TAIWAN FU HSING INDUSTRIAL CO. LTD.
AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS AND
INDEPENDENT AUDITORS’ REPORT
DECEMBER 31, 2022 AND 2021

For the convenience of readers and for information purpose only, the auditors’ report and the accompanying
financial statements have been translated into English from the original Chinese version prepared and used in
the Republic of China. In the event of any discrepancy between the English version and the original Chinese
version or any differences in the interpretation of the two versions, the Chinese-language auditors’ report and
financial statements shall prevail.
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TAIWAN FU HSING INDUSTRIAL CO., LTD.

Declaration of Consolidated Financial Statements of Affiliated Enterprises

For the year ended December 31, 2022, pursuant to “Criteria Governing Preparation of Affiliation
Reports, Consolidated Business Reports and Consolidated Financial Statements of Affiliated
Enterprises,” the entity that is required to be included in the consolidated financial statements of affiliates,
is the same as the entity required to be included in the consolidated financial statements of parent and
subsidiary companies under International Financial Reporting Standard No. 10. Additionally, if relevant
information that should be disclosed in the consolidated financial statements of affiliates has all been
disclosed in the consolidated financial statements of parent and subsidiary companies, it shall not be

required to prepare separate consolidated financial statements of affiliates.

Hereby declare,

Taiwan Fu Hsing Industrial Co., Ltd.
Representative: LIN, DUAN-ZHANG

March 8, 2023
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INDEPENDENT AUDITORS’ REPORT TRANSLATED FROM CHINESE

PWCR22000375

To the Board of Directors and Shareholders of Taiwan Fu Hsing Industrial Co., Ltd.
Opinion

We have audited the accompanying consolidated balance sheets of Taiwan Fu Hsing Industrial Co.,
Ltd. and its subsidiaries (the “Group”) as at December 31, 2022 and 2021, and the related
consolidated statements of comprehensive income, of changes in equity and of cash flows for the
years then ended, and notes to the consolidated financial statements, including a summary of

significant accounting policies.

In our opinion, based on our audits and the report of other auditors (please refer to the Other matter
section), the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at December 31, 2022 and 2021, and its consolidated
financial performance and its consolidated cash flows for the years then ended in accordance with the
Regulations Governing the Preparation of Financial Reports by Securities Issuers and the International
Financial Reporting Standards, International Accounting Standards, IFRIC Interpretations, and SIC

Interpretations that came into effect as endorsed by the Financial Supervisory Commission.
Basis for opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and the Standards on Auditing of the Republic of
China. Our responsibilities under those standards are further described in the Auditors’ responsibilities
for the audit of the consolidated financial statements section of our report. We are independent of the
Group in accordance with the Norm of Professional Ethics for Certified Public Accountants of the
Republic of China, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. Based on our audits and the report of other auditors, we believe that the audit evidence we

have obtained are sufficient and appropriate to provide a basis for our opinion.

~3~



Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the Group’s 2022 consolidated financial statements. These matters were addressed in the context
of our audit of the consolidated financial statements as a whole and, in forming our opinion thereon, we

do not provide a separate opinion on these matters.

Key audit matters for the Group’s 2022 consolidated financial statements are stated as follows:

Cut-off of export sales revenue recognition

Description

Please refer to Note 4(28) for accounting policies on revenue recognition.

The Group is primarily engaged in export. The sales revenue should be recognised when the entity has
transferred to the buyer the control of the goods based on the terms of sales orders, contracts or other
agreements. As the procedures for the timing of revenue recognition involves checking of sales situation
and relevant documents, and those procedures were performed manually, it may have a significant effect
on the appropriateness of revenue recognition near the end of the reporting period. Thus, we consider

the cut-off of export sales revenue recognition as a key audit matter.

How our audit addressed the matter

We performed the following audit procedures on the above key audit matter:

A. We understood, assessed and tested the design and the execution of internal controls on revenue

recognition; and

B. We performed cut-off tests on export sales revenue for a certain period around balance sheet date,
verified corroboration of sales revenue recognition, assessed the timing of revenue recognition based

on trade terms to ensure the appropriateness of sales revenue recognition.
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Allowance for inventory valuation losses

Description

Please refer to Note 4(13) for accounting policies on inventory valuation, Note 5 for the uncertainty of
accounting estimates and assumptions applied on inventory valuation, and Note 6(5) for details of

inventory valuation.

The Group recognised inventories at the lower of cost and net realisable value. As there are many types
of inventory, the net realisable value which was used in the individual identification and valuation of
obsolete or damage inventory, involved subjective judgement and uncertainty of estimation. Thus, we

consider the allowance for inventory valuation losses as a key audit matter.

How our audit addressed the matter

We performed the following audit procedures on the above key audit matter:

A. We assessed the reasonableness of provision policies and procedures on allowance for inventory
valuation losses, including inventory clearance, the reasonableness of obsolete inventory, and the

consistency of accounting estimates; and

B. We verified that the information on the inventory valuation loss statement was consistent with its
policies, randomly checked individual inventory number and inventory clearance, and then assessed

the appropriateness of allowance for inventory valuation losses.

Other matter — Reference to the audits of other auditors

We did not audit the financial statements of certain subsidiaries which were audited by other auditors.
Therefore, our opinion expressed herein, insofar as it relates to the amounts included in respect of these
subsidiaries, is based solely on the reports of the other auditors. Total assets of these subsidiaries
amounted to NT$69,483 thousand and NT$58,899 thousand, constituting 0.75% and 0.67% of the
consolidated total assets as at December 31, 2022 and 2021, respectively, and the operating revenue
amounted to NT$16,736 thousand and NT$20,547 thousand, constituting 0.18% and 0.21% of the
consolidated total operating revenue for the years then ended, respectively.
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Other matter — Parent company only financial reports

We have audited and expressed an unqualified opinion with other matter section on the parent company
only financial statements of Taiwan Fu Hsing Industrial Co., Ltd. as at and for the years ended December
31,2022 and 2021.

Responsibilities of management and those charged with governance for the
consolidated financial statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers and the International Financial Reporting Standards, International Accounting
Standards, IFRIC Interpretations, and SIC Interpretations that came into effect as endorsed by the
Financial Supervisory Commission, and for such internal control as management determines is necessary
to enable the preparation of consolidated financial statements that are free from material misstatement,

whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Group or

to cease operations, or has no realistic alternative but to do so.

Those charged with governance, including the audit committee, are responsible for overseeing the

Group’s financial reporting process.
Auditors’ responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an 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 in the Republic of China will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to

influence the economic decisions of users taken on the basis of these consolidated financial statements.
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As part of an audit in accordance with the Standards on Auditing of the Republic of China, we exercise

professional judgement and maintain professional skepticism throughout the audit. We also:

1.

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

internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the

effectiveness of the Group’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by management.

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.

Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying

transactions and events in a manner that achieves fair presentation.

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

solely responsible for our audit opinion.



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

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

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

doing so would reasonably be expected to outweigh the public interest benefits of such communication.

Wang, Kuo-Hua Wu, Chien-Chih
For and on behalf of PricewaterhouseCoopers, Taiwan
March 8, 2023

The accompanying consolidated financial statements are not intended to present the financial position and results of
operations and cash flows in accordance with accounting principles generally accepted in countries and jurisdictions other
than the Republic of China. The standards, procedures and practices in the Republic of China governing the audit of such
financial statements may differ from those generally accepted in countries and jurisdictions other than the Republic of China.
Accordingly, the accompanying consolidated financial statements and independent auditors’ report are not intended for use
by those who are not informed about the accounting principles or auditing standards generally accepted in the Republic of
China, and their applications in practice.

As the financial statements are the responsibility of the management, PricewaterhouseCoopers cannot accept any liability for
the use of, or reliance on, the English translation or for any errors or misunderstandings that may derive from the translation.
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TAIWAN FU HSING INDUSTRIAL CO. LTD. AND SUBSIDIARIES

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

CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2022 AND 2021

December 31, 2022

December 31, 2021

Assets Notes AMOUNT % AMOUNT %
Current assets

1100 Cash and cash equivalents 6(1) $ 2,439,034 27 2,019,319 23
1110 Financial assets at fair value through  6(2)

profit or loss - current 136,718 1 42,376 -
1136 Current financial assets at amortised 6(3) and 8

cost, net 50,582 1 75,494 1
1150 Notes receivable, net 6(4) 36,927 - 46,682 -
1170 Accounts receivable, net 6(4) 1,422,112 15 1,775,837 20
130X Inventories 6(5) 1,234,644 13 1,547,997 18
1476 Other current financial assets 12,868 - 14,563 -
1479 Other current assets, others 6(6) 139,381 2 142,144 2
11XX Current Assets 5,472,266 59 5,604,412 64

Non-current assets

1517 Non-current financial assets at fair 6(7)

value through other comprehensive

income 498,594 6 382,952 4
1600 Property, plant and equipment 6(8) and 8 3,017,461 33 2,539,747 29
1755 Right-of-use assets 6(9) 77,335 1 32,888 1
1780 Intangible assets 6(10) 25,136 - 26,469 -
1840 Deferred income tax assets 6(24) 86,410 1 106,381 1
1980 Other non-current financial assets 8 12,632 - 15,387 -
1990 Other non-current assets, others 6(11) 18,387 - 55,154 1
15XX Non-current assets 3,735,955 41 3,158,978 36
1XXX Total assets $ 9,208,221 100 8,823,390 100

(Continued)



TAIWAN FU HSING INDUSTRIAL CO. LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2022 AND 2021

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

December 31, 2022

December 31, 2021

Liabilities and Equity Notes AMOUNT % AMOUNT %
Current liabilities
2150 Notes payable $ 7,082 -3 10,290 -
2170 Accounts payable 965,321 10 1,374,094 16
2200 Other payables 6(12) 730,463 3 566,738 6
2230 Current income tax liabilities 140,713 1 78,838 1
2399 Other current liabilities, others 6(13) and 8 48,859 1 60,011 1
21XX Current Liabilities 1,892,438 20 2,089,971 24
Non-current liabilities
2540 Long-term borrowings 6(13) and 8 359,389 4 379,878 4
2570 Deferred income tax liabilities 6(24) 162,900 2 135,947 2
2580 Non-current lease liabilities 42,159 - - R
2640 Accrued pension liabilities 6(14) 45,535 1 104,674 1
25XX Non-current liabilities 609,983 7 620,499 7
2XXX Total Liabilities 2,502,421 27 2,710,470 31
Equity attributable to owners of
parent
Share capital
3110 Share capital - common stock 6(15) 1,884,521 20 1,884,521 21
Capital surplus
3200 Capital surplus 6(16) 567,114 6 567,114 7
Retained earnings 6(17)
3310 Legal reserve 1,268,103 14 1,199,351 14
3320 Special reserve 193,516 2 207,950 2
3350 Unappropriated retained earnings 2,819,680 31 2,388,090 27
Other equity interest
3400 Other equity interest 6(18) ( 87,897) ( 1) ( 193,516) ( 3)
31XX Equity attributable to owners of
the parent 6,645,037 72 6,053,510 68
36XX Non-controlling interest 60,763 1 59,410 1
3IXXX Total equity 6,705,800 73 6,112,920 69
Significant contingent liabilities and 9
unrecognised contract commitments
Significant events after the balance 11
3X2X Total liabilities and equity $ 9,208,221 100 $ 8,823,390 100

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

~10~



TAIWAN FU HSING INDUSTRIAL CO. LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

YEARS ENDED DECEMBER 31, 2022 AND 2021

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

Year ended December 31
2022 2021
Items Notes AMOUNT % AMOUNT
4000 Sales revenue 6(19) $ 9,530,920 100 $ 9,686,119 100
5000 Operating costs 6(5)(10)(14)(22)(
23)and 7 ( 7,682,843) ( 80) ( 7,997,919) ( 83)
5900 Net operating margin 1,848,077 20 1,688,200 17
Operating expenses 6(10)(14)(22)(23
) and 7
6100 Selling expenses ( 286,389) ( 3)( 319,720) ( 3)
6200 General and administrative
expenses ( 462,859) ( 5)( 397,204) ( 4)
6300 Research and development
expenses ( 195,582) ( 2)( 208,681) ( 2)
6450 Impairment loss (impairment 12(2)
gain and reversal of impairment
loss) determined in accordance
with IFRS 9 1,045 - 1,014
6000 Total operating expenses ( 943,785) ( 10) ( 924,591) ( 9)
6900  Operating profit 904,292 10 763,609 8
Non-operating income and
expenses
7100 Interest income 29,071 - 15,459
7010 Other income 6(20) 35,838 - 127,063 1
7020 Other gains and losses 6(21) 242,137 3 87,020) ( 1)
7050 Finance costs 6(13) ( 6,125) - | 5,881)
7000 Total non-operating income
and expenses 300,921 3 49,621
7900  Profit before income tax 1,205,213 13 813,230 8
7950  Income tax expense 6(24) ( 290,659) ( 3)( 139,377) ( 1)
8200  Profit for the year $ 914,554 10 $ 673,853 7
(Continued)
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TAIWAN FU HSING INDUSTRIAL CO. LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

YEARS ENDED DECEMBER 31, 2022 AND 2021

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

Items

Notes

Year ended December 31

2022

2021

AMOUNT

%

AMOUNT

%

8311

8316

8349

8310

8361

8300

8500

8610
8620

8710
8720

9750
9850

Other comprehensive income
Components of other
comprehensive income that will
not be reclassified to profit or
loss
Other comprehensive income,
before tax, actuarial gains
(losses) on defined benefit plans
Unrealised gain or loss on
financial assets at for value
through other comprehensive
income
Income tax related to
components of other
comprehensive income that will
not be reclassified to profit or
loss
Components of other
comprehensive income that
will not be reclassified to profit
or loss
Components of other
comprehensive income that will
be reclassified to profit or loss
Financial statements translation
differences of foreign operations
Total other comprehensive
income for the year
Total comprehensive income for
the year
Profit, attributable to:
Owners of the parent
Non-controlling interest

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

Earnings per share
Total basic earnings per share
Total diluted earnings per share

6(14)

6(7)(18)

6(24)

6(18)

6(25)

$ 35,512

59,937

( 7,102)

24,733

30,199

4,945)

88,347

49,987

45,914

15,493)

$ 134,261

34,494

$ 1,048,815

11

708,347

$ 909,759
4,795

10

667,479
6,374

$ 914,554

673,853

$ 1,043,812
5,003

701,960
6,387

$ 1,048,815

708,347

4.33

3.54

4.70

3.46

The accompanying notes are an integral part of these consolidated financial statements.
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Year ended December 31, 2021
Balance at January 2021
Net income for 2021
Other comprehensive income (loss) for 2021
Total comprehensive income (loss)
Distribution of 2020 earnings:
Legal reserve
Special reserve
Cash dividends

Cash dividends distributed to non-controlling
interest

Change in ownership interests in subsidiaries
Disposal of investments in equity instruments
designated at fair value through other
comprehensive income

Balance at December 31, 2021
Year ended December 31, 2022
Balance at January 2022
Net income for 2022
Other comprehensive income for 2022
Total comprehensive income
Distribution of 2021 earnings:
Legal reserve
Special reserve
Cash dividends
Change in ownership interests in subsidiaries
Disposal of investments in equity instruments

designated at fair value through other
comprehensive income

Balance at December 31, 2022

TAIWAN FU HSING INDUSTRIAL CO. LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
YEARS ENDED DECEMBER 31, 2022 AND 2021
(Expressed in thousands of New Taiwan dollars)

Equity attributable to owners of the parent

Retained Earnings

Other equity interest

Financial

statements
translation

Capital surplus,

Unappropriated ~ differences of

Unrealised
gains (losses)

from financial
assets measured

at fair value
through other

Share capital - additional paid- retained foreign comprehensive Non-controlling
Notes common stock in capital Legal reserve  Special reserve earnings operations income Total interest Total equity
$1,884,521 $ 567,114 $1,117,684 $ 262,532 $2,217,625 ($ 212,814) § 4,864 $5,841,526 $ 121,907 $5,963,433

- - - - 667,479 - - 667,479 6,374 673,853

6(7)(18) - - - - 19,788  ( 15,506 ) 30,199 34,481 13 34,494

- - - - 687,267  ( 15,506 ) 30,199 701,960 6,387 708,347

- - 81,667 -« 81,667 ) - - - - -

- - - 54,582) 54,582 - - - - -

6(17) - - - - ( 489,976) - - (0 489,976) - ( 489,976)

- - . - - - - - ( 2,650) ( 2,650)

- - . - - - - - ( 66,234) ( 66,234)

6(7)(18)

- - - - 259 -« 259) - - -
$1,884,521 $ 567,114 $1,199,351 $ 207,950 $2,388,090 ($ 228,320) $ 34,804 $6,053,510 $ 59,410 $6,112,920
$1,884,521 $ 567,114 $1,199,351 $ 207,950 $2,388,090 ($ 228,320) $ 34,804 $6,053,510 $ 59,410 $6,112,920

- - - - 909,759 - - 909,759 4,795 914,554

6(7)(18) - - - - 28,410 45,706 59,937 134,053 208 134,261

- - - - 938,169 45,706 59,937 1,043,812 5,003 1,048,815

- - 68,752 -« 68,752) - - - - .

- - - ( 14,434) 14,434 - - R _ _

6(17) - - - - (0 452,285) - - (0 452,2895) - (0 452,285)

- - - - - - - -« 3,650) ( 3,650)

6(7)(18)

- - - - 24 - ( 24) - - -

$1,884,521 $§ 567,114 $1,268,103 $ 193,516 $2,819,680 ($ 182,614) $ 94,717 $6,645,037 $ 60,763 $6,705,800

The accompanying notes are an integral part of these consolidated financial statements.
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TAIWAN FU HSING INDUSTRIAL CO. LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2022 AND 2021
(Expressed in thousands of New Taiwan dollars)
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Year ended December 31
Notes 2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax $ 1,205,213 $ 813,230
Adjustments
Adjustments to reconcile profit (loss)
Expected credit gain 12(2) 1,045) ( 1,014)
Net gain on financial assets or liabilities at fair ~ 6(21)
value through profit or loss 5,265  ( 2,261)
Depreciation expense 6(8)(9)(22) 191,819 189,867
Amortization expense 6(10)(22) 25,597 45,528
Dividend income 25,900 ) ( 13,285)
Interest income 29,071 ) ( 15,459 )
Interest expense 6,125 5,881
Gain on disposal of investments 6(21) 901 ) ( 65,317)
Loss on disposal of property, plant and 6(21)
equipment 7,251 395
Impairment loss on property, plant and 6(8)(21)
equipment - 92,728
Changes in operating assets and liabilities
Changes in operating assets
Financial assets and liabilities at fair value
through profit or loss 98,706 ) 521,561
Notes receivable 9,755 ( 13,892)
Accounts receivable 365,063  ( 11,082 )
Inventories 326,901  ( 366,778 )
Other financial assets - current 1,896 ( 1,905)
Other current assets - others 3,843 ) ( 12,434 )
Changes in operating liabilities
Notes payable 3,208 ) 2,087
Accounts payable 418,694 ) 2,885
Other payables 69,233 ( 86,935)
Other current liabilities - others 13,232) 9,426
Net defined benefit liability, non-current 94,651 ) ( 59,658 )
Cash inflow generated from operations 1,524,867 1,033,568
Dividends received 25,900 13,285
Interest received 27,814 15,740
Interest paid 6,125) ( 5,881)
Income tax paid 198,543 ) ( 255,576 )
Net cash flows from operating activities 1,373,913 801,136
(Continued)



TAIWAN FU HSING INDUSTRIAL CO. LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2022 AND 2021

(Expressed in thousands of New Taiwan dollars)

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of financial assets at amortised cost

Proceeds from disposal of financial assets at
amortised cost

Acquisition of financial assets at fair value through

other comprehensive income

Proceeds from disposal of financial assets at fair
value through other comprehensive income
Proceeds from disposal of subsidiaries
Acquisition of property, plant and equipment
Increase in prepaid equipment

Proceeds from disposal of property, plant and
equipment

Acquisition of intangible assets

Decrease in other financial assets - non current
Increase in other non-current assets -others

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Repayments of long-term debt
Cash dividends paid
Cash dividends distributed to non-controlling

interest

Net cash flows used in financing activities

Effect of exchange rate changes on cash and cash
equivalents

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

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

Year ended December 31
Notes 2022 2021
($ 162,456 ) ($ 200,908 )
187,368 259,091
( 55,789 ) ( 13,093)
84 1,263
- 87,031
6(26) ( 519,685 ) ( 84,409 )
( 31,513 ) «( 81,522 )
13,216 3,220
6(10) ( 275) ( 950 )
2,818 160
( 1,631) ( 6,468 )
( 567,863 ) ( 36,585 )
6(27) ( 21,071 ) ( 21,381)
6(17) ( 452,285 ) ( 489,976 )
( 3,650) ( 2,650 )
( 477,006 ) ( 514,007 )
90,671 36,520
419,715 287,064
6(1) 2,019,319 1,732,255
6(1) $ 2,439,034 $ 2,019,319
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TAIWAN FU HSING INDUSTRIAL CO. LTD. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

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

1. HISTORY AND ORGANIZATION

Taiwan Fu Hsing Industrial Co., Ltd. (the ‘Company’) was incorporated as a company limited by shares
on November 23, 1957. The Company is engaged in the sales and manufacture of door locks and related

accessories and furniture.
The Company has been a listed company since March 15, 1995.

The main activities of the Company and its subsidiaries (collectively referred herein as the ‘Group’) are
provided in Note 4(3).

2. THE DATE OF AUTHORIZATION FOR ISSUANCE OF THE CONSOLIDATED FINANCIAL
STATEMENTS AND PROCEDURES FOR AUTHORIZATION

These consolidated financial statements were authorized for issuance by the Board of Directors on March
8, 2023.

3. APPLICATION OF NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS

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

Standards (“IFRS”) that came into effect as endorsed by the Financial Supervisory Commission
(‘CFSC”)

New standards, interpretations and amendments endorsed by the FSC and became effective from 2022

are as follows:

Effective date by
International Accounting

New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 3, ‘Reference to the conceptual framework’ January 1, 2022
Amendments to 1AS 16, ‘Property, plant and equipment: January 1, 2022
proceeds before intended use’

Amendments to 1AS 37, ‘Onerous contracts— January 1, 2022
cost of fulfilling a contract’

Annual improvements to IFRS Standards 2018-2020 January 1, 2022

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

and financial performance based on the Group’s assessment.
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(2) Effect of new issuances of or amendments to IFRSs as endorsed by the FSC but not yet adopted by
the Group

New standards, interpretations and amendments endorsed by the FSC effective from 2023 are as follows:

Effective date by
International Accounting

New Standards, Interpretations and Amendments Standards Board
Amendments to 1AS 1, ‘Disclosure of accounting policies’ January 1, 2023
Amendments to 1AS 8, ‘Definition of accounting estimates’ January 1, 2023
Amendments to 1AS 12, ‘Deferred tax related to assets and liabilities January 1, 2023

arising from a single transaction’

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

and financial performance based on the Group’s assessment.

(3) IFRSs issued by TASB but not yet endorsed by the FSC

New standards, interpretations and amendments issued by IASB but not yet included in the IFRSs as

endorsed by the FSC are as follows:

Effective date by
International Accounting
New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 10 and 1AS 28, “Sale or contribution of assets To be determined by
between an investor and its associate or joint venture’ International Accounting
Standards Board
Amendments to IFRS 16, ‘Lease liability in a sale and leaseback’ January 1, 2024
IFRS 17, ‘Insurance contracts’ January 1, 2023
Amendments to IFRS 17, 'Insurance contracts' January 1, 2023
Amendment to IFRS 17, 'Initial application of IFRS 17 and IFRS 9 — January 1, 2023
comparative information’
Amendments to IAS 1, ‘Classification of liabilities as current or non- January 1, 2024
current’
Amendments to IAS 1, ‘Non-current liabilities with covenants’ January 1, 2024

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

and financial performance based on the Group’s assessment.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

otherwise stated.

(1) Compliance statement

The consolidated financial statements of the Group have been prepared in accordance with the
Regulations Governing the Preparation of Financial Reports by Securities Issuers and the
International Financial Reporting Standards, International Accounting Standards, IFRIC
Interpretations, and SIC Interpretations that came into effect as endorsed by the FSC (collectively
referred herein as the ‘IFRSs’).

(2) Basis of preparation

A. Except for the following items, the consolidated financial statements have been prepared under

the historical cost convention:

(a) Financial assets and financial liabilities (including derivative instruments) at fair value through

profit or loss.
(b) Financial assets at fair value through other comprehensive income.

(c) Defined benefit liabilities recognised based on the net amount of pension fund assets less

present value of defined benefit obligation.

B. The preparation of financial statements in compliance with IFRSs requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of
applying the Group’s accounting policies. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the consolidated financial

statements are disclosed in Note 5.

(3) Basis of consolidation

A. Basis for preparation of consolidated financial statements:

(a) All subsidiaries are included in the Group’s consolidated financial statements. Subsidiaries are
all entities (including structured entities) controlled by the Group. The Group controls an entity
when the Group is exposed, or has rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through its power over the entity. Consolidation
of subsidiaries begins from the date the Group obtains control of the subsidiaries and ceases

when the Group loses control of the subsidiaries.

(b) Inter-company transactions, balances and unrealised gains or losses on transactions between
companies within the Group are eliminated. Accounting policies of subsidiaries have been

adjusted where necessary to ensure consistency with the policies adopted by the Group.
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(c) Profit or loss and each component of other comprehensive income are attributed to the owners
of the parent and to the non-controlling interests. Total comprehensive income is attributed to
the owners of the parent and to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

(d) Changes in a parent’s ownership interest in a subsidiary that do not result in the parent losing
control of the subsidiary (transactions with non-controlling interests) are accounted for as
equity transactions, i.e. transactions with owners in their capacity as owners. Any difference
between the amount by which the non-controlling interests are adjusted and the fair value of
the consideration paid or received is recognised directly in equity.

(e) When the Group loses control of a subsidiary, the Group remeasures any investment retained
in the former subsidiary at its fair value. That fair value is regarded as the fair value on initial
recognition of a financial asset or the cost on initial recognition of the associate or joint
venture.Any difference between fair value and carrying amount is recognised in profit or loss.
All amounts previously recognised in other comprehensive income in relation to the subsidiary
are reclassified to profit or loss on the same basis as would be required if the related assets or
liabilities were disposed of. That is, when the Group loses control of a subsidiary, all gains or
losses previously recognised in other comprehensive income in relation to the subsidiary
should be reclassified from equity to profit or loss, if such gains or losses would be reclassified

to profit or loss when the related assets or liabilities are disposed of.

B. Subsidiaries included in the consolidated financial statements:

Ownership (%)

Name of investor Name of subsidiary Main business activities ~ December 31, 2022  December 31, 2021  Description
The Company Fortress Industrial Co., Ltd. Sales and manufacture of 100 100
door locks, transom closers
and floor springs

Master United Investment Investment holdings 100 100
Group Ltd.

Formflex Enterprise Co., Ltd.  Investment holdings 100 100
Fu Hsing Americas Inc. Sales of door locks and 100 100

related accessories

Arctek Industrial Co., Ltd. Sales and manufacture of 70 70
transom closers and floor
springs
Hundure Technology Manufacturing and sales of Note 1 Note 1
Co., Ltd. electrical control equipment

and electrical security fire
surveillance system

Techform Industrial Co., Ltd.  Processing of hardware 100 100
products
Sunion Technology Co., Ltd.  Sales and manufacture of 100 100

electronic lock parts
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Ownership (%)

Name of investor Name of subsidiary Main business activities December 31, 2022  December 31,2021  Description
Fortress Industrial Co., Fortress Door Control Product Manufacturing of products 100 100 Note 2
Ltd. (Changshu) Co., Ltd. related to door closers
Arctek Industrial Co., Rui Sheng Industrial Co., Ltd. Sales and manufacture of 70 70
Ltd. transom closers and floor

springs
Master United Ziyong Hardware Products Sales and manufacture of 100 100
Investment Group Ltd. (Taicang) Co., Ltd. door locks and related
accessories
Ziyong Hardware Arctek Security Technologies ~ Sales and manufacture of 100 100
Products (Taicang) (Shanghai) Co., Ltd. transom closers and floor
Co., Ltd. springs
Formflex Enterprise ~ Formflex Metal Industrial Sales and manufacture of 100 100
Co., Ltd. (Changshu) Co., Ltd. high quality hardware parts
Fortune Industrial Ltd. Investment holdings 51 51
Fortune Industrial Ltd. Changshu Fortune Packing Sales and manufacture of 100 100 Note 3
Material Co., Ltd. packing materials and

plastic products

Note 1: On August 4, 2021, the Company sold 54% of shares in the subsidiary, Hundure
Technology Co., Ltd. Therefore, the Company lost control over the subsidiary and
recognised the remaining investment in the former subsidiary (shown as non-current
financial assets at fair value through other comprehensive income) at the fair value. The
Company recognised gain of $63,996, which was recognised in the statement of
comprehensive income within other gains and losses. Details of supplemental cash flow
information are provided in Note 6(26).

Note 2: On June 20, 2022, the shareholders resolved to terminate operation and deregister Fortress
Door Control Product (Changshu) Co., Ltd. The related procedures are still in process.

Note 3: On October 20, 2022, the shareholders resolved to terminate operation and deregister
Changshu Fortune Packing Material Co., Ltd. The related procedures are still in process.

C. Subsidiaries not included in the consolidated financial statements: None.
D. Adjustments for subsidiaries with different balance sheet dates: None.
E. Significant restrictions: None.

F. Subsidiaries that have non-controlling interests that are material to the Group: None.
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(4) Foreign currency translation

Items included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (the “functional
currency’’). The consolidated financial statements are presented in New Taiwan dollars, which is the

Company’s functional and the Group’s presentation currency.
A. Foreign currency transactions and balances

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

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

(¢) Non-monetary assets and liabilities denominated in foreign currencies held at fair value
through profit or loss are re-translated at the exchange rates prevailing at the balance sheet
date; their translation differences are recognised in profit or loss. Non-monetary assets and
liabilities denominated in foreign currencies held at fair value through other comprehensive
income are re-translated at the exchange rates prevailing at the balance sheet date; their
translation differences are recognised in other comprehensive income. However, non-
monetary assets and liabilities denominated in foreign currencies that are not measured at fair
value are translated using the historical exchange rates at the dates of the initial transactions.

(d) All foreign exchange gains and losses are presented in the statement of comprehensive income

within ‘other gains and losses’.
B. Translation of foreign operations

The operating results and financial position of all the group entities, associates and jointly
controlled entities that have a functional currency different from the presentation currency are

translated into the presentation currency as follows:

(a) Assets and liabilities for each balance sheet presented are translated at the closing exchange
rate at the date of that balance sheet;

(b) Income and expenses for each statement of comprehensive income are translated at average

exchange rates of that period; and

(c) All resulting exchange differences are recognised in other comprehensive income.
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(5) Classification of current and non-current items

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

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

(b) Assets held mainly for trading purposes;
(c) Assets that are expected to be realised within twelve months from the balance sheet date;

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

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

(a) Liabilities that are expected to be settled within the normal operating cycle;
(b) Liabilities arising mainly from trading activities;
(c) Liabilities that are to be settled within twelve months from the balance sheet date;

(d) Liabilities for which the repayment date cannot be extended unconditionally to more than
twelve months after the balance sheet date. Terms of a liability that could, at the option of the
counterparty, result in its settlement by the issue of equity instruments do not affect its

classification.

(6) Cash equivalents

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

operations are classified as cash equivalents.

(7) Financial assets at fair value through profit or loss

A. Financial assets at fair value through profit or loss are financial assets that are not measured at

amortised cost or fair value through other comprehensive income.

B. On a regular way purchase or sale basis, financial assets at fair value through profit or loss are

recognised and derecognised using trade date accounting.

C. At initial recognition, the Group measures the financial assets at fair value and recognises the
transaction costs in profit or loss. The Group subsequently measures the financial assets at fair

value, and recognises the gain or loss in profit or loss.
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D. The Group recognises the dividend income when the right to receive payment is established, future
economic benefits associated with the dividend will flow to the Group and the amount of the

dividend can be measured reliably.

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

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

which meet all of the following criteria:

(a) The objective of the Group’s business model is achieved both by collecting contractual cash

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

B. On a regular way purchase or sale basis, financial assets at fair value through other comprehensive

income are recognised and derecognised using trade date accounting.

C. At initial recognition, the Group measures the financial assets at fair value plus transaction costs.

The Group subsequently measures the financial assets at fair value:

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

flow to the Group and the amount of the dividend can be measured reliably.

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

from equity to profit or loss.

(9) Financial assets at amortised cost

A. Financial assets at amortised cost are those that meet all of the following criteria:
(a) The objective of the Group’s business model is achieved by collecting contractual cash flows.
(b) The assets’ contractual cash flows represent solely payments of principal and interest.

B. On a regular way purchase or sale basis, financial assets at amortised cost are recognised and

derecognised using trade date accounting.

C. At initial recognition, the Group measures the financial assets at fair value plus transaction costs.
Interest income from these financial assets is included in finance income using the effective interest

method. A gain or loss is recognised in profit or loss when the asset is derecognised or impaired.
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D. The Group’s time deposits which do not fall under cash equivalents are those with a short maturity

period and are measured at initial investment amount as the effect of discounting is immaterial.

(10) Accounts receivable and notes receivable

A. Accounts and notes receivable entitle the Group a legal right to receive consideration in exchange
for transferred goods or rendered services.

B. The short-term accounts and notes receivable without bearing interest are subsequently measured

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

(11) Impairment of financial assets

For debt instruments measured at fair value through other comprehensive income and financial
assets at amortised cost, at each reporting date, the Group recognises the impairment provision for
12 months expected credit losses if there has not been a significant increase in credit risk since initial
recognition or recognises the impairment provision for the lifetime expected credit losses (ECLs) if
such credit risk has increased since initial recognition after taking into consideration all reasonable
and verifiable information that includes forecasts. On the other hand, for accounts receivable or
contract assets that do not contain a significant financing component, the Group recognises the

impairment provision for lifetime ECLs.

(12) Derecognition of financial assets

The Group derecognises a financial asset when one of the following conditions is met:
A. The contractual rights to receive the cash flows from the financial asset expire.

B. The contractual rights to receive cash flows of the financial asset have been transferred and the

Group has transferred substantially all risks and rewards of ownership of the financial asset.

C. The contractual rights to receive cash flows of the financial asset have been transferred; however,

the Group has not retained control of the financial asset.
(13) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted-average method. The cost of finished goods and work in process comprises raw materials,
direct labour, other direct costs and related production overheads (allocated based on normal
operating capacity). It excludes borrowing costs. The item by item approach is used in applying the
lower of cost and net realisable value. Net realisable value is the estimated selling price in the
ordinary course of business, less the estimated costs of completion and the estimated expenses
necessary to make the sale.
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(14) Investments accounted for under the equity method / associates

A. Associates are all entities over which the Group has significant influence but not control. In
general, it is presumed that the investor has significant influence, if an investor holds, directly
or indirectly 20 percent or more of the voting power of the investee. Investments in associates

are accounted for using the equity method and are initially recognised at cost.

B. The Group’s share of its associates’ post-acquisition profits or losses is recognised in profit or
loss, and its share of post-acquisition movements in other comprehensive income is recognised
in other comprehensive income. When the Group’s share of losses in an associate equals or
exceeds its interest in the associate, including any other unsecured receivables, the Group does
not recognise further losses, unless it has incurred legal or constructive obligation or made
payments on behalf of the associate.

C. Unrealised gains on transactions between the Group and its associates are eliminated to the extent
of the Group’s interest in the associates. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred. Accounting policies of
associates have been adjusted where necessary to ensure consistency with the policies adopted
by the Group.

(15) Property, plant and equipment

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

construction period are capitalised.

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

during the financial period in which they are incurred.

C. Land is not depreciated. Other property, plant and equipment apply cost model and are depreciated
using the straight-line method to allocate their cost over their estimated useful lives. Each part of
an item of property, plant, and equipment with a cost that is significant in relation to the total cost

of the item must be depreciated separately.

D. The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted if
appropriate, at each balance sheet date. If expectations for the assets’ residual values and useful
lives differ from previous estimates or the patterns of consumption of the assets’ future economic
benefits embodied in the assets have changed significantly, any change is accounted for as a change
in estimate under IAS 8, ‘Accounting Policies, Changes in Accounting Estimates and Errors’, from

the date of the change. The estimated useful lives of property, plant and equipment are as follows:
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Buildings and structures 25 ~ 55 years

Machinery and equipment 4 ~ 15 years
Molds 2 ~ 8years
Other equipment 2 ~ 11years

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

A. Leases are recognised as a right-of-use asset and a corresponding lease liability at the date at which
the leased asset is available for use by the Group. For short-term leases or leases of low value assets,

lease payments are recognised as an expense on a straight-line basis over the lease term.

B. Lease liabilities include the net present value of the remaining lease payments at the commencement
date, discounted using the incremental borrowing interest rate. Lease payments are comprised of

fixed payments, less any lease incentives receivable.

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

from contract modifications.

C. At the commencement date, the right-of-use asset is stated at cost comprising the following:
(a) The amount of the initial measurement of lease liability; and
(b) Any lease payments made at or before the commencement date.

The right-of-use asset is measured subsequently using the cost model and is depreciated from the
commencement date to the earlier of the end of the asset’s useful life or the end of the lease term.
When the lease liability is remeasured, the amount of remeasurement is recognised as an adjustment

to the right-of-use asset.

(17) Intangible assets

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

B. Computer software is stated at cost and amortised on a straight-line basis over its estimated useful

life of 3 to 5 years.

C. Patent are initially recorded at cost and are amortised on a straight-line basis over its estimated

useful life.
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(18) Impairment of non-financial assets

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

the impairment had not been recognised.

B. The recoverable amounts of goodwill that have not yet been available for use shall be evaluated
periodically. An impairment loss is recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. Impairment loss of goodwill previously recognised in

profit or loss shall not be reversed in the following years.

C. For the purpose of impairment testing, goodwill acquired in a business combination is allocated to
each of the cash-generating units, or groups of cash-generating units, that is/are expected to benefit
from the synergies of the business combination. Each unit or group of units to which the goodwill
is allocated represents the lowest level within the entity at which the goodwill is monitored for

internal management purposes. Goodwill is monitored at the operating segment level.

(19) Borrowings

Borrowings comprise short-term bank borrowings. Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings are subsequently stated at amortised cost; any
difference between the proceeds (net of transaction costs) and the redemption value is recognised in

profit or loss over the period of the borrowings using the effective interest method.

(20) Notes and accounts payable

A. Accounts payable are liabilities for purchases of raw materials, goods or services and notes

payable are those resulting from operating and non-operating activities.

B. The short-term notes and accounts payable without bearing interest are subsequently measured

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

(21) Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability specified in the contract
is discharged, cancelled or expires.

(22) Offsetting financial instruments

Financial assets and liabilities are offset and reported in the net amount in the balance sheet when
there is a legally enforceable right to offset the recognised amounts and there is an intention to settle

on a net basis or realise the asset and settle the liability simultaneously.
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(23) Non-hedge derivatives

Non-hedging derivatives are initially recognised at fair value on the date a derivative contract is
entered into and recorded as financial assets or financial liabilities at fair value through profit or
loss. They are subsequently remeasured at fair value and the gains or los