8.1.1.1 Affiliated companies chart

Alchip Technologies, Limited
(Cayman)

Alchip Technologies,
Limited,
Taiwan Branch

AlChip Technologies,

Alchip Technologies,

Alchip Technologies,

Alchip Technologies,

! Limited Alchip Investment
Inc. (USA) Inc. (Taiwan) (Hong Kong) Inc. (BVI) KK (Japan)
I T T 1
Alchip Technologies, Alchip Technologies, Alchip Technologies, Alchip Technologies, Alchip Technologies,
(Guangzhou) Inc. Limited (Shanghai) (Wuxi) Inc. (Hefel) Inc. (Jinan) Inc.

Chiptopia (Shanghai)
Technology
Co., Ltd

Alchip Technologies,
(Chongging) Inc.
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8.1.1.2 Affiliated Companies

December 31, 2022;Unit: thousand

) ] Date of Place of .

Company Name Mgor Businesses Incorporation | Registration Captial Stock
AlchipHongKong | General investment 2002 Hong Kong US$18,129
AlchipUS Sales 2003 USA US$3,910
Alchip Japan Salesand R&D 2004 Japan Y EN100,000
Alchip Taiwan ASIC and SoC services 2005 Taiwan NT$100
Alchip BVI Generd investment 2015 BVI US$15,100

. . R& D, ASIC and SoC . .

Alchip Shanghai service and sales 2002 Mainland China US$12,800

Alchip Wuxi Sef‘v?é eAS'C and SoC 2012 |Mainland China US$2,000

Alchip Hefel R&D, ASIC and SoC 2016  |Mainland China US$500
service

Alchip Jinan R&D, ASIC and SoC 2018 |Mainland China US$784
service

Alchip Guangzhou | D ASIC and SoC 2020 |Mainland China US$1,600

Alchip Chongging Sef‘v?é eAS' Cand SoC 2021  |Mainland China RMB5,000
Software

Chiptopia Shanghai | development,ASIC and 2021 Mainland China RMB7,500
SoC service

8.1.1.3 For companies presumed to have a relationship of control and subordination and information on
their shareholdersin common: None.

8.1.1.4 Business Scope of the Company and its Affiliated Companies. The Company and its affiliates all
engage in professiona Application Specific IC (ASIC) and System-on-Chip (SoC) design,
manufacturing and production.
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8.1.1.5 List of Directors, Supervisors, and Presidents of Company’s Affiliated Companies:

December 31, 2022

Company Name Title Representative Number of Shares % of holding
Alchi Chairman Kinying Kwan Alchip Technologies (Cayman)
b . o holds 14,165,970 thousand 100%
HongKong Director Kinying Kwan shares
. Director Kinying Kwan Alchip Technologies (Cayman) o
Alchip US GM HiroyukiNagashima holds 391,000 thousand shares | 190%
Chairman Hiroyuki Furuzono
GM Hiroyuki Furuzono
Alchip Japan D?reCtor HiroyUKi_ _Furuzono Alchip Technologies (Cayman) 100%
Director Kozo Fujita holds 1 thousand shares
Director Kinying Kwan
Supervisor Junichiro Hosaka
Chairman Kinying Kwan
. . " Alchip Technologies (Cayman) o
Alchip Taiwan | CEO Johnny Shyang-Lin Shen holds 10 thousand shares 100%
Director Kinying Kwan
. Director Daniel Wang Alchip Technologies (Cayman) o
Alchip BV Director Nancy Chan holds 15,100 thousand shares 100%
Alchip Chairman Andy Lin Alchip Technologies (Ca}{man)
Shanahai : holds 100% shareholder rights 100%
9 GM Andy Lin through Alchip HongKong
Chairman Andy Lin
G_M Andy Lin Alchip Technologies (Cayman)
Alchip Wuxi Director Daniel Wang holds 100% shareholder rights 100%
Director Leo Cheng through Alchip HongKong
Supervisor Johnny Shyang- Lin Shen
Chairman Andy Lin
G_M Andy Lin Alchip Technologies (Cayman)
Alchip Hefei Director Daniel Wang holds 100% shareholder rights 100%
Director Leo Cheng through Alchip HongKong
Supervisor Johnny Shyang- Lin Shen
Chairman Andy Lin
GM Andy Lin Alchip Technologies (Cayman)
Alchip Jinan Director Daniel Wang holds 100% shareholder rights 100%
Director Leo Cheng through Alchip HongKong
Supervisor Johnny Shyang- Lin Shen
Chairman Andy Lin
Alchi GM Andy Lin Alchip Technologies (Cayman)
Guanpzhou Director Daniel Wang holds 100% shareholder rights 100%
9 Director Leo Cheng through Alchip HongKong
Supervisor Johnny Shyang- Lin Shen
Chairman Andy Lin
Alchi GM Andy Lin Alchip Technologies (Cayman)
Chonp in Director Johnny Shyang- Lin Shen | holds 100% shareholder rights 100%
gaing Director Leo Cheng through Alchip Shanghai
Supervisor James Huang
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Chairman Yun-Tao Liao
GM Yun-Tao Liao
Chintopia Director Ning Gui Alchip Technologies (Cayman)
ptopi Director Andy Lin holds 87% shareholder rights 87%
Shanghai - : )
Director Daniel Wang through Alchip Guangzhou
Director Leo Cheng
Supervisor James Huang
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8.1.1.6 Operation Highlights of Company’s Affiliated Companies

December 31, 2022;Unit:NTS$thousand

S Net Operatin, Net EPS

Company Assets Liabilities Worth Revenue Pr op fit (Losgs) Profit(Loss) | (NTS$)
Alchip Hong Kong | 1,296,248 158 | 1,296,090 0 (223) (11,576) -
Alchip US 40,704 15,493 25,211 61,024 7,714 7,914 -
Alchip Japan 466,080 375,522 90,557 | 783,010 5,167 69 -
Alchip Taiwan 491,286 14,869 476,417 0 (107,494) (100,211) -
Alchip BVI 532,730 54 532,676 0 (71) 11,209 -
Alchip Shanghai 943,643 207,033 736,610 | 680,909 (16,587) (45,232) -
Alchip Wuxi 262,968 59,007 203,961 | 160,316 (20,825) (18,190) -
Alchip Hefei 228,691 72,006 156,685 | 225,888 (20,974) 2,530 -
Alchip Jinan 132,808 97,412 35,396 | 181,490 21,510 22,865 -
Alchip Guangzhou 430,014 269,394 160,620 | 517,546 8,815 26,668 -
Alchip Chongging 54,269 28,844 25,425 44,354 2,586 1,506 -
Chiptopia Shanghai 68,384 7,367 61,017 41,122 27,250 25,900 -

8.1.2 Consolidated financial statements of subsidiaries

It is same as the consolidated financial statements of the Company. Please refer to pages 142~210.

8.1.3 Reports on Subsidiaries

Not applicable.

8.2 Private Placement Securities

None.

8.3 Holding or Disposal of Company’s Stock by Subsidiaries

None.

8.4 Other Necessary Supplements

None.
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8.6 Any Eventsin 2022 and as of the Date of Publication of the Annual Report
that Had Significant Impacts on Shareholders’ Right or Security Prices as
Stated in Article 36-3-2 of the Securitiesand Exchange Law of Taiwan

None.
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INDEPENDENT AUDITORS REPORT

The Board of Directors and Shareholders
Alchip Technologies, Limited

Opinion

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

In our opinion, the accompanying consolidated financial statements present fairly, in al material
respects, the consolidated financial position of the Group as of 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 Internationa Financial Reporting Standards (IFRS), International Accounting
Standards (1AS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and issued
into effect by the Financial Supervisory Commission of the Republic of China.

Basisfor 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’
Responsihilities 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 Accountant of the Republic of China, and we have fulfilled our other ethical responsibilities
in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significancein
our audit of the consolidated financial statements for the year ended December 31, 2022. These
matters were addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters.
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The key audit matter of the Group’s consolidated financial statements for the year ended December
31, 2022 is stated asfollows:

Valuation of inventory

The Group is mainly engaged in the providing of silicon design services, producing and selling of
customized chips. Due to the rapid upgrading of process technology in the semiconductor industry,
products may suffer from value decline or obsolescence resulting from shrinkage of the product life
cycle. With respect to those value-decline or obsolete inventories, a loss reserve is provided in
accordance with the Group’ s inventory impairment policy, furthermore, the inventory turnover, the
demand for future orders, and the changes of industrial environment are taken into consideration by
the management when determining the value of inventory. As such considerations involve the
management’ s subjective judgments with uncertainties, the valuation of inventory isidentified asa
key audit matter.

As of December 31, 2022 the Group’s inventory balance was NT$9,124,556 thousand
(US$297,120 thousand), accounting for 46% of the total assets in the consolidated balance sheet.
Refer to Notes 4, 5 and 11 to the consolidated financial statements for the relative accounting
policy and information.

The main audit procedures that we performed in respect of the above area included the following,
among others:

1. We obtained an understanding of the management’s assessment process of inventory
impairment or obsol escence;

2. We evaluated the reasonableness of the Group’s inventory impairment policy on the basis of
the Group’ s inventory turnover and actual obsolescence situation;

3. We obtained the inventory aging report and verified the accuracy and completeness of the
report, as well as the correctness of the classification for each aging interval. Furthermore, we
recalculated the provision of the impairment loss in accordance with the inventory impairment

policy;

4. We performed a retrospective review of the prior year’s inventory impairment or obsolescent
losses estimated by the management, compared and analyzed them with the current year's
estimations to evaluate the reasonableness of the assumptions and judgments made by the
management.

Responsibilities of M anagement and Those Char ged with Gover nance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financia
statements in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers, and the IFRS, IAS, IFRIC, and 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 ahility 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 aternative but to do so.
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Those charged with governance, including members of the audit committee, are responsible for
overseeing the Group’ s financia reporting process.

Auditors' Responsibilitiesfor 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 auditors 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 aways detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered materia 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 maintain professional skepticism throughout the audit. We also:

1. ldentify 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, intentiona 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 Group’sinternal control.

3. Evauate 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 conclude that a material uncertainty exists, we are required
to draw attention in our auditors’ 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 auditors' 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 financia statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in amanner that achieves fair presentation.

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

We communicate with those charged with governance regarding, among other matters, the planned

scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.
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We dso provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them al
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 for the year
ended December 31, 2022, 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 audits resulting in this independent auditors’ report are Yi-Wen
Wang and Li-Chun Chang.

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 21, 2023

Notice to Readers

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

For the convenience of readers, the independent auditors' report and the accompanying
consolidated financial statements have been trandated into English from the original Chinese
version prepared and used in the Republic of China. If there is any conflict between the English
version and the original Chinese version or any difference in the interpretation of the two versions,
the Chinese-language independent auditors' report and consolidated financial statements shall
prevail.
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ALCHIP TECHNOLOGIES, LIMITED AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2022 AND 2021
(In Thousands of New Taiwan Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Note 6)
Financial assets at fair value through other comprehensive income (Note 7)
Financial assets at amortized cost (Note 8)
Trade receivables, net (Note 10)
Other receivables
Inventories (Note 11)
Prepayments (Note 16)
Other current assets

Total current assets

NON-CURRENT ASSETS
Financial assets at fair value through other comprehensive income (Note 7)
Financial assets at amortized cost (Note 8)
Property, plant and equipment (Note 13)
Right-of-use assets (Note 14)
Intangible assets (Note 15)
Deferred tax assets (Note 22)
Prepayments for equipment
Other non-current assets

Tota non-current assets

TOTAL

LIABILITIESAND EQUITY

CURRENT LIABILITIES
Contract liabilities (Note 20)
Trade payables
Other payables (Note 17)
Current tax liabilities (Note 22)
Lease liabilities (Note 14)
Other current liabilities

Total current liabilities

NON-CURRENT LIABILITIES
Deferred tax liabilities (Note 22)
Lease liahilities (Note 14)
Deferred revenue

Total non-current liabilities
Total liabilities
EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY (Notes 18 and 19)
Share capital
Capital surplus
Retained earnings
Special reserve
Unappropriated earnings
Total retained earnings
Other equity
Total equity attributable to owners of the Company
NON-CONTROLLING INTERESTS
Total equity

TOTAL

The accompanying notes are an integral part of the consolidated financial statements.
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2022 2021
Amount % Amount %
$ 4,775,301 24 $ 3,848,660 29
126,812 1 78,110 1
1,904,020 10 4,373,440 33
1,412,756 7 969,747 7
75,258 - 37,585 -
9,124,556 46 1,057,476 8
691,466 3 1,152,536 9
130,278 _ 1 40,077 _ -
18,240,447 _92 11,557,631 _87
339,898 2 306,976 2
- - 27,680 -
710,484 4 884,334 7
125,511 1 81,093 1
89,456 - 37,887 -
61,907 - 67,867 -
56,070 - 222,229 2
114,352 1 71,940 _ 1
1,497,678 _ 8 1,700,006 13
$ 19,738,125 _100 $ 13,257,637 100
$ 3,362,684 17 $ 1,480,160 11
1,937,572 10 394,389 3
897,941 4 592,144 5
326,545 2 321,232 2
51,275 - 35,912 -
31,746 - 15,170 -
6,607,763 33 2,839,007 21
35,696 - - -
70,326 50,339
22,286 - 20,087 -
128,308 _ 1 70,426 1
6,736,071 _ 34 2,909,433 _22
719,280 _ 4 706,876 _ 5
7,792,801 _39 7,292,281 55
347,922 2 201,957 1
3,387,886 _17 2,495,012 19
3,735,808 19 2,696,969 _20
745,605 _ 4 (347,922) (2
12,993,494 66 10,348,204 78
8,560 - - -
13,002,054 _66 10,348,204 78
$ 19,738,125 _100 $ 13,257,637 100



ALCHIP TECHNOLOGIES, LIMITED AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2022 AND 2021
(In Thousands of U.S. Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Note 6)
Financial assets at fair value through other comprehensive income (Note 7)
Financial assets at amortized cost (Note 8)
Trade receivables, net (Note 10)
Other receivables
Inventories (Note 11)
Prepayments (Note 16)
Other current assets

Total current assets

NON-CURRENT ASSETS
Financial assets at fair value through other comprehensive income (Note 7)
Financial assets at amortized cost (Note 8)
Property, plant and equipment (Note 13)
Right-of-use assets (Note 14)
Intangible assets (Note 15)
Deferred tax assets (Note 22)
Prepayments for equipment
Other non-current assets

Tota non-current assets

TOTAL

LIABILITIESAND EQUITY

CURRENT LIABILITIES
Contract liabilities (Note 20)
Trade payables
Other payables (Note 17)
Current tax liabilities (Note 22)
Lease liabilities (Note 14)
Other current liabilities

Total current ligbilities
NON-CURRENT LIABILITIES
Deferred tax liabilities (Note 22)
Leaseliahilities (Note 14)
Deferred revenue
Total non-current liabilities
Total liabilities
EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY (Notes 18 and 19)
Share capital
Capital surplus
Retained earnings
Special reserve
Unappropriated earnings
Total retained earnings
Other equity
Tota equity attributable to owners of the Company
NON-CONTROLLING INTERESTS
Total equity

TOTAL

The accompanying notes are an integral part of the consolidated financial statements.

-147-

2022 2021
Amount % Amount %
$ 155,497 24 $ 139,041 29
4,129 1 2,822 1
62,000 10 158,000 33
46,003 7 35,034 7
2,451 - 1,358 -
297,120 46 38,204 8
22,516 3 41,638 9
4,242 1 1,448 -
593,958 _92 417,545 _87
11,068 2 11,090 2
- - 1,000 -
23,135 4 31,948 7
4,087 1 2,930 1
2,913 - 1,369 -
2,016 - 2,452 -
1,826 - 8,029 2
3,723 _ 1 2,598 _ 1
48,768 _ 8 61,416 13
$ 642,726 _100 $ 478,961 _100
$ 109,498 17 $ 53474 11
63,093 10 14,248 3
29,239 4 21,392 5
10,633 2 11,605 2
1,670 - 1,297 -
1,033 _ - 549 -
215,166 33 102,565 21
1,162 - - -
2,290 1,819

726 - 726 -
4,178 1 2,545 _ 1
219,344 34 105,110 _22
23,043 _ 4 22,620 _ 5
271,652 _42 254,819 _53
12,784 2 7,548 2
116,106 _ 18 86,731 _ 18
128,890 20 94,279 20
(468) - 2,133 _ -
423,117 66 373,851 78
265 - - -
423,382 _66 373,851 78
$ 642,726 _100 $ 478,961 100



ALCHIP TECHNOLOGIES, LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021
(In Thousands of New Taiwan Dollarsor U.S. Dollars, Except Earnings Per Share)

2022 2021
Uss NT$ % Uss NT$ %
OPERATING REVENUE (Note 20) $ 460,500 $ 13,725,204 100 $ 372,319 $ 10,428,276 100
OPERATING COSTS (Notes 11 and 21) 311,882 9,295,633 _68 245,125 6,865,711 _66
GROSS PROFIT 148,618 4,429,571 _32 127,194 3,562,565 _ 34
OPERATING EXPENSES (Note 21)
Selling and marketing expenses 7,183 214,075 2 7,200 201,658 2
General and administrative expenses 20,980 625,311 4 19,200 537,783 5
Research and development expenses 39,286 1,170,945 8 35,325 989,405 10
Expected credit losses on trade receivable 3,630 108,185 1 206 5,764 -
Total operating expenses 71,079 2,118,516 15 61,931 1,734,610 _17
PROFIT FROM OPERATIONS 77,539 2,311,055 _17 65,263 1,827,955 _17
NON-OPERATING INCOME AND EXPENSES
(Note 21)
Interest income 2,938 87,572 1 1,279 35,835 1
Other income 1,763 52,559 - 880 24,640
Other gains and losses (2,190) (65,267) Q) 524 14,682 -
Finance costs (96) (2,868) - (92) (2,590) -
Expected credit gain 2 69 _ - 19 543 -
Total non-operating income and expenses 2,417 72,065 - 2,610 73,110 1
PROFIT BEFORE INCOME TAX 79,956 2,383,120 17 67,873 1,901,065 18
INCOME TAX EXPENSE (Note 22) 18,447 549,827 _ 4 14,686 411,342 _ 4
NET PROFIT FOR THE YEAR 61,509 1,833,293 _13 53,187 1,489,723 14
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be reclassified subsequently to
profit or loss:
Unrealized gain (10ss) on investmentsin equity
instruments at fair value through other
comprehensive income (1,649) (49,146) - 3,826 107,215 1
Exchange differences on translation to the
presentation currency - 1,171,065 8 - (189,034) )
Items that may be reclassified subsequently to
profit or loss:
Exchange differences on trandation of the
financia statements of foreign operations (350) (10,461) - (279) (7,812) -
Unrealized gain (10ss) on investmentsin debt
instruments at fair val ue through other
comprehensive income (602) (17,931) - (300) (8,389) -
Other comprehensive income (loss) for the
year, net of income tax (2,601) 1,093,527 _ 8 3,247 (98,020) _ (1)
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $ 58,908 $ 2,926,820 _21 $ 56,434 $ 1391703 _13
NET PROFIT (LOSS) ATTRIBUTABLE TO
Owners of the Company $ 61,547 $ 1834414 13 $ 53,187 $ 1,489,723 14
Non-controlling interests (38) (1,121) - - - -
61,509 $ 1833293 _13 $ 53187 $ 1489723 _14
(Continued)
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ALCHIP TECHNOLOGIES, LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021
(In Thousands of New Taiwan Dollarsor U.S. Dollars, Except Earnings Per Share)

2022 2021
Uss NT$ % Uss NT$ %

TOTAL COMPREHENSIVE INCOME (LOSS)

ATTRIBUTABLE TO

Owners of the Company $ 58,946 $ 2927941 21 $ 56,434 $ 1,391,703 13

Non-controlling interests (38) (1,121) _ - - - _ -

$ 58,908 $ 2,926,820 _21 $ 56434 $ 1,391,703 _13

EARNINGS PER SHARE (Note 23)

Basic earnings per share $0.86 $25.69 $0.76 $21.34

Diluted earnings per share 82 $24.47 $0.71 20.00
The accompanying notes are an integral part of the consolidated financia statements. (Concluded)
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ALCHIP TECHNOLOGIES, LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

(In Thousands of New Taiwan Dollarsor U.S. Dollars)

CASH FLOWS FROM OPERATING
ACTIVITIES
Income before income tax
Adjustments for:
Depreciation and Amortization
Expected credit losses
Finance costs
Interest income
Share-based compensation
Loss on disposal of equipment
Net gain on disposal of financial assets
Write-down of inventories
Net unrealized loss on foreign currency
exchange
Amortization of prepayments
Net changes in operating assets and liabilities
Trade receivables
Other receivables
Inventories
Prepayments
Other current assets
Contract liahilities
Trade payables
Other payables
Other current liabilities
Deferred revenue
Net cash generated from operations
Interest paid
Income tax paid

Net cash (used in) generated from
operating activities

CASH FLOWS FROM INVESTING

ACTIVITIES

Purchase of financial assets at fair value
through other comprehensive income

Proceeds from sale of financial assets at fair
value through other comprehensive
income

Purchase of financial assets at amortized cost

Proceeds from sale of financia assets at
amortized cost

Purchase of equipment

2022 2021

uUss NT$ uUss NTS$
$ 79956 $ 2383120 $ 67,873 $ 1,901,065
69,059 2,058,309 54,686 1,531,720
3,628 108,116 187 5,221
96 2,868 92 2,590
(2,938) (87,572) (1,279) (35,835)
12,815 381,948 8,722 244,308
3 81 8 213
(15) (451) (18) (509)
1,105 32,920 3,391 94,989
856 25,538 339 9,487
4,655 138,728 4,465 125,062
(15,148) (451,477) (14,683) (411,264)
(879) (26,186) 324 9,079
(260,021) (7,749,923) (8,316) (232,934)
13,762 410,189 (8,957) (250,864)
(2,794) (83,285) (406) (11,366)
56,024 1,669,812 (86,318) (2,417,694)
48,712 1,451,843 1,454 40,692
567 16,913 2,743 76,830
485 14,494 434 12,152
- - (21) (594)
9,928 295,985 24,720 692,348
(96) (2,868) (92 (2,590)
(18,083) (538,956) (12,296) (344,366)
(8,251) (245,839) 12,332 345,392
(6,151) (183,309) (3,375) (94,521)
2,652 79,043 5,686 159,287
(61,000) (1,818,105) (170,800) (4,783,937)
158,000 4,709,190 26,800 750,641
(32,634) (972,656) (39,869) (1,116,684)
(Continued)
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ALCHIP TECHNOLOGIES, LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

(In Thousands of New Taiwan Dollarsor U.S. Dollars)

Proceeds from disposal of eguipment
Increase in refundabl e deposits
Decrease in refundabl e deposits
Payments for intangible assets
Increase in other non-current assets
Increase in prepayments for equipment
Interest received

Net cash generated from (used in)
investing activities

CASH FLOWS FROM FINANCING

ACTIVITIES

Repayment of the principal portion of lease
liabilities

Dividends paid to owners of the Company

Proceeds from issuance of ordinary sharesin
the form of sponsored Global Depositary
Receipts

Proceeds from exercise of employee share
options

Payments for buy-back of ordinary shares

Changes in non-controlling interests

Net cash (used in) generated from
financing activities

EFFECTS OF EXCHANGE RATE CHANGES
ON THE BALANCE OF CASH HELD IN
FOREIGN CURRENCIES

NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTSAT THE
BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTSAT THE
END OF THE YEAR

2022 2021

Uss NTS$ Uss NT$
$ - $ 5 8 - $ 7
(1,124) (33,491) (2,062) (57,753)
63 1,875 21 589
(12,295) (336,664) (13,165) (368,741)
(110) (3,285) - -
(1,826) (54,417) (8,029) (224,871)
2,952 87,952 879 24,583
49,527 1,476,138 (203,914) (5,711,400)
(1,858) (55,391) (1,807) (50,597)
(26,772) (845,743) (16,810) (465,387)
- - 192,833 5,396,032
4,441 130,976 3,557 99,795
- - (7,410) (206,489)
139 4,430 - -
(24,050) (765,728) 170,363 4,773,354
(770) 462,070 (829) (146,503)
16,456 926,641 (22,048) (739,157)
139,041 3,848,660 161,089 4,587,817
$ 155497 $ 4775301 $ 139,041 $ 3,848,660
(Concluded)

The accompanying notes are an integra part of the consolidated financial statements.

-153-



ALCHIP TECHNOLOGIES, LIMITED AND SUBSIDIARIES

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021
(In Thousands of U.S. Dollarsand New Taiwan Dollars, Unless Stated Otherwise)

1. GENERAL INFORMATION

Alchip Technologies, Limited (the “Company”) was incorporated in the Cayman Islands on February 27,
2003. The Company is mainly engaged in the research and development, design and manufacture of fabless
application specific integrated circuits (ASIC) and system on a chip (SOC) and the rendering of related
services.

The Company’ s shares have been listed on the Taiwan Stock Exchange (TWSE) since October 28, 2014.
In January 2021, the Company increased its share capital and issued Global Depositary Receipts (GDRS),
which arelisted on the Luxembourg Stock Exchange (LUxSE).

The accompanying consolidated financial statements comprise of the Company and its subsidiaries
(collectively, the “Group”).
2. APPROVAL OF FINANCIAL STATEMENTS
The consolidated financial statements were approved by the Company’s board of directors on March 21,
2023.
3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDSAND INTERPRETATIONS
a. Initia application of the amendments to the International Financial Reporting Standards (IFRS),
International Accounting Standards (IAS), IFRIC Interpretations (IFRIC) and SIC Interpretations (SIC)
(collectively, the “IFRSS’) endorsed and issued into effect by the Financial Supervisory Commission
(FSC)

The initia application of the IFRSs endorsed and issued into effect by the FSC did not have any
material impact on the Group’ s accounting policies.

b. The IFRSs issued by International Accounting Standards Board (IASB) and endorsed by the FSC for
application starting from 2023

Effective Date

New, Amended and Revised Standards and | nter pretations Announced by IASB
Amendmentsto IAS 1 “Disclosure of Accounting Policies’ January 1, 2023 (Note 1)
Amendmentsto IAS 8 “Definition of Accounting Estimates” January 1, 2023 (Note 2)
Amendmentsto IAS 12 “Deferred Tax related to Assets and January 1, 2023 (Note 3)

Liabilities arising from a Single Transaction”

Note 1: The amendments will be applied prospectively for annual reporting periods beginning on or
after January 1, 2023.

Note2: The amendments will be applicable to changes in accounting estimates and changes in

accounting policies that occur on or after the beginning of the annua reporting period
beginning on or after January 1, 2023.
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Note 3: Except for deferred taxes that were recognized on January 1, 2022 for temporary differences
associated with leases and decommissioning obligations, the amendments were applied
prospectively to transactions that occurred on or after January 1, 2022.

As of the date the consolidated financial statements were authorized for issue, the Group has assessed
that the application of other standards and interpretations will not have a material impact on the Group’s
financial position and financial performance.

c. ThelFRSsinissue but not yet endorsed and issued into effect by the FSC

Effective Date
New, Amended and Revised Standards and I nter pretations Announced by IASB (Note 1)

Amendmentsto IFRS 10 and IAS 28 “ Sale or Contribution of Assets  To be determined by |IASB
between an Investor and its Associate or Joint Venture”

Amendmentsto IFRS 16 “Leases Liability in a Sale and L easeback” January 1, 2024 (Note 2)

IFRS 17 “Insurance Contracts’ January 1, 2023

Amendmentsto IFRS 17 January 1, 2023

Amendmentsto IFRS 17 “Initial Application of IFRS9and IFRS17 - January 1, 2023
Comparative Information”

Amendmentsto IAS 1 “Classification of Liabilities as Current or January 1, 2024
Non-current”
Amendmentsto IAS 1 “Non-current Liabilities with Covenants’ January 1, 2024

Note 1: Unless stated otherwise, the above IFRSs are effective for annua reporting periods beginning
on or after their respective effective dates.

Note2: A seller-lessee shall apply the Amendments to IFRS 16 retrospectively to sale and |easeback
transactions entered into after the date of initial application of IFRS 16.

As of the date the consolidated financial statements were authorized for issue, the Group is
continuously assessing the possible impact of the application of other standards and interpretations on
the Group's financial position and financial performance and will disclose the relevant impact when the
assessment is completed.
4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Statement of compliance
The consolidated financia statements have been prepared in accordance with the Regulations
Governing the Preparation of Financia Reports by Securities Issuers and IFRSs as endorsed and issued
into effect by the FSC.

b. Basisof preparation

The consolidated financial statements have been prepared on the historical cost basis except for
financial instruments which are measured at fair vaue.

The fair value measurements, which are grouped into Levels 1 to 3 based on the degree to which the
fair value measurement inputs are observable and based on the significance of the inputs to the fair
value measurement in its entirety, are described as follows:

1) Leve 1inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities;
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2) Level 2inputs are inputs other than quoted prices included within Level 1 that are observable for an
asset or liahility, either directly (i.e., as prices) or indirectly (i.e., derived from prices); and

3) Level 3inputs are unobservable inputs for an asset or liability.

The functional currencies of the Group are the U.S. dollar and Japan Y en. For greater comparability and
consistency of financial reporting, the consolidated financial statements are presented in New Taiwan
dollars since the Company’ s shares are listed on the Taiwan Stock Exchange.

The trandation process s as follows, assets and liabilities are trandated at the exchange rates prevailing
at the end of the reporting period; equity items are trandated at the historical rates, and income and
expense items are trandated at the average exchange rates for the period, the resulting currency
trandlation differences are recognized into the exchange differences on trandation of the financial
statements of foreign operations.

Classification of current and non-current assets and liabilities

Current assets include:

e Assets held primarily for the purpose of trading;

e Assets expected to be realized within 12 months after the reporting period; and

e Cash and cash equivaents unless the asset is restricted from being exchanged or used to settle a
liability for at least 12 months after the reporting period.

Current liabilities include:
e Liabilitiesheld primarily for the purpose of trading;
e |iabilitiesdueto be settled within 12 months after the reporting period; and

e Liabilities for which the Group does not have an unconditional right to defer settlement for at least
12 months after the reporting period.

Assets and liabilities that are not classified as current are classified as non-current.
Basis of consolidation

The consolidated financial statements incorporate the financia statements of the Company and the
entities controlled by the Company (i.e., its subsidiaries).

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with those of the Group.

All intra-group transactions, balances, income and expenses are eliminated in full upon consolidation.
Total comprehensive income of subsidiaries is attributed to the owners of the Company and to the
non-controlling interests even if this resultsin the non-controlling interests having a deficit balance.

Changes in the Group’ s ownership interests in subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the interests of
the Group and the non-controlling interests are adjusted to reflect the changes in their relative interests
in the subsidiaries. Any difference between the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or received is recognized directly in equity and
attributed to the owners of the Company.

-156-



See Note 12, Table 5 and Table 6 for detailed information on subsidiaries, including percentages of
ownership and main businesses.

Foreign currencies

In preparing the financial statements of each individual entity, transactions in currencies other than the
entity’s functional currency (i.e., foreign currencies) are recognized at the rates of exchange prevailing
at the dates of the transactions.

At the end of each reporting period, monetary items denominated in foreign currencies are retrans ated
at the rates prevailing at that date. Exchange differences on monetary items arising from settlement or
trandation are recognized in profit or lossin the period in which they arise.

Non-monetary items denominated in foreign currencies that are measured at fair value are retrandated
at the rates prevailing at the date when the fair value is determined. Exchange differences arising from
the retranslation of non-monetary items are included in profit or loss for the period except for exchange
differences arising from the retranslation of non-monetary itemsin respect of which gains and losses are
recognized directly in other comprehensive income; in which cases, the exchange differences are aso
recognized directly in other comprehensive income.

Non-monetary item denominated in a foreign currency and measured at historical cost is stated at the
reporting currency as originally trand ated from the foreign currency.

For the purposes of presenting consolidated financial statements, the financial statements of the
Company and its foreign operations (including subsidiaries and branches in other countries) that are
prepared using functional currencies which are different from the currency of the Company are
trandated into the presentation currency, the New Taiwan dollars, as follows: Assets and liabilities are
tranglated at the exchange rates prevailing at the end of the reporting period; and income and expense
items are trandated at the average exchange rates for the period. The resulting currency trandation
differences are recognized in other comprehensive income. The exchange differences accumulated in
equity, which resulted from the trandlation of the assets and liabilities of the entities in the Group from
functional currencies to the presentation currency, are not subsequently reclassified to profit or loss.

Inventories

Inventories consist of raw materias, supplies, finished goods and work in progress and are stated at the
lower of cost or net realizable value. Inventory write-downs are made by item, except where it may be
appropriate to group similar or related items. The net realizable value is the estimated selling price of
inventories less al estimated costs of completion and costs necessary to make the sale. Inventories are
recorded at the weighted-average cost on the balance sheet date.

Property, plant and equipment

Property, plant and equipment are initially measured at cost and subsequently measured at cost less
accumulated depreciation and accumulated impairment loss.

The depreciation of property, plant and equipment is recognized using the straight-line method. Each
significant part is depreciated separately. The estimated useful lives, residual values and depreciation
methods are reviewed at the end of each reporting period, with the effects of any changes in the
estimates accounted for on a prospective basis.

On derecognition of an item of property, plant and equipment, the difference between the sales proceeds
and the carrying amount of the asset is recognized in profit or loss.

-157-



h.

Intangible assets

Intangible assets with finite useful lives that are acquired separately are initially measured at cost and
subsequently measured at cost less accumulated amortization and accumulated impairment |loss.
Amortization is recognized on a straight-line basis. The estimated useful lives, residual vaues, and
amortization methods are reviewed at the end of each reporting period, with the effect of any changesin
the estimates accounted for on a prospective basis.

On derecognition of an intangible asset, the difference between the net disposal proceeds and the
carrying amount of the asset is recognized in profit or loss.

Impairment of property, plant and equipment, right-of-use assets, intangible assets

At the end of each reporting period, the Group reviews the carrying amounts of its property, plant and
equipment, right-of-use assets and intangible assets to determine whether there is any indication that
those assets have suffered an impairment loss.

If any such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss. When it is not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount of the cash-generating unit to which the
asset belongs. Corporate assets are alocated to the smallest group of cash-generating units on a
reasonable and consistent basis of alocation.

The recoverable amount is the higher of fair value less costs to sell and value in use. If the recoverable
amount of an asset or cash-generating unit is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to its recoverable amount, with the resulting
impairment loss recognized in profit or loss.

When an impairment loss is subsequently reversed, the carrying amount of the corresponding asset,
cash-generating unit or assets related to contract costs is increased to the revised estimate of its
recoverable amount, but only to the extent of the carrying amount that would have been determined had
no impairment 10ss been recognized on the asset, cash-generating unit or assets related to contract costs
in prior years. A reversal of animpairment lossis recognized in profit or loss.

Financia instruments

Financial assets and financia liabilities are recognized when the Group becomes a party to the
contractual provisions of the instruments.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issuance of financia assets and financia liabilities (other than
financial assets and financia liabilities at FVTPL) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initia recognition. Transaction costs directly
attributable to the acquisition of financial assets or financia liabilities at FVTPL are recognized
immediately in profit or loss.

1) Financial assets

All regular way purchases or sales of financial assets are recognized and derecognized on a trade
date basis.

a) Measurement categories

Financial assets are classified into the following categories. Financial assets at amortized cost
and investments in debt instruments and equity instruments at FV TOCI.
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Financial assets at amortized cost

Financial assets that meet the following conditions are subsequently measured at amortized
cost:

1) The financial assets are held within a business model whose objective is to hold
financia assetsin order to collect contractual cash flows; and

ii) The contractua terms of the financial assets give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount outstanding.

Subsequent to initial recognition, financial assets at amortized cost, including cash and cash
equivalents, trade receivables, other receivables and pledged tine deposits, are measured at
amortized cost, which equals the gross carrying amount determined using the effective
interest method less any impairment loss. Exchange differences are recognized in profit or
loss.

Cash equivaents with original maturities within 3 months from the date of acquisition,
which are highly liquid, readily convertible to a known amount of cash and are subject to an
insignificant risk of changes in value. These cash equivaents are held for the purpose of
meeting short-term cash commitments.

. Investmentsin debt instruments at FVTOCI

Debt instruments that meet the following conditions are subsequently measured at FVTOCI:

i) Thedebt instrument is held within a business model whose objective is achieved by both
the collecting of contractual cash flows and the selling of such financial assets; and

ii) The contractua terms of the debt instrument give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount outstanding.

Investments in debt instruments at FVTOCI are subsequently measured at fair vaue.
Changes in the carrying amounts of these debt instruments relating to changes in foreign
currency exchange rates, interest income calculated using the effective interest method and
impairment losses or reversals are recognized in profit or loss. Other changes in the carrying
amount of these debt instruments are recognized in other comprehensive income and will be
reclassified to profit or loss when the investment is disposed of.

Investments in equity instruments at FVTOCI

On initial recognition, the Group may make an irrevocable election to designate investments
in equity instruments as a FVTOCI. Designation as at FVTOCI is not permitted if the
equity investment is held for trading or if it is contingent consideration recognized by an
acquirer in a business combination.

Investments in equity instruments at FVTOCI are subsequently measured at fair value with
gains and losses arising from changes in fair value recognized in other comprehensive
income and accumulated in other equity. The cumulative gain or loss will not be reclassified
to profit or loss on disposal of the equity investments; instead, it will be transferred to
retained earnings.

Dividends on these investments in equity instruments are recognized in profit or loss when

the Group's right to receive the dividends is established unless the dividends clearly
represent arecovery of part of the cost of the investment.

-159-



b) Impairment of financial assets

The Group recognizes a loss alowance for expected credit losses on financial assets at
amortized cost (including trade receivables), investments in debt instruments that are measured
at FVTOCI.

The Group always recognizes lifetime expected credit losses (ECLS) for trade receivables. For
al other financial instruments, the Group recognizes lifetime ECLs when there has been a
significant increase in credit risk sinceinitial recognition. If, on the other hand, the credit risk on
a financial instrument has not increased significantly since initia recognition, the Group
measures the |oss allowance for that financial instrument at an amount equal to 12-month ECLs.

Expected credit losses reflect the weighted average of credit losses with the respective risks of
default occurring as the weights. Lifetime ECLs represent the expected credit losses that will
result from all possible default events over the expected life of a financial instrument. In
contrast, 12-month ECL s represent the portion of lifetime ECLs that is expected to result from
default events on a financia instrument that are possible within 12 months after the reporting
date.

The impairment loss of al financial assets is recognized in profit or loss by areduction in their
carrying amounts through a loss allowance account, except for investments in debt instruments
that are measured at FVTOCI, for which the loss allowance is recognized in other
comprehensive income and the carrying amounts of such financial assets are not reduced.

c) Derecognition of financial assets

The Group derecognizes a financia asset only when the contractual rights to the cash flows
from the asset expire or when it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another party.

On derecognition of afinancial asset at amortized cost in its entirety, the difference between the
asset’s carrying amount and the sum of the consideration received and receivable is recognized
in profit or loss. On derecognition of an investment in a debt instrument at FVTOCI, the
difference between the asset’s carrying amount and the sum of the consideration received and
receivable and the cumulative gain or loss which had been recognized in other comprehensive
income is recognized in profit or loss. However, on derecognition of an investment in an equity
instrument at FVTOCI, the difference between the asset’s carrying amount and the sum of the
consideration received and receivable is recognized in profit or loss, and the cumulative gain or
loss which had been recognized in other comprehensive income is transferred directly to
retained earnings, without recycling through profit or loss._

2) Equity instruments

Equity instruments issued by the Group are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements and the definitions of equity.

Equity instruments issued by the Group are recognized at the proceeds received, net of direct issue
Costs.

The repurchase of the Company’s equity instruments is recognized in and deducted directly from

equity. No gain or loss is recognized in profit or loss on the purchase, sale, issuance or cancellation
of the Company’ s equity instruments.
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3)

Financia liabilities
a) Subsequent measurement
All financial liabilities are measured at amortized cost using the effective interest method.
b) Derecognition of financial liabilities
The difference between the carrying amount of a financial liability derecognized and the

consideration paid, including any non-cash assets transferred or liabilities assumed, is
recognized in profit or loss.

k. Revenue recognition

The Group identifies contracts with customers, recognizes revenue when performance obligations are
satisfied.

1)

2)

Revenue from the sale of goods

Revenue from the sale of goods comes from sales of integrated circuit products. The Group
recognizes revenue and accounts receivable when performance obligation is satisfied and promised
goods are shipped or delivered to the customer’ s specified location depending on commercia terms,
where customer obtains control of goods.

Revenue from non-recurring engineering (NRE) service
The Group provides NRE service which does not create an asset with alternative use, and the Group

has an enforceable right to payment for the performance completed to date. Revenue is recognized
based on the compl etion of the contract by the output method and milestone achieved.

. Leases

At the inception of a contract, the Group assesses whether the contract is, or contains, alease.

1)

2)

The Group as lessor

Lease payments (less any lease incentives payable) from operating leases are recognized as income
on astraight-line basis over the terms of the relevant leases.

The Group as lessee

The Group recognizes right-of-use assets and lease liabilities for all leases at the commencement
date of alease, except for short-term leases and low-value asset |eases accounted for by applying a
recognition exemption where lease payments are recognized as expenses on a straight-line basis
over the lease terms.

Right-of-use assets are initially measured at cost. Right-of-use assets are subsequently measured at
cost less accumulated depreciation and impairment losses and adjusted for any remeasurement of
the lease liabilities. Right-of-use assets are presented on a separate line in the consolidated balance
Shests.

Right-of -use assets are depreciated using the straight-line method from the commencement dates to
the earlier of the end of the useful lives of the right-of-use assets or the end of the lease terms.
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Lease liahilities are initially measured at the present value of the lease payments, which comprise
fixed payments. The lease payments are discounted using the interest rate implicit in alease, if that
rate can be readily determined. If that rate cannot be readily determined, the lessee’s incremental
borrowing rate will be used.

Subsequently, lease liabilities are measured at amortized cost using the effective interest method,
with interest expense recognized over the lease terms.

When thereis a change in alease term used to determine those payments, the Group remeasures the
lease liabilities with a corresponding adjustment to the right-of-use-assets. However, if the carrying
amount of the right-of-use assets is reduced to zero, any remaining amount of the remeasurement is
recognized in profit or |oss.

Lease liabilities are presented on a separate line in the consolidated balance sheets.
m. Government grants

Government grants are not recognized until there is reasonable assurance that the Group will comply
with the conditions attached to them and that the grants will be received.

Government grants related to income are recognized in profit or loss in the period on a systematic basis
over the periods in which the Group recognizes as expenses the related costs that the grants intend to
compensate. Specifically, government grants whose primary condition is that the Group should
purchase, construct or otherwise acquire non-current assets are recognized as deferred revenue and
transferred to profit or loss on a systematic and rational basis over the useful lives of the related assets.

n. Employee benefits
1) Short-term employee benefits

Liabilities recognized in respect of short-term employee benefits are measured at the undiscounted
amount of the benefits expected to be paid in exchange for the related services.

2) Retirement benefits

Payments to defined contribution retirement benefit plans are recognized as expenses when
employees have rendered services entitling them to the contributions.

0. Share-based payment arrangements

The fair value at the grant date of the employee share options is expensed on a straight-line basis over
the vesting period, based on the Group's best estimates of the number of shares or options that are
expected to ultimately vest, with a corresponding increase in capital surplus - employee share options.
The expenseisrecognized in full at the grant date if the grants are vested immediately.

At the end of each reporting period, the Group revises its estimate of the number of employee share
options that are expected to vest. The impact of the revision of the original estimates is recognized in
profit or loss such that the cumulative expenses reflect the revised estimate, with a corresponding
adjustment to capital surplus - employee share options.

When the Group modifies the contract terms and conditions of the grant of equity instruments, it shall
recognize the amount of the increase in the total fair value or the beneficial impact on employees due to
the modification of the share-based payment agreement. If the modification belongs to shorten the
vesting period, the expense shall be recognized according to the modified vested conditions.
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p. Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
1) Current tax

Income tax payable (recoverable) is based on taxable profit (loss) for the year determined according
to the applicable tax laws of each tax jurisdiction.

According to the Income Tax Act in the ROC, an additional tax on unappropriated earnings is
provided for in the year the shareholders approve to retain earnings.

Adjustments of prior years tax liabilities are added to or deducted from the current year's tax
provision.

2) Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liahilities and the corresponding tax bases used in the computation of taxable profit.

Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred tax
assets are generally recognized for all deductible temporary differences, unused loss carryforwards
to the extent that it is probable that taxable profits will be available against which those deductible
temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available to
alow all or part of the assets to be recovered. A previously unrecognized deferred tax asset is also
reviewed at the end of each reporting period and recognized to the extent that it has become
probable that future taxable profit will alow the deferred tax asset to be recovered.

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the
period in which the liabilities are settled or the assets are redlized, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the end of the reporting period. The
measurement of deferred tax liabilities and assets reflects the tax consequences that would follow
from the manner in which the Group expects, at the end of the reporting period, to recover or settle
the carrying amount of its assets and liabilities.

3) Current and deferred taxes

Current and deferred taxes are recognized in profit or loss, except when they relate to items that are
recognized in other comprehensive income or directly in equity; in which case, the current and
deferred taxes are also recognized in other comprehensive income or directly in equity, respectively.

5. CRITICAL ACCOUNTING JUDGMENTSAND KEY SOURCESOF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, management is required to make judgments,
estimations, and assumptions on the carrying amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered relevant. Actual results may differ from these estimates.
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The Group considers the possible impact of the recent development of COVID-19 when making its critical
accounting estimates on cash flows, growth rates, discount rates, profit abilities, etc. The estimates and
underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimates are revised if the revisions affect only that period or in the
period of the revisions and future periodsif the revisions affect both current and future periods.

Key Sour ces of Estimation Uncertainty

a

Impairment of equipment and intangible assets

The impairment of equipment and intangible assets in relation to the design and production of
integrated circuits is based on the recoverable amount of those assets, which is the higher of fair value
less costs to sell or value-in-use of those assets. Any changes in the market price, the product life cycle
or the anticipated production quantity will affect the recoverable amount of those assets and may lead to
arecognition of additional or areversal of impairment losses.

Impairment of inventories

The net redlizable value of inventories is the estimated selling price in the ordinary course of business
less the estimated costs of completion and the estimated costs necessary to make the sale. The
estimation of net realizable value is based on current market conditions and historical experience in the
sale of products of a similar nature. Changes in market conditions may have a material impact on the
estimation of the net realizable value.

. CASH AND CASH EQUIVALENTS

December 31
2022 2021
NTS$
Demand deposits $ 4,242,602 $ 3,373,774
Cash equivaents (time deposits with original maturities of 3 months
or less) 517,510 468,801
Checking accounts 14,823 5,655
Petty cash 366 430
$ 4,775,301 3,848,660
USs$
Demand deposits $ 138,151 $ 121,885
Cash equivaents (time deposits with original maturities of 3 months
or less) 16,851 16,936
Checking accounts 483 204
Petty cash 12 16

$ 155497 $ 139,041

The market rate intervals of cash in bank at the end of the reporting period were as follows:

December 31
2022 2021

Bank balance 0.01%-3.70% 0.01%-1.96%
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7. FINANCIAL ASSETSAT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

December 31
2022 2021

Current
NT$
Foreign bonds investments $ 126,812 $ 78110
US$
Foreign bonds investments $ 4129 $ 2822
Non-current
NT$
Foreign bonds investments $ 146,174 $ 189,756
Foreign equity investments 135,375 117,220
Domestic equity investments 58,349 -

$ 339,898 $ 306,976
Non-current
USs$
Foreign bonds investments $ 4,760 $ 6,855
Foreign equity investments 4,408 4,235
Domestic equity investments 1,900 -

$ 11068 3 11090

These investmentsin equity instruments are held for medium- to long-term strategic purposes. Accordingly,
the management designates these investments in equity instruments as at FVTOCI as they believe that
recognizing short-term fluctuations in these investments' fair value in profit or loss would not be consistent
with the Group’s strategy of holding these investments for long-term purposes.

The Group invested NT$49,000 thousand (US$1,746 thousand) and RMB9,000 thousand (US$1,412
thousand) in Uniconn Interconnections Technology Co., Ltd and KQ (Suzhou) Emerging Industry Venture
Equity Investment Fund in March 2022, respectively.

The Group invested NT$11,795 thousand (US$397 thousand) in April 2022 and NT$1,095 thousand
(US$36 thousand) in November 2022 in ACHI CAPITAL PARTNERS FUND L.P., respectively.

Refer to Note 9 for information on credit risk management and impairment assessment related to debt.
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8. FINANCIAL ASSETSAT AMORTIZED COST

December 31
2022 2021

Current
NT$
Time deposits with original maturities of more than 3 months $ 1,842,600 $ 4,373,440
Floating-rate notes 61,420 -

$ 1,904,020 $ 4,373,440
US$
Time deposits with original maturities of more than 3 months $ 60,000 $ 158,000
Floating-rate notes 2,000 -

$ 62,000 $ 158,000
Non-current
NTS$
Floating-rate notes $ - $ 27,680
US$
Floating-rate notes $ - $ 1,000

The market rate intervals of time deposits with original maturities of more than 3 months and floating-rate
note at the end of the reporting period were as follows:

December 31
2022 2021
Time deposits with original maturities of more than 3 months 0.70%-4.35% 0.25%-0.30%
Floating-rate note 0.52%-4.00% 0.52%-3.50%

Refer to Note 9 for information on credit risk management and impairment loss assessment related to
financial assets at amortized cost.
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9. CREDIT RISK MANAGEMENT FOR INVESTMENTSIN DEBT INSTRUMENTS
Investments in debt instruments classified as at FVTOCI and as at amortized cost were as follows;

December 31, 2022

At FVTOCI At Amortized Cost
NT$ uss NT$ uss
Gross carrying amount $ 349,677 $ 11,386 $ 1,904,020 $ 62,000
Less: Allowance for impairment
loss (69,958) (2,278) - -
Amortized cost 279,719 9,108 $ 1,904,020 $ 62,000
Adjustment to fair value (6,733) (219)

$ 272,986 $ 8,889

December 31, 2021

At FVTOCI At Amortized Cost
NT$ Uss NT$ Uss
Gross carrying amount $ 320,819 $ 11,590 $ 4,401,120 $ 159,000
Less: Allowance for impairment
loss (63,537) (2,295) - -
Amortized cost 257,282 9,295 $ 4,401,120 $ 159,000
Adjustment to fair value 10,584 382

$ 26786 $ 9677

The credit rating information is supplied by an independent credit rating agency (CRA) in order to
continuously track and supervise the credit risk change of the investments in debt instruments. At the same
time, the Group reviews the information such as bond yield rate curve and debtors’ information announced
to assess whether the credit risk of investment in debt instruments has significantly increased since the
initial recognition.

The Group considers the historical default rate each level provided by CRA, the current financial position,
and its business outlook in order to measure the 12-month expected credit loss (ECL) or lifetime ECL of the
debt instruments. The current credit risk rating mechanism used by the Group is as follows:

Basisfor Recognizing
Expected Credit L osses
Category Description (ECLs)

Performing  The counterparty has alow risk of default and a strong 12m ECLs
capacity to meet contractual cash flowsi.e., the Moody’s
rating is above Level B

Doubtful The credit risk has significantly increased since theinitial Lifetime ECLs - not credit
recognition, i.e., the Moody’ s rating has moved from impaired
above Level B to below Level B.
In default Thereis evidence indicating the asset is credit impaired Lifetime ECLs - credit
impaired
Write-off Thereis evidence indicating that the debtor isin severe Amount iswritten off

financial difficulty and the Group has no realistic
prospect of recovery.
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December 31, 2022

Total Carrying Amount

Expected L oss At FVTOCI At Amortized Cost
Category Rate NT$ Uss NT$ Uss
Performing 0%-0.64% $ 280185 $ 9123 $ 1,904,020 $ 62,000
Doubtful - - - - -
In default 100% 69,492 2,263 - -
Write-off - - - - -

December 31, 2021

Total Carrying Amount

Expected L oss At FVTOCI At Amortized Cost
Category Rate NT$ Uss NT$ USs
Performing 0%-2.05% $ 258183 $ 9,327 $ 4,401,120 $ 159,000
Doubtful - - - - -
In default 100% 62,636 2,263 - -
Write-off - - - - -

Regarding the investments in debt instruments measured by FVTOCI and amortized cost, the loss
allowance change information based on the credit risk rating is summarized as follows:

Credit Rating
Doubtful
(Lifetime In default
Performing ECLs- Not (Lifetime
(12-month Credit ECLs- Credit
ECLS) Impair ed) Impaired)
NT$
Balance at January 1, 2022 $ 901 $ - $ 62,636
Transfers
From doubtful to performing
Derecognition 95 - -
Changein mode or risk parameters (451) - -
Changein exchange rates or others (161) - -
82 - 6,856
Balance at December 31, 2022 $ 466 $ - $ 69,492
Balance at January 1, 2021 $ 1,277 $ 345 $ 64,446
Transfers
From doubtful to performing 116 (340) -
Derecognition 71 - -
Changein model or risk parameters (140) - -
Changein exchange rates or others (386) - -
(37) (5 (1,810)
Balance at December 31, 2021 $ 901 $ - $ 62,636
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10.

USs$

Balance at January 1, 2022
Transfers

From doubtful to performing
Derecognition
Change in model or risk parameters
Change in exchange rates or others

Balance at December 31, 2022
Balance at January 1, 2021
Transfers

From doubtful to performing
Derecognition
Change in model or risk parameters
Change in exchange rates or others

Balance at December 31, 2021

TRADE RECEIVABLES

NT$

At amortized cost
Gross carrying amount

Less: Allowance for impairment loss

US$

At amortized cost
Gross carrying amount

Less: Allowance for impairment loss

Credit Rating

Performing
(12-month
ECLYS)
$ 32

4

(16)
B ()
$ 15
$ 45
4

3

©)
(15
$ 32

Doubtful
(Lifetime In default
ECLs- Not (Lifetime
Credit ECLs- Credit
Impaired) Impaired)
$ - $ 2,263
$ - $ 2263
$ 12 $ 2,263
(12) -
$ - $ 2263
December 31
2022 2021
$ 1,525,919 $ 1,008,364
(113,163) (38,617)
$ 1412756 $ 969,747
$ 49,688 $ 36,429
(3,685) (1,395)
$ 46,003 $ 35034

The average credit period is 30-90 days. The Group grants credit periods based on customers’ financial
conditions and historical payment records. In addition, when necessary, customers are requested to make
prepayments in order to reduce the risk of financial 1oss due to delay of payment.
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The Group measures the loss allowance for trade receivables at an amount equal to lifetime ECLs. The
expected credit losses on trade receivables are estimated using a provision matrix prepared by reference to
the past default experience of the customer, the customer’s current financial position, economic condition
of the industry in which the customer operates, as well as the GDP forecasts and industry outlook. The
Group determines expected credit loss ratios by the factors including payment terms, jurisdiction of
customers and the status of public listing or nonpublic listing.

The Group writes off a trade receivable when there is evidence indicating that the debtor is in severe
financia difficulty and there is no realistic prospect of recovery. For trade receivables that have been
written off, the Group continues to engage in enforcement activity to attempt to recover the receivables due.
Where recoveries are made, these are recognized in profit or loss.

Aging analysis of trade receivables:

December 31
2022 2021

NT$
Past due
Past due within 60 days $ 668,320 $ 861,338
Past due 61-120 days 44,535 109,935
Past due over 121 days 813,064 37,091

$ 1,525,919 $ 1,008,364
Us$
Past due
Past due within 60 days $ 21,762 $ 31,118
Past due 61-120 days 1,450 3,972
Past due over 121 days 26,476 1,339

$ 49,688 $ 36429
The movements of the loss allowance of trade receivables were as follows:

For the Year Ended December 31

2022 2021

NT$

Balance at January 1 $ 38,617 $ 39,831
Add: Net remeasurement of |oss allowance 108,185 5,764
Less: Amounts written of f (39,939) (5,860)
Foreign exchange gains and losses 6,300 (1,118
Balance at December 31 $ 113,163 $ 38,617
US$

Balance at January 1 $ 1,395 $ 1,398
Add: Net remeasurement of loss allowance 3,630 206
Less: Amounts written off (1,340) (209)
Balance at December 31 $ 3685 $ 1395
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11. INVENTORIES

December 31
2022 2021

NTS$
Finished goods $ 99,872 $ 58,778
Work in progress 2,447,486 583,988
Raw materias 6,577,198 414,710

$ 9,124,556 $ 1,057,476
Uss
Finished goods $ 3,252 $ 2,124
Work in progress 79,697 21,098
Raw materials 214,171 14,982

$ 297,120 $ 38204
The cost of integrated circuit recognized as cost of goods sold for the years ended December 31, 2022 and
2021 were NT$7,717,956 thousand (US$258,948 thousand) and NT$5,270,175 thousand (US$188,179
thousand), respectively.
12. SUBSIDIARIES

*  Subsidiaries included in the consolidated financial statements

Proportion of Owner ship (%)

December 31
Investor Investee Nature of Activities 2022 2021 Remark
The Company Alchip Technologies, Limited Investments 100 100

(registered in Hong Kong)
(referred to as “ Alchip HK™)

AlChip Technologies, Inc. Sales of ASIC and SOC. 100 100
(registered inthe U.S.A.)
(referred to as“ Alchip USA”)

Alchip Technologies, KK Sales of ASIC and SOC. 100 100
(registered in Japan)
(referred to as“ Alchip KK™)

Alchip Technologies, Inc. Sales of ASIC and SOC. 100 100
(registered in Taiwan)
(referred to as“ Alchip TW”)

Alchip Investment, Inc. Investments 100 100
(registered in the British Virgin
Islands) (referred to as“ Alchip

BVI")
Alchip HK Alchip Technologies (Shanghai) Research and development, 100 100
(registered in China) (referred design, and sales of ASIC and
to as“Alchip Shanghai”) SOC and rendering of related
services.
Alchip Technologies (Wuxi) Research and development, 100 100
(registered in China) design, and sales of ASIC and
(referred to as “ Alchip Wuxi”) SOC and rendering of related
services.
Alchip Technologies (Hefei) Research and development, 100 100
(registered in China) design, and sales of ASIC and
(referred to as“ Alchip Hefe”) SOC and rendering of related
services.

(Continued)
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Investor Investee

Alchip Technologies (Jinan)
(registered in China)
(referred to as“ Alchip Jinan”)

Alchip Technologies
(Guangzhou)
(registered in China) (referred
to as“Alchip Guangzhou™)
Alchip Guangzhou Xi Yun Technologies (Shanghai)
(registered in China) (referred
toas“Alchip Xi Yun”)

Alchip Shanghai Alchip Technologies (Chongging)
(registered in China) (referred
to as“Alchip Chongging”)

Nature of Activities

Research and development,
design, and sales of ASIC and
SOC and rendering of related
services.

Research and development,
design, and sales of ASIC and
SOC and rendering of related
services.

Software development, design
and service, and salesof ASIC
and SOC and rendering of
related services.

Research and development,
design, and sales of ASIC and
SOC and rendering of related
services.

Proportion of Owner ship (%)

December 31
2022 2021 Remark
100 100
100 100
87 - Note 1
100 - Note 2
(Concluded)

Notel: Alchip Xi Yun was established in October 2021 and invested in capital and operated in
January 2022. The Group did not participate in the company’s capital increase in October
2022, causing the ownership to drop from 100% to 87%.

Note 2:  Alchip Chongging was established in December 2021 and invested in capital and operated in

April 2022.

13. PROPERTY, PLANT AND EQUIPMENT

Machinery Computer Office L easehold Trangportation
Equipment Equipment Equipment Improvements Equipment Total
NT$
Cost
Balance at January 1, 2021 $ 3,797,174 $ 254,724 $ 17,552 $ 39,694 $ 6,467 $ 4,115,611
Additions 1,095,229 11,523 2,278 3,038 - 1,112,068
Disposas - (3,230) (308) - - (3,538)
Effects of foreign currency
exchange differences (119,530) (8,086) (999 (1,151) (181) (129,947)
Balance at December 31, 2021 $ 4772873 $ 254931 $ 18,523 $ 41,581 $ 6,286 $ 5,094,194
Accumulated depreciation
Balance at January 1, 2021 $ (3,139,214) $ (112,380) $ (12,638) $  (32,404) $ (4,426) $ (3,301,062)
Depreciation expenses (969,611) (40,310) (1,947) (5,201) (753) (1,017,822)
Disposals - 3,041 277 - - 3,318
Effects of foreign currency
exchange differences 99,572 4,405 625 971 133 105,706

Balance at December 31, 2021 $ (4,009,253) $  (145,244) $  (13,683) $

Carrying amount at

(36,634) $ (5,046) $ (4,209,860)

December 31, 2021 $ 763,620 $ 109,687 $ 4,840 $ 4,947 $ 1,240 $ 884334
Cogt
Balance at January 1, 2022 $ 4,772,873 $ 254,931 $ 18,523 $ 41,581 $ 6,286 $ 5,094,194
Additions 1,399,019 30,632 6,510 7,937 - 1,444,098
Disposals (121,401) (10,718) (138) - - (132,257)
Effects of foreign currency

exchange differences 561,260 27,603 1,606 4,792 688 595,949

Balance at December 31, 2022 $ 6,611,751 $ 302448 $ 26,501 $
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Accumulated depreciation

Balance at January 1, 2022

Depreciation expenses

Disposals

Effects of foreign currency
exchange differences

Balance at December 31, 2022

Carrying amount at
December 31, 2022

Uss

Cost

Balance at January 1, 2021

Additions

Disposas

Effects of foreign currency
exchange differences

Balance at December 31, 2021

Accumulated depreciation

Balance at January 1, 2021

Depreciation expenses

Disposals

Effects of foreign currency
exchange differences

Balance at December 31, 2021

Carrying amount at
December 31, 2021

Cost

Balance at January 1, 2022

Additions

Disposas

Effects of foreign currency
exchange differences

Balance at December 31, 2022

Accumulated depreciation

Balance at January 1, 2022

Depreciation expenses

Disposals

Effects of foreign currency
exchange differences

Balance at December 31, 2022

Carrying amount at
December 31, 2022

Machinery Computer Office L easehold Transportation
Equipment Equipment Equipment Improvements Equipment Total
$ (4,009,253) $ (145,244) $ (13,683) $ (36,634 $ (5,046) $ (4,209,860)
(1,654,634) (42,807) (2,439) (5,857) (658) (1,706,395)
121,401 10,686 84 - - 132,171
(485,429) (15,991) (1.235) (4,188) (573) (507.416)
$ (6,027,915) $  (193,356) $  (17,273) $  (46,679) $ (6,277) $ (6,291,500)
$ 583836 $ 109,092 $ 9,228 $ 7,631 $ 697 $ 710484
$ 133328 $ 8,944 $ 616 $ 1,3%4 $ 227 $ 144,509
39,104 411 81 108 - 39,704
- (116) (12) - - (127)
- (32 17) - - (49)
$ 172432 $ 9,207 $ 669 $ 1,502 $ 227 $ 184,037
$ (110,225) $ (3,946) $ (444) $ (1,138) $ (155) $ (115,908)
(34,617) (1,439) (70) (186) 27) (36,339)
- 109 10 - - 119
1) 29 10 1 - 39
$  (144,843) $ (5,247) $ (494) $ (1,323) $ (182) $ (152,089)
$ 27,589 $ 3,960 $ 175 $ 179 $ 45 $ 31,948
$ 172432 $ 9,207 $ 669 $ 1,502 $ 227 $ 184,037
46,937 1,031 218 266 - 48,452
(4,073) (360) (5) - - (4,438)
- (30) (19) - - (49)
$ 215296 $ 9,848 $ 863 $ 1,768 $ 227 $ 228,002
$  (144,843) $ (5,247) $ (494) $ (1,323) $ (182) $ (152,089)
(55,515) (1,436) (82) (197) (22) (57,252)
4,073 359 3 - - 4,435
- 28 11 - - 39
$  (196,285) $ (6,296) $ (562) $ (1,520) $ (204) $ (204,867)
$ 19,011 $ 3,552 $ 301 $ 248 $ 23 $ 23,135
(Concluded)
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The above items of property, plant and equi pment used by the Group are depreciated on a straight-line basis
over their estimated useful lives asfollows:

Machinery equipment 1-5years
Computer equipment 3-5years
Office equipment 1-5years
L easehold improvements 1-5years
Transportation equipment 5years

14. LEASE ARRANGEMENTS

a. Right-of-use assets

December 31
2022 2021
NTS$ USss$ NTS$ USss$
Carrying amount
Buildings $ 125511 $ 4087 $ 81,093 $ 2930
For the Year Ended December 31
2022 2021
NTS$ Uss$ NTS$ Uss

Additions to right-of-use assets $ 92,269 $ 3151 $ 25421 $ 908
Depreciation charge for

right-of-use assets

Buildings $ 54076 $ 1814 $ 45,602 $ 1628

Except for the aforementioned addition and recognized depreciation, the Group did not have significant
sublease or impairment of right-of-use assets for the years ended December 31, 2022 and 2021.

b. Leaseliabilities

2022 2021
NT$ USss$ NT$ Uss
Carrying amounts
Current $ 51,275 $ 1670 $ 35912 $ 1297
Non-current $ 70,326 $ 2290 $ 50,339 $ 1819

Range of discount rate for lease liabilities was as follows:

December 31
2022 2021

Buildings 0.98%-5.50% 0.98%-5.50%
c. Materia leasing activities and terms

The Group leases certain buildings for office with lease terms of 2 to 10 years. The Group does not
have bargain purchase option to acquire the buildings at the end of the lease terms.
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d. Other lease information

December 31
2022 2021
NTS$ uss NTS$ uUss
Expenses relating to short-term
leases $ 10,166 $ 342 $ 8,888 $ 317
Expenses relating to low-vaue
asset leases $ 28 $ 1 $ 33 $ 1
Expenses relating to variable
lease payments not included
in the measurement of lease
liabilities $ 12474 $ 419 $ 13437 $ 480
Total cash outflow for leases $ (80,927) $ (2,716) $ (75,545) $ (2,697)
15. INTANGIBLE ASSETS
Silicon
I ntellectual
NT$ Property (SIP)  Software Cost Total
Cost
Balance at January 1, 2021 $ 1,512,799 $ 22,307 $ 1,535,106
Additions 386,413 396 386,809
Disposals - - -
Effect of foreign currency exchange differences (53,502) (631) (54,133)
Balance at December 31, 2021 $ 1,845,710 $ 22072 $ 1,867,782
Accumulated amortization
Balance at January 1, 2021 $ (1,394,937) $ (16,473) $ (1,411,410)
Amortization expenses (465,236) (3,060) (468,296)
Disposals - - -
Effect of foreign currency exchange differences 49,313 498 49,811
Balance at December 31, 2021 $ (1,810,860) $ (19,035 $ (1,829,895)
Carrying amount at December 31, 2021 $ 34850 $ 3,037 $ 37,887
Codt
Balance at January 1, 2022 $ 1,845,710 $ 22,072 $ 1,867,782
Additions 344,758 534 345,292
Disposals (20,651) - (20,651)
Effect of foreign currency exchange differences 200,456 2,433 202,889
Balance at December 31, 2022 $ 2,370,273 $ 25039 $ 2,395,312
(Continued)
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NT$

Accumulated amortization

Balance at January 1, 2022

Amortization expenses

Disposals

Effect of foreign currency exchange differences
Baance at December 31, 2022

Carrying amount at December 31, 2022

uSs
Cost
Balance at January 1, 2021
Additions
Disposals
Effect of foreign currency exchange differences

Baance at December 31, 2021

Accumulated amortization

Balance at January 1, 2021

Amortization expenses

Disposals

Effect of foreign currency exchange differences

Baance at December 31, 2021
Carrying amount at December 31, 2021
Cost

Balance at January 1, 2022

Additions

Disposals

Effect of foreign currency exchange differences

Balance at December 31, 2022

Silicon
Intellectual
Property (SIP)

$ (1,810,860)
(295,093)
20,651

(196,607)

$ (2,281,909)

$ 88,364
Silicon

Intellectual
Property (SIP)

$ 53,118
13,796

$ (48,980)
(16,610)

169

$ (65,421)
$ 1,259

$ 66,680
11,567
(693)
(372)

$ 77,182
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Softwar e Cost Total
$ (19,035 $ (1,829,895)
(2,745) (297,838)

- 20,651
(2,167) (198,774)
$ (23,947) $ (2,305,856)
$ 1,092 $ 89,456
(Concluded)

Softwar e Cost Total
$ 783 $ 53,901
14 13,810

- (234)

$ 797 $ 67477
$ (578) $ (49,558)
(109) (16,719)

- 169

$ (687) $ (66,108)
$ 110 $ 1,369
$ 797 $ 67477
18 11,585

- (693)

- (372

$ 815 $ 77,997
(Continued)



16.

Silicon

Intellectual
uUSs$ Property (SIP)

Accumulated amortization
Balance at January 1, 2022 $ (65,421)
Amortization expenses (9,900)
Disposals 693
Effect of foreign currency exchange differences 324
Balance at December 31, 2022 $ (74,305)
Carrying amount at December 31, 2022 $ 2877

Softwar e Cost
$ (687)
(93)
$ (779
$ 36

Total

$ (66,108)
(9,993)
693

324

$ (75,084)
$ 2913

(Concluded)

The aboveitems of intangible assets were depreciated on a straight-line basis over the estimated useful lives

asfollows:
Silicon Intellectua Property (SIP)
Software cost

PREPAYMENTS

NT$

Prepayments for raw materials

Prepayment for SIP

Prepayment for Electronic Design Automation (EDA) tools
Other

USs$

Prepayments for raw materials

Prepayment for SIP

Prepayment for Electronic Design Automation (EDA) tools
Other
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lyears
3years
December 31
2022 2021
$ 466,559 $ 942,034
98,430 110,869
99,336 83,491
27,141 16,142
$ 691,466 $ 1,152,536
$ 15,192 $ 34,033
3,206 4,006
3,235 3,016
883 583
$ 22,516 $ 41638




17.

18.

OTHER PAYABLE

NT$

Payables for salaries or bonuses
Payables for purchases of equipment
Payable for SIP

Payable for technical services
Payable for salestax

Payable for professiona services
Other

USs$

Payables for salaries or bonuses
Payables for purchases of equipment
Payable for SIP

Payable for technical services
Payable for sales tax

Payable for professional services
Other

EQUITY

a. Ordinary shares

Shares authorized (in thousands of shares)

Shares authorized (in thousands of NT$)
Sharesissued and fully paid (in thousands of shares)
Shares issued and fully paid (in thousands of NT$)
Shares issued and fully paid (in thousands of US$)

December 31

2022 2021
$ 461,848 $ 436,611
244,189 4,464
101,666 105,772
40,454 9,311
11,769 8,887
10,475 4,980
27,540 22119
$ 897,941 $ 592,144
$ 15,039 $ 15774
7,951 161
3,311 3,821
1,317 336
383 321
341 180
897 799
$ 29239 $ 21392

December 31

2022 2021
100,000 100,000
$ 1,000,000 $ 1,000,000
71,928 70,688
$ 719,280 $ 706,876
$ 23,043 $ 22,620

Fully paid ordinary shares, which have a par value of NT$10, carry one vote per share and right to
dividends. The change in share capital was mainly due to issuing new common shares to be offered
in the form of Global Depositary Shares (GDR) and the execution of employee share options.

Issuance of GDR

On December 18, 2020, the extraordinary shareholders meeting of the Company resolved to issue
7,600,000 new common shares to be offered in the form of GDR. Each GDR represents one
common share of the Company with offering price of NT$720 (US$25.73) per unit which increased
the share capital by NT$696,285 (US$22,227) thousand. On January 13, 2021, the above
transaction was approved by the FSC. This GDR was listed in Luxembourg Exchange on January

20, 2021.
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b. Retained earnings and dividends policy

Under the dividend policy as set forth in the Articles of Incorporation, the Company’s annua net
income after tax shall offset its losses in previous years, then set aside a special reserve in accordance
with the Applicable Public Company Rules of the Republic of China or as requested by the authorities
in charge, and then any remaining profit together with any undistributed retained earnings shall be used
by the Company’s board of directors as the basis for proposing a distribution plan, which shall be
resolved in the shareholders' meeting for distribution of dividends to shareholders. For the policy on the
distribution of employees compensation and directors’ remuneration specified in the Articles of
Incorporation, refer to Note 21-(6) Employees’ Compensation and Directors Remuneration.

The Company’s Articles of Incorporation also stipulate a dividend policy that distribution of retained
earnings may proceed by way of cash or share dividends, but the cash dividend to be distributed shall be
no lower than 10% of the aggregate dividend distributed to shareholders and no more than 100% of the
aggregate dividend distributed to sharehol ders.

The appropriations of earnings for 2021 and 2020 were as follows:

2021
Appropriation of Earnings Dividends Per Share
(In Thousand) (In Dollar)
USs$ NT$ uss NT$
Cash dividends $ 26,772 $ 790,324 $ 0377 $ 11.14
Special reserve $ 5236 $ 145,965
2020
Appropriation of Earnings Dividends Per Share
(In Thousand) (In Dollar)
USs$ NT$ USs$ NT$
Cash dividends $ 16,810 $ 465,387 $ 0239 $ 6.60
Special reserve $ 4,749 134,264

The appropriations of earnings for 2022 had been proposed by the Board of Directors on March 15,
2023. The appropriations and dividends per share were as follows:

2022
Appropriation of Earnings Dividends Per Share
(In Thousand) (In Dallar)
Uss NT$ uSss NTS$
Cash dividends $ 30,269 $ 922,593 $ 0420 $ 12.86

The appropriations of earnings for 2022 are to be resolved in the meeting of the shareholders which is
expected to be held on June 9, 2023.

C. Specia reserve
Items referred to under Rule No. 1010012865 and No. 1010047490, issued by the FSC and in the

directive titled “Questions and Answers for Special Reserves Appropriated Following Adoption of
IFRSs’ should be appropriated to or reversed from a specia reserve by the Company.
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The increase in retained earnings that resulted from the first-time adoptions of IFRSs was NT$63,380
thousand (US$3,221 thousand). Special reserve from cumulative translation adjustments at the
first-time adoptions of IFRSs was NT$67,693 thousand (US$2,799 thousand). For the years ended 2022
and 2021, based on the foregoing Rule, the Group recognized NT$145,965 thousand (US$5,236
thousand) and NT$134,264 thousand (US$4,749 thousand) as a specia reserve due to the subtraction of
other equity, respectively.

d. Treasury shares

In order to maintain the Company’s credit and shareholders’ rights and interest, the Board of Directors
resolved on May 10, 2021 to repurchase ordinary shares.

The Company repurchased 422 thousand shares, at a total amount of NT$206,489 thousand (US$7,410
thousand). The cancellation was completed on October 28, 2021.

19. SHARE-BASED PAYMENT ARRANGEMENTS

Employee share option plan of the Company and subsidiaries

According to the Company’ s employee share option plan, each option entitles the holder to subscribe for
1,000 ordinary shares of the Company. The qualified employee includes employees of the Company and its
subsidiaries satisfying specific requirements. The option granted are valid for 10 years and 50% becomes
vested after two years from the grant date, and one-fourth vested annually for subsequent years.

According to the Company’s employee share option plan approved in May of 2022, 50% of the employee
share option becomes vested after two years from the grant date, and 1/48™ becomes vested each month for
the subsequent years. The remaining terms are the same as those stipulated in the previous employee stock
option plans.

The board of directors made a resolution on August 26, 2022 to revise the vesting condition of all
outstanding employee share option plans (from 2015 to 2021). The newly revised vesting condition
provides that 50% of the employee share option becomes vested after two years from the grant date, and
1/48" becomes vested each month for the subsequent years. Due to the change of the vesting condition,
additional compensation cost recognized on the date of contract modification was NT$43,005 thousand
(US$1,468 thousand).

Information on employee share options was as follows:

For the Year Ended December 31

2022 2021
Number of Weighted- Number of Weighted-
Options average Options average
(In Thousands ExercisePrice (In Thousands ExercisePrice

of Units) (NT9) of Units) (NT9)
Balance at January 1 6,082,988 $ 297 6,410,760 $ 185
Options granted 700,000 881 1,500,000 601
Options exercised (1,240,410) 105 (1,481,141) 67
Options expired (336,073) 549 (346,631) 437
Balance at December 31 5,206,505 401 6,082,988 297
Options exercisable, end of the year 2,503,045 183 1,980,063 80
Weighted-average fair value of

options granted (NT$) $ 514 $ 331
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The weighted-average share prices on the exercise date of the share options for the years ended December
31, 2022 and 2021 were $857 and $795, respectively.

Information on outstanding options was as follows:

December 31
2022 2021
Weighted-aver age Weighted-aver age
ExercisePrice  Remaining Contractual Life ExercisePrice  Remaining Contractual Life
(NT9$) (InYears) (NT9$) (InYears)
$24.6 3.87 $24.6 4.87
36.6 3.18 36.6 4.18
40.4 4.19 40.4 5.19
55.6 2.32 55.6 3.32
73.2 6.39 73.2 7.39
73.9 6.22 73.9 7.22
75.5 4.93 75.5 5.93
81.8 491 81.8 591
86.0 5.73 86.0 6.73
93.8 511 93.8 6.11
94.1 6.61 94.1 7.61
96.1 5.02 96.1 6.02
115.8 5.25 115.8 6.25
119.6 5.61 119.6 6.61
121.6 5.30 121.6 6.30
182.5 6.86 182.5 7.86
202.6 6.90 202.6 7.90
204.6 7.14 204.6 8.14
264.6 7.33 264.6 8.33
326.6 7.46 331.2 8.46
405.7 8.38 579.4 8.59
564.1 7.96 572.0 8.96
571.4 7.59 820.8 9.19
5715 8.64 4114 9.38
809.5 8.19 579.5 9.64
969.4 9.19 1,030.0 9.83
1,015.8 8.83
969.4 9.19
873.8 9.33
816.6 9.66
843.0 9.88

Options granted in 2022 and 2021 were priced by Black-Scholes pricing model and the inputs to the model
on each grant-date were as follows:

November 15, August 26, April 29, March 9,
2022 2022 2022 2022

Grant-date share price (NT$) 843 828 886 983
Exercise price (NT$) 843 828 886 983
Expected voltility 61.59%-63.71% 61.19%-62.91% 60.66%-62.18%  60.13%-61.6%
Expected life (in years) 6-7 years 6-7 years 6-7 years 6-7 years
Expected dividend yield - - - -
Risk-freeinterest rate 1.46%-1.53% 1.11%-1.15% 1.10%-1.15% 0.66%-0.68%
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October 29, August 20, May 17, March 8,

2021 2021 2021 2021
Grant-date share price (NT$) 1,030 586 416 830
Exercise price (NTS$) 1,030 586 416 830
Expected voldtility 59.47%-60.67% 59.15%-60.54% 58.93%-59.72% 57.36%-57.75%
Expected life (in years) 6-7 years 6-7 years 6-7 years 6-7 years
Expected dividend yield - - - -
Risk-free interest rate 0.47%-0.50% 0.34%-0.37% 0.32%-0.35% 0.40%-0.45%

Compensation costs recognized were NT$381,948 thousand (US$12,815 thousand) and NT$244,308
thousand (US$8,722 thousand) for the years ended December 31, 2022 and 2021, respectively.

20. REVENUE
a Contract information
The changes in the contract asset and the contract liability balances primarily result from the timing
difference between the satisfaction of performance obligation and the customer’s payment. For the
years ended December 31, 2022 and 2021, the Company recognized revenue of NT$1,076,791 thousand
(US$36,128 thousand) and NT$3,867,085 thousand (US$138,066 thousand), respectively, from the
beginning balance of contract liability.

b. Disaggregation of revenue from contracts with customers

2022 2021
NTS$ USss$ NT$ Uss$

Production
ASIC and wafer product $ 13437902 $ 450,861 $ 10,241,686 $ 365,657
NRE 230,084 7,720 176,002 6,284
Others 57,218 1,919 10,588 378

$ 13725204 $ 460500 $ 10428276 $ 372,319
Geography
United States $ 5384959 $ 180673 $ 1421935 $ 50,767
China 3,763,293 126,264 7,455,270 266,175
Japan 1,872,096 62,811 914,507 32,650
Taiwan 1,413,395 47,421 308,092 11,000
Europe 1,288,426 43,229 328,472 11,727
Other 3,035 102 - -

$ 13725204 $ 460500 $ 10428276 $ 372,319
(Continued)
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2022 2021

NT$ Uss NTS$ Uss
Application type
High performance computing $ 11,238,131 $ 377,055 $ 8814309 $ 314,696
Niche market 1,013,842 34,016 691,219 24,678
Consumer 781,928 26,235 446,399 15,938
Communication 691,303 23,194 476,349 17,007

$ 13725204 $ 460500 $ 10428276 $ 372,319

Resolution

6-nanometer and below $ 2091417 $ 70,170 % 117,049 $ 4,179
7-nanometer 7,215,105 242,077 6,130,693 218,883
12-nanometer 1,529,444 51,315 935,696 33,407
16-nanometer 1,163,855 39,049 2,030,820 72,506
22-nanometer 159,606 5,355 52,628 1,879
28-nanometer 1,050,030 35,230 519,594 18,551
40-nanometer and above 515,747 17,304 641,796 22,914

$ 13725204 $ 460500 $ 10428276 $ 372,319
(Concluded)

21. NET PROFIT
Net profit included the following items:
a Interest income

For the Year Ended December 31

2022 2021
NT$
Bank deposits $ 62,411 $ 11,304
Investments in debt instruments at FV TOCI 9,896 10,874
Financial assets at amortized cost 14,807 13,185
Others 458 472
$ 87,572 $ 35,835
Uss$
Bank deposits $ 2,094 $ 404
Investments in debt instruments at FVTOCI 332 388
Financial assets at amortized cost 497 471
Others 15 16
$ 2938 $ 1,279
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b. Other gainsand losses

NT$

Net foreign exchange (losses) gains
Gain on disposal of financial assets

Investments in debt instruments at FVTOCI
Loss on disposal of property, plant and equipment
Others

UsSs

Net foreign exchange (losses) gains
Gain on disposal of financial assets

Investments in debt instruments at FVTOCI
Loss on disposal of property, plant and equipment
Others

Finance costs

NT$
Interest on lease liabilities
Uss
Interest on lease liabilities

Depreciation and amortization

NT$

Property, plant and equipment
Right-of -use assets
Intangible assets

An analysis of depreciation by function
Operating costs
Operating expenses
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For the Year Ended December 31

2022

$ (65,303)
451

(81)

(334)

$ (65,267)

$ (2,191
15
©)

(11)

$ (2,190)

2022

$ 2,868

2021

$ 14,600

509
(213)
(214)

$ 14,682
$ 52
18
(8)
(<)
$ 524

2021

$ 2,590

For the Year Ended December 31

2022 2021
$ 1,706,395 $ 1,017,822
54,076 45,602
297,838 468,296
$ 2,058,309 $ 1,531,720
$ 1,647,931 $ 968,405
112,540 95,019
$ 1,760,471 $ 1,063,424
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An analysis of amortization by function
Operating costs
Operating expenses

USs$

Property, plant and equipment
Right-of-use assets
Intangible assets

An analysis of depreciation by function
Operating costs
Operating expenses

An analysis of amortization by function
Operating costs
Operating expenses

Employee benefits expense

NT$

Post-employment benefits

Defined contribution plan
Share-based payments (Note 19)
Other employee benefits

An analysis of employee benefits expense by function
Operating costs
Operating expenses
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For the Year Ended December 31

2022 2021

$ 295,147 $ 465,309
2,691 2,987

$ 297,838 $ 468,296
$ 57,252 $ 36,339
1,814 1,628

9,993 16,719

$ 69,059 $ 54,686
$ 55291 $ 34574
3,775 3,393

$ 59,066 $ 37,967
$ 9,903 $ 16,612
90 107

$ 9,993 $ 16,719

(Concluded)

For the Year Ended December 31

2022 2021
$ 60,796 $ 51,832
381,948 244,308
1,196,238 1,081,137
$ 1,638,982 $ 1,377,277
$ 12814 $ 11,804
1,626,168 1,365,473
$ 1,638,982 $ 1,377,277
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For the Year Ended December 31

2022 2021
US$
Post-employment benefits
Defined contribution plan $ 2,040 $ 1,851
Share-based payments (Note 19) 12,815 8,722
Other employee benefits 40,136 38,600
$ 54991 $ 49173
An analysis of employee benefits expense by function
Operating costs $ 430 $ 421
Operating expenses 54,561 48,752
$ 54991 $ 49173
(Concluded)

Compensation of employees and remuneration of directors

According to the Company’s Articles, the Company accrues compensation of employees and
remuneration of directors at rates of no less than 1% and no higher than 2%, of net profit before income
tax, compensation of employees, and remuneration of directors. The compensation of employees and

the remuneration of directorsfor 2022 and 2021 were as follows;

2022
USs$ NTS$
Compensation of employees $ 5446 $ 162,310
Remuneration of directors 1,037 30,916
$ 6483 $ 193,226
2021
Uss NT$
Compensation of employees $ 6,339 $ 177,552
Remuneration of directors 1,119 31,333
$ 7458 $ 208,885

If there is a change in the amounts after the annual consolidated financial statements are authorized for

issue, the differences are recorded as a change in the accounting estimate.

Information on the compensation of employees and remuneration of directors resolved by the
Company’ s board of directorsis available at the Market Observation Post System website of the Taiwan

Stock Exchange.
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22. INCOME TAX

a. Incometax recognized in profit or loss consisted of the following:

Current tax
In respect of the current year
Adjustments for prior year

Deferred tax
In respect of the current year
Adjustments for prior year

Income tax expense recognized
in profit or loss

A reconciliation of accounting profit and income tax expenseis as follows:

Profit before tax

Income tax expense calcul ated
at the statutory rate

Permanent differences

Unrecognized loss

carryforwards and deductible

temporary differences
Adjustments to current income
tax of prior years

Income tax expense recognized
in profit or loss

2022 2021

US$ NT$ US$ NT$
$ 17,447 $ 520,024 $ 16,046 $ 449,442
(380) (11.333) (170) (4,732
17,067 508,691 15,876 444,710
1,380 41,136 (1,178) (33,003)
i } (12) (365)
$ 1380 $ 41136 $ (11900 $ 33368
$ 18447 $ 549,827 $ 14686 $ 411,342

2022 2021

US$ NT$ US$ NT$
$ 79956 $ 2383120 $ 67873 $ 1,901,065
$ 17264 $ 514573 $ 13789 $ 386,224
1,408 41,952 (571) (15,996)
155 4,635 1,650 46,211
(380) (11,333) (182) (5.097)
$ 18447 $ 549827 $ 14686 411,342

The income tax rate was 20% used by the Group’s subsidiary located in Taiwan according to the
Income Tax Acts of the Republic of China. Alchip Shanghai, Alchip Wuxi and Alchip Jinan were
entitled to a preferential tax rate for China's key integrated circuit design enterprises of 10% in 2022.
Alchip Xi Yun is qualified as a software enterprise in China, so is entitled to tax exemption for 2022
and 2023. Other China subsidiaries were entitled to the first two years and a half reduction of 12.5% in
2022. The applicable tax rate used by the Group’s subsidiary located in Japan was approximately 37%.
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b.

Income tax recognized directly in equity

2022 2021
uUSs$ NTS$ Uss NT$
Current tax
Disposal of investmentsin
equity instruments
designated as at FVTOCI $ - $ - $ 302 $ 8447
Total income tax recognized
directly in equity $ - $ - $ 302 $ 8447
Income tax recognized in other comprehensive income
2022 2021
USs$ NT$ uss NT$
Deferred tax
In respect of the current year
Fair value changes of
financial assets at
FVTOCI $ 131 $ 3924 $ - $ -
Total income tax recognized in
other comprehensive income $ 131 $ 3924 $ - $ -
Deferred tax assets and liabilities
The movements of deferred tax assets and deferred tax liabilities were as follows:
For the year ended December 31, 2022
NT$
Recognized
in Other
Recognized Compre-
Opening in Profit or hensive Exchange Closing
Deferred Tax Assets Balance Loss Income Differences Balance
Temporary differences
Write-down of inventory $ 37,434 $(34,233) $ - $ 3,058 $ 6,259
Allowance for doubtful
accounts - 19,110 - 580 19,690
Intangible assets 29,516 (5,949) - 393 23,960
Unrealized exchange
losses 917 (988) - 71 -
67,867 (22,060) - 4,102 49,909
Loss carryforward - 11,645 - 353 11,998
$ 67,867 $(10,415) $ - $ 4455 $ 61,907
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Deferred Tax Liability

Temporary differences
Financial assets at
FVTOCI
Unrealized exchange gains

Deferred Tax Assets

Temporary differences
Write-down of inventory
Allowance for doubtful

accounts
Intangible assets
Unrealized exchange loss

Loss carryforward

Deferred Tax Liability

Temporary differences
Financial assets at
FVTOCI
Unrealized exchange gains

Opening
Balance

Opening
Balance

$ 1,352

1,066
__ A
2,452

$ 2452

Opening
Balance

Recognized
in Profit or
Loss

$ -
30,721

$ 30,721

Recognized
in Profit or
Loss

$ (1,148)

641
(199)
(34)
(740)

391

$  (349)

Recognized
in Profit or
Loss

$ -
1,031

$ 1031
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Recognized

in Other

Compre-

hensive Exchange Closing

Income Differences Balance

$ 3924 $ 119 $ 4,043
- 932 31,653

$ 3924 $ 1051 $ 35,696

Recognized

in Other

Compre-

hensive Exchange Closing

Income Differences Balance

$ - $ - $ 204
- - 641
- (87) 780
- (87) 1,625
- - 391

$ - $ (87 $ 2016

Recognized

in Other

Compre-

hensive Exchange Closing

Income Differences Balance

$ 131 $ - $ 131
- - 1,031

$ 131 $ - 1,162



For the year ended December 31, 2021

NT$

Deferred Tax Assets
Temporary differences
Write-down of inventory
Intangible assets
Unrealized exchange loss

Loss carryforward

Deferred Tax Liability

Temporary differences
Intangible assets

USs

Deferred Tax Assets
Temporary differences
Write-down of inventory
Intangible assets
Unrealized exchange loss

Loss carryforward

Deferred Tax Liability

Temporary differences
Intangible assets

Income tax assessments

Recognized
in Other
Recognized Compre-
Opening in Profit or hensive
Balance Loss Income
$ 19,198 $ 18,998 $ -
5,905 24,666 -
4,273 (3,274) -
29,376 40,390 -
7,914 (7,785) -
$ 37,290 $ 32,605 $ -
Recognized
in Other
Recognized Compre-
Opening in Profit or hensive
Balance Loss Income
$ 776 $ (763) $ -
Recognized
in Other
Recognized Compre-
Opening in Profit or hensive
Balance Loss Income
$ 674 $ 678 $ -
207 879 -
150 (116) -
1,031 1,441 -
278 (278) -
$ 1,309 $ 1,163 $ -
Recognized
in Other
Recognized Compre-
Opening in Profit or hensive
Balance Loss Income
$ 27 $ (27 $ -

Exchange Closing
Differences Balance
$ (762 $ 37,434
(1,055) 29,516
(82) 917
(1,899) 67,867
(129) -

$ (2,028) $ 67,867
Exchange Closing
Differences Balance
$ (13) $ -
Exchange Closing
Differences Balance
$ - $ 1,352
(20) 1,066

- - 3
(20) 2,452

$ (20 $ 2452
Exchange Closing
Differences Balance
$ - $ -

Tax returns of Alchip Technologies Inc. and Alchip Taiwan Branch through 2020 have been assessed

by the tax authorities, and there is no significant difference between the assessment results and the

income tax returns filed.
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23.

24,

EARNINGS PER SHARE

Unit: USHNTS$ Per Share

2022 2021
uss NT$ uss NTS$
Basic earnings per share $ 086 $ 25.69 $ 076 $ 21.34
Diluted earnings per share $ 082 $ 24.47 $ 071 $ 20.00

EPSis computed as follows:
Unit: USHNTS$ Per Share

2022 2021
Uss NT$ uss NT$

Net Profit for the Y ear

Profit for the year attributable to
owners of the Company $ 61,547 $ 1,834,414 $ 53,187 $ 1,489,723

Earnings used in the computation
of basic and diluted earnings per

share $ 61,547 $ 1,834,414 $ 53,187 $ 1,489,723

The weighted average number of ordinary shares outstanding (in thousands of shares) is asfollows:

2022 2021

Weighted average number of ordinary shares used in the

computation of basic earnings per share 71,392 69,817
Effect of potentially dilutive ordinary shares

Employee share option 3,329 4,490

Compensation of employees 231 191
Weighted average number of ordinary shares used in the

computation of diluted earnings per share 74,952 74,498

The Group may settle the compensation of employees in cash or shares; therefore, the Group assumes that
the entire amount of the compensation will be settled in shares, and the resulting potential shares will be
included in the weighted average number of shares outstanding used in the computation of diluted earnings
per share, as the effect is dilutive. Such dilutive effect of the potential sharesisincluded in the computation
of diluted earnings per share until the number of shares to be distributed to employees is resolved in the
following year.

CAPITAL MANAGEMENT

The Group is a fabless application specific circuit provider and expects significant capital expenditure on
the purchase of machinery equipment and SIP now and in the near future. Accordingly, the Group’s
objective is to maintain necessary operating capital, the availability of funds for research and development,
the capacity to pay dividends, etc. The Group continuously evaluates the policy of capital management with
aconservative attitude.
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25. CASH FLOW INFORMATION

Non-cash Transactions

2022 2021
Uss NT$ uss NT$

Additions of property, plant and

equipment $ 48,452 $ 1,444,098 $ 39,704 $ 1,112,068
Changes in prepayment (8,029) (222,229) - -
Changes in payment for equipment (7,790) (239,725) 165 4,819
Changes in payment for leases 1 32 - 4
Effect of foreign currency exchange

differences - (9,520) - (207)
Payments for acquisition of property,

plant and equipment $ 32634 $ 972,656 $ 39869 $ 1,116,684
Additions of intangible assets $ 11,585 $ 345,202 $ 13810 $ 386,809
Changesin prepayment (800) (12,439) 94 (526)
Changes in other account payable 510 4,106 (739) (17,993)
Effect of foreign currency exchange

differences - (295) - 451
Payments for acquisition of intangible

assets $ 11295 $ 336,664 $ 13165 $ 368,741

26. FINANCIAL INSTRUMENTS
a Fair value of financial instruments not measured at fair value
Management believes the carrying amounts of financia assets and financial liabilities recognized in the
consolidated financia statements as approximate fair values. Accordingly, the Group takes the carrying
amount of those financial assets and liabilities as the basis for evaluating the fair val ue.
b. Fair value of financia instruments measured at fair value on arecurring basis
1) Fair vaue hierarchy
The Group’s financial instruments measured at fair value are financial assets at FVTOCI. The far
value measurements, which are grouped into Levels 2 and Levels 3 based on the degree to which
the fair value measurements are observable.

2) Vauation techniques and inputs applied for Level 2 fair value measurement

Financial I nstrument Valuation Technigue and I nputs

Foreign bonds investment Adjusted integration of quoted prices or settlement prices from
stock exchange market participants for each corporate bond.

3) Vauation techniques and inputs applied for Level 3 fair value measurement

The fair values of foreign unlisted equity securities were determined by the latest net worth of
investee and the financia and operating information of observable companies
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The fair values of unlisted equity securities were determined using the income approach. Under this
approach, the discounted cash flow was used to estimate the present value of the benefits derived
from these investees. The significant unobservable inputs used are listed in the table below. An
increase in long-term revenue growth rates or a decrease in the WACC or discount for lack of
marketability would result in an increase in the fair value.

December 31,
2022
Long-term revenue growth rates 2.50%
WACC 20.47%
Discount for lack of marketability 33.25%

If the inputs to the valuation model were changed to reflect reasonably possible aternative
assumptions while all the other variables were held constant, the fair value of the shares would
increase (decrease) as follows:

December 31
Uss$ NTS$
Long-term revenue growth rates
0.5% increase $ 27 $ 818
0.5% decrease $ (25 $ (774
WACC
0.5% increase $ (52 $ (1,585)
0.5% decrease $ 55 $ 1677
There were no transfers between Levels 1 and 2 in the 2022 and 2021.
c. Categories of financia instruments
December 31
2022 2021
NT$
Financia assets
Financial assets at amortized cost (1) $ 8,276,875 $ 9,328,306
Financial assets at FVTOCI
Debt instruments 272,986 267,866
Equity instruments 193,724 117,220
Financial liabilities
Amortized cost (2) 2,361,896 541,035
(Continued)
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December 31

2022 2021

US$
Financia assets
Financial assets at amortized cost (1) $ 269,517 $ 337,004
Financia assets at FVTOCI

Debt instruments 8,889 9,677

Equity instruments 6,308 4,235
Financia liabilities
Amortized cost (2) 76,910 19,545

(Concluded)

1) The balances include financial assets at amortized cost, which comprise cash and cash equiva ents,
trade receivables and other receivables.

2) The balancesinclude financia liabilities at amortized cost, which comprise trade payables and other
payables.

Financial risk management objectives and policies

The Group’s major financia instruments include debt investments, trade receivables, trade payables and
lease liabilities.

The Group’s corporate treasury function provides services to the business, coordinates access to
domestic and international financial markets, and monitors and manages the financial risks relating to
the operations of the Group through internal risk reports that analyze exposures by degree and
magnitude of risks. These risks include market risk (including foreign currency risk, interest rate risk
and other pricerisk), credit risk and liquidity risk.

1) Market risk

The company’s activities exposed it primarily to the financial risks of changes in foreign currency
exchange rates (see (a) below) and interest rates (see (b) below).

a) Foreign currency risk

The Group uses USD and JPY as the functional currency, and uses other currency for the
payment of employee salaries and operating expenses of each subsidiary (branch); therefore,
there is no material exchange rate fluctuation risk. Since the Company is listed for trading on
the Taiwan Stock Exchange, it can be expected that in the future, when dividends are issued to
domestic investors in NTD or when funds are raised domestically in NTD such that the amount
needs to be exchanged to USD for use, there is an exchange rate risk in the exchange of TWD to
USD, and the possible responsive measures adopted by the financial department of the Group
are asfollows

i. The Group maintains an adequate level of foreign currency reserve based on predicted

exchange rate to provide for subsidiaries’ operating activities and to lessen the impact on
adverse exchange fluctuations to the net income;
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b)

ii. The Group continuously monitors exchange rate fluctuations and maintaining close
relationships with principal correspondent banks to provide management with sufficient;
and

iii. The Group reduces the impact of adverse exchange rate fluctuations on the Group’s net
income by using natural write off (i.e. a majority of sales and purchase transactions are
denominated in USD) and by using foreign currency loans or forward exchange contracts
when needed information as a basis for managing exchange rate fluctuations.

Refer to Note 28 for the carrying amounts of monetary assets and liabilities not denominated in
functional currency at the end of the reporting period.

Sensitivity analysis

The Group ismainly exposed to the RMB and USD.

The following table details the Group’s sensitivity to a 5% increase and decrease in the USD
and JPY (i.e., the functional currency) against the relevant foreign currencies. The sensitivity
rate of 5% is used when reporting foreign currency risk internally to key management personnel
and represents management’ s assessment of the reasonably possible change in foreign exchange
rates. The sensitivity analysis included only outstanding foreign currency denominated
monetary items, and adjusts their tranglation at the end of the year for a 5% change in foreign
currency rates. A positive number below indicates an increase in pre-tax profit associated with
the USD and JPY strengthening 5% against the relevant currency. For a 5% weakening of the
USD and JPY against the relevant currency, there would be an equal and opposite impact on
pre-tax profit, and the balances below would be negative.

Unit: In Thousands of U.S. Dollars

Profit
2022 2021
RMB $ 1,863 $ 1,833
usD 46 114

Interest rate risk

The carrying amounts of the Group’s financia assets and financial liabilities with exposure to
interest rates at the end of the year were asfollows:

December 31
2022 2021

NTS$
Fair value interest rate risk

Financia assets $ 2,636,403 $ 5,227,633

Financid liabilities 121,601 86,251
Cash flow interest rate risk

Financia assets 4,304,022 3,401,454

(Continued)
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2)

3)

December 31

2022 2021

US$
Fair value interest rate risk

Financia assets $ 85,848 $ 188,859

Financid liabilities 3,960 3,116
Cash flow interest rate risk

Financia assets 140,151 122,885

(Concluded)

The sensitivity analysis below was determined based on the Group’s exposure to interest rates
for non-derivative instruments at the end of the reporting period. A 25 basis point increase or
decrease was used when reporting interest rate risk internally to key management personnel and
represents management’ s assessment of the reasonably possible changein interest rates.

If interest rates had been 25 basis points higher/lower and all other variables were held constant,
the Group's pre-tax profit for the years ended December 31, 2022 and 2021 would have
decreased/increased by NT$10,760 thousand (US$350 thousand) and NT$8,504 thousand
(US$307 thousand), respectively.

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting
in a financia loss to the Group. At the end of the year, the Group’s maximum exposure to credit
risk, which would cause a financia loss to the Group due to the failure of the counterparty to
discharge its obligation and due to the financial guarantees provided by the Group, could be equal to
the total of the carrying amount of the respective recognized financial assets as stated in the balance
shests.

The Group adopted a policy of only dealing with credit worthy counterparties as a means of
mitigating the risk of financial loss from defaults. Credit exposure is controlled by counterparty
limits that are reviewed and approved by the finance department periodically.

The credit risk on liquid funds was limited because the counterparties are banks with high credit
ratings assigned by international credit-rating agencies.

The Group’s concentration of credit risk of 30% and 14% of total trade receivables as of December
31, 2022 and 2021, respectively, was attributable to the Group’ s largest customer.

Liquidity risk
The Group manages liquidity risk by monitoring and maintaining a level of cash and cash

equivalents deemed adequate to finance the Group’s operations and mitigate the effects of
fluctuations in cash flows.
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a)

b)

Liquidity and interest rate risk tables

The following table details the Group’s remaining contractual maturities for its non-derivative
financial liabilities with agreed upon repayment periods. The table has been drawn up based on
the undiscounted cash flows of financial liahilities from the earliest date on which the Group
can be required to pay. The interest recognition is not material.

December 31, 2022
NT$ US$

Lessthan 3 Monthsto Lessthan 3 Monthsto
1Month 1-3Months 1Year 1-5Years 5+ Years 1Month 1-3Months 1Year 1-5Years 5+ Years
Non-derivative financial
liabilities
Trade payables $ 1,282,861 $ 654,711 $ - $ - $ - $ 41,774 $ 21,319 $ - $ - $
Other payables 405,757 18,472 95 - - 13,213 601 3 - -
Leaseliabilities 4,787 8,780 40,807 64,239 7,886 156 286 1,329 2,092 256

$ 1693405 $ 681963 $ 40902 $ 64239 $ 786 $ 55143 $ 22206 $ 1332 $ 2092 $ 256

December 31, 2021
NT$ Uss

Lessthan 3 Monthsto Lessthan 3 Monthsto
1Month 1-3Months 1Year 1-5Years 5+ Years 1Month 1-3Months 1VYear 1-5Years 5+ Years
Non-derivative financial
liabilities
Trade payables $ 338454 $ 55935 $ - $ - $ - $ 12227 $ 2,021 $ - $ - $
Other payables 43,666 102,980 - - - 1578 3,719 - - -
Lease liabilities 4,367 8,456 24,551 39,794 11,788 158 305 887 1,438 426

$ 386,487 $ 167,371 $ 24551 $ 39794 $ 11788 $ 13963 $ 6045 $ 887 $ 1438 $ 426
Financing facilities

December 31
2022 2021

NT$

Secured other loan
Amount used $
Amount unused

$

767,750 692,000

$ 767,750 $ 692,000
US$
Secured other loan

Amount used $
Amount unused

$

25,000 25,000

$ 25,000 $ 25,000
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27.

28.

TRANSACTIONSWITH RELATED PARTIES

Balances and transactions between the Company and its subsidiaries, which are related parties of the
Company, have been eliminated on consolidation and are not disclosed in this note.

Remuneration of directors and key management personnel is as follows.

For the Year Ended December 31

2022 2021

NTS
Other employee benefits $ 247,340 $ 230,753
Share-based payments 128,189 108,199
Post-employment benefits 905 728

$ 376,434 $ 339,680
US$
Other employee benefits $ 8299 $ 8239
Share-based payments 4,301 3,863
Post-employment benefits 30 26

$ 12,630 $ 12128
The remuneration of directors and key executives, as determined by the remuneration committee, is based
on the performance of individuals and market trends.
SIGNIFICANT ASSETSAND LIABILITIESDENOMINATED IN FOREIGN CURRENCIES
The Group’s significant financial assets and liabilities denominated in foreign currencies aggregated by the
foreign currencies other than functional currencies of the entities in the Group and the related exchange

rates between the foreign currencies and the respective functional currencies were as follows:

December 31, 2022

Carrying
Amount
Foreign (US$in
Currency Exchange Rate Thousands)
Financial assets
Monetary items
RMB $ 390,921 0.143583 (RMB:USD) $ 51721
usb 11,845 132.135307 (USD:JPY) 11,845
NTD 82,061 0.032563 (NTD:USD) 1,205
$ 64,771
(Continued)
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Non-monetary items

Investments accounted for using

the equity method
RMB
NTD

Financial liabilities

Monetary items
RMB
usD
NTD

December 31, 2021

Financial assets

Monetary items
RMB
usD
NTD

Non-monetary items

Investments accounted for using

the equity method
RMB

Financial liabilities

Monetary items
RMB
usD
NTD

Foreign
Currency

$ 30,701
45,056

100,785
10,919
26,891

Foreign
Currency

$ 240,214
8,203
42,438

27,000

33,539
5,928
40,517
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Exchange Rate

0.143583 (RMB:USD)
0.032563 (NTD:USD)

0.143583 (RMB:USD)
132.135307 (USD:JPY)
0.032563 (NTD:USD)

Exchange Rate

0.156846 (RMB:USD)
115.088042 (USD:JPY)
0.036127 (NTD:USD)

0.156846 (RMB:USD)

0.156846 (RMB:USD)
115.088042 (USD:JPY)
0.036127 (NTD:USD)

Carrying
Amount
(US$in
Thousands)

$ 4,408
1,467

$ 5875

$ 14471
10,919
876

$ 26,266
(Concluded)

Carrying
Amount
(US$in
Thousands)

$ 37,677
8,203
1,533

$ 47413

$ 4235

$ 5260
5,928
1,464

$ 12,652



The significant realized and unrealized foreign exchange gains (losses) were as follows:

For the Year Ended December 31

2022 2021
Exchange Rate (Foreign Net Foreign Exchange Rate (Foreign Net Foreign
Foreign Currency: Functional ExchangeGains Currency: Functional  Exchange Gains

Currency Currency) (L osses) Currency) (L osses)
RMB 0.148792 (USD:NTD) $ (2,852 0.155010 (USD:NTD) $ 758
usD 131.010088 (USD:JPY) 56 109.673174 (USD:JPY) 52
NTD 0.033551 (NTD:USD) 605 0.035703 (NTD:USD) (288)
$ (2,19) $ 522

29. SEPARATELY DISCLOSED ITEMS
a. Information on significant transactions and b. Information on investees
1) Financing provided to others. None
2) Endorsements/guarantees provided: None
3) Marketable securities held (Table 1)

4) Marketable securities acquired or disposed of at costs or prices of at least NT$300 million or 20%
of the paid-in capital: None

5) Acquisition of individua rea estate at costs of at least NT$300 million or 20% of the paid-in
capital: None

6) Disposal of individual real estate at prices of at least NT$300 million or 20% of the paid-in capital:
None

7) Total purchases from or sales to related parties amounting to at least NT$100 million or 20% of the
paid-in capital (Table 2)

8) Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in capital
(Table 3)

9) Trading in derivative instruments. None
10) Intercompany relationships and significant intercompany transactions (Table 4)
11) Information on investees (Table 5)
b. Information on investmentsin mainland China
1) Information on any investee company in mainland China, showing the name, principal business
activities, paid-in capital, method of investment, inward and outward remittance of funds,
ownership percentage, net income of investees, investment income or loss, carrying amount of the

investment at the end of the year, repatriations of investment income, and limit on the amount of
investment in the mainland China area (Table 6)
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2) Any of the following significant transactions with investee companies in mainland China, either
directly or indirectly through a third party, and their prices, payment terms, and unrealized gains or
losses: None

a) The amount and percentage of purchases and the balance and percentage of the related payables
at the end of the year

b) The amount and percentage of sales and the balance and percentage of the related receivables at
the end of the year

¢) Theamount of property transactions and the amount of the resultant gains or losses

d) The balance of negotiable instrument endorsements or guarantees or pledges of collatera at the
end of the year and the purposes

€) The highest balance, the ending balance, the interest rate range, and total current period interest
with respect to the financing of funds

f) Other transactions that have a material effect on the profit or loss for the year or on the financia
position, such as the rendering or receipt of services

c. Information of major shareholders: List al shareholders with ownership of 5% or greater showing the
name of the shareholder, the number of shares owned, and percentage of ownership of each
shareholder: None

30. SEGMENT INFORMATION

a. Operating segment
The Group is engaged in research and development, design, and manufacturing of ASIC and SOC and
provides related services. These activities are deemed single industry; accordingly, management
considers the Group as having only one reportable segment.

b. Geographical information
The Group operates in three principal geographical areas - Japan, Taiwan and China.

The Group’ s revenue from continuing operations from external customers by location of operations and
information on its non-current assets by location of assets are detailed below.

Revenue from External

Customers Non-current Assets
For the Year Ended December 31 December 31
2022 2021 2022 2021

NTS$

United States $ 5,384,959 $ 1,421,935 $ 8,568 $ 1,041
China 3,763,293 7,455,270 323,531 215,333
Japan 1,872,096 914,507 32,103 45,270
Taiwan 1,413,395 308,092 912,103 1,153,060
Europe 1,288,426 328,472 - -
Other 3,035 - 159,466 217,435

$ 13,725,204 $ 10,428,276 $ 1435771 $ 1,632,139
(Continued)
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US$

United States
China

Japan
Taiwan
Europe
Other

Revenue from Exter nal

Information on major customers

Customer

Customer A
Customer B

Customers Non-current Assets
For the Year Ended December 31 December 31
2022 2021 2022 2021
$ 180,673 $ 50,767 $ 279 $ 38
126,264 266,175 10,535 7,779
62,811 32,650 1,045 1,635
47,421 11,000 29,700 41,657
43,229 11,727 - -
102 - 5,193 7,855
$ 460,500 $ 372,319 $ 46,752 $ 58,964
(Concluded)
Single customers contributing 10% or more to the Group’ s revenue were as follows:
2022 2021
NTS$ % Uss$ NT$ %
$ 4,310,100 31 Note Note Note
Note Note $ 93325 $ 2,613,937 25
Note Note 79,491 2,226,455 21

Customer C

Note: Revenue from the customer for the indicated period was | ess than 10% of the Group’ s revenue.
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