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One. Letter to Shareholders

Dear shareholders, ladies and gentlemen,

The world is eager to start a new chapter of post-epidemic healing and recovery
efforts in 2023. But because of the U.S. Federal Reserve’s decision to boost interest rates
in order to combat inflation, the world market has become unstable, China and the United
States have started an Al chip war, and geopolitical tensions have continued ever since.
Instead, there is weak demand in the terminal market due to factors like the Chinese real
estate crisis’s effects on domestic consumption and its banking system. Economic growth
has slowed down in conjunction with the effects of inventory adjustments in original
industries.

The surge in sales of electric vehicles and the ongoing building of charging stations
in several nations will help Zerova, the company that provides energy for electric vehicles,
in 2023. As of right now, it has supplied to over 40 nations worldwide. Its operations have
entered a phase of rapid expansion, contributing 37% of the group’s sales growth and
yielding significant revenue growth. The degradation of the industrial and economic
environment indicated before has resulted in a major reduction in the revenue of the power
supply sector. However, the gross profit has also improved as a result of operating cost
control, a significant reduction in material costs, and product mix optimization. The
impact was minimized by double-digit growth improvement in interest rates. All things
considered, the group’s gross profit margin will rise dramatically by around 70% from
15.3% to 26.1% in 2023, enabling profits to more than triple and establish a record for the
biggest profit in 10 years, even though the group’s sales in 2023 would be about 12%
lower than in 2022.

2024 will still be a year full of challenges, and the management team will face all
the challenges proactively. Regarding growth and prospects, Zerova is anticipated to have
a continuous increase in revenue of over 50%. The company will persist in implementing
proactive business tactics to secure its technological leadership position and increase its
market share. The power supply industry will stick to the transformation plan in order to
create GaN core technology and value, deepen the cultivation of niche markets and
customers, expand the construction and sales of high-margin standard products, and finish
the consolidation of the Dongguan production site and control operating costs. We value
the sustainable development of the Group and will continue to growth the overall to
operational efficiency to Shin Kong Commercial the interests of our shareholders.

I. Financial Performance
(1) Implementation of Business Plan and Budget Execution

The Company’s net operating income in 2023 was NT$12,332,397, a decrease of
approximately 12.02% compared with the net operating income in 2022 of
NT$14,017,575;the net profit after tax in 2023 was NT$262,514, compared with the net
profit after tax in 2022 of NT$71,306, an increase of approximately 268.15% from the net
income. 2023 The overall profit has achieved the set internal goal.

(2) Analysis of Financial Income and Expenditure and Profitability

1. Financial Income and Expenditure Analysis Unit: NT$1,000, %
Year
T 2022 2023 Char}’ges
%%
Non-operating income and 174,483 109,663 (37.15)
expenses




The Company’s increase in non-operating income and expenses in 2022 as compared
to DECREASE was mainly due to the increase in exchange Losses as a result of Exchange
Rate fluctuations and the increase in sample revenue in 2022.

2.Profitability Analysis

Year 2022 2023
Item

Return on assets (%) 0.95 2.43

Return on equity (%) 1.18 3.36
>
= Asa Operating 0.36 8.23
R percentage of |net profit
= paid-in Net Profit 5.01 10.77
= . et Profi ) .
E capital (%) before tax

Net profit margin (%) 0.51 2.13

Earnings per share(dollar) 0.19 0.68

I1. Research and Development Status
(1) Zerova Technologies Taiwan Limited Zerova Charging equipment Products

Zerova continues to innovate and expand its product applications in key verticals,
and focuses on the research and development of high power and high margin
charging equipment above 360kw. Its main products include the following:

Single DC fast charging piles: A 480kW single DC fast charging station with
four DC charging piles that can be freely combined with various screen
configurations (7", 21.5", and 32") based on the demands of the client in order
to improve the user experience for EV owners in various situations. DQ480 is
suitable for urban parking places with limited land and quick charging
requirements, such as gas stations, shopping malls, commercial centers, and
commercial fleets, to maximize the rotation and use efficiency of operators’
charging stations for vehicles.

V2X Two-Way Energy Storage System: V2X is a component of the smart grid’s
energy infrastructure that has the ability to store energy in reverse from electric
vehicles for usage in utility grids, homes, or commercial buildings during
periods of high demand, emergencies, or natural disasters. V2X allows electric
vehicles to be not only a means of transportation, but also a mobile energy
storage device, which can be used as a backup power source for households and
a virtual power plant in the city, optimizing the efficiency of energy use through
flexible power scheduling, and facilitating the smart transformation of the power
grid.

"Electric bus charging station: A pantograph charging pile for charging electric
buses, compatible with all standard charging technologies. Fully modular, no
manual plugging or unplugging required.

Large-scale charging system: A 3.84 MW system for commercial fleets, which
can connect to 24 charging devices at the same time. Integrated in an electrical
cabinet, the energy storage system can be upgraded.

(2) Power Supply Products

Creating GaN’s core technology and value in order to provide high-efficiency,
lightweight, and miniaturized products, ensuring technology leadership and market
differentiation, and bringing tangible benefits to customers in terms of ESG energy
saving and carbon reduction.

"Making good use of simulation-assisted physical design integration experience and
software/hardware integrated engineering design capabilities to ensure design feasibility,
thereby shortening the product development cycle and winning the professional trust of
customers.



* To make our products more competitive, we must constantly enhance the material cost
structure of our current offerings and streamline manufacturing procedures to cut
production expenses.

* USB PD 3.1 product and technology development: Comply with the maximum output
power and maximum output voltage requirements under the new regulations, enabling
applications of USD PD from consumer products to gaming laptops, electric tools,
electric bicycles, network communications, etc.

* 300-1500W power supply product and technology development: Proactively enter high-
end niche markets such as 5G communication, power battery charging, robotics and
industrial control applications.

II1. Business Policies and Objectives

(1) Company Development:
« Focusing on maximizing the efficiency of the Company and accelerating its
transformation
« Strengthening emphasis on strategy capital allocation
+ Enhancing corporate governance practices and ESG sustainable development
« Prioritizing shareholder return and value
(2)Zerova :
« Focusing on expanding its scale and increasing the global sales network
* Recruit and build international management team to accelerate growth
« Continuing research and development and innovation to ensure long-term
competitiveness
- Strategically selecting the right markets to achieve healthy sustainable growth
« Pursuing high quality revenue
« Concentrating on quality, customer service and delivery capability
« Continuing establish a strong business model with diversified revenues
(3) Power Supply Products
« Focusing on cost structure improvements
« Reorganizing production layouts to reduce costs and improve competitiveness
« Deeply exploring strategic niche markets, customers, and product development
» Emphasizing high margin standard products and diversified business model
« Emphasizing high-quality profits and not blindly pursuing revenue growth
« Building GaN Core Technology and Value

IV. Sales Policies

We continue to work closely with our customers and supply chain to accelerate
our global layout and capacity deployment, and actively adopt mutually beneficial
solutions in the face of raw material shortages and price uncertainties.

The current production and marketing strategy is as follows:
« ‘Deeply cultivating international brand customers and establishing a multi-point
production and marketing and after-sales service system;

+ Establishing a lean supply chain and increasing production capacity, and
dynamically adjusting production capacity to meet customer demand.

+ Continuously improving the local supply chain in Vietnam to make it mature.

IV. Effect of External Competition, Legal Environment, and Overall Business

Environment



In terms of the legal environment, with the rise of environmental sustainability
awareness, customers of well-known international brands are setting high standards
of supplier management code of conduct and requiring supply chain compliance. Our
company upholds the spirit of sustainable development and incorporates this spirit
into the research, development and mass production process to achieve the
production goal of net-zero emissions. The Company continues to track changes in
the legal environment and actively proposes contingency measures to reduce
operational risks.

The global situation is undergoing rapid changes, including the COVID-19
pandemic, inflation, geopolitical conflicts and rivalries, monetary policy tightening,
and the Federal Reserve's policy of raising/lowering interest rates, further deepening
the degree risk of uncertainty. The Company will pay close attention to the general
economic changes and formulate the best business strategy to cope with the changes
in the international situation.

Looking ahead to 2024, we will uphold our business philosophy of “superior
design, excellent quality, and accurate delivery” and use our strong core
competitiveness to gain customers’ trust and provide high-quality services to move
towards our goal of sustainable growth and profitability, creating higher value for our
customers and shareholders. In view of the above products and business strategies,
the product portfolio will be fine-tuned in 2024, with an estimated sales target of 41
million units.

Finally, I would like to express my sincere gratitude to all the staff and
shareholders for your long-standing support and encouragement for the Company.
Thank you very much.

Wish all our shareholders good health and all the best.

Chairman: Lin, Chung-Min President: Lin, Yang-Hong Head of accounting: Chen, Kuei-Chih



Two. Company Introduction

I. Date of Incorporation: December 12, 1972.
II. Company History:

1972

1973

1977
1980
1981

1983
1985
1986
1987
1989

1990

1991

1994

1995

1996

1997

1998

1999

Incorporated on December 12, 1972 with a registered capital of NT$200,000. Located in
Taipei City, the Company is a limited Company. Initially, it mainly introduced high-tech
instruments and equipment.

Factories were set up to produce power transformers, autotransformers, linear power supplies,
and other products.

Increased capital to NT$3,000,000.

Sold 800,000 CB power supplies to all over the world, hitting a record high.

Changed to a Company Limited with the capital increasing to NT$20,000,000. The Company
and the factory were relocated to Zhongzheng North Road, Sanchong City; the factory was
expanded to 1,400 pings in area, producing switching-mode power supplies.

Increased capital to NT$30,000,000.

Increased capital to NT$40,000,000.

Entered the era of computer management.

Increased capital to NT$60,000,000 and established a marketing site in California.
Increased cash capital by NT$68,000,000; conducted capitalization from earnings for
NT$12,000,000; thus, capital increased to NT$140,000,000.

Increased cash capital by NT$48,000,000; conducted capitalization from earnings for
NT$16,800,000; reserve surplus to increase capital

NT$4,200,000 capital increased to NT$209,000,000.

In October of the same year, it was approved by the Financial Supervisory Commission of the
Ministry of Finance and became a publicly issued company.

Conducted capitalization from earnings for NT$20,900,000; increased capital to
NT$229,900,000.

Passed ISO-9001 certification, and the product quality was highly recognized by the market.
Increased the number of directors from 3 to 7 to strengthen the management team.
Obtained Japanese T-MARK certification and ranked 881th in CommonWealth Magazine’s
Top 1000 Manufacturing Enterprises.

Japanese Nimiklanda Co., Ltd. joined the management team and established Phihong
International Corp. and Phihong (Dongguan) Electronics Co., Ltd. to engage in the processing
of power supplies.

(Dongguan) Electronics Co., Ltd. was established to engage in the processing of power
supplies.

Set up an office in Japan for marketing.

Increased cash capital by NT$100,000,000; conducted capitalization from earnings for
NT$42,731,410; thus, increased capital to NT$372,631,410. Established a U.S. subsidiary
responsible for marketing, R&D, and services.

The Dongguan factory passed ISO-9002 and Japanese T-MARK certifications.

The Sanzhong factory passed ISO-14001 certification.

Won the 7th National Award of Outstanding SMEs from the Ministry of Economic Affairs.
Ranked 7th in China Credit Information Service, Ltd.’s (CRIF’s) top 500 companies
Ranked 11th in CRIF’s top 500 companies in terms of the comprehensive business
performance indicators.

Conducted capitalization from earnings for NT$277,368,590;

increased capital to NT$650,000,000. The Dongguan factory passed

ISO-14001 certification.

Purchased IBM RS 6000 and updated the information system.

Purchased 4,540 pings of land in the Hwa Ya Technology Park for the future factory
expansion.

Conducted capitalization from earnings and employee bonuses for NT$420,000,000;
increased capital to NT$1,070,000,000. Approved by the Securities and Futures
Management Commission, Ministry of Finance.



2000

2001

2002

2003

2004

2005

2006

2007

2008

Established Phitek International Co., Ltd. and Dongguan Phitek Electronics Co., Ltd. (PHP).

Established Phihong Japan Co., Ltd.

Officially listed on February 15.

Conducted capitalization from earnings and employee bonuses for NT$464,000,000;
increased capital to NT$1,534,600,000. Established Phihong Electronics (Shanghai)

Co., Ltd.

Established Phihong Pwm Brasil Ltda. through a joint venture with Pwm Brasil Ltda.in Brazil.
Established Phitek (Tianjin) Electronics Co., Ltd. (PHP)

Officially listed on September 17.

Conducted capitalization from earnings and employee bonuses for NT$425,900,000;
increased capital to NT$1,960,500,000. Established Guang-Lai Investment Co., Ltd.
(Guang-Lai)

Established Heng-Shen Investment Co., Ltd.

Invested in the establishment of Zhuohong Electronic Technology (Shenzhen) Co., Ltd.
Purchased an office building in the Hwa Ya Technology Park, with a land area of 1,499 pings
and a factory building of 2,702 pings, as the operating center of the Phihong headquarters.
Issued an euro-convertible bond of US$50 million and increased capital to NT$2,571,194,740.
Commenced construction of the operating center of the headquarters in Linkou.

Established Phihong Electronics (Suzhou) Co., Ltd. (PHZ).

Issued an euro-convertible bond of US$30 million and increased paid-in capital to
NT$2,923,815,630.

Relocated to the operating center of the headquarters in Linkou in May 2003.

Renamed Phihong Technology Co. Ltd. in June.2003.

Conducted capitalization from earnings and employee bonuses for NT$171,823,340; increased
paid-in capital to NT$3,103,389,870.

PHTJ and PHZ passed the environmental management system certification, while PHC and
PHP obtained the renewed ISO14001 certification; integrated the original ISO14000
independent certificates of each factory into a new ISO14001:1996 five-in-one certificate in
April 2004.

Conducted capitalization from earnings and employee bonuses for NT$85,432,190; increased
paid-in capital to NT$3,196,144,820.

Obtained renewed TLI9000-HW R3.0/R3.5 and ISO9001: 2000 certificates (five-in-one
certificate) in April 2005.

Passed Lloyd’s first periodic review and obtained renewed certificate (six-in-one certificate) in
October 2005.

Approved the merger of Guang-Lai and Heng-Shen Investment Co., Ltd. in November 2005,
with Guang-Lai as the surviving Company.

Cancelled 5,565,000 treasury shares and registered for capital reduction in February 2006.
Established Jin-Sheng-Hong (Jiangxi) Electronics Co., Ltd. (PHE).

The group’s factories (PHT/PHC/PHP/PHTIJ/PHZ) converted their environmental
management system to a new version in June 2006.

Passed 1SO14001:2004 review.

Conducted capitalization from earnings and employee bonuses for NT$258,343,470; increased
paid-in capital to NT$3,398,838,290.

Cancelled 10,000,000 treasury shares and registered for paid-in capital reduction to
3,298,838,290 in December 2006.

Transferred 10,000,000 treasury shares to employees in January.2007

Conducted capitalization from earnings and employee bonuses for NT$189,447,580; increased
paid-in capital to NT$3,488,285,870.

Passed the review for the version conversion and renewal and obtained the new TL9000-HW
R4.0/R4.0 five-in-one certificate in October 2007.

Established Yanghong Trade (Shanghai) Co., Ltd. in December 2007.

Issued employee share subscription warrants for 2007 in December 2007.

Conducted capitalization from earnings and employee bonuses for NT$352,223,230; increased
paid-in capital to NT$3,840,509,100.

The quality management system of each factory of the group passed the renewal successfully
and obtained the new certificate of ISO9001:2000 in April 2008. Indirectly invested in its
subsidiary N-Lighten (Shanghai) Trading Inc. through its subsidiaries Phihong International



2009

2010

2011

2012

2013

2014

2015

2016

Corp. and Guang-Lai.

Cancelled 16,463,000 treasury shares and registered for paid-in capital reduction to
3,675,879,100 in June 2009.

Phihong (Dongguan) Electronics Co., Ltd. obtained the certificate of occupational safety and
health management system OHSAS18001: 2007 in March.2009

Established Xin-Hui-Hong Electronics Co., Ltd. in Suzhou in May 2009.

The quality management system of each factory of the group passed the renewal successfully
and obtained the new certificate of ISO9001:2008 in November 2009.

Established Phihong Technology Japan Co., Ltd. (PHJ) in April 2010.

Employees exercised stock warrants for 4,167,000 shares with the paid-in capital increasing to
NT$3,717,549,100 in May 2010.

Employees exercised stock warrants for 622,000 shares with the paid-in capital increasing to
NT$3,723,769,100 in July 2010.

Reduced the cash capital by 100,000,000 shares, with the paid-in capital decreasing to
NT$2,723,769,100 in August 2010.

The quality management system of each factory of the group passed the conversion and
renewal review and obtained the new certificate of [ISO9001:2008 in November 2010.
Employees exercised stock warrants for 172,000 shares with the paid-in capital increasing to
NT$2,725,489,100 in January 2011.

The Group passed the renewal of the ISO9001:2008 certificate and passed the quality
management system certification for DLP HDTV products in April 2011.

Employees exercised stock warrants for 2,258,000 shares with the paid-in capital increasing to
NT$2,748,709,100 in May 2011.

Employees exercised stock warrants for 64,000 shares with the paid-in capital increasing to
NTS$2,725,489,100 in July 2011.

Employees exercised stock warrants for 62,000 shares with the paid-in capital increasing to
NT$2,749,329,100 in September 2011.

PHC and PHC]J obtained the ISO14064-1: 2006 greenhouse gas verification statement
certificate in October 2011.

PHC passed the renewal of the OHSAS18001certificate and PHCJ obtained the new certificate
of OHSAS18001.

Employees exercised stock warrants for 1,926,000 shares with the paid-in capital increasing to
NT$2,768,589,100 in April 2012.

Employees exercised stock warrants for 185,000 shares with the paid-in capital increasing to
NT$2,770,439,100 in July 2012.

The Group passed the renewal of the ISO14001 certificate and obtained a new certificate in
December 2012.

Filed a change application to Lloyd’s to include the Company’s lighting products in the scope
of ISO9001 certified products in April 2013.

Employees exercised stock warrants for 65,000 shares with the paid-in capital increasing to
NT$2,771,089,100 in January 2013.

Employees exercised stock warrants for 55,000 shares with the paid-in capital increasing to
NTS$2,771,639,100 in April 2013.

Moved PHIJ to Koto District, Tokyo, Japan, in June 2013.

Moved PHP to Tiesong Village, Qingxi Town, Dongguan City in October 2013.

PHP passed the OHSAS18001 occupational safety and health management system in
December 2013.

The Group passed the renewal of the ISO9001 certificate in March 2014.

PHE passed ISO9001 certification in March 2014.

Executed the first domestic convertible corporate bonds to convert 524,506 ordinary shares
with the paid-in capital increasing to NT$2,776,884,160 in December 2014.

Dongguan Shuang-Ying Electronics Co., Ltd. (PHSY) passed ISO9001 certification in
December 2014.

The Group passed the renewal of the ISO14001 and OHSAS18001 certificates in February
2015.

Jin-Sheng-Hong (Jiangxi) Electronics Co., Ltd., Factory (PHSY), passed ISO9001
certification in April 2015.

Issued the first domestic secured ordinary corporate bond in April 2016.

The Taiwan head office and subsidiary Phihong Dongguan (Electronics) Co., Ltd. passed the



ISO13485 medical equipment quality management system certification in July 2016.
Dongguan Phitek Electronics Co., Ltd. passed ISO9001 manufacturing certification for the
new product of electric vehicle chargers in December 2016.

2017 Conducted cash capital increase of NT$600,000,000 with paid-in capital increasing to

NT$3,376,884,160 in 2017.

Obtained the new version of ISO9001: 2015 certificate in March 2017.

Won the Corporate Sustainability Report Award—Silver Award at the Taiwan Corporate
Sustainability Awards (TCSA) in November 2017.

2018 Passed the renewal of the ISO14001 environmental management system and the
OHSAS18001 occupational safety and health management system in February 2018.
Dongguan Phitek Electronics Co., Ltd. passed the IATF16949: 2016 automotive industry
quality management system compliance statement in March 2018.

Won the Bronze Award of the Taipei AMPA Innovation Awards from the Taiwan External
Trade Development Council in March 2018.

The Group passed the conversion and renewal of ISO14001:2015 environmental management
system in September 2018.

Won the 2017 Gold Award of the 11th TCSA in November 2018.

2019 Passed the conversion and verification of the new version of ISO13485:2016 medical
equipment quality management system in January 2019.

Established the subsidiary Phihong Vietnam Company Limited (PHV) in Vietnam in February
2019.

Awarded the 1111 Human Resources Bank’s Happy Enterprise Golden Award in May 2019.
PHYV passed the ISO9001 certification and obtained the certificate in July 2019.

Won the Silver Award of the 12th TCSA in November 2019.

Won the Annual Innovative Design Award at the 2019 Golden Torch Awards for the wall-
mounted AC chargers in December 2019.

2020 The factories of the Group passed the review of the renewal of the three-year ISO9001:2015
certificate and obtained a new certificate in July 2020.

Won the Gold Award of the 13th “Taiwan Corporate Sustainability Awards” (TCSA) in
November, 2020

2021 Issued the 1st guaranteed ordinary corporate bonds for 2021 on March 25, 2021.

The factories of the Group passed the review of the renewal of the three-year ISO9001:2015
certificate and obtained a new certificate in July, 2021.

Awarded the 1111 Human Resources Bank’s Happy Enterprise Golden Award in November
2021.

Performed the private offering of ordinary shares, with a total of 37,520,000 shares; the total
amount raised was NT$1,510,555,200 in December 2021

2022 PHN passed ISO9001:2015 certification and obtained the certificate in January 2022.

Established “Phehicle Co., Ltd,” in March 2022.

PHPIJ passed the review of the renewal of IATF16949:2016 in June 2022.

At the shareholders' meeting held in June, the Company's shareholders approved the transfer
of the electric vehicle energy business group to the Company's 100% owned company,
Phihong Technology Co., Ltd.

The Tainan City Government approved the name change of Phehicle Co., Ltd. to Zerova
Technologies Taiwan Limited (ZTM), which is in charge of the design and manufacturing of
electric vehicle chargers in June, 2022

Changed the name of PHN to Zerova Technologies Taiwan Limited Ltd in September, 2022.

2023 Zerova Technologies Taiwan Limited Ltd passed ISO9001:2015 certification and obtained
the certificate in January 2023.

The Group passed the renewal of the ISO9001 2015 certificate and obtained a new certificate
in April 2023.

Zerova Technologies Taiwan Limited Ltd (Dongguan) passed IATF16949:2016 certification
and obtained the certificate in June 2023.

IECQ passed QCO080000 renewal and new certificate in September 2023.

Conducted cash capital increase of NT$560,000,000 with paid-in capital increasing to
NT$4,312,084,160 in November 2023
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I. Company Organization
(1) Organizational Chart

Three. Corporate Governance Report
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(2) Responsibilities of Major Departments:

Manager’s Office

Department Responsi
Names bilities
Chairman's B Implement important resolutions of the Board of Directors and lead

Office managers to make important decisions of the Company.
M Develop various business plans and development strategies based
on market and competition conditions.
M Plan and promote the group’s short-, medium-, and long-term
goals/plans.

General B Supervise and coordinate the achievement and tracking of the

:énnual goals and work plans of each business group (division) of the
roup.

B Responsible for the Company’s cost management.

B Promotion of ESG sustainable operations and corporate social
responsibility business.

B Cultivate, develop, and manage the group’s human resources.

M Integrate the gro%p’s information operations and various computers
to improve work efficiency.

B Group information risk assessment, policy formulation, defense
mechanism establishment and information security training planning.

Audit Office

Bl Audit the implementation of the Company’s various rules and
regulations.

B Provide management and implementation units with improvement
opinions and relevant matters.

Digital
Information
Application Div.

M Responsible for the maintenance, technical development and
management of all systems of the Group.

B Ensure the security and protection ofR[he Company’s system,
network, and data information.

B Evaluate the risk of the Company’s information system and
formulate risk management strategies and plans.

B Responsible for the management and response of big data in each
unit.

Central Quality
Assurance Div.

B Test and conduct assurance of new products.

B Establish reliability testing and verification standards.
Promote, maintain, supervise, and implement the ISO9001,
1SO13485, and IATF16949 quality management systems.

B Manage hazardous substance free- (HSF-)related substances and
analyze and handle relevant anomalies.

B Assist with the establishment (revision) and integration of the
quality/environmental management systems of the various
departments of the Group.

M Prevent, guarantee, and execute the quality of the products
produced by the Company.

Global
Procurement Div.

B Manage suppliers.

B Purchase materials and components that meet quality regulations.

B Manage shipment and storage of materials and finished goods.

B Formulate and implement annual material price reduction strategies.
l Conduct comparative analyses of market prices.

M Participate in new product development and provide resources and
negotiate prices.

Finance Div.

B Supervise the implementation effectiveness of each functional
organization of the Group and evaluate business performance.

B Obtain, use, and allocate short-, medium-, and long-term funds of
the Group.

B Manage and control accounting matters and funds.

Terminal & Enterprise
BU Intelligent Power
Solution BU.

Bl Design and develop various power products.

Bl Technology introduction and support for power products.

Bl Develop and improve existing products.

M Plan and design new technology products.

B Assist in solving engineering technical problems in the mass
production stage.

B Collect and analyze product and market information.

Bl Develop new markets, new products, and new customers.

M Calculate, control, and assist in design/sample/molds/safety
standards/manpower/equipment/materials/transportation/business

travel/environmental protection/testing and other related costs.
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Department Responsi
Names bilities
M Solve manufacturing engineering technical and safety issues to
Power R&D enhance the mass production capability of the products.
Center B Responsible for software analysis, design, and programming.
B Responsible for mold design, mold opening, mold testing, and
review and modification of mold heat transfer analysis/temperature
measurement/solving problems of heat dissipation and familiar with
the application of various heat sinks and heat dissipation products.
) B Formulate product testing procedures and operating instructions.
Technical B Responsible for safety certification of various products.
Support Div. Bl Dcvelop, modify, archive, and keep technical documents.
B Follow the plan to achieve the operating goals as instructed by the
Company.
B Produce products that meet customers’ requirements on time in
Manufacturing accordance with production specifications and standard operating
Center procedures.

HEMaintain and plan for production machines and factory facilities.
Bl Implement the quality policy and work to achieve quality goals,
and coordinate relevant departments to solve quality problems.

B Design processes and make improvements.

B Manage subcontractors.

B Manage after-sales service.

13




I1. Information on Directors, General Manager, Vice Presidents, Assistant Vice Presidents, and Heads of All Departments and
Branches

1) Director

April 14,2024 2024 ; Unit: share %

; Executive, Director or
N;mon Shareholding at the Current Shareholding Shareholding Supervisor Who is
ality Date of Time of Current Shareholding Held by Spouse & Held in the Name Spouse or within the
or R o
|Appointmen i Minor Children of Others Positi tly Held at Oth Second Degree of
Title Place [Name (Gender PP IDate of First Appointment . . ost l()llS. ConsuzzentHE gD thery . g
& Age It Term . [Education and Work Experience ()  [Companies Kinship
of Appointmen Note
Regist ¢ [Shareho . [Shareho
gis [Number of b INumber of Shareholdi [Number of i INumber | Sharehol Relati
ration Shares ng [Shares ° [Shares ng lof Shares | ding (¢ Titl N !
o) ng (%) o) ding (%) e ame onship
Chairman of Phihong Technology :
Mal Co. , Ltd. Sales Engineer of I Yu Direct :,f:;_’ :‘séhcr
[Chairmd Lin, Chung- ale J 15 Electric Co. Ltd. Electronic Equipment .
B R.O.C. SMNET o | 11269 |3 years e 51.703,063] 1378 54,541,837 12.65 4240081 | 098 0 0  |Maintenance Department, National | ot I: or Hong son INote 2
n Min 1981 . N A ? B Direct Lin, Father
Chia-Yi Industrial Vocational High or Yane- | and
School Honi son
Special Assistant to the Chairman of
Phihong Technology Co. Ltd./ Chai Lin, Fath
; o Mal BU Head of Electric Vehicle Energy B4 UM Chung- | 740
Direct ale s an . .son I
or R.O.C. |Lin, Fei-Hong| 41~ 50 of Phihong Technology Co. Ltd. Directo %m and one
11269 (3 years fune 00| 3376000 | 090 | 4044122 0.94 0 0 0 0 |Executive Vice President, Spring City - fNote 3: r Yang | Siblin
Takushoku University Hong  |#
Kuan Feng Chairman of Black
Investment Not Marble Capital
Ltd. applicable 3,034,905 0.81 3,374,625 0.78 0 0 0 0 g/[;n_agcmcnft Co.LTD.
Direct Chairman of Black Marble Capital hairman of MegaPro
or RO.C. Representati Management Co., LTD. Master’s in [B)'.om"‘dlcafl RC.O'];Ltd' None[  None| None| None
pCh' Male June 9, 3 years June 15, Business Management, National C(l)rrcffot(:arti(:m ite
Ive: Chian; B Sment
Wei—Fengg 61~70 | 2023 2011 0 0 0 0 0 0 0 0 Chung Hsing University Director of HT Precision Technologies, Inc.
Director of Qbic Technology Co., Ltd.
Kuan Feng
Investment | Not 3034905 | 081 | 3374625 0.78 0 0 0 o |None None None | None | None [None
Ltd. applicable
Director (Representative of Juristic
person) of Phihong(Dongguan)
Electronics Co. Ltd. Director
Di Representative of Dongguan Phitek
irect Electronics Co., Ltd. Director Lin,
R.O.C. | Represent June 9, |3 years June 14, 0 - . _ | Father
or ati\I/De Lin, Male 2023 2017 General Manager of Phihong E]cprcscr_llaué/c oi dPh[l)hong (Suzhou) grtm"—m I?A]}Eng ,son
g 3,384,000 0.90 4,034,122 0.94 63 0 0 0 Technology Co., Ltd. San Jose State ectronics Co., Ltd. Director ! . and [Note 2
Yang- 41~ 50 iversi ; ictrat (Representative of Juristic Person) of Directo | Lin, ibli
University Business Administration . F Siblin
Hong (Marketing) Yanghong Trade (Shanghai) Co., Ltd. r ci- .
Director Representative of Jin-Sheng Hong
Hong (Jiangxi) Electronics Co., Ltd.
Director (Representative of Juristic
Person) of Guang-Lai Investment
Co., Ltd.
Taiwan Not
Cement avplicable 37,520,000 10.00 41,719,905 9.68 0 0 0 0 None None None None | None |[None
Corporation PP
CFO of Taiwan Cement Corporation
Chief Financial Officer and
Spokesperson of Taiguang Electronic
Direct ROC June 9, 3 vears June 9, Materials Co., Ltd.
or T Rgpresent 2023 i’ 2023 Chief Financial Ofﬂcer/.Busmess‘ CFO of Taiwan Cement Corporation
ative: Yu Male Group and Executive Director of .
. 0 0 0 0 0 0 0 0 Independent Director of GlobalWafers Co., None None None [None
Ming-Jen 51~ 60 Hong Kong FIH Group Lid
(Note 4) Director/General Manager of Hong
Kong United Group
NYU Stern School of Business
MBA
Department of Economics, NTU




Executive, Director or
: Shareholding Supervisor Who is
Current Shareholding . NG
Nation Shareholding at the Current Held by Spouse & Held ;r;)tl:‘e Name Sgouse oernhm t?e
ality or Gend Date of Date of Time of Appointment Shareholding Minor Children i (@R ecorllgnsﬁ}izree @
Place er& Appoint ITerm First Educati d Work Positions Concurrently Held at Other C: P
Title of Name Age ment Appointme Exuzl?iel:)llclea(l)l or Note
Registr nt Number of [Shareho INymber off  Sharehol Number of | Sharehol [y po SHhadio H Relati
ation Shares Iding Shares ding (%) ding (%) Iding Title | Name N
(%) g (%, Shares 8 (7o) | of Shares [ (%) onship
Chairman.of Sam Kuei . .. | Chairman of Sam Kuei Construction Co., Ltd.
Construction Co., Ltd. University Di £ Shun-An Devel d
of Sydney, Australia irector of Shun-An Development ang
Ind > Construction Co., Ltd. Chairman of Hong-
ndepen Male June 9, June 14, Cheng Development and Construction Co ,
dent ROC. gong, Yu- s1-60| 2023 3 years 2017 0 0 0 0 0 0 0 0 Ltd. Chairman of Cai - Fa Development None None | None [None
Director uan and Construction Co., Ltd. Chairman of
Sam Kuei Holding Co., Ltd.
Chairman of Jinfa Development and Construction Co.,
Ltd.
Head of LOHAS Outdoor
Ing::':fn Lin, Kuei Male June 9. June 14 I];mducts Emeferriﬁ_
. R.O.C. > : ~ ’ 3 years ’ 20,578 0.01 20,578 0.00 0 0 0 0 epartment of Public Head of LOHAS Outdoor Products Enterprise None None | None | None]
Director Hong S1=601 3023 Y 2017 Administration, Tamkang P
Universit
Chairman of the Taiwan Institute
of Economic Research Chairman
Ind: Wu, Chung- of the Taiwan Academy of i . . i
ndeeglen ROC. lohe g Male Junc . 3 years Banking and Finance Chairman ghaxrmf;]n of the Taiwan Institute of Economic None None | None | None
Director (Note 4) 61~70 2023 une 9, 2023 0 0 0 0 0 0 0 0 of the Chung-Hua Institution for cscarc
Economic Research Ph.D. in
Economics from Northwestern
Universit
Attorney-at-Law at Joseph Fu
Law Firm
Indepen [Fu, Tsu- Male June 9 Senior Adviser at Baker &
dent R.O.C. [Sheng 61~70 | 2023 3 years ['UN¢ 9,2023 0 0 0 0 0 0 0 0 McKenzie Attorney-at-Law at Joseph Lu Law Firm None None | None | None]
Director (Note 5) Bachelor of Laws, Department of
Law Program
NTU

Note 1: Chairman of Guang-Lai Investment Co., Ltd., Spring City Resort Co., Ltd., Phihong (Dongguan) Electronics Co., Ltd., Phihong Electronics (Suzhou) Co., Ltd., Jin-Sheng-Hong (Jiangxi) Electronics Co., Ltd., Dongguan
Shuang-Ying Electronics Co., Ltd., N-LIGHTEN TECHNOLOGIES INC., General Manager of Phihong Vietname Co., Ltd., Director of Phihong International Corp., Representative of Director of Phitek International Co.,
Ltd., Representative of Director of ASCENT ALLIANCE LTD., Representative of Director of H&P Venture Capital Co., Ltd., Representative of Director of Han-Yu Venture Capital Co., Ltd., Representative of Director of
Zhong-Xuan Venture Capital Co., Ltd., Supervisor (Representative of Juristic Person) of Taiwan Cultural & Creativity No. 1 Co., Ltd., Chairman of Pu-Jen Electronic Technology (Shanghai) Co.,Ltd., Representative of
Director of BMC Venture Capital Investment Corporation, Representative of Director of BMD Venture Capital Investment Corporation.

Note 2: (1) Reason, reasonableness, and necessity for the Chairman and General Manager of the Company to be relatives within the first degree of kinship:
Lin, Yang-Hong, Group General Manager of the Company, graduated from the San Jose State University, U.S. During his studies in the U.S., he began to participate in the planning of the business of Phihong’s subsidiary in the

uU.s.

After graduating, he returned to Taiwan (headquarters of Phihong), and started out as a salesperson at the grassroots level; he devoted himself to the field of business development, and, thus, accumulated extensive
marketing experience in the electronic technology industry/domestic and overseas customer markets. In particular, he has many years of practical experience in the Power Supply business, the Company’s main product. In
the meager profit era, when the Company was facing rapid changes in the product environment, Mr. Lin, Yang-Hong took the initiative to take on the great responsibility as the Company’s Executive Vice President.
During this period, he faced tough challenges fearlessly despite all the hardships.
Phihong has a complete corporate governance and internal control system. A succession plan has been prepared by the Company. The successor must not only possess exceptional job skills but also possess a macro
business philosophy and possess honesty, commitment, innovation, and a willingness to take on difficulties and gain the trust of clients. Mr. Lin, Fei-Hong was promoted to General Manager by the Board of Directors on
October 1, 2019, and he also played his role to the fullest to lead Phihong to explore the unknown future while upholding the Company’s mission of sustainable development.
(2) Countermeasures: The Company has re-elected 4 independent directors at the 2023 shareholders’ meeting, of whom 1 independent director, Fu Zu-Sheng, resigned on August 31, 2023. One independent director will be re-elected
at the 2024 shareholders' meeting, which will be planned for the election of over half of the directors who are not concurrently serving as employees or managers.
Note 3: Representative of Chairman of PHIHONG USA CORP, Representative Director of PHIHONG TECHNOLOGY JAPAN CO., LTD., Supervisor Representative of Phihong Electronics (Suzhou) Co., Ltd., Supervisor
Representative of Yanghong Trade (Shanghai) Co., Ltd., Director Representative of Dongguan Shuang-Ying Electronics Co., Ltd., Director Representative of Jin-Sheng-Hong (Jiangxi) Electronics Co., Ltd., Director of JD
Power Co., Ltd., Director of Zerova Technologies Holdings Limited, Director of Zerova Technologies SG Pte. Ltd., Chairman of Zerova Technologies Taiwan Limited, Representative of Zerova Technologies (Dongguan)
Co., Ltd., Supervisor of Zerova Technologies (Dongguan) Co., Ltd., Representative Director of Zerova Technologies Japan Co., Ltd., Director of Zerova Technologies America Corporation, Director of Zerova Technologies
USA LLC, Representative Director of Zerova Technologies Europe B.V.
Note 4: Director Yu Ming-Jen and independent director Wu, Chung-Shu were newly elected at the shareholders’ regular meeting on June 9, 2023.
Note 5: Independent Director Fu Zu-Sheng was newly elected at the shareholders’ regular meeting on June 9, 2023, but resigned on August 31, 2023.



1. Major Institutional Shareholders
April 14, 2024

Percentage
Name of Institutional Major Institutional of

Shareholder Shareholders OWl(l‘;r)ship

Lin, Kuan-Hong 16.67%

Lin, Chung-Min 16.67%

Chien, Shu-Nu 16.67%

Kuan Feng Investment Ltd. Lin, Yang-Hong T

Lin, Fei-Hong 16.67%

Lin, Hsin-Yi 16.66%

The major shareholder of an institutional shareholder is a representative of the institutional
shareholder: None.

2. Disclosure of Directors’ Professional Qualification and Indendent Director’s Independence Status April
14,2024

Qualifications Number of Other Public
Professional Companies where the
Qualification and Independence Status Individual Concurrently
Name Experience (Note 2) Serves as Independent
(Note 1) Director
@ Professional qualification:
As the Chairman of the Company, he possesses expertise in business,
finance, and accounting, as well as those required by the Company’s
) Lin, Chung- operations. Not applicable None
Chairman "Min @ Experience:
Founder of the Company; he has been Chairman of Phihong Technology
for over 49 years.
@ Professional qualification:
He is the Company’s Director and the BU Head of the EV Energy
Business of the Company, and he possesses expertise in business, finance,
) Lin. Fei- and accounting, as well as those required by the Company’s operations. )
Director Hzmg @ Experience: Not applicable None
He held positions as the Executive Vice President of Spring City Resort
Co., Ltd.
and the BU Head of the EV Energy Business of Phihong Technology for
over five years.
Kuan Feng ® Professional qualification:
. Investment | He is the Company’s Director and the Chairman of Black Marble Capital
Director Ltd. Management Co., Ltd., and possesses expertise in business, finance, and
accounting, as well as those required by the Company’s operations.
@ Experience: Not applicable None
Representativ| (. Chairman of MegaPro Biomedical Co., Ltd. etc.
e ang, | and the BU Head of the EV Energy Business of Phihong Technology for
Wei-Feng
over five years.
Kuan Feng ®Professional qualification:
. Investment | He is the Company’s Director, Group General Manager, and corporate
Director Ltd. governance officer, and possesses expertise in business, finance, and
accounting, as well as those required by the Company’s operations. .
.Experieice: q Y pany’s op Not applicable None
Representativ| Lin, Yang- | He held positions as the Vice President and Group General Manager of
e Hong Phihong Technology
for over five years.
Taiwan ®Professional qualification:
Director Coce?rzrtliton He is an Independent Director of the Company, and possesses expertise in
Crop., Ltd. business, f'mance, qnd accounting, as well as those required by the
Comp anty’s operations. Not applicable 1 company
Representativ] Yu Ming- .ExPe“e“Cf’f . . . . .
e Jen He held position Financial President of Taiwan Cement Corporation for
over five years.
®Professional qualification: .
. . .. . None of the circumstances
He is an Independent Director of, and possesses expertise in business, din P b1 Article
finance, and accounting, as well as those required by the Company’s ;tate 1n“ aragraph 1, Artic
) of the “Regulations
o.peratlops. . Governing Appointment of
Independent |Hong, Yu- Exp crience: . . . Independent Directors and
Director Yuan Associate Professor and Chair of the Department of International Business, Compliance Matters for
College of Management, Toko University. Public Companics” occurred None
He held positions as the Chairman of Sam Kuei Construction Co., Ltd. two years pgor to the election
and Chairman of Hong-Cheng Development and Construction Co., Ltd. for and during the term of office
over five years. ’
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. . Number of Other Public
Qualifications Professional Independence Status Companies where the
o Qualification and (Note 2) Individual Concurrently
e Experience Serves as Independent
(Note 1) Director
Number of Directors
None of the circumstances
stated in Paragraph 1,
®Professional qualification: Article 3 of the
He is an Independent Director of the Company, and possesses expertise in|“Regulations Governing None
business, finance, and accounting, as well as those required by the|Appointment of
Independen| Lin, Kuei- Company’s operations. Independent Directors and
t Director Hong ®Experience: Compliance Matters for
He held the position as the Head of LOHAS Outdoor Products Enterprise | Public Companies”
for over five years. occurred two years prior to
the election and during the
term of office.
@ Professional qualification: None of the circumstances
He is an Independent Director of the Company, and possesses expertise in statgd in Paragraph 1,
business, finance, and accounting, as well as those required by the i\mcle 3 of the ) 1 company
Company’s operations. Regglatlons Governing
Independen| Wu, Chung- ® Experience: Appointment o,f
t Director Shu Chairman of the Taiwan Institute of Economic Research for over five Indepepdent Directors and
years. Comphance Mgtters for
Public Companies”
occurred two years prior to
the election and during the
term of office.

Note 1: None of the directors have been involved in any of the circumstances set forth in Article 30 of the Company Act.

Note 2: Independent directors should specify their independent status, including but not limited to whether oneself, relatives of
Spouse, within the Second Degree of Kinship, etc. serve as directors, supervisors, or employees of the company or its
affiliated companies; oneself, relatives of Spouse, within the Second Degree of Kinship, etc. (using the name of others)
hold the number and proportion of shares of the company; whether they serve as directors, supervisors, or employees of
companies with specific relationships with the company (refer to the Section 5 to 8, Paragraph 1, Article 3 of the
“Regulations Governing Appointment of Independent Directors and Compliance Matters for Public Companies”);
provide the company or its affiliated companies with business, legal affairs, financial and accounting in the last 2 years
The amount of remuneration obtained for accounting and other services.

17




3.Board Diversity and Independence:
(1) Diversity of the Board:

The Company’s Board of Directors has established the Corporate Governance Best Practice
Principles, which describes the Board’s diversity policy. Paragraph 3, Article 20 of the
Corporate Governance Best Practice Principles specifies that members of the Board of
Directors should be diverse, such as having professional backgrounds (e.g., law, accounting,
industry, finance, marketing, or technology), professional skills, and industry experience.

Following the general election at the shareholders’ meeting on June 9, 2023, the Company’s
Board of Directors is composed of 9 directors (5 directors and 4 independent directors). One
independent director resigned on September 1, 2023, leaving a vacancy for one independent
director, who will be re-elected on June 12, 2024, and appointed by the Board of Directors. One
independent director will be by-elected at the regular shareholders’ meeting. The implementation
of diversity on the board of directors is as follows:

« Professional knowledge and skills: Directors have abundant experience and expertise in
finance, management, law, information technology, electronic technology and other fields.
There are currently 8 directors, including 1 director who is currently the Chief Financial
Officer and Industrial Director of Taiwan Cement Co., Ltd. The proportion of professional
talents in finance and accounting reaches 12.5%.

« Age distribution of directors: one aged 71~80, two aged 61~70, three aged 51~60, and two
aged 41~50.

+ Gender diversity of directors: 1 female independent director
will be by-elected at the 2024 shareholders’ meeting.

Implementation status of Board diversity of the company:

Item Basic Information Industry Experience Expertise
Comen? [Electronic| Assets Operations |Accountin;
Gend . ..| rent Product P . s Information
i er Nationalit Emplo Age Technolo Design Manageme| Others and Finance, Law Technolo
[Name of Director y elz Y g gy g nt Management| Commerce Y
Lin, Chung-Min| Male| R.O.C. \% 71~ 80 \% \% v \% \%
Lin, Fei-Hong | Male| R.O.C. \% 41~ 50 \% \%
Chiang, Wei-
Feng(Represent:
tiveofKuan |-y ] po.c. 61~70 v v v v v v
Feng Investmen
Director Ltd)

Lin, Yang-Hong|
(Representative]
of Kuan Feng

1 Male| R.O.C. v 41~ 50 v v \% v \Y%
nvestment
Ltd.)
Yu Ming-Jen
(Representative]|
°£T"“W"‘“ Malel R.O.C. 51~ 60 \% \% \% \% v
ement
Corporation)
Hong, Yu-Yuan| Male| R.O.C. 51~ 60 \% \% \% \% v
Independent
Director Lin, Kuei-Hong| Male] R.O.C. 51~ 60 v \% v v v
Wu, Chung-Shu| Male] R.O.C. 61~70 \% A% \%

(2) Independence of the Board:
The Company’s Board of Directors consists of 9 directors (5 directors and 4 independent directors). Currently,
there is a lack of 1 independent director, with a total of 8 directors; 3 of them are independent directors (accounting
for 37.5%); 5 non-employee directors seats (accounting for 62.5%), and 3 directors are related to each other within
the second degree of kinship (accounting for 37.5%); there are no spouses or relatives within the second degree
of kinship among independent directors or between directors,
which complies with Paragraphs 3 and 4, Article 26-3 of the Securities and Exchange Act.
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(2) General Manager, Vice Presidents, Assistant Vice Presidents, and Heads of All Departments and Branches

April 14, 2024

Unit:share; %

et 56 Shareholding Held Managerial'Of"ﬁcer who Is
. p A ; in the Name of Spouse or within the Second
(of the) which Shareholding Spouse & Minor Children Oth D £ Kinshi
will be thers B egree of Kinship Note
Title Nationality | Name | Gender | adopted as : : Education and Work Experience |ResitiEis Concurrently Lilotl Oy
Date Number of Shareholdin Number of Shareholding Number Sharehol Companies i Relation
0, 0, 0,
Appointment Shares g (%) Shares ) of Shares g () Title Name shi
Ratio Ratio Ratio P
Chairman of Phihong Technology Co. , Ltd.
) . Sales Engineer of I Yu Electric Co. Ltd. G :
Lin, £ . ; roup Lin, Father
Chalman | RO.C. | Chung-| Male [June 15,1981 54,541,837 1265 4,240,081 098 0 of Electronic Equipment Maintehance Note 1: General | yang- | and | Note2
Min partment, Nationa 1a-Y1 Industria Manager Hon son
Vocational High School g
Director Representative of Phihong
(Dongguan )Electronics Co. Ltd.
Director Representative of
Dongguan Dahong Electronics
General Manager of Phihong Technology Co., Co. Ltd Director Representative Chairma
Group General Lin, October 1 Ltd. of Phihong (Suzhou) . n and Lin, Father
Ml;na or R.O.C. Yang- Male 2019 4,034,122] 0.94 63 0 0| San Jose State University Business Electronics Co., Ltd. Director CEO Chung- | | con| Note2
€ Hong Administration (Marketing) Representative of Jin-Sheng Min
Hong (Jiangxi) Electronics Co.,
Ltd. Director Representative of
Guang-Lai Investment Co., Ltd.
Vice President of Phihong Technology
Co., Ltd. Leader of Manufacturing
Department, Lianli Machinery
Research Assistant of Manufacturing
Power R&D Chang, Department, Pan Yes Electronics Ltd.
Center Vice | ¢ Yuan. Male October 1, 28,091 0.01 0l 0| 0] Maintenance Engineer, Manufacturing None None None | None | None
President Shun 2014 Department, Hwa Fong
Telecommunication Ind. Ltd.
Master’s, University of North Alabama, USA
Vice President of Phihong Technology Co., Ltd.
Marketing Director ~ of  Zippy
Technology Corp Deputy General
Manager, R&D, Bestec Power
Electronics Co., Ltd. Project Manager,
R&D Manager of Asian Power
Marketing Chien, September 1 Devices Inc. R&D Manager of
Planner and | R.O.C. Wen- Male P ;:(Igoer ’ 0 0 0 0 0] Skynet Electronic Co., Ltd. None None None None None
Vice Presiden Sung Electrical Engineer of Formosa
Petrochemical Corporation
Master’s, Electrical and Computer Engineering,
National Jiaotong University
Assistant Vice President of Phihong Technology
. Co., Ltd.
E;ﬁiﬁlﬁglﬁgﬁ Senior Specialized Manager of
Assistant Vice | R.O.C. L)l(uf Tia- Male | June 1, 2022 62,633 0.01 0] 0) Foxconn Sale? Director OfAV(.: None None None None None
President lang Sﬁ%&}mvermy school of Business
Representative of Director of BMC
Financing Manager of Phihong Technology Co., \C/enture Capital Investment
Ltd. orporation )
Chief of a section, Wonderland Group gepyeslegtatl;/‘e dOfRH&P Venture
Senior Specialist, LITE-ON DR O, s X epresentative
Headof | p o Li, Pei- | September 6, Technology Specialist, Citibank o Ditector of Pafadigtn Venture
finance .0.C. Yi emale 2020 3,000 0] 0] 0] Taiwan Capnta} Corporation) Supervisor None None None None
Bachelor’s in Finance, National Chengchi (l;f Spring City Refs[(;yt Co., Lt?BMD
University epresentatlye of Director o
Venture Capital Investment
Corporation
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. Shareholding Held Managerial Officer who Is
Shareholding Held by . o
. . . . in the Name of Spouse or within the Second
(of the) which Shareholding Spouse & Minor Children o
will be Others Degree of Kinship Note
Title Nationality | Name | Gender | adopted as : : Education and Work Experience |ResitiEis Concurrently Liltl Oty
Shareholdin Shareholding| Sharehol Companies :
Date Number of o (%) Number of %) Number ding (%) Title Name Relation
H 0 0 0 .
Appointment Shares Ratio Shares Ratio of Shares Ratio ship
Accounting Manager of Phihong
Head of R.OC. Chen, Female| September 6, 0 0 0 0 0 0| Technology Co., Ltd. Head of Auditing Non
accounting Kuei- 2020 Team, Deloitte & Touche Department of None None None | None
Chih Accounting Soochow University €

Note 1: Chairman of Guang-Lai Investment Co., Ltd., Spring City Resort Co., Ltd., Phihong (Dongguan) Electronics Co., Ltd., Phihong Electronics (Suzhou) Co., Ltd., Jin-Sheng-Hong (Jiangxi) Electronics Co., Ltd., Dongguan
Shuang-Ying Electronics Co., Ltd., N-LIGHTEN TECHNOLOGIES INC., General Manager of Phihong Vietname Co., Ltd., Director of Phihong International Corp., Representative of Director of Phitek International
Co., Ltd., Representative of Director of ASCENT ALLIANCE LTD., Representative of Director of H&P Venture Capital Co., Ltd., Representative of Director of Han-Yu Venture Capital Co., Ltd., Representative of
Director of Zhong-Xuan Venture Capital Co., Ltd., Supervisor (Representative of Juristic Person) of Taiwan Cultural & Creativity No. 1 Co., Ltd., Chairman of Pu-Jen Electronic Technology (Shanghai) Co.,Ltd.,
Representative of Director of BMC Venture Capital Investment Corporation, Representative of Director of BMD Venture Capital Investment Corporation
Note2: (1) The Chairman and General Manager of the Company are relatives within the first degree of kinship. The reason, reasonableness, and necessity:
Lin, Yang-Hong, Group General Manager of the Company, graduated from the San Jose State University, U.S. During his studies in the U.S., he began to participate in the planning of the business of Phihong’s subsidiary in the U.S.
After graduating, he returned to Taiwan (headquarters of Phihong), and started out as a salesperson at the grassroots level; he devoted himself to the field of business development, and, thus, accumulated extensive
marketing experience in the electronic technology industry/domestic and overseas customer markets. In particular, he has many years of practical experience in the Power Supply business, the Company’s main product.
In the meager profit era, when the Company was facing rapid changes in the product environment, Mr. Lin, Yang-Hong took the initiative to take on the great responsibility as the Company’s Executive Vice President.
During this period, he faced tough challenges fearlessly despite all the hardships.
Phihong has a complete corporate governance and internal control system. A succession plan has been prepared by the Company. The successor must not only possess exceptional job skills but also possess a macro
business philosophy and possess honesty, commitment, innovation, and a willingness to take on difficulties and gain the trust of clients. Mr. Lin, Fei-Hong was promoted to General Manager by the Board of Directors on
October 1, 2019, and he also played his role to the fullest to lead Phihong to explore the unknown future while upholding the Company’s mission of sustainable development.
(2) Countermeasures: The Company has re-elected 4 independent directors at the 2023 shareholders’ meeting, of whom 1 independent director, Fu Zu-Sheng, resigned on August 31, 2023. One independent director will be re-elected at
the 2024 shareholders' meeting, which will be planned for the election of over half of the directors who are not concurrently serving as employees or managers.
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II1. Remuneration to Directors, General Manager, and Vice Presidents
(1) Remuneration to Directors, General Manager, and Vice Presidents
1. Remuneration to General Directors and Independent Directors Unit: NT$1,000; Thousand shares; %

Remuneration
paid to Remuneration of concurrently as employee
directors

Remuneration q
Received from ::?I:i:)ngf‘;(t)it:lll Ratio of total remuneration
Invested (A+B+C+D+E+F+G) to
d . . (A+B+C+D) to after- | Salary, Bonus, L )
Companies Ritlre{nent Director Professional Practice] tax net profit (%) and Allowance | Retirement Pensi Employee C tion after ta’él\?::ep;)o fit (%)
(

Other than P Comp tion (C) p
Subsidiaries or (B)(Note 2) (Note 3) Fee (D)(Note 4) (Note 7) (?\tlf).tﬁEs)) (F) (Note 2) G) (Note6)

the Parent
Company (A)
(Notel)

Title Name

All Companies in
Financial

The Company Statements

All Companies
in Financial

Statements

The
Company

The Company|

Financial
Statements

Cash Stock Cash [ Stock
Amountf Amount| Amount| Amount

All
Companies
in
Financial
Statamante
The
Company
All
Companies
in Financial
Statements
The
Company
All
Companies
in Financial
Statements
The
Company
All
Companies
in Financial
Statements
The
Company
All
Companies
in
Financial
Statements
The
Company
All
Companies
in
Financial
The
Company
All
Companies in|

Chairman Lin, Chung-
Min

Director Lin, Fei-Hong

Director Wang, Chia-
Kun (Note 8)

Director Chou, Ming-
Chih (Noteg)

Director Chiang, Wei-
Feng(Note 8)

Director Chou, Ta-Jen
(Note 8)

Kuan Feng
Investment Ltd.

Representative
Lin, Yang- 3,738 | 3,738 210 210 3,948 3,948 26,783 | 52,079] 108 108 1,796 | 0 4,796 |0 32,635 60,931 None

b Hong i 1.5037% {1.5039% 12.4300% 23.2106%
irector Representative
Yang, Shih-
Hsiung

(Note 8)
Representative
Chiang, Wei-
Feng (Note 9)

(=]
(=}
(=}
f=}

Taiwan
Cement
Corporation
Director Representative
[Wang, Chien-
Chuan (Note 8)
Representative
Yu Ming-Jen

( Note 9)
Independent |Hong, Yu-
Director Yuan

Independent

Director Lin, Kuei- 2392 2392 2,392 2,392

Hong 0 0 0 0 2,002 | 2,002 390 390 0 0 0 0 0 0 0 0 None
09111% | 0.9112% 0.9111% 0.9112%

Independent

Director Chang, Hsien-

Ta (Note 8)

Independent
: Wu, Chung-
Director Shu (Note 9)

Independent gy TSU-
Director SHENG (Note
10)
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1. The policy, system, standard, and structure of remuneration paid to independent directors, and the correlation between duties, risk, and time input with the amount of remuneration:
Independent directors' remuneration paid is based on the provisions of the Company's Articles of Association and the actual period of serving as an independent director and the degree of

responsibilities attached to the position.

(2) The performance appraisal and reasonableness of the remuneration to independent directors are reviewed by the Remuneration Committee and the Board of Directors, and the remuneration system is reviewed based on the actual operating conditions and relevant

laws and regulations to meet the Company's sustainable development and to ensure balance of risk control.
2. Except for the disclosures made in the above table, compensation received by Directors of the Company for the provision of services (such as being a consultant of the parent company/any company in the financial statements/investees) in 2023: None.

(M

Note 1: Salary, duty allowances, severance pay, bonuses, and incentives paid to the directors in 2023.
Note 2: The amount of appropriation or contribution of post-employment pension expensed for directors in 2023; there was no

post-employment pension actually paid in 2023.

Note 3: Handled in accordance with the provisions of the Company’s Articles of Incorporation. These are proposed amounts and
have not been reviewed by the Remuneration Committee and approved by the Board.
Note 4: Professional practice fees paid to the director in 2023 (including transportation expenses, special allowances, other allowances, accommodation, and company cars).

Note 5: The Salary, duty allowances, separation pay, bonuses, incentives, transportation expenses, special allowances, other allowances, accommodation, and company cars received by the director who concurrently serves as an employee (including the President,
Vice President, managerial officer and employee etc.) in 2023. Any salary recognized under IFRS 2 Share-Based Payment, including employee share subscription warrants, new restricted employee shares, and share subscription for cash, should also be included

in the remuneration.

Note 6: Directors who received employee compensation (including stocks and cash) for serving as employees concurrently (including concurrently serving general manager, vice president, or other managers and employees) in the most recent year, which was

handled in accordance with the Articles of Incorporation. The proposed amount of employee compensation received by the directors who also serve as employees have not been approved by the Remuneration Committee and the Board of Directors.
Note 7: The information of “total remuneration” and the “ratio of total remuneration to net profit after tax” is set out respectively.
Note 8: The shareholders meeting re-elected the following retiring directors on June 9, 2023: Director Wang, Chia-Kun, Director Yang, Shih-Hsiung, Taiwan Cement Co., Ltd. Representative Director Wang,
Chien-Chuan, Director Chiang, Wei-Feng, Director Chou, Ming-Chih, Director Chou, Ta-Jen, and Independent Director Chang, Hsien-Ta.
Note 9: The shareholders meeting re-elected the following retiring directors on June 9, 2023: Director Yu Ming-Jen, representative of Taiwan Cement Co., Ltd., director Chiang Wei-Feng, representative of Kuan
Feng Investment Ltd., Ltd., and independent director Wu Chung-Shu.
Note 10: Independent Director Fu Zu-Sheng was re-elected at the shareholders’ meeting on June 9 2023, and resigned on August 31, 2023.

Range of Remuneration

Range of Remuneration Paid to Directors

Name of Director

Total Remuneration (A+B+C+D)

Total Remuneration (A+B+C+D+E+F+G)

All Companies in Financial

All Companies in Financial

Wang, Chia-Kun

Chou, Ming-Chih

Chiang, Wei-Feng

Chou, Ta-Jen

Hong, Yu-Yuan

Lin, Kuei-Hon

Chang, Hsien-Ta

Wu, Chung-Shu

FU, TSU-SHENG

Representative of Kuan Fen,
Investment Ltd: Lin, Yang-Hong
Representative of Kuan Feng
Investment Ltd.: Yang, Shih-Hsiung
Representative of Kuan Feng
Investment Ltd.: Chiang, Wei-Feng,
Representative of Taiwan Cement
Corporation: Wang, Jian-Quan
Representative of Taiwan Cement
Corporation: Yu Ming-Jen

Wang, Chia-Kun

Chou, Ming-Chih

Chiang, Wei-Feng

Chou, Ta-Jen

Hong, Yu-Yuan

Lin, Kuei-Hon

Chang, Hsien-Ta

Wu, Chung-Shu

Fu, Tsu-Sheng

Representative of Kuan Feng

Investment Ltd: Lin, Yang-

Hong

Representative of Kuan Feng

Investment Ltd.: Yang, Shih-

Hsiung

Representative of Kuan Feng

Investment Ltd.: Chiang, Wei-

Feng,

Representative of Taiwan

Cement Corporation: Wang,

Jian-Quan

Representative of Taiwan

?ement Corporation: Yu Ming-
en

Wang, Chia-Kun

Chou, Ming-Chih
Chiang, Wei-Feng
Chou, Ta-Jen

Hong, Yu-Yuan

Lin, Kuei-Hon;

Chang, Hsien-Ta

Wu, Chung-Shu

Fu, Tsu-Sheng
Representative of Kuan
Feng Investment Ltd.:
Yang, Shlh—Hsmn%(
Representative of Kuan
Feng Investment Ltd.:
Chiang, Wei-Feng,
Representative of Taiwan
Cement Corporation:
Wang, Jian-Quan
Representative of Taiwan
Cement Corporation: Yu
Ming-Jen

The Company Statements H The Company Statements I
Less than NT$1,000,000 Lin, Chulr_llg Min Lin, Ch.u]r‘llg Min ] ]
Lin, Fei-Hon, Lin, Fei-Hon, Lin,, Fei-Hon:

Wang, Chia-Kun

Chou, Ming-Chih

Chiang, Wei-Feng
Chou, Ta-Jen

Hong, Yu-Yuan

Lin, Kuei-Hon

Chang, Hsien-Ta

Wu, Chung-Shu

Fu, Tsu-Sheng
Representative of Kuan
Feng Investment Ltd.:
Yang, Shih—Hsiun%(
Representative of Kuan
Feng Investment Ltd.:
Chiang, Wei-Feng,
Representative of Taiwan
Cement Corporation:
Wang, Jian—&uan
Representative of Taiwan
Cement Corporation: Yu
Ming-Jen

NTS$ 1,000,000 (inclusive)

~NT$2,000,000 (excluded)

NT$2,000,000 (inclusive)

~NT$3,500,000 (excluded)

NTS 3,500,000 (inclusive)

~NTS$ 5,000,000 (excluded)

NTS$ 5,000,000 (inclusive)

~NT$ 10,000,000

NT$10,000,000 (inclusive) ~ NT$15,000,000 (excluded)

Kuan Feng Investment Ltd.

Kuan Feng Investment Ltd.
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Representative: Lin,
Yang-Hong

Representative: Lin, Yang-
Hong

NT$15,000,000 (inclusive) ~ NT$30,000,000 (excluded)

Lin, Chung-Min

Lin, Fei-Hong
Lin, Chung-Min

NT$30,000,000 (inclusive) ~ NT$50,000,000 (excluded)

NT$50,000,000 (inclusive) ~ NT$100,000,000 (excluded)

More than NT$100,000,000 - -
Total 16 persons 16 persons 16 persons 16 persons
2.Remuneration to supervisors: N/A
3.Remuneration to General Manager and Vice Presidents Unit: NT$1.000/1.000 shares
Bonus, and Allowance Remuneration Received from
i q . etc. (C) [Employee Compensation (D)(Note 4) Ratio of total remuneration (A+B+C+D) Invested Companies Other than
Title [Name Salary (A) (Note 1) Retirement Pension (Note 3) Py B to after-tax net profit (%) (Note 5) Subsidiaéies or the Parent
ompan
(B)(Note 2) LELY
The The AlLC Qe
Company L\ Company All The All The Company I ESTD] The Company 1l Companies in
i(lilompanies i(lflompamies Company iCompamies Financial Statements inancial Statements
[Financial IFinancial IFinancial
Statements Statements Statements Ch Pl Gk SOCK
JAmount IAmount JAmount JAmount
Lin, Chung-
Chairman and CEO Min
Group General Lin, Yang-
Manager Hong
P R&D 36,726 50,161
ower R Chang, Yuan- | 22,888 35,323 324 324 11,245 11,245 2,269 0 3,269 0 None
Center Vice Shun 13.99% 19.11%
President
Marketing Planner | Chien, Wen-
and Vice President Sung

Note 1: Salary, duty allowances, and severance pay paid to the Chairman and CEO, General Manager, and Vice President in 2023.

Note 2: The amount of appropriation or contribution of post-employment pension expensed for the Chairman and CEO, General Manager, and Vice President in 2023.

Note 3: Remuneration, including the bonuses, incentives, transportation expenses, special allowances, other allowances, accommodation, and Company cars, paid to the Chairman and CEO, General Manager, and Vice President
in 2023. Any salary recognized under IFRS 2 Share-Based Payment, including employee share subscription warrants, new restricted employee shares, and share subscription for cash, should also be included in the remuneration.
Note 4: Handled in accordance with the provisions of Articles of Incorporation. The Company’s net profit after tax for 2022 and the proposed
amount of employee compensation received by the directors who also serve as employees have not been approved by the Remuneration

Committee and the Board of Directors. Note 5: The information of “total remuneration” and the “ratio of total remuneration to net profit after
tax” is set out respectively.
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Range of Remuneration

Range of Remuneration Paid to General Manager and the NamelofGencrll Enzserandiiclres Cony — -

Vice Presidents ke Claainy All Companies in Financial
Statements

Less than NT$1,000,000

INT$1,000,000 (inclusive) ~ NT$2,000,000 (excluded)

INT$2,000,000 (inclusive) ~ NT$3,500,000 (excluded) Chang, Yuan-Shun Chang, Yuan-Shun

INT$3,500,000 (inclusive) ~ NT$5,000,000 (excluded) Chien, Wen-Sung Chien, Wen-Sung

INT$5,000,000 (inclusive) ~ NT$10,000,000 (excluded)

INT$10,000,000 (inclusive) ~ NT$15,000,000 (excluded) Lin, Yang-Hong Lin, Yang-Hong

INT$15,000,000 (inclusive) ~ NT$30,000,000 (excluded) Lin, Chung-Min Lin, Chung-Min

INT$30,000,000 (inclusive) ~ NT$50,000,000 (excluded)

INT$50,000,000 (inclusive) ~ NT$100,000,000 (excluded)

More than NT$100,000,000

Total 4 persons 4 persons

4.1f a listed public company falls under Item 3, A or E, Paragraph 1, Article 10 of the Regulations Governing Information to be Published in
Annual Reports of Public Companies, it should separately disclose the remuneration information of the top five executives with the highest
remuneration: there is no such situation.
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5.Employee compensation distributed to managerial officers
December 31, 2023; Unit: NT$1,000

Ratio of total
Cash .
Stock A ¢ remuneration
i moun
Title T Amount Total 10 het profit
(Note 1)
after tax
Chairman and CEO  |[Lin, Chung-Min
Group General Manager |Lin, Yang-Hong
Power R&D Center
Vice President Chang, Yuan-Shun
Marketing Planner )
Manageri Vice President Chien, Wen-Sung 0 2,679 2,679 1.02%
al officers | Terminal & Enterprise
Assistant Vice President Liu, Jia-Xiang
Head of finance Li, Pei-Yi
Head of accounting  |Chen, Kuei-Chih

Note: Handled in accordance with the passed of Articles of Incorporation. These are proposed amounts and have not been
reviewed by the Remuneration Committee and approved by the Board.

(2) Comparative analysis of the total remuneration, as a percentage of net profit after tax, paid by
the Company and All Companies in Financial Statements during the past two fiscal years to
Directors, General Manager, and Vice Presidents

Unit: NT$1,000, %

All Companies in Consolidated
The Company c c
Year Financial Statements
As a Percentage As a Percentage
Total of Net Income Total of Net Income
2022 40,234 56.41 50,899 71.36
2023 43,066 16.40 71,362 27.18

Note: The increase in total remuneration of directors, general manager, and vice president in
2023 as compared to 2022 was due to the adjustment of remuneration of directors,
general manager, and vice president as the Company turned from loss to profit in 2023.

(3) Remuneration Policies, Standards, and Packages, Procedures for Determining Remuneration, and
Linkage Thereof to Operating Performance and Future Risk Exposure

« Remuneration Policies, Standards, and Packages

1.In accordance with Article 21 of the Company’s Articles of Incorporation, the
remuneration of the directors for the performance of their duties shall be determined by
the Board of Directors with reference to the usual standards in the industry according to
the degree of participation and value of the contribution of individual directors. In addition,
in accordance with Article 21 of the Company’s Articles of Incorporation, not more than
2% of the Company’s profit for the year shall be distributed as directors’ remuneration.

The remuneration of the general manager and vice president of the Company is a
combination of fixed items, such as base salary, annual bonuses and benefits, and variable
items, such as bonuses, remuneration (cash/stock), and stock options. Fixed items are based
on the principle of maintaining the Company’s average competitive level in the industry;
variable items are distributed based on a combination of the Company’s and individuals’
operating performance, and the better the Company’s and individuals’ operating
performance, the higher the ratio of variable to fixed items. The assessment indicators for
the above variable items are as follows:

A.A. Financial indicators: including turnover, profit margin, growth rate, achievement rate, etc.

B.Non-financial indicators: including market, customer service indicators (e.g. Customer
satisfaction), organization/internal processes (e.g. Quality management), etc.
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The targets and their weights are determined at the beginning of the year based on the
internal and external operating environment and consideration of future risks. The
achievement of targets will be evaluated regularly. The variable bonus amount will be
proposed according to the achievement rate of the targets and approved by the
Remuneration Committee and the Board of Directors. The better the operating
performance, the higher the variable bonus.

. The Company’s remuneration package, as defined by the Remuneration Committee

Organizational Charter, includes cash compensation, stock options, stock dividends,
retirement benefits or severance pay, allowances, and other tangible incentives. The scope
is consistent with the Regulations Governing Information to be published in Annual
Reports of Public Companies with respect to director and managerial officer remuneration.

Procedures for Determining Remuneration:

1. The remuneration of the Chairman and General Manager is determined with reference to

the operating performance indicators of the industry and related companies, and is
reviewed by the Board of Directors. In order to fully demonstrate the achievement of the
operating performance indicators, the Chairman’s performance is measured based on the
operating, governance, and financial results, and the evaluation scope includes the
following indicators: net profit before tax, revenue growth rate, and customer satisfaction;
the General Manager’s performance measurement scope includes the following
performance objectives: operating efficiency and effectiveness, supervising the
implementation of financial targets, revenue management, and implementing quality
assurance and management. The Company evaluates the performance of the directors and
managerial officers regularly and uses the evaluation results as the basis for remuneration
or adjustment.

2.The Company conducts regular performance appraisals of the directors and managerial

officers and evaluates the reasonableness of their remuneration, taking into account not
only the individual’s performance achievement rate and contribution to the Company, but
also the overall operational performance of the Company, future risks and development
trends of the industry, as well as a timely review of the remuneration system in light of
actual operating conditions and relevant Act and regulations. Adjustments to salary for
management are reviewed by the Remuneration Committee and approved by the Board.
The actual amount of remuneration for directors and managers for2023 will be distributed
after being reviewed by the Remuneration Committee and approved by the Board.

Linkage to operating performance and future risk exposure:

1.The Company’s payment standards related to the remuneration policy and system are

reviewed based on the overall operation of the Company, and the payment standards are
approved based on the performance achievement rate and contribution, in order to enhance
the effectiveness of the Board of Directors and managers. We also make reference to
industry salary standards to ensure that our management’s salaries are competitive in the
industry in order to retain outstanding management control.

2.Based on the results of risk measurement, the Company sets performance targets for

managers to ensure that possible risks within the scope of duties and responsibilities can
be controlled and prevented, and links the results of performance appraisal with human
resources and salary and remuneration policies. The important decisions made by the
Company’s management are based on the evaluation of various risk factors, and the
performance of these decisions is reflected in the Company’s profitability, therefore, the
remuneration of the management is related to the performance of risk management.
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IV. Implementation of Corporate Governance:
(I)Board of Directors

A total of 13 meetings of the Board of Directors (A) were held during the most recent year. The

attendance of the directors is as follows:

Times of Times of
Attendance in | Attendance | Attendance Rate
Title Name Person (B) by Proxy | (%)(B/A) Note
Elected at the re-election of the
Chairman Lin, Chung-Min 7 6 53.85 shareholders’ meeting on June 9, 2023;
attended 13 board meetings.
Kuan Feng Investment Ltd. Elected at the re-election of the
Director Representative: Lin, 12 1 9231 shareholders’ meeting on June 9, 2023;
Yang-Hong attended 13 board meetings.
Elected at the re-election of the
Director Lin, Fei-Hong 12 1 92.31 shareholders’ meeting on June 9, 2023;
attended 13 board meetings.
Elected before the re-election of the
Director Chiang, Wei-Feng 6 0 100.00 shareholders’ meeting on June 9, 2023;
attended 6 board meetings.
. Elected after the re-election of the
Representative of Kuan harcholders’ meeting on June 9. 2023:
Director Feng Investment Ltd.: 7 0 100.00 shareholders  meeting on June =, >
Chiang, Wei-Feng, shall serve as legal representative
director and attend 7 board meetings.
Representative Of. Taiwan Appointed at the re-election of the
Cement Corporation: Yu ) . .
Director Ming-Jen 6 0 85.71 shareholders meetmgion June 9, 2023;
attended 7 board meetings.
Representative of Taiwan Resigned after the re-election of the
Director Cement Corporation: 4 2 66.67 shareholders’ meeting on June 9, 2023;
Wang, Jian-Quan attended 6 board meetings.
Resigned after the re-election of the
Director Chou, Ming-Chih 5 1 83.33 shareholders’ meeting on June 9, 2023;
attended 6 board meetings.
Resigned after the re-election of the
Director Chou, Ta-Jen 5 1 83.33 shareholders’ meeting on June 9, 2023;
attended 6 board meetings.
Resigned after the re-election of the
Director Wang, Chia-Kun 4 2 66.67 shareholders’ meeting on June 9, 2023;
attended 6 board meetings.
Kuan Feng Investment Ltd. Resigned after the re-election of the
Director Representative: Yang, 0 6 0.00 shareholders’ meeting on June 9, 2023;
Shih-Hsiung attended 6 board meetings.
Independent Elected at the re-ele_:ction of the
Di Hong, Yu-Yuan 13 0 100.00 shareholders’ meeting on June 9, 2023;
1rector .
attended 13 board meetings.
Independent ' ' Elected at the re-ele;ction of the
Director Lin, Kuei-Hong 13 0 100.00 shareholders’ meeting on Jun_e 9,
2023;attended 13 board meetings.
Independent Appointed at the re-election of the
Di Wu, Chung-Shu 7 0 100.00 shareholders’ meeting on June 9, 2023;
irector .
attended 7 board meetings.
Appointed at the re-election of the
Independent shgreholders’ meeting on June 9, 2023;
. Fu, Tsu-Sheng 4 0 100.00 resigned on August 31, 2023, attended
Director R
4 meetings.
Independent Resigned after the re-election of the
5 Chang, Hsien-Ta 5 1 83.33 shareholders’ meeting on June 9, 2023;
Director .
attended 6 board meetings.

Other matters to be recorded:

1.If any of the following circumstances occurs, the dates, terms of the Board meetings,
contents of motions, all independent directors’ opinions and the Company’s handling of
such opinions should be specified:
(1)Matters referred to in Article 14-3 of the Securities and Exchange Act: Not applicable
as the Company has established its Audit Committee; please refer to the operating
status of the Audit Committee in the annual report.
(2) Any recorded or written Board resolutions to which independent directors have
objections or reservations to be noted in addition to the above: None.
2.Regarding recusals of directors from voting due to conflicts of interest, the names of the
directors, contents of motions, reasons for recusal, and results of voting should be
specified:
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Board of
Directors
Date

Content of Motion

Reason for Recusal and Results of Voting

January 13,
2023

Company’s 2022 year-end bonus
distribution plan for managers.

Chairman Lin, Chung-Min, General Manager Lin, Yang-Hong,
Director and Chairman of Zerova Technologies Taiwan Limited Lin,|
Fei-Hong, and Manager Li, Pei-Yi were interested parties of the
proposal. Therefore, they recused themselves from the discussion
and voting on this case, and Mr. Wang, Chia-Kun, Director, acted as
the acting chairman of the meeting. This plan was passed after the
acting chairman consulted the directors present and there was no
objection.

Company’s 2022 year-end bonus
distribution plan for Director and
Zerova managers.

Chairman Lin, Chung-Min, General Manager Lin, Yang-Hong,
Director and Chairman of Zerova Lin, Fei-Hong, and Pei-Yi were
interested parties of the proposal. Therefore, they recused
themselves from the discussion and voting on this case, and Mr.
Wang, Chia-Kun, Director, acted as the acting chairman of the
meeting. This plan was passed after the acting chairman consulted
the directors present and there was no objection.

April 21,
2023

Remuneration adjustment proposal
of the Company’ managers

Chairman Lin, Chung-Min, General Manager Lin, Yang-Hong,
Director and Chairman of Zerova Lin, Fei-Hong, and Pei-Yi were
interested parties of the proposal. Therefore, they recused
themselves from the discussion and voting on this case, and Mr.
Wang, Chia-Kun, Director, acted as the acting chairman of the
meeting. This plan was passed after the acting chairman consulted
the directors present and there was no objection.

Remuneration adjustment
proposal of the Company’ 2022
Director managers

Chairman Lin, Chung-Min, General Manager Lin, Yang-Hong,
Director and Chairman of Zerova Lin, Fei-Hong, and Pei- interested
parties of the proposal. Therefore, they recused themselves from the
discussion and voting on this case, and Director Wang, Chia-Kun
acted as the acting chairman of the meeting.

This plan was passed after the acting chairman consulted the
directors present and there was no objection.

August 11,
2023

The Company’s Director
Remuneration Distribution
Proposal for 2022

(1) When discussing and voting on general director remuneration,
Director Lin, Yang-Hong, Director Lin, Fei-Hong, and Director
Chiang, Wei-Feng were interested parties. According to the interest
avoidance system, they did not participate in the discussion and
voting of this case. The acting chairman was Independent Director
Hong Yu-Yuan, who consulted with the other directors in
attendance, and the proposal was adopted without objections;

(2) When discussing and voting on independent director
remuneration, Independent Director Hong Yu-Yuan, and
Independent Director Lin, Kuei-Hong were interested parties.
According to the interest avoidance system, they did not participate
in the discussion and voting of this case. After the chairman
consulted the directors present, the proposal was adopted without
objections.

Remuneration adjustment
proposal of the Company’
managers

Director Lin, Yang-Hong, Director Lin, Fei-Hong, and Manager
Pei-Yi were interested parties of the proposal. Therefore, they
recused themselves from the discussion and voting on this case, and
Director Chiang, Wei-Feng acted as the acting chairman of the
meeting. This plan was passed after the acting chairman consulted
the directors present and there was no objection.

Remuneration of the Company’s
managers for their part-time
employment in Zerova.

Director Lin, Yang-Hong, Director Lin, Fei-Hong, and Manager
Pei-Yi were interested parties of the proposal. Therefore, they
recused themselves from the discussion and voting on this case, and
Director Chiang, Wei-Feng acted as the acting chairman of the
meeting. This plan was passed after the acting chairman consulted
the directors present and there was no objection.

September 5,
2023

The director of the company
concurrently serves as the manager
of Zerova and participated in the
case of Phihong Technology’s cash
capital increase and subscription
shares

Chairman Lin, Chung-Min, Director Lin, Yang-Hong, Director and
Director Lin, Fei-Hong, and interested parties of the proposal.
Therefore, they recused themselves from the discussion and voting
on this case, and Director Chiang, Wei-Feng acted as the acting
chairman of the meeting. This plan was passed after the acting
chairman consulted the directors present and there was no
objections.
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Board of Content of Motion Reason for Recusal and Results of Voting
Directors
Date
Chairman Lin, Chung-Min, Director Lin, Yang-Hong, Director Lin,
Fei-Hong, and Senior Manager Li, Pei-Yi were interested parties of
Th S the proposal. Therefore, they recused themselves fr(_)m the )

C company’s managers can discussion and voting on this case, and Director Chiang, Wei-Feng
subscribe for shares through cash acted as the acting chairman of the meeting. This plan was passed
capital increase after the acting chairman consulted the directors present and there

was no objections.
Chairman Lin, Chung-Min, Director Lin, Yang-Hong, Director Lin,
s Fei-Hong were interested parties of the proposal. Therefore, they
The Company’s Employee recused themselves from the discussion and voting on this case, and
November 9, | Remuneration Distribution Director Chiang, Wei-Feng acted as the acting chairman of the
2023 Proposal for Managerial Officers meeting. This plan was passed after the acting chairman consulted
in 2022 the directors present and there was no objections.

3. Information on the cycle and period, scope, method, and content of the Board’s self-evaluation

of the Company.
Evaluation Evaluation Scope of Evaluation Content of
Cycle Period Evaluation Method Evaluation
1.Performance of the Board of Directors:
participation in the operation of the Company,
improvement of the quality of the Board of
Directors’ decision-making, composition and
structure of the Board of Directors, election and
continuing education of directors, and internal
Include the Include the self- control.
respective evaluation of the | 2. Performance of individual directors: alignment of
January 01, performances Board of the goals and missions of the Company, awareness
At 2023 of the Board of | Directors, the of the duties of directors, participation in the
castonce | Direct If evaluati tion of the C tof internal
| year Directors, self evaluation operation of the Company, management of interna
December individual of individual relationship and communication, professionalism
31,2023 directors, and directors, and and continuing Purchase of Article of directors,
functional otherwise and internal control.
committees. appropriately. 3. Performance of  functional committees:
participation in the operation of the Company,
awareness of the duties of functional committees,
improvement of the products of functional
committees” decision-making, composition of
functional committees and election of members,
and internal control.

4. Measures taken to strengthen the functionality of the Board and results thereof in 2021 and the
most recent year:

The performance appraisal of the Board of Directors, individual directors, and functional
committees is conducted once a year. The results of the performance appraisal of the Board
for 2023 were reviewed by the Nomination Committee and reported to the Board on March 7,
2024, and were disclosed on the Company’s website for investors’ reference.

The Company’s Board meets at least once a quarter to discuss important business strategy
issues and review operational performance. The Company held a total of 13 Board meetings
in 2023, with a Directors’ attendance rate of 83.33%. Important resolutions would be
announced immediately after the meeting to enhance information transparency.

The Company established Audit Committee to strengthen the board functions and assist the
board in monitoring the fair presentation of financial statements and the effectiveness of
internal control systems. For information about the operating status of the Audit Committee,
please refer to pages 29 to 33.

(IT) Operating Status of the Audit Committee

The Audit Committee is composed the current of three members to assist the Board in

supervising the quality and fairness of accounting, auditing, financial reporting procedures,
and financial control.

1.Items deliberated by the Audit Committee in 2023 include:
« Formulation or amendment to the internal control system and important regulations.
+ Evaluation of the effectiveness of the internal control system.
+ Major investment cases.
+ Major capital loans and endorsement guarantees.
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+ Appointment, remuneration, and independent evaluation of CPAs.

+ Annual financial statements and quarterly financial statements.

+ The Company’s Annual Business Report and earnings distribution.
+ Audit Plan.

+ Business division.

« apital increase and issuance of new shares.

2.0perating Status of the Audit Committee:
A total of 9 meetings of the Audit Committee (A) were held during the most recent Year. The
attendance of the independent directors is as follows:

. Times of Attendance in Times of |Attendance Rate
Title IName Person (B) IAttendance by (%) INote
erso Proxy [ B/A]
March 9, 2023
Independent Shareholders’s Meeting
Director Hong, Yu-Yuan 9 0 100.00 comprehensive re-election of

subsequent terms

March 9, 2023

Shareholders’s Meeting

Lin, Kuei-Hong 9 0 100.00 comprehensive re-election of

subsequent terms

Appointed at the re-election of

Independent the shareholders’ meeting on
(Wu, Chung-Shu 5 0 100.00 June 9, 2023;

Independent
Director

pirector attended 5 board meetings.
Retired after the re-election of
the shareholders’ meeting on

Independent 3 0 June 9, 2023;

Director Fu, Tsu-Sheng 100.00 resigned on August 31, 2023,
attended attended 3 meetings.
Retired after the re-election of

Independent . the shareholders” meeting on

Director (Chang, Hsien-Ta 3 1 75.00 June 9, 2023;

attended 4 board meetings.

Other matters to be recorded:

1. The operation of the Audit Committee shall specify the dates, terms of the Audit
Committee meetings, contents of motions, objections, reservations, Or major
recommendations of independent directors, resolutions of the Audit Committee, and the
Company’s handling of the Audit Committee’s opinions should be specified:

Matters referred to in Handling.of the
Date of the R Audit
. Article 14-5 of the . . '
Audit . . Resolution Committee's
) Content of Motion Securities and ONInIONS
Committee P
Exchange Act
The Company’s 2022 Annual Business Report and the
Financial Statements,(including Consolidated and
Standalone Financial Statements). . .
Passed without | Passed without
March 9, The Company’s Surplus earnings distribution proposal None objection objection

2023 for 2022.

2023 Budget and Capital Expenditures proposal

Tainan 3rd Plant Capital Expenditures proposal

The Company’s 2022 “Statement of Internal Control
System”

Proposal for assessment of the independence of
Auditors and CPAs by Q1 of the year 2023

The amendment to partial provisions of the “Articles of

Incorporation” proposal.
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Date of the
Audit
Committee

Content of Motion

Matters referred to in
Article 14-5 of the
Securities and
Exchange Act

Resolution

Handling of the
Audit
Committee's
Opinions

The amendment to partial provisions of the

“ procedures for the Management of Endorsements
and Guarantees” of the Company and the group’s
subsidiaries proposal

Formulate the Company’s “Norms for Financial
Business Operations between Stakeholders™ proposal

The amendment to partial provisions of the “Rules of
Procedure for Shareholders Meetings” proposal.

The amendment to partial provisions of the

Company’s “accounting system ” proposal

Amendment to the “Authorization Chart” proposal

April 21, 2023

Release of the non-competition restriction of newly
elected directors

Proposed appointment of the Company’s certified
accountant and remuneration case

Proposed Establishment of the Company’s “General
Principles for Pre-approval of Non-Assurance
Services Policies"

The Company intends to appoint Deloitte & Touche
and its affiliates to provide non-assurance services.

Letter of Guarantee/Letter of Credit between the
Company and HSBC (Taiwan) Commercial Bank,
Ltd.

The Company and Zerova Technologies, and
Taiwan Shin Kong Commercial Bank, Shanghai
Commercial & Savings Bank and Hua Nan
Commercial Bank jointly sponsored the
appointment and bridge loan case

None

Passed without
objection

Passed without
objection

May 11,2023

The Company’s Consolidated Financial Statements
for the first quarter of 2023 Proposal

Endorsement and Guarantee of Vietnam Phihong’s
Application for Consolidated Financing Facility from
First Bank of Vietnam

Loan to Zerova Technologies USA LLC for US$12
Million

The Company intends to fund Phihong Technology
Japan Co., Ltd. for JPY 700 million.

The Company intends to subscribe for the capital
increase and issuance of new shares of its subsidiary
Zerova Technologies Holdings Limited (hereinafter
referred to as “Zerova KY™).

None

Passed without
objection

Passed without
objection

June 2, 2023

The Company intends to increase the capital of each
of Zerova’s subsidiaries.

The Company intends to lend funds to each of
Zerova’s subsidiaries.

None

Passed without
objection

Passed without
objection

June 26, 2023

The company plans to sign a joint credit agreement,
worth NT$3 billion with a group of credit granting
banks with Taiwan Shin Kong Commercial Bank,
Shanghai Commercial & Savings Bank and Hua Nan
Commercial Bank as the coordinating sponsor banks,
providing guarantees

The Company’s subsidiaries have submitted financial
documents to Shanghai Commercial Bank and KGI
Bank Application for Short-term Financing Facilities
and Endorsement Guarantees

None

Passed without
objection

Passed without
objection

July 31, 2023

Capital increase and issuance of new shares by the
Company in 2023

None

Passed without
objection

Passed without
objection

[August 11,
2023

The Company’s Consolidated Financial Statements
for the second quarter of 2023 Proposal

Amendments to the Company’s “Rules and
Regulations Governing the Organization of the Audit
Committee”

Assessment of Dongguan Phitek ’s repayment ability

None

Passed
without
objection

Passed without
objection
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Date of the
Audit
Committee

Content of
Motion

Matters referred
to in Article 14-
5 of the
Securities and
Exchange Act

Resolution

Handling of the
Audit
Committee's
Opinions

Amendments to the Company’s “Procedures for Loans of
Funds from Group Subsidiaries to Other Parties”

November 9,
2023

The Company’s Consolidated Financial Statements for the
third quarter of 2023 Proposal

The Company’s Audit Plan for 2024 Proposal

Amendments to the Company’s “Procedures for Loans of
Funds to Other Parties”

Subsidiary “Dongguan Phitek Electronics Co. Ltd.”
intends to apply for a loan and extension of funds from
“Phihong Electronics Suzhou Co., Ltd.”

The Company and the its subsidiaries intend to apply for a
financing line and financing endorsement and guarantee.
Proposal

None

Passed without
objection

Passed without
objection

December 20,
2023

The Company’s Operating Budget for 2024

Proposed appointment of the Company’s certified
accountant and remuneration for 2024

Proposed Establishment of the Company’s 2024 “General
Principles for Pre-approval of Non-Assurance Services
Policies"

Appointment of Deloitte & Touche and its affiliates to
provide non-assurance services.

Proposal for mid-term assessment of the funds loaned to
the Group’s subsidiaries.

None

Passed without
objection

Passed without
objection

Note: In addition to the aforementioned items, other resolutions passed by two-thirds of all the
directors but yet to be approved by the Audit Committee: None.

2. Attendance of independent directors at the 2023 meeting of the Board of Directors (Y: attendance in
person; A: attendance by proxy

Board January 13 March 09
LN o o April 21,2023 | April 28,2023 May 11, 2023 June 2, 2023 June 9, 20239
D
Director
H Yu-
e 1 Y Y Y Y Y Y Y
Yuan
Lin. Kucl-
i, uet Y Y Y Y Y Y Y
Hong
Wu, Chung-
Fu, Tsu-Sheng Y
Chang, Hsien- v v v v v A
Ta
Board
September 5 November 9 December 20
June 26, 2023 July 31,2023 [August 11,2023 i i i Note
gz 2023 2023 2023
Director
[Sig-ap Oli(liltmell‘\l/t[ after the
H Yu- areholder's Meeting
0$g, u Y Y Y Y Y Y e-election of June 9,
uan 2023
léﬁ-ap oli(riltmeﬁ after the
Lin. Kuei- areholder's Meeting
1n, Buet Y Y Y Y Y Y re-election of June 9,
Hong 2023
Aﬁ)pointment after the
Wu, Chung- Y Y Y Y Y Y Shareholder's Meeting
Shu e-election of June 9,
2023
Aﬁ)pointment after the
Fu, Tsu-Sheng Y Y Y Shareholder’s Meeting
re-clection of June 9,
2023, resigned on
lAugust 31, 2023
X Retired after the
Chang, Hsien- Shareholder's Meeting
Ta 2%-2613e:c'c10n of June 9,
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3. Regarding recusals of independent directors from voting due to conflicts of interest, the
names of the independent directors, contents of motions, reasons for recusal, and results
of voting should be specified: None.

. Communication between independent directors, the internal audit officer, and CPAs

(including material issues, methods, and results of communication regarding the
Company’s finances and operations):

(1) Communication between independent directors, the internal audit officer, and CPAs:
A. The internal audit officer conducts audit business reporting and discussion regularly
with the Audit Committee members on a quarterly basis. After the monthly audit
report is released, the officer will also discuss and communicate with the Audit
Committee members immediately should any questions arise.
B. CPAs communicate with the Audit Committee on the key audit issues of the
quarterly financial statements in the quarterly Audit Committee meeting.

(2) Separate communication between independent directors,
the internal audit officer, and CPAs: I. Communication
principle between independent directors and internal audit
SUpervisors:

1. Written report: After the monthly audit report and tracking report are submitted

to the chairman of the board for approval, they will be delivered to each
independent director before the end of the next month.
2.Audit committee report: The audit supervisor will report audit matters and
internal control deficiencies discovered to the audit committee at least quarterly
to the independent directors and accept instructions.
3.Email and phone communication: Occasionally send emails or make phone
calls regarding audit business-related issues, or answer questions about audit
matters from independent directors.

II. Separate communication between independent directors and CPAs in 2023:

Date

Attending
Personnel

Communicati
on Matters

Communication
Results

December 14,
2023

Independent Director
Hong, Yu-Yuan
Independent Director
Lin, Kuei-Hong

1. Report on Governance Issues Notified
During the Planning Process for the
2023 Financial Statement Review.

2. International Financial Reporting

Following their assessment,
the independent directors
expressed no comments.

Independent Director
Wu, Chung-Shu
CPA Chang, Chih-I
CPA Huang Yi-Ding

Standards Sustainability Disclosure
Standard (IFRS S1/S2) report.

. Description of Pre-approval of Non-
Assurance Services Policies.

III. Separate communication between independent directors and the internal audit
supervisors in 2023:

Date

I[Evaluation
Method

Subject

Key points

Communication Results

112.03.09

Audit Committee

Audit Officer

Report on the implementation of audit business
from October to December 2022

No comments

112.05.11

Audit Committee

Audit Officer

Report on the implementation of audit business
from January to March 2023

No comments

July 20, 2023

e-mail

Audit Officer

Explain the BPM system audit report approval
process to this year’s new independent directors.
The June 2023 audit report has been sent to your
personal email inbox. Each audit report can be
clicked

Open for approval

The audit report approval
process has been
completed in accordance
with the BPM system
process.

July 23, 2023

e-mail

Audit Officer

The independent director instructs that the
currency type of the audit report should be stated
to avoid misunderstandings.

Response to follow
instructions July 23, 2023

August 11,
2023

Audit Committee

Audit Officer

Report on the implementation of audit business
from April to June 2023

No comments

November
09, 2023

Audit Committee

Audit Officer

Report on the implementation of audit business
from July to September 2023

No comments
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(IIT) Implementation Status of Corporate Governance and Deviations from the Corporate Governance Best Practice Principles for TWSE/TPEx Listed
Companies and Reasons Thereof

Implementation Status Deviations from the Sustainable

Evaluation Item Yes | No Summary Development Best Practice
Principles for TWSE/TPEx Listed

Companies and Reasons Thereof

1. Does the Company follow the Corporate Governance

Best Practice Principles for TWSE/TPEx Listed The Company has followed the Corporate Governance Best Practice Principles for TWSE/TPEx | In compliance with the Corporate

; . . . A% Listed Companies to establish and disclose its corporate governance best practice principles at the [Governance Best Practice Principles for
ggfgﬁ? :ﬁise tl?e:‘ft;rbelléii}::grplgigfi%llzss?? 1ts corporate Market Observation Post System website. TWSE/TPEx Listed Companies.

II. Shareholding structure & shareholders’ rights (I) The Company has spokespeople and dedicated personnel to deal with issues, such as (DIn compliance with the Corporate
(I)Does the Company have internal operating| V shareholder suggestions or disputes. Governance Best Practice Principles for
procedures for handling shareholders’ suggestions, (IT) Major shareholders disclose their ownership and changes in pledge in accordance with TWSE/TPEx Listed Companies.
concerns, disputes and litigation matters? Are such regulations every month. (ID)In compliance with the Corporate
matters handled according to the internal operating| V. V (IIT) The financial and business transactions between the Company and its affiliates are carried out [Governance Best Practice Principles for
procedures? A% in accordance with the relevant Act and regulations, the internal control system and the supervision [TWSE/TPEx Listed Companies.
(I)Does the Company maintain a register of major of subsidiaries. (IIT)In compliance with the Corporate
shareholders with controlling power and a register of (IV) The Company has formulated the Operating Procedures for Handling Internal Material Governance Best Practice Principles for
persons exercising ultimate control over those major Information to prohibit insiders from using undisclosed information on the market to buy and sell [TWSE/TPEx Listed Companies.
shareholders? securities. (IV)In compliance with the Corporate
(IIMDoes the Company establish and enforce risk Governance Best Practice Principles for
control and firewall systems with its affiliates? TWSE/TPEx Listed Companies.
(IV)Does the Company establish internal rules to
prohibit insiders from using information not
disclosed to the market?

III. Composition and responsibility of the Board of

Directors . ‘ A% (I) Enhanced diversity policy of directors and implementation of diversity : (I) Professional knowledge and skills in
(DDoes the Board of Directors establish and * The Board members must have experience and expertise in finance, management, law, compliance with the Corporate
implement the diversification policy and specific information technology, electronic technology and other fields. There are currently 8 directors, Go Princiles for TWSE/TPE
management goals? including 3 independent directors, including 1 director who is currently the Chief Financial overnance Frincipies for X

Officer and Industrial Director of Taiwan Cement Co., Ltd. The proportion of professional Listed Companies.

talents in finance and accounting reaches 12.5%.

* Age distribution of directors: one aged 71~80, two aged 61~70, three aged 51~60, and two aged
41~50.

* Gender diversity of directors: 1 female independent director will be by-elected at the 2024
shareholders’ meeting.

(I)Does the Company set up other functional (II) In order to improve the functions of the Company’s Board of Directors and strengthen the (II) In compliance with the Corporate
committees voluntarily in addition to the management mechanism, the Board of Directors elected four independent directors to form a Governance Best Practice Principles|
Remuneration Committee and the Audit Committee Nomination Committee on June 26, 2023. for TWSE/TPEx Listed Companies.
that had been established as required by the law? One of the independent directors resigned on August 31, 2023.
There are currently three nomination committee members.
v The Nomination Committee faithfully performs the following responsibilities and powers and

submits its suggestions to the Board of Directors for discussion:

1. Establish standards for the diversified background and independence of directors and
independent directors, such as expertise, skills, experience, and gender, and seek, review, and
nominate candidates for directors and independent directors accordingly.

2. Establish and develop the organizational structure of the Board of Directors and
various committees, conduct performance evaluations of the Board of Directors and
each director, and evaluate the independence of independent directors.
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Implementation Status Deviations from the SusFainab.le ‘
Development Best Practice Principles
Evaluation Item Yes | No Summary for TWSE/TPEx Listed Companies
and Reasons Thereof

(II) Does the Company formulate the regulations 3. Establish or examine directors’ continuing education.
and method for the performance evaluation of 4. Establish the Corporate Governance Best Practice Principles of the Company.
the Board of Directors, conduct performance v (IIT) The Company has established the Board Performance Evaluation Rules and shall (IIT) In compliance with the Corporate
evaluations regularly every year, conduct a performance evaluation of the Board of Directors and individual Governance Best Practice Principles
report the results of the performance directors at least once a year. The Company reports to the Board of Directors on the for TWSE/TPEx Listed Companies.
evaluation to the Board of Directors, and take evaluation criteria of the performance evaluation indicators
it as a reference for the remuneration, and the evaluation results for review and improvement
nomination and re-appointment of each| The responsible unit completed the internal performance evaluation of the Company’s Board|
director? of Directors for 2023 using questionnaires, and on January 31, 2024, it was completed.

On March 7, 2024, the Board of Directors received the results of the performance evaluation
for report, review, and improvement.
The evaluation results were also made public on the Company’s website.
The results of the Board of Directors’ performance evaluation for 2023 are as follows:
(1)The overall average score of the board performance self-evaluation is 97.5 points.
(2) The overall average score of the performance self-evaluation of board members is 99.5
points.
(3) The overall average score of the performance self-evaluation of functional committees is
100 points.
(4) The performance evaluation of the Board of Directors in 2023 showed that the
Company’s Board of Directors was operating well as a whole,
which will be adopted as a reference for the remuneration to individual directors,
nomination and renewal of director candidates.

) (IV) The Board of Directors of the Company regularly (at least once a year) evaluates the IV) In compliance with the Corporate
(IV) Does the Company evaluate ‘Ehe independence independence of the CPAs in accordance with Article 29 the Code of Corporate Governance ) Govern%nce Be}Zt Practice g;incipleS,
of CPAs on a regular basis? \Y% Practices for Listed OTC Companies. In addition to requesting CPAs to provide the “Statement of for TWSE/TPEx Listed Companies.

IAuditing Standards” and the “Audit Quality Indicators (AQIs)”, the Company evaluates the criteria
land the 13 AQIs according to the table below. It is confirmed that the CPAs have no other financial
interests or business relationships with the Company except for visa and financial tax fees. The
family members of the CPAs do not violate the independence requirements. The professionalism of
the CPAs and the firm is confirmed with reference to the AQIs and is comparable to that of their
industry counterparts. The most recent annual evaluation results have been discussed and approved
by the Audit Committee on March 7, 2024, and reported to the Board of Directors on that day to
ass the evaluation of the independence and suitability of the CPAs.

Evaluation Whether it conforms
Results to independence.

Evaluation Item

Whether the appointed CPA has
1 any direct or indirect material No Yes
financial interests in the Company.
Whether the CPA has a close

2 business relationship with the o Yes
Company and a potential
employment relationship.
Whether the CPA has acted as the

3 Company’s defender or represented o Ves

the Company in conflict mediation
with other third parties.

Whether the CPAs have acted as

4 the Company’s defender or No Yes
represented the Company in
conflict mediation with other third
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parties.
Whether the CPAs have acted as
the Company’s defender or
5 represented the Company in No Yes
conflict mediation with other third
parties.
Whether the CPAs have acted as
the Company’s defender or
6 represented the Company in No Yes
conflict mediation with other third
parties.
Whether the CPA has brokered
7 stocks or other securities issued by No Yes
the Company.
Whether the CPA has provided
8 non-audit services to the Company | No Yes
that may directly affect the audit.
Whether the CPA is engaged in any
9 other business that may result in a No Yes
loss of independence.
Whether the CPA receives any
10 commission related to the No Yes
Company’s business.
Whether the CPA accepts gifts or
presents of significant value from
11 the company and its directors, o
supervisors, and managers (value
exceeds general social etiquette
standards).
Whether the appointment of a CPA
is inconsistent with the regulations
of the competent authority on
12 business matters regarding the No
rotation of accountants, handling
accounting matters on behalf of
others, or any other norms that may
affect the independence of the CPA.
Whether the CPA has any
13 inappropriate relationship with the No Yes
company other than the above.
Whether the CPA accepts gifts or
presents of significant value from
14 the company and its directors, N
. 0
supervisors, and managers (value
exceeds general social etiquette
standards).

Yes

Yes

Yes

[V. Does the Company deploy an appropriate number of | V The Company’ concurrent corporate governance unit is the Finance Div., and the board of directors| In compliance with the Corporate
suitable corporate governance personnel and designate a approved the appointment of General Manager Lin, Yang-Hong as the corporate governance Governance Best Practice Principles for
corporate governance officer responsible for corporate manager on August 28, 2020. o TWSE/TPEx Listed Companies.
governance-related matters (including but not limited to The following matters are the joint responsibility of the corporate governance officer and the
providing directors and supervisors information required Finance Div.: ) ) )

to perform business, assisting directors and supervisors * Handled matters related to meetings of the Board of Directors and shareholders’ meetings on

in complying with laws, handling matters related to the basis of law.
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Conducted meetings of the Board of Directors and shareholders in accordance with the law.
Assisted in the appointment and continuing education of directors and supervisors.

Provided information necessary for directors and supervisors to carry out their business
Assisted in the appointment and continuing education of directors and supervisors.

Reported to the Board of Directors on whether the qualifications of the independent directors at
the time of nomination, election, and during their term of office comply with the relevant laws
and regulations.

meetings of the Board of Directors and shareholders’
meetings on the basis of law, and preparing the minutes
of the Board meetings and shareholders’ meetings, etc.)?

"Conducted meetings of the Board of Directors and
sharcholders in accordance with the law etc.)?
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Implementation Status Deviations from the Sustainable

Evaluation Item Development Best Practice Principles

for TWSE/TPEx Listed Companies and
Reasons Thereof

Yes |No Summary

Handled matters related to the changes of directors.
Other matters specified in the Articles of Incorporation or contracts.

The Company values its stakeholders and respects their legitimate rights and interests. A special
section for stakeholders has been set up on the Company’s website, and relevant units have been set

V. Does the Company establish a means of up to respond appropriately.

communication with its stakeholders (including but The Company has set up “Investor” and “CSR” sections on the website to provide relevant information I i ith the C
not limited to shareholders, employees, customers, to stakeholders, and has set up a "Stakeholder Service Center" on the website, with dedicated personnel n compliance with the Corporate

- : \% . . . Governance Best Practice Principles for
and suppliers) and create a stakeholder section on the responsible for responding to relevant issues. TWSE/TPEx Listed Companies
Company website to respond to stakeholders' The Company has disclosed the identity of the stakeholders identified, Negotiation of concern, '

questions about its corporate social responsibility? communication channels, and response methods on the website and in ESG sustainable reports, and

regularly reports to the Board of Directors on the communication with all stakeholders at least once a
lyear; already reported to the Board of Directors August 11, 2023.

VI. Does the Company entrust a professional stock In compliance with the Corporate
transfer agent to manage shareholders' meetings and | V - Governance Best Practice Principles for
other relevant affairs? meetings. TWSE/TPEx Listed Companies.

The Company entrusts the Transfer Agency of CTBC Bank to manage relevant affairs of shareholders’

VII. Information disclosure
(I) Does the Company establish a company
website to disclose information on its finances, (I) In compliance with the Corporate
business, and corporate governance? Governance Best Practice

(IT) Does the Company use other channels of (I) The Company's website (http://www.phihong.com.tw) has disclosed information on its finances, Principles for TWSE/TPEx Listed

business, and corporate governance.

information disclosure (e.g., maintaining an . . L . Companies.

English website, design(atigng persons tog (II) The Company has set up an English website maintained by dedicated personnel, and the Company |y [ coIr)npliance with the Corporate
handling information collection and disclosure, has also established a spokesperson system. Information about the shareholders’ meeting and the Governance Best Practice
appointing a spokesperson, and webcasting vV investor conferences is updated immediately on the corporate website. Principles for TWSE/TPEx Listed
investor conferences)? Companies.

(III) Does the Company announce and report the

annual financial statements within two months ) : .
after the end of the fiscal year, and announce V ((III) The Company’s annual and first, second, and third quarterly financial statements were announced (ITT) Tn compliance with the Corporate

and report the financial statements for the first by the deadline prescribed by law and were not published earlier than expected. The operating status of Governance Best Practice

second and third quarters and the monthly each month is also reported by the 10th of each month as required. Principles for TWSE/TPEx Listed
operations before the prescribed period? Companies.
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Evaluation
Item

Implementat

ion Status

w

No

Summary

Deviations from the
Sustainable Development Best
Practice Principles for
TWSE/TPEXx Listed
Companies and Reasons
Thereof

VIIL

Does the Company have other
information that can facilitate the understanding off
its operations of corporate governance (including
but not limited to employee rights and interests,

employee care, investor relations, supplier|
relationships, stakeholder rights, continuing
education  of directors and  supervisors,

implementation of risk management policies and
risk measurement standards, implementation of]
customer policies, and purchase of liability
insurance for directors and supervisors)?

important|y;

(I) For information on employee rights and interests, employee care, investor relations, supplier relationships,
and stakeholder rights, please refer to the description of “Corporate Sustainability” on pages 64 to 71of the
annual report.

uy)

Continuing education of directors of the Company:

Title Name Date Organizer Name of Class Training
Hours
October 5, | Taiwan Corporate Governance [Impact and response of the latest 3
2023 Association international tax law changes on business
loperations
September | Taiwan Corporate Governance [Practice and development of corporate 3
1,2023 Association overnance and legal compliance
};depfndent g]u, August 31, |Taiwan Corporate Governance [How to create management and 3
LECion S'h e 2023 Association overnance structures that remove the
L threat of corporate succession from long-
term operations
August 10, |Taiwan Corporate Governance [Taiwan Green Power Trading System and 3
2023 Association IProcurement Practices
July 4,2023 |Taiwan Stock Exchange (Cathay Sustainable Finance and Climate 3
Corporation IChange Summit Forum
Security Governance Strategies of 3
October 6, | Taiwan Corporate Governance [Publicly Listed Companies from the
Lin. Fei 2023 Association IPerspective of ESG Corporate
Director Hl(?r’l el Sustainability Development
¢ October 5 Taiwan Corporate Governance Impact andiresponsefofithe latest 3
2023 ’ ASSOCiatiot:p international tax law changes on business
operations
Security Governance Strategies of 3
October 6, | Taiwan Corporate Governance | Publicly Listed Companies from the
2023 Association Perspective of ESG Corporate
Corporate Sustainability Development
representati [ Lin, i
i Yane- October 5, | Taiwan Corporate Governance Impact and response of the latest 3
ve g 2023 Association international tax law changes on business
appointed Hong * operations
?)S. thct September | Taiwan Corporate Governance | Practice and development of corporate 3
trector 1,2023 Association governance and legal compliance
How to create management and 3
August 31, | Taiwan Corporate Governance | governance structures that remove the
2023 Association threat of corporate succession from long-
term operations
October 6, | Taiwan Corporate Governance | Security Governance Strategies of 3
2023 Association Publicly Listed Companies from the
Lin, Perspective of ESG Corporate
Chairman Chung- Sustainability Development
Min . How to create management and
August 31, TalWE{“ Corporatc Governance | gvernance structures that remove the 3
2023 Association threat of corporate succession from long-
term operations
October 5, | Taiwan Corporate Governance Impact and response of the latest 3
Independent | Hong, 2023 Association international tax law changes on business
Director Yu- operations
puzn . . Empowering the board of directors to
September | Taiwan Investor Relations become the key force leading sustainable 5
27,2023 |Institute governance

In compliance with the Corporate
Governance Best Practice
Principles for TWSE/TPEx

Listed Companies.
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Evaluation Item

Implementation

Deviations from the Sustainable
Development Best Practice Principles

for TWSE/TPEx Listed Companies and

Reasons Thereof

Status
Yes | No Summary
August Taiwan Corporate Governance How to create management and
31,2023 Association governance structures that remove the 3
threat of corporate succession from
long-term operations
October | Taiwan Corporate Governance !mpacttgnd ﬁSpOln s¢ ({ the latest
52023 | Association international tax law changes on 3
Independent Lin, Kuei- : businessloperstions
Diregtor Hor;g How to create management and
August Taiwan Corporate Governance governance structures that remove the 3
31,2023 | Association threat of corporate succession from
long-term operations
October | Taiwan Corporate Governance limp ac{tte’md’ {i?p olr'1 se Olfl,the lz}test 3
52023 Y. international tax law changes on
’ business operations
Corporate
representative | Chiang, Septembe . ) Latest development trends and
appointed as Wei-Feng 121.2023 Securities & Futures Institute response measures of international 3
the Director ’ carbon tariffs
. Discussion on post-merger integration
. 27 2023 Securities & Futures Institute issues and establishment of 3
® management mechanisms
Corporate
representative [ Yu Ming- July 4, 5 3 . | Cathay Sustainable Finance and 6
appointed as Jen 2023 Taiwan Stock Exchange Corporation Climate Change Summit Forum
the Director

(IIT) Continuing Education of the “Corporate Governance Manager” of the Company:

Training
Title Name Date Organizer Name of
Class
Security Governance Strategies
. of Publicly Listed Companies
October 6, Taiwan Corporate Governance from the Perspective of ESG
2023 Association Corporate Sustainability
Development
. Impact and response of the latest
October 5, Taiwan Corporate Governance international tax law changes on
2023 Association business operations
Corporat
€ ) } ) Practice and development of
Governa | Lin, Yang-| September 1, | Taiwan Corporate Governance corporate governance and legal
nce Hong 2023 Association compliance
Officer

August 31,
2023

Taiwan Corporate Governance
Association

How to create management and
governance  structures  that
remove the threat of corporate
succession  from  long-term
operations

(VI) Implementation of risk management policies and risk evaluation standards:
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Evaluation
Item

Implementati

on Status

No

Summary

Deviations from the Sustainable
Development Best Practice
Principles for TWSE/TPEx Listed
Companies and Reasons Thereof

(1) The Company has established internal controls in accordance with the law, and internal audits are conducted on g
regular and irregular basis to check the implementation. The Company also took out relevant insurance to transfer
the risks that may be faced by the development of the company to provide compensation for the company’s
financial losses in case of risks, eliminate the factors that may generate risks through systematic management]
mechanisms, vigilance and continuous monitoring, and effectively avoid and manage risks.

(2) Disclosures made on the corporate website of the Company: Risk management handbook, scope of risk]

management, organizational structure, and the operating status in 2023.
(3) The operating status for the risk management in 2023 was reported to the Board on August 11, 2023.

(V) Implementation of customer policy: The Company upholds the belief that customers come first and implements it
in accordance with the Consumer Protection Act, the Company’s internal regulations, and other Act and regulations.
(VI) Directors of the Company purchased liability insurance in 2023:

Insured Party Insurance Company Investment Amount Insurance Policy Period
) Fubon Insurance Co.,
Directors & Managers Ltd. USD10,000,000 September 19, 2023~September
19,2024

IX. Improvements made based on the result of the latest Corporate Governance Evaluation announced by Taiwan Stock Exchange Corporation and priorities and measures for improvement.

"The Company was ranked among the top 51% to 65% in the 10th (2023) Corporate Governance Evaluation. Only the items that require improvement and prioritization are described:

(1) In order to diversify the company’s Board of Directors, one female independent director will be elected at the 2024 regular Shareholder’s Meeting.

(2) Directors are informed in advance and scheduled for the meetings with the aim of increasing their attendance at the Company’s Board of Directors’ and Shareholders’ Meetings.

(3) Starting from 2024, the Company’s Board of Directors will regularly (at least once a year) refer to the Audit Quality Indicators (AQIs) to evaluate the independence and competency of CPAs.

(4) The performance evaluation method of the Company’s Board of Directors has been revised and approved by the Board of Directors to conduct external evaluation at least once every three years. This method is currently in use.
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(IV) Composition, Duties, and Operation of the Remuneration Committee: Composition
of the Remuneration Committee

1. Composition of the Remuneration Committee

April 30, 2024

Identity/

Name

Qualifications|

Professional Qualification and Experience

Independence Status (Note 1)

Number of Other Public
companies where the
Individual Concurrently
Serves as Independent
Director

Independ
ent
Director
(Convene

1)

Hong
Yu-
Yuan

®Professional qualification:

He is an Independent Director of the Company,
and possesses expertise in business, finance, and
accounting, as well as those required by the
Company’s operations.

®Experience:

Associate Professor and Chair of the Department
of International Business, College of
Management, Toko University.

He held positions as the Chairman of Sam Kuei
Construction Co., Ltd. and Chairman of Hong-
Cheng Development and Construction Co., Ltd.
for over five years.

Independe
nt
Director

Lin,
Kuei-
Hong

®Professional qualification:

He is an Independent Director of the Company,
and possesses expertise in business, finance, and
accounting, as well as those required by the
Company’s operations.

®Experience:
He held the position as the Head of LOHAS
Outdoor Products Enterprise for over five years.

Independe
nt
Director

Wu,
Chung-
Shu
(Note 2),

®Professional qualification:

He is an Independent Director of the Company,
and possesses expertise in business, finance, and
accounting, as well as those required by the
Company’s operations.

®Experience:

He has more than five years of working
experience as the Chairman of the Chung-Hua
Institution for Economic Research, an advisor for
the Chung-Hua Institution for Economic
Research, and Chairman of the Taiwan Academy
of Banking and Finance.

Independe
nt
Director

Fu, Tsu-
Sheng
(Note 3),

®Professional qualification:
He is an Independent Director of the Company,
and possesses expertise in law.

®Experience:

He has more than five years of working
experience as an attorney-at-Law at Joseph Fu
Law Firm and as a senior partner attorney at
Baker & McKenzie.

Independe
nt
Director

Chang,
Hsien-

(Note 4),

® Professional qualification:
He has experience in finance or accounting and is
a member of the Company’s Remuneration
Committee, Audit Committee and Nomination
Committee.
®Experience:
More than five years of work experience as the
president of “Tang Zhe Enterprise”and* “Wei Dao

Ltd.”

None of the circumstances stated in Paragraph 1,
Article 6 of the “Regulations Governing the
Appointment and Exercise of Powers by the
Remuneration Committee of a Company Whose
Stock is Listed on the Taiwan Stock Exchange or
the Taipei Exchange” occurred two years prior to
the election and during the term of office.

None

None

None

(Note 3)

(Note 4)

Note 1: Independent status compliance: should specify their independent status, including but not limited to whether oneself, relatives of Spouse, within
the Second Degree of Kinship, etc. serve as directors, supervisors, or employees of the company or its affiliated companies; oneself, relatives of Spouse,
within the Second Degree of Kinship, etc. (using the name of others) hold the number and proportion of shares of the company; whether they serve as
directors, supervisors, or employees of companies with specific relationships with the company (refer to the Section 5 to 8, Paragraph 1, Article 6 of the
“Regulations Governing Appointment of Independent Directors and Compliance Matters for Public Companies”); provide the company or its affiliated
companies with business, legal affairs, financial and accounting in the last 2 years The amount of remuneration obtained for accounting and other services.
Note 2: Independent Director Wu, Chung-Shu was re-elected at the Shareholders’ Meeting on June 9 2023.
Note 3: Independent Director Fu Zu-Sheng was re-elected at the Shareholders” Meeting on June 9 2023, and resigned on August 31, 2023.
Note 4: Independent Director Chang, Hsien-Ta, retired after the Shareholders’ Meeting re-election on June 9, 2023.

2.Duties and Operation of the Remuneration Committee:
(1) Meetings of Remuneration Committee
The Committee shall, with great prudence, faithfully perform the following functions and
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I. Review the regulations regularly and put forth amendments.

II. Formulate and regularly review the directors’, and managers’ annual performance evaluation
and remuneration policies, systems, standards, and structures.

III. Regularly evaluate and determine the content and amount of remuneration to directors and
managers.

When performing the functions and responsibilities mentioned in the preceding paragraph, the

Committee shall follow the following principles:

I. The performance evaluation and remuneration to directors and managers shall be based on
the general payment level in the industry, with the consideration for the reasonableness of
the linkage with personal performance, responsibilities, the Company’s operating
performance, and future risks.

II. Shall not guide directors and managers to engage in behavior that exceeds the Company’s
risk appetite in pursuit of remuneration.

II1. The percentage of the short-term performance bonus for directors and senior managers and
the payment time of part of the variable pay shall be determined in consideration of the
characteristics of the industry and the nature of the Company’s business.

The salary and remuneration referred to in this paragraph include cash remuneration, stock
options, dividends, pension benefits or severance payments, various allowances, and other
measures with substantive incentives.

If a subsidiary’s director and manager salary and remuneration matters must be approved by
the Company’s board of directors according to the subsidiary’s hierarchy principle, the
committee shall make suggestions first before submitting it to the Board of Directors for
discussion.

(2) Operation of the Remuneration Committee
I. The Remuneration Committee consists of 3 members.
II. The term of office starts from June 26, 2023 and ends on June 8, 2026. A total of 3 meetings
of the the Remuneration Committee (A) were held during the most recent year. The
qualifications and attendance of the members are as follows:

Times of Times of Attendance
Title Name Attendance Attendan Rate (%) Note
in Person ce by (B/A)(Note)
(B) Proxy
Re-elected at the re-election of
he shareholders’ meeting on
Hong, Yu- t g
Convener Y1g1an 6 0 100 June 9, 2023; attended 6 board
meetings.
Re-appointment after the
b Lin, Kuei- Shargholder s Meeting re-
Member Hong 6 0 100 election of June 9, 2023;
attended 6 board meetings.
Appointed at the re-election of
Wu, the shareholders’ meeting on
Member Chung- 3 0 100 June 9, 2023; attended 3 board
Shu meetings.
Appointed after the
Shareholder’s Meeting re-
Fu, Tsu- election of June 9, 2023;
Member i 1 0 100 . ’ 2
Sheng resigned on August 31, 2023;
attended 1 meeting.
Retired after the Shareholder’s
Mermber Chang, ; 0 100 g/(l)eze;t.mg re;elzc}tlct))n 01:1 June 9,
Hsien-Ta ; attende oart
meetings.

Note: The General Shareholders” Meeting will be fully re-elected on June 9, 2023. Before the re-election, it will be held 3 times, from January 1, 2023, to

June 8, 2023. After the re-election, it will be held 3 times, from June 9, 2023, to December 31, 2023, for a total of 6 times. Other matters to be recorded:

1. If the Board of Directors rejects or amends the suggestions of the Remuneration Committee, the date and session of the Board meeting, contents of the
proposal, and resolution of the Board of Directors as well as the Company’s actions in response to the opinions of the Remuneration Committee (if
remuneration approved by the Board is better than that proposed by the Remuneration Committee, for example) should be stated: None.

II. Regarding resolutions of the meeting of the Remuneration Committee, if there is any written record or statement pertaining to members” objections or
reservations, the date and term of the Remuneration Committee meeting, contents of the proposal, the opinion of the said member, and the actions in
response to the said opinion should be stated: None.
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(3) Discussion and resolutions of the 2022 Remuneration Committee, and the Company’s handling of

members’ opinions

Meetings of
Remuneration
Committee

Important Motion
Summary

Resolutions of the
Remuneration
Committee

Action in Response
to the Remuneration
Committee's
Opinions

January 13, 2023
The 9th meeting of
the 4th-term

Reviewed the Company 2021°s
year-end bonus distribution plan for
managers, and submitted it for
approval.

Reviewed the Company’s 2022 year-
end bonus distribution plan for
Director and Zerova managers.

The directors and independent directors
are the stakeholders of the case, and they
left the meeting one by one in accordance
with the conflict of interest system when
deliberating on individual remunerations,
and did not participate in the discussion
and voting. After the Chairman consulted
all the members present,

the motion was passed without objection.

Passed without
objection

March 9, 2023
The 10th meeting of
the 4th-term

Reviewed the distribution of]
employee compensation and the
directors’ remuneration proposal of]
2022.

After the Chairman consulted all the
members present, the motion was passed
without objection.

Passed without
objection

April 21,2023
The 11th meeting of
the 4th-term

Reviewed the remuneration
adjustment proposal for the
Company’ managers.

Reviewed the remuneration
adjustment proposal for the
Company’s directors and managers
of Zerova.

The directors and independent directors
are the stakeholders of the case, and they
left the meeting one by one in accordance
with the conflict of interest system when
deliberating on individual remunerations,
and did not participate in the discussion
and voting. After the Chairman consulted
all the members present,

the motion was passed without objection.

Passed without
objection

August 11,2023
The 1st meeting of
the Sth-term

‘Reviewed the Company’s Director
Remuneration Distribution Proposal
for 2022.

‘Reviewed the remuneration
adjustment proposal for the
Company’ managers.

‘Reviewed the amendments to the
Company’s “Rules and Regulations
Governing the Organization of the
Audit Committee”.

‘Reviewed the remuneration of
managers for their part-time
employment in Zerova.

The directors and independent directors
are the stakeholders of the case, and they
left the meeting one by one in accordance
with the conflict of interest system when
deliberating on individual remunerations,
and did not participate in the discussion
and voting. After the Chairman consulted
all the members present, the motion was
passed without objection.

Passed without
objection

112.09.05
The 2nd meeting of
the Sth-term

‘Reviewed whether directors of the
Company who concurrently serve as|
managers of Zerova can participate
in Phihong Technology’s cash|
capital increase and subscription
shares.

‘Reviewed whether the Company’s
managers can subscribe for shares
through cash capital increase.

The directors and independent directors
are the stakeholders of the case, and they
left the meeting one by one in accordance
with the conflict of interest system when
deliberating on individual remunerations,
and did not participate in the discussion
and voting. After the Chairman consulted
all the members present, the motion was
passed without objection.

Passed without
objection

November 09, 2023
The 3rd meeting of
the 5th-term

Reviewed the Company 2022’s
year-end bonus distribution plan for
managers.

After the Chairman consulted all the
members present, the motion was passed
without objection.

Passed without
objection

(V) Operating Status of the Audit Committee

1. Qualifications and Responsibilities of
(1) Nomination Committee Members:
Qualifications for Appointment of Nomination Committee Members:
The committee is composed of at least three directors nominated by the Board of
Directors, in which more than half of the independent directors shall participate.
(2) Duties of Nomination Committee Members:
Under the authorization of the Board of Directors, the committee shall, with great
prudence, faithfully perform the following functions and powers, and submit the
recommendations to the Board of Directors for discussion:
1. Set expertise, technology, experience, gender and other diversity and independent
background standards required by directors and hunt independent directors, identify,
review and nominate directors and independent director candidates accordingly.
II. Establish and develop the organizational structure of the Board of Directors and various
committees, conduct performance evaluations of the Board of Directors and each director,
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and evaluate the independence of independent directors.
II1. Establish or examine directors’ continuing education.
I'V. Establish the Corporate Governance Best Practice Principles of the Company.
2. Professional qualifications, experience and operation of members of the Nomination
Committee:
I. The Company’s Nomination Committee consists of three members.

II/ The term of office starts from June 26, 2023 and ends on June 8, 2026. A total of 3 meetings
of the Remuneration Committee (A) were held during the most recent year. The professional
qualifications the experience, of the members are as and the Discussed follows:

q q q Times of Times of
Title Nt Professnl(%nal Quallﬁcatlon and Attendance in |Attendanc A]tgt&ndance Rate Note
xperience Person (B) e by Proxy (BIA)
Education: PhD in Management, University of
Sydney, Australia Re-elected at the re-
Convener Hong, Yu- |Experience: Director of the News Department, Chiayi 3 0 100% election  of  the
Yuan County Government; Associate Professor and Head of] general shareholders’
the Department of National Enterprises, Toko meeting on June 9,
University. Current Position: Chairman of San Kuei 2023; attended 3
Construction Co., Ltd. Professional qualifications: He board meetings.
is an Independent Director of the Company, and
possesses expertise in business, finance, and
accounting, as well as those required by the Company’s
operations.
Education: Department of Public Administration,
Tamkang University
Member Lin, Kuei- |Experience: Head of LOHAS Outdoor Products 3 0 100%
Hong Enterprise. Current position: Head of LOHAS Outdoor
Products Enterprise. Professional qualifications: He is
an Independent Director of the Company, and possesses
expertise in business, finance, and accounting, as well
as those required by the Company’s operations.
Education: PhD in Economics from Northwestern
University, US Appointed at the re-
Member Wu, Experience: Chairman of the Taiwan Academy of 1 0 100% election  of  the
Chung-  |Banking and Finance, Chairman of the Chung-Hua general shareholders’
Shu Institution for Economic Research meeting on June 9,
Current position: Chairman of the Taiwan Institute of 2023; attended 1
Economic Research board meetings.
Professional qualification: He is an Independent
Director of the Company, and possesses expertise in
business, finance, and accounting, as well as those
required by the Company’s operations.
Education: Taibei High School
Experience: Chairman of Wei Dao Ltd. and Head of Retired after the re-
Member Chang, |Tang Zhe Enterprise 2 0 100% election  of  the
Hsien-Ta |Professional qualification: He is an Independent general shareholders’
Director of the Company, and possesses expertise in meeting on June 9,
business, finance, and accounting, as well as those 2023; attended 2
required by the Company’s operations. board meetings.
Education: Bachelor of Laws, Department of Law
Program, NTU Appointed after the
Member Fu, Tsu- |Experience: He has more than five years of working - - - Shareholder’s
Sheng experience as an attorney-at-Law at Joseph Fu Law Meeting re-election
Firm and as a senior partner attorney at Baker & of June 9, 2023;
McKenzie. resigned has August
Professional qualification: He is an Independent 31, 2023; attended 0
Director of the Company, and possesses expertise in Comprehensive.
law.

Other matters to be recorded:

The meeting date, period, and content of the main proposals of the Nomination Committee, the content of the proposals or objections of the members of the
Nomination Committee, the results of the resolutions of the Nomination Committee,
and the Company’s handling of the opinions of the Nomination Committee: None.

3. Discussions and Resolutions of the Nomination Committee in 2023

Meetings of
Nomination
Remuneration
Committee

Important Motion
Summary

Resolution

April 21, 2023

2022

The Company’s Performance Proposal of the Board of Directors for

Passed without objection

Nomination of Directors and Independent Director Candidates List

Passed without objection

April 28,2023

2023

Adjustment of the list of director and independent director candidates
proposed by the 21st meeting of the 14th Board of Directors on April 21,

Passed without objection

December 20, 2023

Amendments to the Company’s “Board of Directors
Evaluation Measures”

Performance

Passed without objection
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(V) Implementation of the promotion of sustainable development and the differences and reasons for the rules of practice for sustainable development of
TWSE/TPEx Listed Companies

Imple Deviations from the
mentat Sustainable Development
. ion Best Practice Principles for]
Promoting TWSE/TPEx Listed
1tems Yes| No Summar Companies and Reasons
y Thereof
I. Does the Company establish a governance Sustainable Development Committee
structure  to  promote  sustainable . S . .
development and set up an exclusively To execute ESG strategy promothP and foster cross-departmental cc.)mm’l’n'ncatlon for Verthcal and parallel cooperation, | 1, compliance with the
(concurrently) dedicated unit to implement Phlhor}’ghofﬁmally established the Sustamab}e Development Committee” in 2014 and the %usta.mable Development Sustainable Development
sustainable development (operated by the | V Office” in 2021. To strengthen the Company’s sustainable governance structure, the role of “ Chief Sustainability Best Practice Principles for

senior management upon authorization by
the Board of Directors) and supervised by
the Board of Directors?

Officer ” was created in September 2023, held by a special assistant in the General Manager’s office.

The “Sustainable Development Committee” is chaired by the General Manager of the Company and consists of seven
functional groups. The committee structure is composed of first-level managers of each group (division). For
operational matters, monthly meetings are held to confirm that the implementation of ESG goals and project
development are in line with the Company’s sustainable development policy. Starting from 2023, the Chief
Sustainability Officer will report to the Board of Directors regularly every quarter. The contents of the four reports in
2023 include: planning for the inclusion of global locations in the greenhouse gas inventory in response to the request of
the Financial Supervisory Commission; planning for convergence with the IFRS S1 and S2 standards for continuous
disclosure of financial reports; and approval of the ESG material issues and reports, among other matters.

TWSE/TPEx Listed

Companies.

[Phihong’s Sustainable Development
Committee]
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Sustainability Policies

In order to implement sustainable development, Phihong compiled the “Code of Practice for
Sustainable Development” in 2022, which was approved by the Board of Directors. The four major
policies of (1) implementing corporate governance, (2) developing a sustainable environment, (3)
safeguarding social welfare, and (4) strengthening the disclosure of corporate social responsibilit
information are clearly defined as the highest guiding principles for Phihong to promote sustainable
development. Meanwgile, the Company has also formulated the “Regulations on the Establishment
of the Sustainable Development Committee”, “Corporate Governance Best Practice Principles”,
“Code of Corporate Ethics and Business Conduct”, and “Ethical Corporate Management Best
Practice Principles”, among other regulations. These can be updated at any time in line with
international trends, recommendations from competent authorities, and the requirements of actual
operations.

Main Responsibilities of the Sustainable Development Committee

* Develop and promote sustainable development policies and help integrate corporate sustainable
development values into the Company’s business strategies.

* Review the goals, strategies, and action plans of the Company’s sustainable development policies,
and review their effectiveness.

* Guide a?d track the progress and performance improvement of each sustainable development
action plan.

* Responsible for the compilation and publication of the ESG sustainable report

5o £y ©
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Deviations from the

accordance with the materiality
principles, and formulate relevant
risk management policies or
strategies?

Risk
Identificati
on

Operational Impact

Counterme
asures

® Develop emergency response plans to
reduce the impact of electricity and water
outages

® Set up generators, uninterruptible power

Business _
Opportunities

Accelerate the improvement of]

al and climate
change

management

Management of air, water,
hazardous waste and noise
pollution

En Eelctricity Disruptions in operations due supply systems, and evaluate the introduction |2ST8Y and  resource  usg
: and Water to public facilities such as O efficiency, introduce the use of]
viro | g s of energy storage facilities, among other
upply electricity and water resources renewable energy, and
nme Disruptions  |being disrupted nieasures. establish an energy and]
nt(E ® Establish in-plant water storage and external
A resource emergencyj
) water source support mechanisms; :
. : mechanism
and implement water-saving and power-
saving measures
*Examine international environmental
Greenhouse gas emission protection trend set environmental protection
Environment |Energy Resources policy that meets operational demands

*Conduct disaster prevention monitoring and

drills on emergency response and recovery

ability

*For impact or threat and response strategy,
please refer to the attached

“Climate Change Risks and Opportunities”

For potential opportunities,
please refer to the “Climate
Change Response” section

Implementation Sustainable
q Development Best
Pr?motlng Practice PPrinciples for
items Yes| No Summary TWSE/TPEx Listed
Companies and
Reasons Thereof
Risk Management Policies
Phihong is involved in the manufacturing of electrical components. Operations and finances may be negatively
impacted by a variety of events, including natural disasters, accidents caused by humans, the introduction of
new technology, shifts in the global political and economic situation, modifications to laws and regulations, or
other factors.
With a comprehensive risk management organizational structure, cross-organizational collaboration, and a
strong enterprise risk management (ERM) system, Phihong has strengthened the resilience and sustainable
development of its stable operations. The Company’s sustainable development and profitability may be
impacted by a variety of strategic, operational, financial, and hazardous risks (such as earthquakes, fires, water
and electricity supply disruptions, and climate change), which can be identified, integrated, managed, reduced,
avoided, transferred, and so on. Potential risks can be managed within a reasonable range by using management
strategies and procedures, which can even convert them into opportunities for operations.
Risk Monitoring and Identification
Phihong assesses and verifies potential risks and their impacts in both the exterior and internal environments.
Eight hazards were discovered in 2023 and developed for several risk projects, focusing on the operations,
technology, information security, facilities, supply chain, finance, and personnel of the company. To ensure
. operational sustainability, we have assigned specialized responsibilities for impact response and management
II. Does the Company conduct risk and set protocols for early warning, response, crisis management, and recovery operations. . .
assessments of environmental, In compliance with
social, and corporate governance Operations and Management Risk Analysis Table the Sustainable
issues in relation to its operations in v Development Best

Practice Principles
for TWSE/TPEx
Listed Companies.
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Due to the spread of the infectiou;
disease, the production line was

*To guarantee the safety of personnel online
and resume operations, implement the

Rapidly and carefully plan for
the normal output, exerting ouf]

The threat of |suspended as employees of the [epidemic prevention organization and SOP crisis management abilities,
major Company were unable to arrive af mechanism. striving for customers’ trust,
infectious work and materials could not be [®Employees work on alternate timing or work | and more business
diseases delivered to the Company, remotely for risk sharing opportunities.
resulting in the Company being | *Reinforce relationships with partners in the
unable to meet customers’ supply chain, share and respond to the supply
requirements. chain pandemic control system.
Soci
ety(S *Examination of occupational hazards and
) Work injury and public safety operations to avoid employee exposure to Reduce and prevent the chancg
events impacting company’s hazards of work disaster from
Work safety |normal operations. Damage to *Intensify everyday safety awareness and occurring; ensure the safety of
risks personnel, property, and factory [drills; when encountering disasters, public personnel and property to
halting work due to serious safety incidence, immediate activation of task | promote the trust of the
differences team to perform rescue operations stakeholders in the Company’s|
*Enhance labor-capital negotiation channel, |continued operations
establish harmonious labor-capital relations
*Implement health checks for employees
Due to leaks, theft, breakage, and| ®Information system remote restoration drills
other human factors or natural are conducted twice a year to simulate any Construct highly dependable
disaster damage, resulting in natural disaster (such as earthquake, fire, and |information security
Information | company or personal information| flood), or loss of information due to human | management system to contain|
security loss and/or external/internal factors to ensure the fastest restoring method [any possible communication
risk communication system of the operations system disruption, data loss and leak
malfunction that leads to *Maintain two-carrier service at all times in order to earn the trust and
company losses and even damage| ensure normal external operations Enhance | support of all the stakeholders
to company reputation system encryption ability and password in the Company
management
*Implement employee training and promotion.
strengthen information security management
and employees’ awareness of legal
compliance
Violation of honesty and integrity]
Cor principles of operation resulting | ® All new Phihong employees must receive
pora in company’s loss. After the “Code of Corporate Ethics and Business All employees must abide by
te Ethics risk corruption risk assessment was | Conduct” training at the time of reporting to [ the Code of Corporate Ethics
Gov conducted regarding different duty, and affix signature afterwards. ~ |and Business Conduct, and
erna fields of risks in each of *Promote the importance and implementation | fully execute honesty and
Phihong’s plants in 2021, of honesty and integrity through education at |integrity of operations
?CC}‘; material risks were identified as |regular intervals

49




Promoting
items

Implementation

No

Summary

Deviations from the
Sustainable
Development Best
Practice Principles for
TWSE/TPEXx Listed
Companies and
Reasons Thereof

accepting inappropriate gifts or
money or using entertainment
expenditures in exchange for
returns from suppliers
concerning items, services, and

preferential treatment in tenders.

Financial risk

¢ Interest rate, exchange rate
fluctuations affect financial
income and expenditure, impact

financial leverage, inflation risk.

* Tax barriers inhibit ordering
intentions of customers and
results in increase in production
cost, supply chain is impeded.

* Assess interest rate exposed to risk and the
degree of impact of the floating interest rate.
*Exchange rate risk adopts natural risk
avoidance. Investment of short-term funds is
mainly in time deposit account and
investment product that has liquidity and
safety capital with good return. No high-risk,
high-leverage investments.

* Applying loan quota cash flow from
disposing of idle assets pay for operational
funding and long-term capital expense.

¢ Actively deploy in Vietnam with effective
flexibility to reduce the impact from trade
tariffs.

® Manage the impact on asset
and cash flow by interest rate
and exchange rate for a stable
financial operation.

® Enhance operations and
production response
capability; expand supply
partnership and sustainability
capability.

¢ Comply with the governmen
investment benefit, continue to
fortify research and
development ability and
technology talents in Taiwan’s
headquarters. Deploy
production bases outside of
China.

Supplier risks

Suppliers are unable to
provide raw materials as
scheduled, affecting normal
operations and shipments

*Review the inventory management
mechanism and ‘real-time material supply
alert system’

*Replacement material supplier mechanism
to ensure stable sources of materials without
the risk of supply disruption.

*Regularly perform supplier BCP audits and
assist suppliers in establishing risk
management mechanisms.

Enhance sustainabld
partnerships with suppliers td
achieve the demand and
expectations of customers fol
mutual prosperity.

Organization Risk Alert
Relevant Company units monitor changes and risks in both domestic and international business
environments, make sure that company policies and government regulations are followed, and keep up the
following effective risk control measures:

Financial risk control
No high-risk, high-leverage investments. Exchange rate risks are reduced through natural hedging and borrowing
US dollar liabilities
Investment of short-term idle funds mainly in time deposit account and investment product that has liquidity and
safety for capital with good return
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Cash inflow from the capital increase through the private offering of ordinary shares and the issuance of
five-year fixed-rate corporate bonds and the financing line applied for from financial institutions will be used
to pay for operational funding and long-term capital expense

Operational risk control
Phihong Technology deeply understands the uncertain risks of natural disasters and accidents which can exert
major impact on the company’s production operations and personnel safety. Therefore, we face the scope of
disaster risk management with active prevention management and also with a stringent risk management plan
and safety regulations to achieve the highest standard of the power supply industry. To ensure that after the
occurrence of a disaster (including fire, earthquake, typhoon, water breakage, power outage, war, political
unrest, terrorist attack, food poisoning, legally infectious disease, environmental pollution) a quick recovery to
normal operations, reduction of the Company’s and customers’ property loss, and upholding company
reputation and employee safety are possible, we utilize insurance to manage and prevent risks, making sure that
we can completely cover the risks of loss or damage to covered property brought on by unforeseen and sudden
accidents within the insurance period. Operational risks are transferred and potential losses are reduced through
insurance planning and fixed insurance premium costs.

III. Environmental issues

(I) Does the Company establish a
suitable environmental
management system based on its
industrial characteristics?

With the goal of environmentally sustainable development, Phihong Technology actively promotes the
research and development and manufacturing of green products, and strives to manage hazardous substances,
improve the energy efficiency of power products, and increase the proportion of product recycling. Through
the division of labor, we actively implement the management of various environmental protection measures
and expect all colleagues to enhance their environmental awareness and identify with the promotion of
environmental protection and setting goals while actively participating in our corporate culture of
environmental sustainability.

The Four Elements of Environment Management
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In compliance
with the
Sustainable
Development
Best Practice
Principles for
TWSE/TPEx
Listed
Companies.
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Phihong keeps up with global environmental trends and issues. We take a prudent approach to fully promoting environmental
policies and related activities, implementing pollution prevention, creating a great working environment, and protecting the
physical and mental health of employees. In addition to adhering to environmental laws and regulations in the areas where its
global operations are located, we also fulfill our corporate responsibility of adhering to environmental protection laws.
Environment Policy

Combining the spirit of PLAN, DO, CHECK, ACTION (PDCA) and CONFIRM to promote environmental management,
reduce and prevent the generation of environmental impact.

Systematic management for prompting environmental achievement for energy savings, continued improvement and
pollution prevention.

Compliance with environmental laws and regulations and the requirements by customers in regard to waste (sewage)
water, exhaust gas, waste, noise, chemicals, forbidden and toxic materials, and to promote and execute such compliance.

Regularly review the environmental targets and objects and disclose environmental results.

Phihong is actively working with its
suppliers to promote environmental
and green product management o 8
systems in line with customer needs. ES \ ?\ES )
Zerova received its ISO 14001 CERTIFICATE Vv‘ CERTIFICATE DY
certification for the first time in
2023. 2015 Environmental

#HkF

%l}?nagemelit SYStenll Clertlﬁcztlon AEEA LA RN :er::;a Te;hnologies Corp.
e groupa SO regu ar y con uCtS SATARREN- WIS No. 95, Zh \an 1st St., Yongkang Dist., Tainan City 710006, Taiwan
internal audits and third-party ST ARBE -0 No. 95, Zhenghan 14t L., Yoagkang D Tanan it 710006, Tava
verification annually in order to s s b s and ot ¢ acordnce it he resremerts o

3 M 150 14001:2015 standard detaied below
guarantee compliance with ISO 150 14001:2015

b By . . wERD ~R
14001 (lateSt Vahdlty perlOd' RE - NELTR Design and manufacture of EV (Electric Vehicle Charger)

2024.2.23-2027.2.22), ISO 14064-1,

and other relevant environmental

standards.

To assess and improve

environmental performance and

enhance the environmental

management system, adopt more

sustainable international standards.

Beginning with the four core TR Ui
elements of climate change, green & .
products, pollution prevention and

control, and safeguarding the

environment for all workers, the

product life cycle approach is

applied, covering product design,

raw material procurement,

manufacturing processes, plant operations, final products, after-sale services, and waste management, among
other aspects. Implement comprehensive management strategies to mitigate the adverse effects of climate change
and environmental degradation over the whole life cycle of the product.

fcate No. ARES,

Authorized by :

)

ation Co., Ltd
Tainas City 708, Taiwan
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Carbon Disclosure Group (CDP) is the most internationally credible environmental sustainability assessment organization in
the climate sector. Phihong has been participating in the CDP supply chain program for a long time. In 2023, the two
questionnaire responses on “Climate Change” and “Water Security” were both rated C. Among them, the climate questionnaire
evaluation result was one grade lower than the performance in 2022. Phihong will review and formulate items that need
improvement based on the feedback from the CDP.
We are committed to adjusting and mitigating greenhouse gas emissions, and we will continue to pay attention to global
climate change trends and international response directions while conducting analysis and control measures in the future. We
will also consider climate change as a major issue for corporate sustainable development and one of the major risk projects.
(II) Is the Company dedicated to improving the | V In compliance with

utilization efficiency of energy and using
recycled materials with a minimal adverse
impact on the environment?

In response to the problem of climate change, nations and businesses everywhere are actively pledging to cut back on carbon
emissions. In response to the movement toward net-zero emissions, Phihong chose high-energy-efficiency machinery for its
plants in 2022 and upholds the principles of green production, circular economy, and environmental friendliness. 2020 saw the
introduction of the ISO 50001 energy management system and intelligent management, which included everything from
setting up an energy management system to tracking energy consumption. In 2023, system certification and construction
were anticipated to be finished. We’re excited to use it in a variety of ways. It will help to achieve sustainable development
and contribute to the protection of the environment. In 2023, we saved over 355,000 kWh of power usage at the Linkou
headquarters compared to the base year, which was primarily due to the replacement of the 1S0RT AC machine chiller in
2023, which resulted in power savings. In 2023, each plant implemented energy-saving planning and carbon reduction-related
projects as detailed in the table below:

Plant | Energy Main fnvestment Execution status Expected benefits
SRR P implementation amount
projects (NT$1.0 M)
Air Elimination of 150RT 430 Construction will begin in Q2
Conditioning |of energy consumption 0f 2023, and it will be It is expected to save 20,000 kWh of
Linko | System AC machine chiller officially put into operation |electricity and reduce carbon
u in June of the same year. emissions by 12.12 tons of CO2e
headq | Air Combines ice and 180 Construction will begin in Q2|annually.
uarters | Conditioning |water pipelines and 0f 2023, and it will be
System regulates them officially put into operation
in May of the same year.
Energy saving | Construction of energy 200 Construction will begin in Q2|1It is expected to save 10,000 kWh of
software management software 0f 2023, and it will be electricity
at Linkou Headquarters officially put into operation |and reduce carbon emissions by 6.06
in July of the same year. tons of CO2e annually.

the Sustainable
Development  Best
Practice  Principles
for TWSE/TPEx
Listed Companies.
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Construction of rooftop

The initial plant rooftop solar

Expected annual green power

solar power generation 2,500 | construction plan for 2023 has generation after completion: Phase I:
systems for the first and been revised based on the Tainan | 366,000 kWh of green power, with
third phases of the plant re-planning and plant an annual carbon emissions reduction|
Tainan plant building plan. The first phase is | of 181 tons of CO2e. Phase III:
Zerova anticipated to be constructed in | 467,000 kWh of green power, with
2024, and the third phase is an annual carbon emissions reduction
expected to be constructed in of 231 tons of CO2e:
2025.
Repaired energy Based on the re-planning of the
Energy management platform at 400 | Tainan plant, the original 2023 | Data-based monitoring of energy
Monitoring | Tainan plant; added Phase I plant energy management | management to improve energy
energy monitoring system plan has been updated to | usage management efficiency
function 2024.
Air Energy-saving Construction in December 2023, |It is expected that the annual
compressor |renovation plan for air 264 | operations begin in January 2024 | electricity saving can reach 400,000
compressors in the kWh and the annual carbon emission
Tiesong plant reduction is 228 tons of CO2e.
Electrical | Energy-saving Shared | Due to the relocation of part of | The objective remains to reduce
Taiwan [Equipment |renovation plan for Energy |the Tiesong plant area to increase | annual electricity use by 200,000 to
Dongg cabinet centrifugal fans | Savings |production efficiency, the original| 250,000 kWh.
uan in the Tiesong plant Cooperat | planned renovation plan in 2023
ion has been delayed, and it is
Model expected to be re-evaluated and
planned in 2024
Construction of solar | Shared |In 2023, the construction of |[Itis expected to generate 2 million
Green power generation | Energy |solar power generation systems |kWh of green electricity annually.
power systems for first, second | Savings |for the first, second and third |The actual total power generation in
System and third phases of the | Cooperat |[phases of the plant was [2023 was 1.15 million kWh. The
plant ion completed and connected to the |annual carbon reduction reached
Model grid for official power supply. 949.92 tons of CO2e.
Air Selection of magnetic Compared with conventional
Condition |levitating ice and water | 2146.36 |In operational use equipment, it saves 1.26 million kWh
Haipho | ing energy-saving air- of electricity and reduces carbon
ng System conditioners for central emissions by 909.8 tons of CO2e
Phihon air-conditioning in the annually
g plant
Heat To recover heat energy Compared with conventional
Recovery |for domestic hot water, 395.35 |In operational use equipment, it saves 2.5 million kWh

choose an energy-
efficient full heat
recovery air
conditioning system.

of electricity and reduces carbon
emissions by 1,805 tons of CO2e
annually
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Lighti |LED lighting fixtures
ng and solar-powered street
equip |lights are used

ment |throughout the plant

206.17 In operational use

Compared with conventional
equipment, it saves 7.5 million kWh
of electricity and reduces carbon
emissions by 5,416 tons

of CO2e annually

Plastic Cycle (PCR) Power Supply Design

Post-Consumer Recycled materials (PCR) stands for “materials that can be reused after being processed through certain procedures”; recycled
materials are another name for this kind of material. All of Phihong’s current plastic products are composed of recyclable materials. In addition
to costing more than current materials, PCR plastic—which meets requirements and has a particular percentage of plastic—will also be less
reliable and impact-resistant. PCR materials are essentially composite materials, after all. The broad implementation of PCR is anticipated in
the near future, and Phihong will persist in its pursuit of green technology as its purpose. The introduction of PCR ratio will be implemented
in 3 phases. We will primarily introduce 30%—-50% PCR products in 2024. Afterward, its horizontal expansion will be dependent upon the
demands of our customers. The percentage of PCR will rise to 70% by 2026. More than 90% of PCR products will be introduced by 2028,

progressively fulfilling our obligation to maintain environmental sustainability.

(PCR process)

Plastic recycling, recycling
(PCR) process

-
e

.3

(PIR prc
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future potential risks and opportunities of
climate change to the Company, and adopt
corresponding measures?

Climate change is causing a huge impact on the global environment, economy and society. Whether now or in the future,

climate change will bring significant risks and opportunities
to the financial aspects of business operations. Therefore, it
is included as one of the key strategies for Phihong’s
sustainable development. In response to the challenges
posed by climate change, Phihong formally signed the “Task
Force on Climate-related Financial Disclosure (TCFD)” in
2022, which is in line with international standards. We can
clearly understand the potential effects of climate change
risks and opportunities on the company's operational

processes and strategies through the establishment of a comprehensive process for identifying climate change risks and
opportunities and the quantification of financial impacts. We can also effectively monitor, control, and respond to climate-
related issues, grasp the opportunity for operational innovation and development, and implement various sustainable
management measures to proactively move forward toward the low-carbon economy transformation's goals and visions.

Promoting Implementation Deviations from the
items Sustainable
Ye| No Summary Development Best
Practice Principles for
S TWSE/TPEX Listed
Companies and
Reasons Thereof
kg CO2 eq. for lkg resin material
PCR 30% |Reduce 0.5~1kg
CO, PCR 50% |Reduce 1.25~1.7 kg
PCR 70% |Reduce 2~2.3 kg
PCR 90% |Reduce 2.5~3kg
(Carbon reduce)
MIJ(Mega joules) for kg resin material
PCR 30% |Reduce 23~30 MJ (Saving 6.4~8.4 kWh)
PCR 50% |Reduce 40~45 MJ (Saving 11.1~12.5 kWh)
PCR 70% |Reduce 60~65 MJ (Saving 16.6~18 kWh)
PCR 90% |Reduce 70~80 MJ (Saving 19.4~22.2 kWh)
1L Petrol=33~36 MJ
I 1kWh=3.6 MJ
(Energy demand)
(IIT) Does the Company assess the current and | V In compliance with

the Sustainable
Development  Best
Practice  Principles
for TWSE/TPEx
Listed Companies.

56




Promoting Implementation Deviations from the
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(IV) Does the Company count the | V Operationa Risk type Potential risk of Opportunity Potentia Management In compliance
greenhouse gas emissions, water l]f:'v“elzszt DEQPERHA IS type Opphr ‘o meastres and actions | | With the
consumption, and total weight of nity for Sustainable
waste in the past two years, and financia Development
formulate policies on reduction S — — Il benefit T Best Practice
ransforma aws and regulations, nhance mprove .Introducing an ener: s
of greenhouse gas and water Requiremen ion Risks policies, I'edlg.lC tion company corgpany management %ystem, iﬁztalling an Prmmples for
consumption, or other waste ts by - | targets: resilience ES? energy management platform and TWSE/TPEx
regulations Compulsory Net Zero Emissions by performa monitoring system, and ;
management? or laws and 2050 nce and constructing solar power Listed .
agreements regulations, Corporate Governance 3.0 market generation facilities on the roof of Compames.
agreements investme our plant. In 2023, Dongguan
-Technology nt value Phihong constructed 2,000KWp of
Risks solar power generation facilities to
be formally operated.
2.TCFD system constructs and
continuously manages short,
medium and long-term ESG
gerformance (ESG reporting).
. Actively cooperate with the
Financial Supervisory
Commission to enhance corporate
overnance.
.Responding to and disclosing
the sustainability disclosure
indicators of the Taiwan Stock
Exchange Corporation’s ““ Rules
Governing the Preparation and
Filing of Sustainability Reports by
TWSE Listed Companies”.
Supply Physical Supply chain Resilience - Enhance Introduce Business Continuity
disruptions Risks management: the supply supply chain supply Management (BCM)
-Immediate of raw materials is risk reduction chain
/long-term interrupted and the cost reliabilit
of sustainable energy in y and
the supply chain resilienc
increases e
Revenue
Shifts in Transformat Shifts in Market increase Enhance
Market ion Risks Preferences: customer Increase the cost of green product
Preferences -Market Customer requirements Increased market trust, research and development
-Technology | for green designs share competiti
veness
and
operating
income
Increased Physical Impact of extreme Enhance both Insure against related disasters.
severity of Risks weather events: Flooding self-resilience
extreme - caused by heavy rainfall and supply
weather Immediate/lon| during extreme weather, chain resilience
events such g-term typhoons, etc.

as typhoons
and floods

57




Promoting Implement Deviations from the
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Physical High Temperature To increase the efficiency of
Average Risks Impact: Increased electricity use, implement an
Temperatur - electricity consumption energy management system,
e Increase Immediate/lon| due to higher operating specifically an energy monitoring
g-term demand for air- system.
conditioning in offices Energy equipment is updated to
and factories as a result improve energy efficiency.
of high temperatures
Changes Physical Drought caused by No process water is used, and the
in rainfall | Risks extreme weather impact is minimal. Purchase of
(water) -Immediate potable water and air-
patterns and | /long-term conditioning water supply.
climate
models
Physical Flooding caused by rising Insure against related disaster risks.
Sea level Risks sea levels
Rise -Immediate
/long-term

Greenhouse Gas Inventory

Phihong conducted scope 1+2 greenhouse gas inventory work in accordance with ISO 14064-1:2018, set organizational
boundaries in accordance with the Operational Control Law, and set 2021 as the benchmark year for calculating and verifying
greenhouse gas emissions in order to implement energy conservation and carbon reduction and fully disclose corporate carbon
emissions and carbon reduction information. In addition, in line with the requirements of the Financial Supervisory
Commission, Phihong Group’s subsidiaries, main production bases and offices will be included in the scope of inspections on
annual basis. The goal is to complete 100% all-site inspections in 2025 and 100% verification in 2026. Furthermore, the results
of the materiality identification process led to an expansion of the Category 3 inventory’s scope. Apart from the established
inventory categories like energy loss and waste, other items such as employee commute and business travel were also listed.
In 2023, Phihong implemented the systematic management of carbon emission information through the online carbon
management platform, CarbonCloud, and the Sustainable Development Office coordinated the inventory data and verification
standards of each site. In 2023, the direct GHG emissions of Category 1 were 727.7034 metric tons of CO2e, the indirect GHG
emissions of energy sources of Category 2 (regional standard) were 23,853.6698 metric tons of CO2e, and the other indirect
emissions of Categories 3-6 were 2,966.0199 metric tons of CO2e, all of which have passed the third-party verification of ISO
14064-1.
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Trend chart of Category 1-2 total emissions in the past three years (t CO2e)

30,000.00
29,000.00 \
28,000.00
29,325.60
27,000.00
26,000.00
25,000.00
24,000.00
23,000.00 24.581.37
22,000.00
2021 2022 23
TotalFEmissions Reduction
Category 1-2 Greenhouse Gas Emissions by Plant (t CO2e)
Plant Linkou Zerova Dongguan Haiphong Total
Item Category headquarters plant plant Emissions
Fixed 0.0000 0.1737 0.0000 2.5998 2.7735
Combustion
pkls 7.6923 7.8699 39.4186 11.7800 66.7608
Combustion
Category 1|~ _Process 0.0025 0.0001 0.3430 0.2659 0.6115
(Direct) Emissions
Fugitive 31.5953 24.7574 391.8434 209.3615 657.5576
Emissions
Total 39.2901 32.8011 431.6050 224.0072 727.7034
Category 2 Purchased 764.9948 917.0820 12,325.2945 9,846.2985 23,853.669¢8
(Indirect) Electricity
Emissions 804.2849 949.8831 12,756.8995 10,070.3057 24,581.3732
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Emission Category/Year Phihong Group
2021 2022 2023 Compared to the
benchmark year
(2021)
Category 1 - Direct emissions 612.6; 756.6 727.7 18.80%
Category 2 - Indirect emissions 28,713.1 25,443.9 23,853.6698 -16.92%
Total Emissions 29,325.7] 26,200.5 24,581.3732 -16.60%
[Emissions strength 2.39 1.87 1.9932 -16.51%
(T-CO2¢,/ million Revenue)

Note; The GWP value for 2023 is derived from IPCC ARG; the coefficients of electricity emission are derived from the Energy

Administration of the Mll’llStIK of Economic, Affairs for Taiwan Phihon, §0.509 tCO2e/M ,Wh), from the Ministry of Ecology and

Environment of the People’s Republic of China for Dongguan Phihon, (% 703 tCO2e¢/MWh), and from the Department of Climate

tCCh(%%g? N([)\f)vt}lll)e Ministry of Natural Resources and Environment of the Socialist Republic of Viet Nam for Haiphong Phihong (0.7221
€ .

Category 3-4 Greenhouse Gas Emissions (t CO2¢)

Emissions source escription Emissions
Business Travel Including automobiles, high-speed rail, planes 201.4096
(Crittogy ] Including motorcycle, automobile, bus, subway.
(Transportation) Employee commuting otc ’ . 7 1695.6473
oA Product Use Including electricity, diesel, gasoline 2,053.0052
(Organizational use)  |Waste Removal Including transportation and disposal 15.9578
Total Emissions 2,966.0199

Greenhouse gas reduction

According to the greenhouse gas inventory results, Phihong’s main source of greenhouse gas emissions
is Category 2 purchased electricity, accounting for 86.59% of total greenhouse gas emissions.
Therefore, the main measures to reduce greenhouse gases are to improve energy use efficiency and
install renewable energy.

In 2023, the Group’s total Category 1+2 emissions were reduced by 4,744 tons of CO2e, or 16.18%,
compared to the benchmark year (2021), which translates to a reduction of 0.3968 tons of CO2e per
million of revenue. This is mainly due to the installation of a solar power system and the use of green
power, the replacement of old air conditioning and air chiller machines, and the adjustment of the
product structure strategy, which have contributed to the Group’s overall reduction in emission intensity
of 16.60%, demonstrating Phihong’s concern and proactive actions towards climate change and
sustainability goals.
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Phihong’s plant area is mostly used for product assembly processes. There is no large water demand and no wastewater is
produced. Most of the water demand is for domestic use. Phihong’s plants in Taiwan, China and Vietnam all use tap water.
Phihong only constructed a rainwater collection and utilization system for recycling and reuse, mostly for irrigation and toilet
flushing, in the first and second stages of Zerova’s plant facilities. Water will be used in the future for heat dissipation and air
cooling. Water resource management in other plants primarily promotes the improvement of water-use equipment (i.e., adding
water-saving valves in bathrooms and introducing water-saving taps for measures of saving domestic water).

Waste Water Management

The wastewater from Phihong is generated by the daily consumption of water. To make sure that the wastewater complies
with the park’s sewage and sewer water quality management rules and discharge standards, the operation locations are
equipped with discharge water monitoring equipment. Neither the water intake nor the discharge of water from Phihong’s
locations has a significant impact on water sources, and there have been no violations of wastewater discharge standards or
penalties in 2023.

Water Stress Assessment

In order to understand the water source stress and water risks of each operation and production site, Phihong identifies potential
impacts and risks on water resources at each production site to facilitate the development of water risk management strategies.
In 2023, according to the Northern Region Water Resources Office, Water Resources Agency, Ministry of Economic Affairs,
the daily demand for industrial water in the Linkou headquarters area is about 460 million cubic meters, and the domestic
water consumption is about 1,565 million cubic meters.

According to the Southern Region Water Resources Office, Water Resources Agency, Zerova’s daily demand for industrial
water is about 634 million cubic meters, and the daily demand for domestic water is about 778 million cubic meters. Along
with the Water Resources Agency, Ministry of Economic Affairs, we have confirmed that Zerova is not located in a water-
scarce area. According to the Water Risk Filter of World Wide Fund for Nature (WWF), Taiwan is located in the low-risk
area of water stress areas. Dongguan Phihong is a medium-risk area in the water stress area; Haiphong Phihong is a medium-
low-risk area in the water stress area (Source: Water Resources Agency, Ministry of Economic Affairs/WWF).

Energy type(unit) 2021 2022 2023
Taiwan [Taiwan |Haiphong [Taiwan |Taiwan |[Haiphong [Linkou |Zerova [Taiwan |Haiphong
Phihong |[Dongguan|Phihong [Phihong [Dongguan|[Phihong |headquart Dongguan [Phihong
ers
Intake/Consume
water 13.109) 36653 26414 13.668  313.50 57.79, 8.76 7.26) 120.48 64.42]
(million liters) )
R 544 3,869 962 648 3,869 1,423 394 624 2,082 1216
employees
'Water usage strength
(million 0.024 0.100 0.027 0.021 0.081 0.041 0.022 0.012 0.058 0.053
liters/person)
X Waste water
discharge 11.798 347.608) 21.131| 12301 282.15| 46.232 7.884 6.534) 108.432 51.54

(million liters)

Note: The water emission coefficient of Dongguan Phihong is 0.9 times the amount of its water intake. (based on the evaluation
coefficient in the enyironmental effect evaluation report reviewed by State Environmental Protection Administration of China). Taiwan
also uses 0.9 times the amount of water intake as the coefficient for'emission, The water emission coefficient for the Haiphong Phihong
is 0.8 times the amount of its water intake (according to the waste emission charging standards of the local city government)
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The main raw materials put into production by Phihong include electronic parts, mechanical parts, packaging materials, among
others. Through waste reduction, carbon reduction and pollution prevention, we implement waste management in compliance
with environmental regulations at our operation locations. To promote the five major aspects of air, water, waste, toxicity, and
noise, each plant promotes the concept of “resource recycling and reduction” and implements waste reduction actions for all
employees. Each year, environmental performance is verified annually through third parties, regularly reviewed and disclosed.
At the same time, the amount of waste generated is reduced through methods of leftover acquisition and recycling, reuse, and
paid cleaning. Wastes generated the during course of operations include “domestic waste” and “business waste,” which are all
properly processed by outsourced legal manufacturers in accordance with local regulations. Domestic waste shall be
incinerated or buried; business waste shall be recycled or otherwise disposed of according to its categories; and hazardous
waste shall go through harmless treatment according to local regulations. In 2023, Phihong had no major leaks, major violations
of environmental laws and regulations, or penalties or fines for environmental violations.

[ Wastes Category Statistics Table]

[Waste Type (Tons) 2021 2022 2023
Taiwan ([Taiwan [Haiphong [Taiwan (Taiwan [Haiphong [Linkou [Zerova [Taiwan [Haiphong
Phihong |Dongguan [Phihong [Phihong [Dongguan [Phihong |headquart IDongguan [Phihong
ers
[Domestic waste (Tons)  [20.27 345.60  [18.72 26.49 410.04 [311.42 [9.28 13.96 200.82  |47.98
Business waste (Tons) 6.04 738.41  [70.29 25.31 788.34 4215 0.72 48.25 571.55  |456.9
Hazardous waste 0.00 265.28  [88.82 - 322.74  |150.59 | - 124.01  98.13
Total weight (Tons) 26.30| 1,349.29 89.01 51.8| 1521.12| 883.52 10 62.21| 896.38 603.01
Density (total 0.06 1.36 0.43 0.1 0.40 0.60 0.02 0.2 0.37 0.46
jweight/number of people)
Per capita production of  [0.05 0.35 0.09 0.05 0.11 0.21 0.02 0.04 0.08 0.04
[domestic waste

[ Waste Disposal Methods ]

Business waste (Tons)
Plant General Waste |~ General business waste | Hazardous business
(Tons) waste
S -
s | oo | et |
Headquarters | Incinerated P
recycling
20% Incinerated, 30%
Zerova 1.00% Landfill )
Incinerated 40% Scrap metal
recycling
Taiwan 1.00% 100% Recycle and re-use 100% Harmless
Dongguan Incinerated treatment
Haiphong 100% 80% Recycled. 20% 100% Harmless
Phihong Incinerated Incinerated treatment
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Phihong Technology promotes green manufacturing, responds to global carbon reduction and net-zero actions,
and actively implements sustainable resource management. Its core goal is to create a zero-waste factory, with
“zero landfill” as an important development direction. In November 2022, Dongguan Phihong’s Dahong plant
introduced zero waste to landfill for the first time with a conversion rate of 100%. In 2023, it officially obtained
the highest level platinum certification of UL 2799 Zero Waste to Landfill, concretely implementing its
commitment to environmental protection.

In September 2022, Phihong, with the assistance of UL, started to promote the

zero-waste landfill plan for the Dahong plant, the main plant of Dongguan

Phihong.

In December of the same year, a pre-review was conducted, allowing us to

rethink the entire process, starting from the selection of raw materials at the front

end. , manufacturing design, to reducing waste, amomg other measures,

adopting a more proactive circular thinking. The project adopts UL Zero Waste

to Landfill (UL ECVP 2799). This standard requires that all waste flows within

the business be subject to compliance management, inspection and auditing to

confirm that the waste has been properly recycled. Certification can only be

obtained when the overall waste conversion rate reaches more than 80% to

ensure that waste is properly recycled, reused and transformed rather than

directly treated in landfills. Therefore, Phihong’s first priority will be to reduce

waste. The effectiveness of zero waste to landfill is assessed from several aspects

with reference to the UL standard, including: the proportion of waste reduced or

reused inside the plant; the proportion of waste transferred to recycling,

composting, anaerobic digestion, biofuel or energy conversion outside the plant;

and the proportion of non-transferred waste to landfill or incineration, etc., so as

to recognize the effectiveness of waste diversion.

The certified Dongguan Dahong plant mainly engages in production and manufacturing.

It has successfully achieved a “100% waste conversion rate, including 8% incineration heat recovery”, all of
which comply with the highest verification standard of UL 2799.

It obtained Platinum certification for the first time, making it the Group’s first overseas certified plant. It is
hoping to play a leading role and lead other plants to move towards zero-waste production and implement the
United Nations’ sustainable development goals.

IV. Social issues
(I) Does the Company formulate relevant
management policies and procedures
in accordance with related laws and
regulations and international human
rights conventions?

Human Rights Due Diligence

Phihong is committed to upholding and protecting the basic human rights of its employees, abiding by labor-
related laws and regulations in all operating locations around the world, and is committed to supporting and
complying with the United Nations Universal Declaration of Human Rights, the United Nations Global
Compact, the International Labor Organization Convention, and other internationally recognized human rights
conventions and norms,

as well as to treating all of our colleagues fairly and reasonably, with dignity, and respect.

In compliance with
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
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implement reasonable employee
benefits (including salary, leave and
other benefits, etc.) and appropriately
reflect the operating performance or
results on the compensation of
employees?

Phihong implements a performance management system based on annual operating strategies and personal goals.
Through the e-performance management system, Phihong sets goals and discusses them with their direct
supervisors to ensure that the target complies with strategic policies. We regularly examine and audit the target
achieving status every six months and provide employees with immediate feedback from supervisors to provide
them with counseling, encouragement, support, and career consultation, so as to objectively and realistically
control the results of their work and to assist them in progressing towards their goals. The regular evaluations on
employees’ are used as important basis for employee cultivation, and career development, which also connects to
promotion and position adjustment, matching employees with appropriate positions based on their talents for
continual development. At the same time, we rationalize the distribution of rewards and remuneration and carry
out three phases of performance assessment: probation period, mid-year, and final evaluation. We aim to inspire
colleagues to enhance worker efficiency and attain better results, as well as to enhance the implementation of the
performance management system. When the Company earns a profit, it will use its different bonus-issuing
procedures along with the evaluation findings to give year-end bonuses, employee bonuses, or stocks to staff
members who worked during the year. This will help to retain top talent and boost the Company’s
competitiveness. Phihong’s Performance Evaluation Procedures:

1. Target management: Set target Confirm by supervisors

2. Examination and maintenance: Examine targets Maintain the progress

3. Annual audit: Mid-year audit Year-end audit

Wages, Remuneration and Benefits

Remuneration Policies

@ Salary by ability: Approve salaries according to the level of compliance of the employee’s functions and in
compliance with local laws and regulations and specifications.

Promoting Implement Deviations from the
items ation Sustainable
Development Best
Yes| No Summary Practice Pprinciples for
TWSE/TPEx Listed
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Reasons Thereof
Human Rights Management Policies
Responding to and following the United Nations’ “Universal Declaration of Human Rights”, “Guiding
Principles on Business and Human Rights”, “International Labor Organization” and
“Responsible Business Alliance Code of Conduct” are the highest guiding principles for human rights protection.
The Group’s operating locations will put an end to any infringement and violation of human rights and
implement human rights protection.
We recognize and abide by the laws and regulations related to human rights protection in each of our plants in
order to enhance the human rights awareness of our employees and stakeholders.
We respect the differences of individuals from all over the world and to treat all colleagues with dignity,
without regard to race, gender, age, religion, nationality or political affiliation.
Management Mechanism
We use the Responsible Business Alliance (RBA) Code of Conduct as our management mechanism. Through the
formulation of various management methods and the audit of internal control procedures, we regularly conduct
internal and external audits of social responsibility in each plant to establish, implement and maintain a good
social responsibility management system. In the future,we hope to extend the requirements to suppliers and
contractors accordingly.
(II) Does the Company formulate and | V Performance-Based Compensation In compliance with

the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
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* Fairness and Reasonableness: Complying with the
company’s principle of equitability and considering the
external market salary level.

Annual Salary Adjustment: Based on the company’s
operating results, employee performance, market salary
positioning, external competitiveness of talents, and annual
consumer price index.

Operations Feedback: Based on the previous year’s overall
target reaching rate and growth rate, determine
appropriately this year’s project bonus, dividend, and year-
end bonus to the employees.

Phihong adheres to the belief that “excellent talents are the key
factor for corporate growth” and is committed to providing
competitive salary packages that are in line with local basic
salary levels. Through this remuneration policy, we are able to attract and motivate outstanding talents, ensuring
the competitiveness of the Company and achieving the goal of corporate sustainability. In 2023, Taiwan Phihong’s
indirect personnel salary levels will still be higher than local basic wages, while Dongguan Phihong and Haiphong
Phihong’s direct personnel salaries will be in line with local basic salary standards.

Retention Bonuses

Affected by severe shortages in the global supply chain, Phihong’s overall revenue in 2023 declined from the
previous year. Nevertheless, the well-being of our employees remains our primary concern. In addition to actively
offering career development opportunities, we have developed an open and transparent promotion mechanism that
actively promotes talent with development potential based on employee outstanding performance, giving them
higher responsibilities and salaries in order to promote the positive development of the entire Company.

(IIT) Does the Company provide a safe and
healthy work environment for employees
and regularly organize health and safety
training for employees?

v

Occupational Safety and Health Management

In order to maintain factory safety, working environment and employee health, Phihong has included
occupational safety and health management as one of the key points of the Company’s sustainable development
strategy. We have formulated an “Environmental Safety and Health Policy” and established an “Occupational
Safety and Health Committee” in accordance with the “Occupational Safety and Health Act” to promote an
occupational safety and health management system. Phihong has also passed the Occupational Safety and Health
Management System verification every year to create a healthy and safe workplace for employees. In order to
prevent occupational injuries, we thoroughly review and monitor the safety of the work environment to comply
with the the current in a government regulations and company policies in each plant. In 2021, Phihong Technology|
completed the Occupational Safety and Health Management System (ISO 45001:2018) conversion verification and|
obtained the certificate. In 2023, Zerova established a dedicated EHS unit responsible for promoting occupational
safety and health management matters. In December of the same year, it conducted the first occupational safety
and health management system (ISO45001) verification and obtained the certificate. The Dongguan Phihong EHS
Occupational Safety and Health Department is a first-level unit responsible for professional safety and health,
supervising and recommending occupational safety and health-related planning, and considering occupational
safety-related issues.

The workers covered by the new management system are all employees of Dongguan Phihong and contractors,

In compliance with
the Sustainable
Development Best
Practice Principles for
TWSE/TPEx Listed
Companies

with a total of 3,995 participants.

65



Promoting
items

Implementation

Yes|

No

Summary

Deviations from the
Sustainable
Development Best
Practice Principles for
TWSE/TPEx Listed
Companies and
Reasons Thereof

All operations are based on the contents of the occupational safety and health management system, hazard
identification, risk assessment, operation auditing and accident investigation. In 2023, Phihong Technology did
not have any occupational injuries that caused the death of workers or were judged to be occupational diseases or
serious occupational injuries. We continue to provide a safe and
carefree working environment for our employees, with the
ultimate goal of achieving a zero-hazard workplace.

Occupational Safety Education and Training

Plants of Phihong both domestically and internationally
conduct safety, health and firefighting lectures
(demonstrations) each year.

In Taiwan, Phihong organized two 3-hour fire prevention
drills and lectures in 2023 to enhance awareness of
occupational safety and fire prevention management for
increasing self-defense mechanisms against fire and fortifying
the team fire training on-site in order to ensure the life and
safety of all the people in case of fire.

In order to improve staff first aid knowledge and operation
processes, as well as to raise staff comprehension of CPR
operation exercises, a CPR first aid training course has
been added. In addition, the course also provides guidance
on the preparation of self-defense firefighting team
training, including self-defense firefighting team training,
disaster report, and evacuation drills.
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Dongguan Phihong completed a total of 19 safety and health training sessions in 2023, with a total of 4,849
participants and a total of 7,016 hours of training. Vietnam Phihong hires professional government functional
units to conduct occupational safety and health education and training to ensure that it has qualified and sufficient
professional safety and health management personnel to ensure production and life safety and avoid occupational
injuries. It currently has 30 firefighter volunteers, 20 emergency health professional volunteers, and 15 EHS
auditors. In 2023, Phihong did not have any fire or injury incidents.
(IV) Does the Company establish VvV Cultivation and Development In compliance with

effective career development and
training plans for employees?

Phihong regards talent development as the key to the Company’s core competitiveness. In order to encourage
employees to continuously enrich their professional knowledge and demonstrate their personal growth potential,
Phihong has included the number of learning hours as one of the promotion thresholds through the “Education,
Training and Promotion System Framework”. We hope to improve the learning atmosphere, create a learning
environment for healthy development, and jointly create a learning-based organization. In terms of enhancing and
improving the quality of education and training, Phihong follows the Talent Quality Management System (TTQS)
of the Ministry of Labor, Executive Yuan, and has been awarded the TTQS Silver Certification after evaluation.

Improvement of Training and Development System

Phihong uses the PDDRO cycle as a solid framework to construct a complete training and development system
to ensure the stability and accuracy of training quality and provides a variety of course categories, including
professional functional training, new personnel-related training, supervisory management training, general
courses, language training, and internal lecturer training, among other courses. Through our internal training
development and knowledge management platform, we allow colleagues to flexibly conduct online and offline
learning and promote the vigorous development of internal knowledge and creativity. At the same time, we
actively provide diverse learning resources such as external training, micro-courses, reading clubs,

and learning circles to comprehensively promote a learning-based organization.

the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies.
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In 2023, we will pay more attention to the work-life balance of our employees by organizing a series of general

education seminars on health, financial management, self-defense, public welfare, and legal infringement

awareness, among others, so as to strengthen our employees’ resilience in their daily lives and the workplace,

which will not only contribute to their personal growth, but also infuse a more positive and healthy vitality into

the overall workplace environment and create a harmonious and inclusive work atmosphere.
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(V) Does the Company comply with [ V Green Product Management In compliance with

relevant laws and regulations and
international standards for the health
and safety of customers, customer
privacy, marketing and labeling of
products and services, and formulate
relevant consumer protection policies
and complaint procedures?

Restriction of Hazardous Substances

In order to maintain health and environmental safety, Phihong complies with the relevant requirements of various
countries and customers for chemical substances, and strictly requires suppliers to limit or prohibit the use of
controlled hazardous chemical substances. In accordance with international environmental regulations, we refer
to our customers’ hazardous substance control standards, formulate green management standards and non-
hazardous substance technical standards, establish an electronic green information platform, announce hazardous
substance requirements and standards on the supplier management platform, and organize internal and external
education and training.

The content of ‘Environmental Management Substance Control Standards’ includes RoHS, REACH, the
prohibition of the addition of red phosphorus flame retardants, and halogen-free product specifications. The
Directive (EU) 2015/863 amends EU RoHS to restrict 4 new phthalates: DEHP, BBP, DBP and DIBP. As for the
REACH substances of very high concern (SVHC) as set by ECHA, new substances are added to the list each half
a year. As of December 31, 2023, REACH has updated 29 batches of substances for a total of 235 controlled
substances. We have already updated to the new standard and have executed accordingly. In addition, 28 new
items of specific phosphophthalates were added: dioxotrilead [Phthalato(2-)]. Although Phihong has not been
included in the IEC 62474 regulatory framework,

for IEC 62474 regulated substances, excluding some controlled substances whose use is not within the scope of
application of the Company’s products, halogen-free specification products can meet 100% of the IEC 62474
standard.

the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies.
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In addition to controlling the
renewal of hazardous -
substances, the Company _—— =
complies with WEEE laws L i [ ] )
and regulations which have AAA E i
been used as the minimum PHIHONG ZEROVA
standard for product PHIHONG GROUP
development in order to REEEBEE
ensure the reuse, recycle, and @\ MBI =
reclamation of the product o @

after the life cycle. It not only
meets the requirements and
expectations of our clients

and end users, but it also — w—— o
fulfills a duty that Phihong Q e ,_

has as a global citizen.

Customer Privacy

Phihong’s commitment to client privacy is to “abide by the principle of integrity and strictly guard customer
confidentiality” in order to protect the company’s competitive advantages, intellectual property, and customer
information. We have established the “Procedures for the Handling of Company Information and the Protection
of Customer Data” regarding the local laws and regulations of the countries in which the Company operates as
well as the European Union’s “General Data Protection Regulation”, which serve as the highest guiding principles
for the protection of privacy. It covers Phihong, subsidiaries and suppliers, contractors, external consultants and
other third parties. Information security management follows this method in terms of protecting customer data. In
order to raise employee security awareness, it is not only incorporated into the Company's operational processes
but also consistently promoted. The following are the relevant operations and responsible units for implementing
customer data protection.

e Head Office, Branch Offices and Plant Information Departments: Responsible for the maintenance and update
of the Company’s website. They also manage user accounts, data permissions, and system usage permissions
for enterprise-related operating systems, emails, and data sharing platforms to ensure the security of customer
information.

e Sales departments of each business unit: Responsible for the protection, maintenance and update of customer
data. Only authorized personnel have access rights.

e Headquarter Legal Department: Responsible for customer procurement (sales) contract and review, signing of
non-disclosure agreement and notification and reminding of the expiration thereof, and contract system update
and maintenance.

e Headquarter DCC: Responsible to upload all the external documents by the customers from various business
units to the system for processing. Login, list management, maintenance and update operations.
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Furthermore, all new employees must receive “Corporate Ethics and Business Code of Conduct” training and sign
an “Intellectual Property and Non-Disclosure Agreement” so they assume the responsibility of confidentiality and
information protection. As for customer orders and business-related confidential information and documents,
except for internal circulation and transmission due to business needs, all businesses and relevant employees in
contact with customers must strictly abide by the "Corporate Ethics and Business Code of Conduct" and shall not
leak, disseminate, or pass it on to peers, business partners, suppliers, and unrelated third parties. The external
documents, product technology information (such as product specs, wiring chart, graphs...etc.), software, and
intellectual property (including paper format, CD, USB flash drive, and all forms of stored information and
document) provided by the customer must be property registered, saved, stored, and updated and executed
according to the “Technical Document Control Regulations” and “Document Processing Operating Procedures.”
The protection, management and usage of electronic data in the Company are all based on the "Electronic
Information Management Procedures". Phihong Technology adheres to stringent, complete protection
mechanisms to manage the confidential information and privacy of the customers in order to establish a trust and
long-term cooperation relationship with the customers, creating a win-win situation for both Phihong and the
customers. Consider the 2021 incident involving the charging pile secrets leak. The employees of the information
department discovered an irregularity in the computer firewall transmission records of the Company and
submitted the company files to a remote server for storage. The primary Investigation Unit investigated the case
after receiving information that suggested it was the result of insider trading or commercial espionage. The case
was successfully resolved, and the two individuals involved were charged with violating the Trade Secrets Act in
2023.

In order to implement privacy protection and avoid recurrence, Phihong regularly conducts privacy protection
training for all personnel and evaluates the effectiveness of the training. In addition to strengthening internal
training and publicity for all employees and upgrading the protection of information security software and
hardware equipment, the Company also has privacy feedback and reporting channels for the public. If there is any
possibility of privacy damage or violation of the privacy policy, everyone can file a complaint or report through
the privacy protection hotline at (03)327-7288, ext. 1340, or through the e-mail
addressCharles Wang@phihong.com.tw Phihong adopts a zero-tolerance policy for the protection of privacy
rights. Anyone who violates this policy will be punished in accordance with the Company’s Code of Conduct. In
2023, there was not any incidence of customer complaint, privacy leak, or loss of customer data.
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Promoting Implement Deviations from the
items ation Sustainable
Ye| No Summary Development Best
s Practice Principles for
TWSE/TPEx Listed
Companies and
Reasons Thereof
(VI) Does the Company formulate a| V ) . . In compliance with
supplier management policy which Supply Chain Management Policies the Sustainable
requires suppliers to comply with the 1. Supplier evaluation and risk Development Best
relevant regulations on issues such management: New supplier operations Practice Principles
as environmental protection, review current supplier risk assessment. for TWSE/TPEx
occupational safety and health, or 2. Conflict-Free Minerals Statement: Use Listed Companies.
labor rights, and disclose the of conflict minerals from unknown P —
suppliers’ implementation? sources that do not utilize RBA-certified e
smelters is strictly prohibited.
3.Local procurement: Procurement is
localized, reducing the logistics and e @ @ @
transportation process, and achieving cost . )
reduction and carbon reduction benefits. RRARE b L
4.Green Procurement: Procurement of s .E PHIHONG |
goods and services that comply with = oy ¥
environmental laws and regulati t KAEHER |
gulations to = ool
reduce the impact on the environment. T R
5.Supplier sustainability commitment: A ; 4
commitment to declare that suppliers
operate in compliance with local
regulations and adhere to the RBA
Business Code of Conduct.
Phihong values the importance of establishing a sustainable supply chain to regulate procedures of supplier
management through relevant systems of “Procedures for Procurement Management.” Meanwhile, we required
suppliers to sign the “Integrity Commitment Agreement”, “Non-Disclosure Agreement”, “Environmental
Protection and Social Responsibility Commitment,” and “Conflict Minerals Reporting Template” to understand
and control items of labor rights, environmental protection, ethical regulations, safety and health risks in the
supply chain, reducing the operating risks and costs of both ourselves and the suppliers, so that we can jointly
march toward the future with stable and sustainable growth.
V. Does the Company refer to the \Y In compliance with

reporting standards or guidelines
which are accepted internationally for
compiling reports on non-financial
information of the Company such as
the sustainable report? Does the
previous report obtain the assurance
or verification statement of a third-
party verification unit?

Editorial Basis and Guarantees

the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
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Promoting Implementation Deviations from the
items Sustainable
Yes| No Summary Development Best
Practice Principles for
TWSE/TPEx Listed
Companies and
Reasons Thereof

Compliance with standards Verification
organizations
(7 GRI Sustainability Reporting Standard 2021 British Standards
Institution (BSI)
7 ISO 26000 Social Responsibility Guidance AA1000AS (v3) Assurance

according to GRI Standards

filll\il(l)ll::-ial [J SASB Electrical and Electronic Equipment and Components Industry
Verification of the Accountability Principles Standards indicators of
Informat hi
ion this report

(0 TCFD Framework on Climate-Related Financial Disclosures

(J Carbon Disclosure CDP Climate Change/Water Security

(J United Nations Sustainable Development Goals (SDGs)

[J Code of Practice for the Sustainable Development of Listed OTC Companies

Compliance with standards Verification

Financial organizations

Informati | O Authorized and published by the Financial Supervisory Commission

T IFRS standards effective at Deloitte & Touche

(0 Standards for Financial Statements prepared by Securities

VI. If the Company has formulated its sustainable development best practice principles in accordance with the “Sustainable Development Best Practice Principles for TWSE/GTSM Listed
Companies,” any differences between the performance of sustainable development and the principles should be disclosed:

Phihong Technology formulated the Company’s “Code of Practice for Corporate Social Responsibility” in April 2016, which was approved by the Board of Directors and implemented in
May of the same year. The company has always followed and implemented the “Code of Practice for Corporate Social Responsibility of Listed OTC Companies” issued by the competent
authority. After inspection, there is no difference between the actual operation of the company and the “Code of Practice for the Sustainable Development of Listed OTC Companies”.
The Company revised the “Code of Practice for Corporate Social Responsibility” to “Code of Practice for Corporate Sustainable Development” in 2022, which reflected the content of the
“Code of Practice for Sustainable Development of OTC Listed Companies”, and was issued after being submitted to the Board of Directors for review and approval.

[VIL. Other important information that helps to understand the implementation status of sustainable development:

In addition to the latest financial information, major news, and related integrity management operations on the investment section of the official website of Phihong Company
(www.phihong.com.tw), you can also find detailed disclosure of important information on integrity management in the “CSR Report” from previous years provided in the “Corporate Social
Responsibility” section. In 2022, Phihong Technology also changed its name to the Corporate Sustainability ESG Report.
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1 Climate-related information implementation status

Climate-related Information for TWSE/TPEx Listed Companies

Item

Implementation

Describe Board of Directors’ management oversight and
governance of climate-related risks and opportunities.

Describe how the identified climate risks and opportunities
impact the Company’s business, strategy and finances (short-
term, medium-term, long-term).

Describe the financial impact of extreme climate events and
transformation actions.

Describe how climate risk identification, assessment and
management processes are integrated into the overall risk
management system.

If scenario analysis is used to assess resilience to climate change
risks, the scenarios, parameters, assumptions, factor analysis and
main financial impacts used should be described.

If there is a transformation plan to manage climate-related risks,
describe the content of the plan, and the indicators and targets
used to identify and manage physical and transformation risks.
If internal carbon pricing is used as a planning tool, the basis for
setting the price should be stated.

If climate-related goals are set, the activities covered, the scope
of greenhouse gas emissions, the planning schedule, annual
achievement progress and other information should be
explained; if carbon offsets or renewable energy certificates
(RECs) are used to achieve relevant goals, the source and
quantity of the offset carbon reduction credits or the number of
renewable energy certificates (RECs) should be stated.

Greenhouse Gas Inventory and Confirmation Status and Reduction

Targets, Strategies and Specific Action Plans
_(fill in 1-1 and 1-2 separately).

Climate change is causing a huge impact on the global environment, economy and society. Whether now or in the
future, climate change will bring significant risks and opportunities to the financial aspects of business operations.
Therefore, it is included as one of the key strategies for Phihong’s sustainable development. In response to the
challenges posed by climate change, Phihong formally signed the
“Task Force on Climate-related Financial Disclosure

(TCFD)” in 2022, which is in line with international

standards. We can clearly understand the potential effects of
climate change risks and opportunities on the company’s
operational processes and strategies through the

establishment of a comprehensive process for identifying

climate change risks and opportunities and the

quantification of financial impacts. We can also effectively
monitor, control, and respond to climate-related issues,

grasp the opportunity for operational innovation and
development,

TCFD [

and implement various sustainable management measures to proactively move forward toward the low-carbon

economy transformation’s goals and visions.

Management

Board of Directors
Approve policies and proposals related to sustainable development, which will be regularly reported to the Board
of Directors by the Chief Sustainability Officer on a quarterly basis from 2023 onwards, including the
sustainability report, carbon inventory and carbon reduction promotion and management, and major issues in
energy resource management.

Sustainable Development Committee
The “Sustainable Development Committee” is chaired by the General Manager of the Company and consists of
seven functional groups. The committee structure is composed of first-level managers of each group (division).
For operational matters, the Chief Sustainability Officer holds monthly meetings to confirm that the
implementation of ESG goals and project development are in line with the Company’s sustainable development
policy.

Environmental Sustainability Team
Follow the TCFD framework to identify physical and transformational risks in the operating process,
comprehend issues related to climate change and develop strategies and measures for responding to them,
including addressing major risks and business opportunities. Evaluate potential financial effects and establish
response plans based on the identification results. Phihong’s climate risk management structure is as follows.
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Phihong Climate Risk Management Framework

Review various risk management strategies at the

company level

General Review policies and decisions related to sustainable
Manager development, review the implementation results of relevant
issues annually, and report to the Board of Directors

Review and collect issues of concern from different
SCOrppra;f stakeholders, and report climate-related risks and
ustainable opportunities management response plans and performance

Development

to the General Manager annually

Committee

Environmental Review and identify physical and transformational risks in the

Sustainability Team operating process, evaluate potential financial effects and

establish response plans based on the identification results.

Strategy

Following the recommendations of the Task Force on Climate-Related Financial Disclosures (TCFD), Phihong
conducts comprehensive climate risk management from four perspectives: governance, strategy, risk management,
metrics, and targets, first identifying risks with significant potential impacts, evaluating the financial paths and
impact sizes of each risk factor under different scenarios, taking stock of countermeasures, and setting metrics for
regular monitoring and tracking.

Identification and assessment process of risks and opportunities

To successfully integrate management mechanisms, Phihong combines ISO 14001 procedures with the assessment
of risks and opportunities related to climate challenges. The implementation process starts with collecting
information on international carbon reduction pathways, scientific methods, and unique phenomena caused by
climate change in recent years. It then categorizes and summarizes the information to identify possible issues related
to Phihong and further evaluates and analyzes the possible risks and opportunities, as well as the degree of risk.
The degree of risk establishes the opportunities and risks that need to be managed, along with the countermeasures
and actions depending on the outcome of the product and the location on the risk matrix diagram. It takes into
account the degree of impact and the frequency or chance of occurrence. The climate-related identification and
assessment process is shown in the picture on page 71.

Summary and assessment of climate issues
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After cross-departmental discussions by the Sustainable Development Committee, we clarified existing measures,
possible solutions, forms of obtaining financial quantitative data, feasibility and sources and other related issues,
to compile the risks and opportunities of climate change for Phihong. The results were categorized according to
the actual content of each issue with reference to the risks and opportunities categories recommended by the TCFD
framework.

The climate risk assessment process is based on the impact of climate change on the company’s overall operations,
and refers to the TCFD reporting framework and the Guidance on Climate-related Risks and Opportunities
Scenarios 2.0 issued by the Ministry of the Environment of Japan in order to conduct project design. The first
stage is identifying the essential units and equipment of Phihong’s internal operations, including energy
consumption, legal obligations, and carbon reduction goals, and evaluating their possible impacts and influences.
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Summary and assessment of climate-related issues

Integration and management of

climate risks and opportunities

Regarding the climate risks and opportunities that Phihong may encounter, the impact of the problem on
operations and the likelihood that it will occur were taken into account and scored using the criteria established
in the Impact and Probability Scale of the Company. The effect on operations was given precedence over the
impact on financial aspects, and non-financial aspects were only taken into consideration when it was not practical
to quantify them as financial. Refer to the “Guidance on Risks and Opportunities Level Grading Matrix” to further
grade risks and opportunities based on their impact points, identify risks and opportunities that need to be
addressed, and develop execution strategies after finishing the assessment of the degree of impact and probability
of occurrence.

To successfully integrate management mechanisms, Phihong combines ISO 14001 procedures with the
assessment of risks and opportunities related to climate challenges. The environmental sustainability team
collaboratively reviews and evaluates each issue’s relevance to the company’s operational risk and the level of
risk from different perspectives each year through the internal and external environmental concerns risk
assessment process. Every year, the Sustainability Committee provides the General Manager with implementation
content related to climate risks and opportunities. The General Manager then reports relevant performance to the
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Climate Scenario Simulation (1.5°C)

In 2023, Phihong TCFD adopted the latest Sixth Assessment Report (AR6) of the IPCC, which adopts a more
detailed “Shared Socio-Economic Pathway (SSP)”, which incorporates qualitative socio-economic conditions into
an integrated assessment model, such as the real situation of basic elements and drivers such as population, human
development, economy, lifestyle, policies and institutions, technology, environment, and natural resources.
Therefore, five scenarios ranging from negative carbon to very high carbon emissions are generated: SSP1-1.9,
SSP1.-2.6, SSP2-4.5, SSP2-7.0, and SSP5-8.5. Among the above five scenarios, SSP1-1.9 and SSP1.-2.6 and
SSP2-7.0 and SSP5-8.5 do not have much difference in their impacts, so SSP1-1.9, SSP2-4.5, and SSP5-8.5,
which are the three scenarios of climate scenarios that take into account the corresponding period of 1.5°C, are
used for the analysis.
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Assessment of climate change operational impact issues

" nRREHREER SERENR
'
mewgrﬂ—a O
RN
RE)@EaEE%{{EE@&ﬁ BEEEERRSHINER HEREBEL
B "
sezEFaNs E2EE
e SEBSNREAE: /
A o
E rEEEEREAL
E LR ABEEEREETS 5
3 ABERARARRE
® e sssREAT P =i
¢ Eﬁ;ﬁi‘é; HEEEEER BEREEE
i En g2 y “ fEH-22

s ERRRE

o £EAIRE A
@ a SEASE é ?Ezﬁ UMD gmiresl ‘ ;—;ﬁmﬁ\a
fis o ﬁ Tezges * EEzRER =

\ : t b : 9
*"@ ) eeamn ;w;exzﬂa/a f‘ D - "< g \

Big=x
}7 FH(2023E) th#(2024~20254) 1 E,ﬂa{znzwoaoﬁ)——‘

The claate g#%ge impact assessment is based ga-the degree and probability @ operating impact on profits and

3 . FA . J SARIA . . 8. . . .
losses, capital expenditures, and cash flow. However, since some risks and opportunities cannot be quantified into
financial information, this topic considers the impact of non-financial aspects. Under different 1.5°C climate
scenarios, the identification results of issues affecting operations are illustrated in the figure above. The impact
under different scenarios is illustrated in the figure above.

Short, medium and long-term climate risks and opportunities matrix

This assessment sets the short-term period as 2023, the medium-term period as 2024~2025, and the long-term
period as 2026~2030. Regarding possible climate change risks and opportunities, we determined the degree of
impact on operations and the probability of occurrence of the issue based on the existing measures, the
simulation of the situation, and the intensity of the issue, and drew a matrix of risks and opportunities. The green
area in the figure belongs to the low-risk area; the yellow area belongs to the medium-level area; and the pink-
orange area belongs to the high-level area. Based on the score point and occurrence time limit of each issue, risks
and opportunities response strategies are formulated.

Relevant issues that have a significant impact on finances: short-term: no major risk issues; mid-term: green
product R&D cost investment; long-term: green product R&D cost investment and supplier transformation
costs.

Financial impact of climate risks and opportunities on organizations
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The financial impact of climate change issues: The mid- and long-term goal is to reduce emissions by 4.7% annually
to achieve a temperature rise below 1.5°C. Phihong has invested in green product research and development,
installed solar power generation systems, purchased green electricity, and replaced old air conditioners. Through
proactive measures such as organizing and building green buildings and offices, the impact of various climate risk
issues on operating income in the short, medium and long term is less than 1.5%.

Pathways for Financial Impact of Carbon Reduction: Phihong submitted its SBTi reduction target in 2023. Based
on the climate risk identification results, issues that can be quantified into financial data are analyzed as a

percentage of revenue.

3.00%
2.50%
2.00%
1.50%
1.00%
0.50%
0.00%

Climate Change and Physical Costs as a Percentage of Revenue for Phihong Technolog

2023 2024 2025 2026 2027 2028 2029 2030
Transformation cost increase lower limit (%) Transformation cost increase upper limit (%)
e @
Assessment of the financial impact of climate change for Phihong
. . . Impact on
Climate risks/opportunities S
. operating income
1ssues Short- Medium- Long-term
term term
Increased revenue from <0.1% <1.5% <1%
low carbon products
Green product Research <0.2% <0.5% <0.1%
and Development costs
Air conditioning Cost <0.01% <0.01% <0.01%
Upstream supplier / <0.1% <0.1%
transformation costs
Renewable Energy <0.01% <0.01% <0.01%
Investment-Solar Energy
Sustainability management <0.01% <0.01% <0.01%
and communication costs
Replace_ment of high energy- <0.01% <0.01% <0.01%
consuming equipment and
installation of energy
monitoring equipment
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In response to possible climate change risks and opportunities, based on existing measures, scenario simulations
and issue correlations, and in accordance with the “Risk Management Guidelines”, Phihong systematically
identifies the climate risks that may be faced during operations. Climate risk types include both transformational
and physical, which are subdivided into regulations, technology, market, and goodwill, as well as immediate and
long-term. Opportunities are divided into five categories: resource efficiency, energy sources, products and services,
markets, and resilience. We evaluate and draw a matrix of risks and opportunities by considering two factors:
incidence and impact. After discussions with the environmental sustainability team, we determine the major risks
and opportunities that Phihong may face and then adopt effective strategies and management measures to seize
possible opportunities in order to enhance the Group’s operating quality and competitiveness. In 2023, we used the
TCFD method to identify 9 major risk projects and 3 major emerging opportunities brought about by climate change,
and then distinguished the occurrence time. In the future, we will review the response to climate change as a way
to build a resilient culture year by year. Climate change transformation risks, physical risks, opportunities, financial
impacts and response options are described below:
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Climate-related risks and opportunities indicators

In order to reduce the impact of climate change on our operations, Phihong has set green operation targets,
carried out strategic planning and goal setting for energy conservation and carbon reduction, water conservation
and waste management projects, and reviewed the achievement status each year to further develop improvement
plans.
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Energy saving rate (%)

Renewable energy construction
(cumulative kW)
Per capita water intake (million
liters/person)
Plant water saving rate (%)

Revenue generating unit of general
business waste
(tons/million)

Climate-related Indicators

Performance Short-term (2024 to
in 2023 2025)
3.8% -4.5%
2,000KW 1,000KW
0.0947 0.0900
5% 5%
0.1415 0.1344

Medium-term (2026 to
2030)
-4.5%

6,000KW
0.0855
5%

0.1277

1-1 Greenhouse Gas Inventory and Assurance Status of the Company in the last two years

1-1-1 Greenhouse Gas Inventory Information
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Describe the emission volume (metric tons CO2e), intensity (metric tons CO2e/million yuan) and data coverage of greenhouse gases in the past two vears.

Phihong conducted scope 1+2 greenhouse gas inventory work in accordance with ISO 14064-1:2018, set organizational boundaries in accordance with the Operational

Control Law, and set 2021 as the benchmark year for calculating and verifying greenhouse gas emissions

in order to implement energy conservation and carbon reduction and fully disclose corporate carbon emissions and carbon reduction information. In addition, in line with
the requirements of the Financial Supervisory Commission, Phihong Group’s subsidiaries, main production bases and offices will be included in the scope of inspections
on annual basis. The goal is to complete 100% all-site inspections in 2025 and 100% verification in 2026. Furthermore, the results of the materiality identification process
led to an expansion of the Category 3 inventory’s scope. Apart from the established inventory categories like energy loss and waste, other items such as employee
commute and business travel were also listed.

In 2023, Phihong implemented the systematic management of carbon emission information through the online carbon management platform, CarbonCloud, and the

Sustainable Development Office coordinated the inventory data and verification standards of each site. In 2023,

the direct GHG emissions of Category 1 were 727.7034 metric tons of CO2e, the indirect GHG emissions of energy sources of Category 2 (regional standard) were
23,853.6698 metric tons of CO2e, and the other indirect emissions of Categories 3-6 were 2,966.0199 metric tons of CO2e, all of which have passed the third-party
verification of ISO 14064-1. The results of the greenhouse gas inventory for the past three years are summarized in the table below.

A 1-2 EROEZFAHME (1 CO2e )~ E=E881-2 BESBAME (£ o)
EAIESS N e
e FMO#MER | BhIEA TR | EEARE Ez0iE b2t T i e
A S 2021¢ 2022+ 20230 | BEEE(2021)
EEgbeEq  0.0000) 01737 LU ZEEER 2.7735 R 1-EEHRe 612.6 7566 72770344 18.80%
FEENAES 7.6923 7.8699 39.4186 11.7800 66.7608 A 2- B EREe 287131 254439|  23,853.6698 -16.92%
#EH Bl
ﬁ‘;;ml U2 BER 0.0025 0.0001 0.3430 0.2659 0.6115 B 29,3256 26,1942  24,581.3732 -16.18%
(BE=)4
3 a HERGRRE
B EERT 31.5953| 24.7574 391.8434 209.3615 657.5576 im S - e Sher
P (T-COe/BEEN ) @
& ste 39.2901{ 32.8011 431.6050 224.0072 727.7034 4
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(F"EJF’) ShEEEE <] 7649948 917 0820| 123252945 9.846.2985| 23,853.6698 2104950 ton-CO.e/FE - EEMEFETERBRER(2023)438ENHEE0.5703ton-CO/
=) 12 )4
TE UEREERERAEREENRER (A0 ENGEHES(p.18)ENEE0.7221
HEME< 804.2849| 949.8831|12,756.8995| 10,070.3057{ 24,581.3732 ton-CO/FE
= 2 SR

Trend chart of Category 1-2 total emissions in the past three years (t CO2e)

30,000.00 M

28,000.00 \
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24,000.00 26,194.20
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Total Emissions ™= Reduction
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Note 1: Direct emissions (Category 1, directly from emission sources owned or controlled by the company), indirect energy emissions (Category 2, indirect greenhouse gas emissions from the

input of electricity, heat or steam) and other indirect emissions (Category 3, emissions generated by company activities that are not indirect emissions from energy, but come from emission sources
owned or controlled by other companies).

Note 2: Coverage of direct emissions and energy indirect emissions data shall be handled in accordance with the timetable specified in the order stipulated in Paragraph 2, Article 10 of these
Regulations. Other indirect emissions information may be disclosed voluntarily.

Note 3: Greenhouse gas inventory standards: Greenhouse Gas Protocol (GHG Protocol) or ISO 14064-1 issued by the International Organization for Standardization (ISO).
Note 4: Intensity of greenhouse gas emissions can be calculated per unit of product/service or turnover, but at least the data calculated in terms of turnover (NTD million) should be stated.

1-1-2 Greenhouse Gas Assurance Information

Describe the assurance situation in the last two years as of the publication date of the annual report, including the scope of the assurance, the organization of
the assurance, the standards for the assurance and the oginion of the assurance.

Verification Assurance scope Assurance Assurance standards Assurance
year organization opinion
* A small number of vehicles in the Vietnam plant have been using E5 gasoline since
Category 1 & Category 2: November 2022. Although the impacts on the amount of gasoline used and the
2022 Reasonable guarantees LRQA Group Limited ISO 14064 14064- 1: 2018

amount of emissions are very low, it is still necessary to pay attention to and explain
the possible biomass implications.

*Since there is no local calorific value data available for the gasoline and diesel

Category 3-4: Limited
guarantees

calorific values of the Vietnam plant, the calorific value of Taiwan is referenced.
Category 1 & Category 2:
2023 Reasonable guarantees AFNOR International ISO 14064 14064- 1: 2018 | Pending certification of Verification Statement
Category 3-4: Limited
guarantees

Note 1: It should be handled in accordance with the timetable specified in the order stipulated in Paragraph 2, Article 10 of these Regulations. If the company fails to obtain a complete greenhouse gas assurance
opinion by the publication date of the annual report, it should state that “the complete assurance information will be included in the sustainability report”. If the company does not prepare a sustainability report, it

should indicate that “complete and reliable information will be disclosed in the Public Information Observatory” and disclose complete and reliable information in the next annual report.

Note 2: Confirmed institutions should comply with the relevant requirements for certified institutions on sustainability reports stipulated by the Taiwan Stock Exchange Corporation and the Taipei Exchange of the
Republic of China.

Note 3: The contents of the disclosure can be found in the best practice reference examples on the website of the Corporate Governance Center of the Taiwan Stock Exchange.

1-2 Greenhouse gas reduction targets, strategies and specific action plans

Describe the benchmark vear for greenhouse gas reduction and its data. reduction targets. strategies, specific action plans and achievement of
reduction targets.

Greenhouse gas reduction

According to the greenhouse gas inventory results, Phihong’s main source of greenhouse gas emissions is Category 2 purchased electricity, accounting for 86.59% of
total greenhouse gas emissions. Therefore, the main measures to reduce greenhouse gases are to improve energy use efficiency and install renewable energy.

In 2023, the Group’s total Category 1+2 emissions were reduced by 4,744 tons of CO2e, or 16.18%, compared to the benchmark year (2021), which translates to a
reduction of 0.3968 tons of CO2e per million of revenue. This is mainly due to the installation of a solar power system and the use of green power, the replacement of
old air conditioning and air chiller machines, and the adjustment of the product structure strategy, which have contributed to the Group’s overall reduction in emission
intensity of 16.51%, demonstrating Phihong’s concern and proactive actions towards climate change and sustainability goals.
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Science Based Targets initiative SBTi

In order to respond to the risks of climate change and set a carbon reduction path for climate adjustment, so that the greenhouse gas reduction target can be consistent
with the global 2050 net zero target, Phihong set an absolute greenhouse gas carbon reduction target in 2021 in accordance with the SBT standards: Submit a carbon
reduction commitment letter to SBTi (Science Based Targets initiative, SBTi), complete the submission of the SBTi target application in November 2023, officially pass
the carbon reduction target review in March 2024, and set the absolute greenhouse target in 2030 for categories one and two. Gas emissions decreased by 42% compared
with the benchmark year of 2021, and absolute greenhouse gas emissions in Category 3 decreased by 51.6% compared with the benchmark year of 2022. Phihong assesses

its own emission levels through the Group’s greenhouse gas inventory and formulates effective emission reduction strategies to actively demonstrate our carbon reduction
actions and achieve the 2050 net-zero emission target.

A) B o MR FBFEEERKB R

Al A\ DPROVED Net Zero 2030/2050

NEAR-TERM SCIENCE-BASED TARGETS

IS A 2EYSESTH Z 4 a5 3 B AacFriny L= S Lk Ay S
_ s _ ) O EBARERERZG o NFAINSAERERE o RBEXGENE
The Science Based Targets initiative has validated that the science-based greenhouse gas
emissions reductions target(s) submitted by Phihong Technology CO. LTD. conform with the ® f[\; ﬁf‘j—z !’-}:_i Fimﬂ EQ g* ® E ‘AT%";J F_:,f &] 'Efi E E*ﬁ‘ o ]l';r 9?% i—? ';3 " ﬁl‘i *é
SBTi Critena and Recommendations (Cnteria version 5.1).

SBTi has classified your company’s scope 1 and 2 target ambition as in line with a 1.5°C trajectory.

The official near-term science-based target language: 2030E L ﬁﬁd&Z 3 ﬁ%ﬁ#‘jﬁﬁp (Eﬁﬁ : 2021&)
« BIR-3: WEBERBE (B2 : 2022%)

Phihong Technology CO. LTD. commits to reduce absolute scope 1 and 2 GHG
emissions 42% by 2030 from a 2021 base year”. Phihong Technology CO. LTD.
also commits to reduce scope 3 GHG emissions 51 6% per Million NTD value
added by 2030 from a 2022 base year. *The target boundary includes land-related
emissions and removals from bioenergy feedstocks.

F548 SBTIi B2 RS 1E - B@2050FmK =< HIR

DATE OF APPROVAL
12 March 2024

Note 1: It should be handled in accordance with the timetable specified in the order stipulated in Paragraph 2, Article 10 of these Regulations.
Note 2: The benchmark year should be the year in which the consolidated financial statement is completed. For example, in accordance with the provisions of Paragraph 2, Article 10 of these Regulations, companies

with capital over NT$10 billion should complete the 2024 consolidated financial statement in 2025. For the inventory, the benchmark year is 2024. If the Company has completed the inventory of the consolidated
financial statement in advance, the earlier year can be used as the benchmark year. In addition, the data in the benchmark year can be calculated as a single year or the average of several years.

Note 3: The contents of the disclosure can be found in the best practice reference examples on the website of the Corporate Governance Center of the Taiwan Stock Exchange.
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(VI) Implementation Status of Ethical Corporate Management and Deviations from the Ethical Corporate Management Best Practice Principles for
TWSE/TPEx Listed Companies and Reasons Thereof

measures

(DDoes the Company develop ethical corporate management|

policies approved by the Board of Directors and clearly

state its policies and practices of ethical corporate

management in the regulations and external documents?

Are the Board of Directors and the senior management]
committed to implementing business policies?

(IT) Does the Company establish the assessment system for]
the risks of unethical machine and regularly analyze and
assess the business activities with higher risks of unethical
conduct within its business scope? Does the Company|
establish prevention programs against unethical conduct
which at least cover the prevention measures for the
conduct specified in Paragraph 2, Article 7 of the "Ethical
Corporate Management Best Practice Principles for
TWSE/GTSM Listed Companies"?

(ITI) Does the Company establish and implement operating
procedures, code of conduct, penalties for violation and|
complaint system in the prevention programs against
unethical conduct, and review and revise the said
programs regularly?

(2) Phihong’s Ethical Corporate Management Best Practice Principles cover the

(3) We have formulated the “Ethical Corporate Management Best Practice

Integrity is the Company’s core corporate value and the central thinking when
implementing all activities. We have formulated the Ethical Corporate
Management Best Practice Principles approved by the Board of Directors. In|
order to motivate all employees (100%) to implement it, we offer training
designed based on the content of the Code of Corporate Ethics and Business
Conduct on their first day of work and sign for approval after their training is
completed.

preventive measures against the unethical conduct mentioned in each paragraph
of Article 7 of the Ethical Corporate Management Best Practice Principles for|
TWSE/TPEx Listed Companies. In addition, according to said principles, we
have conducted assessments of the ethical management risks, and the material
risks identified are the inappropriate acceptance of gifts, the exchange off
entertainment expense for suppliers’ goods and services, and preferential
treatment related to tenders in the field of procurement risks. Therefore, our|
company has designed a gift reporting mechanism in order to block the
possibility of corruption, bribery, and extortion. Meanwhile, we have
formulated anti-corruption and integrity clauses in the relevant contracts with
suppliers/manufacturers, and required them to sign and return the Anti-
corruption Commitment Letter. nsider trading is strictly prohibited, and
opportunities for corruption are eliminated, so as to implement anti-corruption
in daily management and business activities.

Principles” and “Corporate Ethics and Business Code of Conduct” to establish
a corporate culture of honesty and integrity and implement fully the moral
honesty policy. In addition, result verification and reward/punishment
regulations in the ‘employee manual’ are set so employees clearly understand
the code of conduct and accept the reward and punishment as set in the
regulations.

The Company has also formulated the Employee Grievance Management
Regulations and the Illegal, Unethical, or Dishonest Conduct Reporting
Regulations to clearly regulate internal and external grievance process
management. Since 2020, we have sent letters to all employees and suppliers
quarterly, reiterating the importance of compliance with ethics and integrity and
the information on the grievance mailboxes, to promote and implement ethical

management actively.

Evaluation II.nplementat Deviations from the Ethical
Item ion Status Corporate Management Best
Yes| No Summary Practice Principles for
TWSE/TPEx Listed Companies
and Reasons Thereof
[. Establishing ethical corporate management policies and ) . ' o o . ) )
v (1) Phihong’s business philosophy is “integrity, innovation and challenge”.[(1) In compliance with the

Ethical Corporate
Management Best Practice
Principles for TWSE/GTSM
Listed Companies.

(2) In compliance with the
Ethical Corporate
Management Best Practice
Principles for TWSE/GTSM
Listed Companies.

(3) In compliance with the
Ethical Corporate
Management Best Practice
Principles for TWSE/GTSM
Listed Companies.
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Evaluation

Implementation Status

Item

Yes

No

Summary

Deviations from the Ethical
Corporate Management Best
Practice Principles for
TWSE/TPEx Listed
Companies and Reasons
Thereof

[1. Implementing ethical corporate management

(I) Does the Company evaluate the ethical records of]
transaction partners, and stipulate the clauses of]
ethical conduct in the contracts signed with the
transaction partners?

(IT) Does the Company establish an unit under the Board of]
Directors that is exclusive for the promotion of ethical
corporate management and reports regularly (at least
once a year) to the Board of Directors the supervision
of ethical corporate management policies and
prevention programs against unethical conduct?

(IIT) Does the Company adopt policies to prevent conflicts
of interest and provide a proper appeal system and
implement them thoroughly?

(IV) Does the Company have an effective accounting system|
and internal control system set up to facilitate ethical
corporate management? Does the internal audit unit
formulate audit plans based on risk assessment results
of unethical conduct, and audit compliance with the
unethical conduct prevention programs by itself or by
the CPAs?

(V) Does the Company organize internal and external
training on ethical corporate management on a
regular basis?

In the relevant contracts between the Company and suppliers, it is clearly stipulated|

(II) The Company established the Corporate Sustainable Development Committee
in 2014, chaired by the General Manager,

(IIT) The company has established “regulations of the board meetings” to regulate

(IV) The Audit Office under the Board of Directors timely discovers possible

(V) The Company organizes occasional ethical management education and

that suppliers must follow and meet the requirements of the RBA (including
the code of ethics), and that any damage to the Company’s ethical
management and clean corporate image is prohibited in order to eliminate
any possible corruption. In addition, this is also one of the necessary items in
the supplier review and audit.

with the executive assistant to the General Manager Office as the executive
secretary, and the first-level supervisors of business groups as ex officio
members, responsible for the seven corporate social responsibility issues of]
corporate governance, green R&D, supply chain management,
environmental sustainability, customer service, employee care, and social
participation. Ethical management is under the corporate governance
promotion team and is implemented by the Audit Office.

any conflict of interest in the board operations, and has used “corporate
ethics and business code of conduct” to regulate the employees to prevent
conflict of interest. In addition, there is a grievance channel for stakeholders.
Hsien-yi Wang, manager of the Audit Office of the Company, serves as the
point of contact for acceptance of complaints from all stakeholders and to
respond.

deficiencies in the internal control system through routine or ad-hoc audits
and provides suggestions for improvement, while submitting audit reports to
the Audit Committee and the Chairman and reporting on the implementation
status and results to the Board of Directors, to implement the spirit of]
corporate governance.

training. In order to motivate all employees (100%) to implement it, we
offer training on the Code of Corporate Ethics and Business Conduct on
their warrants registration can day of work and sign for approval after their
training is completed.

In addition, in the subsequent new recruits training, the importance and
implementation of ethical management will also be taught.

(1) In compliance with the
Ethical Corporate
Management Best Practice
Principles for
TWSE/GTSM Listed
Companies.

(2) In compliance with the
Ethical Corporate
Management Best Practice
Principles for
TWSE/GTSM Listed
Companies.

(3) In compliance with the
Ethical Corporate
Management Best Practice
Principles for TWSE/GTSM
Listed Companies.

(4) In compliance with the
Ethical Corporate
Management Best Practice
Principles for TWSE/GTSM
Listed Companies.

(5) In compliance with the
Ethical Corporate
Management Best Practice
Principles for TWSE/GTSM
Listed Companies.
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Evaluation
Item

Implementat
ion Status

Deviations from the Ethical
Corporate Management Best

Yes

No

Summary

Practice Principles for
TWSE/TPEx Listed
Companies and Reasons
Thereof

[1I. Implementing the whistle-blowing system

(1) Company has formulated the Employee Grievance Management Regulations

(1) In compliance with the

Does the Company disclose the content and performance of

“Investor” section: The latest financial information and material information are

contents include complete disclosure of the implementation of ethical
management and the ethical code of conduct.
(https://www.phihong.com.tw/index.php?route=investors/investorsq

iye) °

. . i i Ethical Corporate
D Does the Company formulate a concrete whistle-blowing| V and set up Employee Complaint Mailboxes to allow employees to express p )

M and rewar}f s};/stem, build convenient grievancg their opinions in a safe and confidential manner through a rigorous and safe %/[gnqg?mefnt }?FE{;;SP]Er?(%E}CSeM
channels, and assign the appropriate personnel to reporting mechanism. There are also “Stakeholders Complaint Mailbox” and L?srtlec(linSmogni es
investigate the reported parties? “Illegal and Unethical Employee Report P '

holders can have channels for complaints. The Audit Office is responsible
for verifying the content after receiving a report. If it is found to be illegal,
line, or dishonest, it will give disciplinary actions based on the severity of] 5 I b th
(II) Does the Company establish standard operating procedures| v/ the circumstances. @ E}[}fion}pcl ancerv&élt the
for the investigation on complaints and the follow-up (2) The Employee Grievance Management Regulations and the Illegal, Man(;a en&:rrll)toBi::t Practice
measures to be adopted after the investigation is Unethical,or Dishonest Conduct Response Regulations established by the Princi%les for TWSE/GTSM
completed as well as the relevant confidentiality Company behavior defined the standard operating procedures,| 7 isted Companies
mechanisms? e : : . - JMpanies.
. \V confidentiality mechanisms, and whistleblower protection mechanisms. (3) In compliance with the
(ITI) Does the Company take measures to protect whistle- (3) Same as above. Ethical Corporate .
blowers from inappropriate disciplinary actions? Management Best Practice
Principles for TWSE/GTSM
Listed Companies.
[V. Enhancing disclosure of information \% Official website of Phihong (www.phihong.com.tw) : In compliance with the Ethical

Corporate Management Best
Practice Principles for

the Ethical Corporate Management Best Practice Principles disclosed, and ethical management operations are included i
: p ) . TWSE/GTSM Listed
gr}llsttlgncr)ompany website and Market Observation Post "“CSR” section: All CSR reports from 2009 to the present are published. The Companies

V. If the Company has formulated its ethical corporate management best practice principles in accordance with the "Ethical Corporate Management Best Practice Principles for TWSE/GTSM
Listed Companies," any differences between the performance of ethical corporate management and the principles should be disclosed:
In accordance with the Ethical Corporate Management Best Practice Principles for TWSE/GTSM Listed Companies, the Company has formulated Phihong’s Ethical Corporate
Management Best Practice Principles to fully implement the requirements of ethical management in the operations of the Board of Directors and corporate governance.
Although there is a considerable degree of interest in the interaction between enterprises and governments and between enterprises and enterprises, in order to avoid affecting business
integrity and eliminating the risk of corruption, we firmly oppose any behavior that undermines integrity, ethics, corporate image, and interests and define the reward and disciplinary

action system in the Employee Code and the Code of Corporate Ethics and Business Conduct, aiming to eliminate any possible corruption.

We have designed a reporting mechanism for gifts given by suppliers/manufacturers to prevent the possibility of corruption, bribery, and extortion in the first place, and also included anti-
corruption and integrity clauses in relevant contracts with cooperating suppliers/manufacturers for compliance. In order to abide by this together, we will never allow the opportunity for
corruption to occur. Various measures have been taken to directly implement anti-corruption in daily management and business behaviors. Since its implementation, no corruption has ever
occurred.

VI. Other significant information that helps to understand the implementation of ethical corporate management (e.g., review of and amendments to ethical corporate management policies):
In addition to Phihong’s official website (www.phihong.com.tw): the latest financial information, material information, and relevant ethical management operations are available in the
“Investor” section. The detailed important information about ethical management is also available in the CSR reports over the years in the “CSR” section on Phihong’s official website.
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(VII) Access to the Corporate Governance Best Practice Principles and Related Bylaws:
The Company has set up the “Corporate Governance” section under the “Investor” section on the Company’s Website (http://www.phihong.com.tw),
and information such as “Corporate Governance Operation” and other important regulations is available for download by all investors and employees
for reference.

(VIII) Other Significant Information that Provides

Better Understanding Implementation Status of
Corporate Governance None.
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(IX) Implementation Status of Internal Control System
1. Statement of Internal Control

Phihong Technology Co., Ltd.
Statement of Internal Control System

Date: March 7, 2024

Based on the results of the self-assessment, the Company’s internal control system of the Republic of

China in 2023, is stated as follows:

I. The Company recognizes that the establishment, implementation, and maintenance of an internal
control system is the responsibility of the Board of Directors and the Managers of the Company, and
that the Company has established such a system. The purpose is to provide reasonable assurance of
the effectiveness and efficiency of operations (including profitability, performance and safety of
assets), reliability of reporting, timeliness, transparency and compliance with relevant regulations
and relevant Act and regulations.

II. No matter how well designed, an effective internal control system can only provide reasonable
assurance of the achievement of the above three objectives; moreover, due to changes in the
environment and circumstances, the effectiveness of the internal control system may change
accordingly. However, the Company’s internal control system has a self-monitoring mechanism and
once deficiencies are identified, the Company will take corrective action.

III. The Company determines the effectiveness of the design and implementation of the internal

control system in accordance with the “Regulations Governing Establishment of Internal Control
Systems by Public Companies” (hereinafter referred to as “Regulations”).
The judgments of the internal control system adopted in the Regulations are based on the process of
management control, and the internal control system is divided into five components: 1.
environmental control, 2. risk assessment, 3. operational control, 4. information and communication,
and 5. operational supervision. Each component consists of several items. Please refer to the
“Regulations" for the aforementioned items.

IV. The Company has adopted the items of internal control system judgment mentioned above to
evaluate the effectiveness of the design and implementation of the internal control system. V. Based
on the results of the preceding evaluation, the Company believes that the design and implementation
of the Company’s internal control system (including supervision and management of subsidiaries) on
December 31, 2023, including the understanding of the extent to which operational effectiveness and
efficiency objectives are achieved, the reliability of reporting, timeliness, transparency and
compliance with relevant regulations and relevant Act and regulations are effective, and that they can
reasonably ensure the achievement of the above objectives.

VI. This statement will be the main content of the Company's annual report and public explanatory
statement and will be made available to the public. If the contents of the above-mentioned disclosures
contain any misrepresentations or nondisclosures, the Company will be subject to legal liability in
accordance with Article 20, Article 32, Article 171, and Article 174 under the Securities and
Exchange Act.

VII. Hereby declare that this statement was approved by the board of directors at the board meeting held
on March 07, 2024, and out of the 8 directors present, none of them filed an objection, and the rest
agreed to the contents of this statement.

Phihong Technology Co., Ltd.

Chairman: Lin, Chung-Min (signature)

General Manager: Lin, Yang-Hong (signature)

2. If an accountant is appointed to review the internal control system, the accountant’s review report should
be disclosed: Not applicable.
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(X) In the most recent year and as of the publication date of the annual report, the Company and its
internal personnel have been punished according to law, or the Company has punished its
internal personnel for violating the provisions of the internal control system, and the results of
the punishment may have a significant impact on shareholders' rights and interests or securities
prices. The content of the punishment, the main deficiencies and the improvement situation
There were no such cases in the most recent year and up to the date of publication of the annual

report.

(XT) Important resolutions of the shareholders' meeting and the Board of Directors in the most recent

year and up to the date of publication of the annual report
1.Resolutions of the shareholders” meeting in 2023

Procedure for Shareholders’ Meetings .
[11. Election matters: Proposal for the comprehensive re-election of
Directors
IV. Other matters : Release of the non-competition restriction of newly
elected Directors.

Summary of important proposals Implementation

I. Recognizing Issues: L

* Acknowledged the 2022’s annual financial statement case. *  Resolution passed.

* Acknowledged Deficit Compensation for 2022. II. Issues to be *  Resolution
II. Discussed: passed.

* The amendment to “Articles of Incorporation.” II.

* The amendment to partial provisions of “ Procedures for the * In effect.

Endorsement and Guarantee of Funds.” * In effect.
* Amendments to partial provisions of the “Rules of * In effect.

II1. Completed the re-election.
IV. Resolution passed.

2. Important resolutions of the Board of Directors:

Important resolutions for the year 2023 and up to the end of March 2024 are as follows:

Date Summary Implementation
Company’s 2022 year-end bonus distribution plan for managers. fézgllsgocglt in accordance with the
Company’s 2022 year-end bonus distribution plan for Director and Carried out in accordance with the
January 13, |Managers of Zerova resolution
2023 Proposed to apply for a line of credit case with various banks E;gllsgoor}lt in accordance with the
The Company’s 2022 Annual Business Report and the Financial Report to the 2023 shareholders'
Statements,(including Consolidated Financial Statements). meeting for submit
) . R Report to the 2023 shareholders'
The Company’s Surplus earnings distribution proposal for 2022. meeting for submit
The distribution of employee compensation and the directors’ Report to the 2023 shareholders'
remuneration proposal of 2022. meeting for submit
. . . Report to the 2023 shareholders'
Comprehensive re-election of directors proposal . .
meeting for submit
The company convened the 2023 ordinary general meeting of Already announced
shareholders related matters
Accepting shareholder proposals and Nomination-related at the 2023 Already announced
Annual General Meeting. Y
2023 Budget and Capital Expenditures proposal ‘In effect
Tainan 3rd Plant Capital Expenditures proposal Implement according to the plan
The Company’s 2022 “Statement of Internal Control System” Already announced
March 9, Proposal for assessment of the independence of Auditors and CPAs by |. In effect
2023 Q1 of the year 2023
The amendment to partial provisions of the “Articles of Incorporation” |Report to the 2023 shareholders’
proposal. meeting discussion submit
The amendment to partial provisions of the “ procedures for the >
Management of Endorsements and Guarantees” of the Company and Report to the 2023 shareholders
, T meeting discussion submit
the group’s subsidiaries proposal
Formulate the Company’s “Norms for Financial Business Operations ‘In effect
between Stakeholders” proposal
The amendment to partial provisions of the “Rules of Procedure for Report to the 2023 shareholders’
Shareholders Meetings” proposal. meeting discussion submit
The amendment to partial provisions of the Company’s “accounting ‘In effect
system ” proposal
Amendment to the “Authorization Chart” proposal ‘In effect
April 21 Public announcement and report
2023 > |Nomination of Directors and Independent Director Candidates List to the 2023 shareholders’ meeting
election
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Date Sum Implementation
mary
Release of the non-competition restriction of newly elected directors ~ |Report to the 2023 shareholders’
meeting discussion submit
Proposed appointment of the Company’s certified accountant and "In effect
remuneration case
Proposed Establishment of the Company’s “General Principles for Pre-
approval of Non-Assurance Services Policies" In effect
The Company intends to appoint Deloitte & Touche and its affiliates to
provide non-assurance services. In effect
Remuneration adjustment proposal of the Company’ managers Carried out in accordance with the
resolution
Remuneration adjustment proposal of the Company’ 2022 Director Carried out in accordance with the
managers resolution
The Company intends to increase the financial credit line with HSBC | Carried out in accordance with the
Bank (Taiwan) Ltd. resolution
Letter of Guarantee/Letter of Credit between the Company and HSBC |Carried out in accordance with the
(Taiwan) Commercial Bank, Ltd. resolution
The Company and Zerova Technologies, and Taiwan Shin Kong
Commercial Bank, Shanghai Commercial & Savings Bank and Hua Carried out in accordance with the
Nan Commercial Bank jointly sponsored the appointment and bridge |resolution
loan case
Adjustment of the list of director and independent director candidates |Public announcement and report
April 28, |proposed by the 21st meeting of the 14th Board of Directors on April |to the 2023 shareholders’ meeting
2023 21,2023 election
The Company’s Consolidated Financial Statements for the first quarter | Already announced
of 2023 Proposal
The Company and its subsidiaries applied for comprehensive financing . . )
lines from KGI Bank, First Bank, and Taipei Fubon Bank Cartied out in accordance with the
May 11, . _ resolution
2023 Loan to Zerova Technologies USA LLC for US$12 million Already announced
The Company intends to increase funds to Phihong Technology Japan |Carried out in accordance with the
Co., Ltd. for JPY 700 million resolution
The Company intends to subscribe for the capital increase and
issuance of new Co., Ltd. its subsidiary Zerova Technologies Already announced
Holdings Limited (hereinafter referred to as “Zerova KY”).
The Company intends to increase the capital in each of Zerova’s Alread d
June 2, subsidiaries cady announce
2023 The Company intends to loan funds to various subsidiaries of Zerova |Already announced
June 9, 2023 | Election of the 15th Chairman of the Board Already announced
The company plans to sign a joint credit agreement worth NT$3
billion with a group of credit granting banks with Taiwan Shin Kong
Commercial Bank, Shanghai Commercial & Savings Bank and Hua
Nan Commercial Bank a% the coordinating sponsorg banks, providing Already announced
guarantees
June 26 Appointment of the 5Sth Remuneration Committee Already announced
une 26,
2023 Appointment of the 3rd Nomination Committee Already announced
The Company’s subsidiaries have applied for short-term financing lines
and le(:ndorsement guarantees from Shanghai Commercial Bank and KGI Already announced
Ban
J151(3)12331, Capital increase and issuance of new shares by the Company in 2023 | Already announced
The Company’s Consolidated Financial Statements for the second Al
ready announced
quarter of 2023 Proposal
Amendments to the Company’s “Rules and Regulations Governing the | In effect
Organization of the Audit Committee”
?(;IZg;St 11, [Assessment of Dongguan Phitek °s repayment ability ‘In effect
Amendments to the Company’s “Procedures for Loans of Funds from | In effect

Group Subsidiaries to Other Parties”

The Company has applied for short-term financing lines from Shanghai | .

Commercial Bank and EnTie Bank In effect
Amendments to the Company’s “Rules Regulations Governing the ‘In effect
Organization of the Audit Committee”

The Company’s Director Remuneration Distribution Plan for 2022 ‘In effect
Remuneration adjustment proposal of the Company’ managers ‘In effect
Remuneration of the Company’s managers for their part-time ‘In effect

employment in Zerova.
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Date Summary Implementation
The director of the company concurrently serves as the
manager of Zerova and participated in the case of )
September 5 Phihong Technology’s cash capital increase and In effect
28 3em €T, |subscription shares
The Company’s managers can subscribe for shares “In effect
through cash capital increase
The Company’s Consolidated Financial Statements for
the third quarter of 2023 Proposal Already announced
The Company’s Audit Plan for 2024 ‘In effect
Amendments to the Company’s “Procedures for Loans of] .
Funds to Other Parties” In effect
Subsi(iiiary “Dlonigguarll PhitekdElectro.nics gtg Ldtd.f”
intends to apply for a loan and extension of funds from |-
12\16)2\13ember %, “Phihong EPectronics Suzhou Co., Ltd.” In effect
The Company and its subsidiaries intend to apply fora [, effect
financing line and financing endorsement and guarantee
The Company’s Employee Remuneration Distribution ‘In effect
Proposal for Managerial Officers in 2022
The Company’s Operating Budget for 2024 ‘In effect
Proposed appointment of the Company’s CPA and .
remuneration for 2024 In effect
Proposed Establishment of the Comi)any’s 2024
“General Principles for Pre-approval of Non-Assurance |1y effect
Services Policies"
December 20. |Appointment of Deloitte & Touche and its affiliates to |
2023 > |provide non-assurance services. In effect
Amendments to the Company’s “Board of Directors ‘In effect
Performance Evaluation Measures”
Proposal for mid-term assessment of the funds loaned to ‘In effect
the Group’s subsidiaries.
Prgiosed to apply for a line of credit case with various | The relevant operations have been carried
banks out in accordance with the resolution.
I 2% Company’s 2023 year-end bonus distribution plan for The relevan(ti operatiorﬁs }Illave beien carried
anuary 20, managers. out in accordance with the resolution.
2024 Distribution plan of year-end bonus in 2023 to the : .
e T .| The relevant operations have been carried
géoﬁg;ggeisl)ig%é%i:nd Managers concurrently serving out in accordance with the resolution.
The company’s has submit on the Market
The Company’s 2023 Annual Business Report and the | Qbservation Post System Website and the
Financial Statements,(including Consolidated and Ackno;zvled%g:d to fﬂzﬁ 201214 ]((’irdmﬁry b
Standalone Financial Statements). %:prfi!é?l (I)l:lize ing of shareholders have been
) o It has been announced on the Market
The Company’s Surplus earnings distribution proposal |Observation Post System and proposed to
for 2023. the 2024 General Meeting of Shareholders
f 1C g
or recognition.
PR . . Submit for discussion at the 2024 General
Distribut f tion t 1 d direct : - :
ot}ihré (1:1 (;gllll);)n;efrgugg% .1on 0 employees and directors i\ﬁ[g?g\%g of Shareholders in accordance with
Assessment of Independence and Suitability of the The relevant operations have been carried
Company’s CPAs out in accordance with the resolution.
The Company’s 2023 “Statement of Internal Control It has been announced on Market
System”. Observation Post System Website.
By-election of an independent director gg)l:esrs:gg I?%%Z?%Cyi%e?g \I\ng‘ggftte
I(;Iomination of candidates list for one independent Ittl)las been announced on Malr)ket
irector seat Observation Post System Website
Accepting shareholder proposals and Nomination-related | It has been announced on Market
March 07, at the 2024 General Meeting of Shareholders. Observation Post System Website
2024

Release of the non-competition restriction of directors

Proposed for discussion at the 2024 ordinary
General Meeting of Shareholders in
accordance with the law.

Matters relating to the convening of the 2024 General
Meeting of Shareholders of the Company

It has been announced on Market
Observation Post System Website

Formulated the Company’s “Remuneration Measures for

Directors and Managers™ In effect
Amendments to certain provisions of the Company’s
“Rules and Regulations Governing the Organization of | In effect

the Audit Committee”

Amendments to certain provisions of the Company’s
“Code of Conduct for Meetings of the Board of
Directors”

Proposed for discussion at the 2024 ordinary
General Meeting of Shareholders in
accordance with the law.

April §, 2024

By-election of two independent directors

It has been announced on Market
Observation Post System Website
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Date

Summary

Implementation

Nomination of candidates list for two independent director seats

It has been announced on Market
Observation Post System Website

Alterations to the acceptance of nominations for independent director
candidates and the acceptance period

It has been announced on Market
Observation Post System Website

Alterations to the reasons for convening the 2024 General Meeting of
Shareholders of the Company

It has been announced on Market
Observation Post System Website

April 11,
2024

Alterations to the independent director seats in the case of a by-election

It has been announced on Market
Observation Post System Website

Alterations to the nomination of independent director candidates

It has been announced on Market
Observation Post System Website

Alterations to the acceptance of nominations for independent director
candidates and the acceptance period

It has been announced on Market
Observation Post System Website

Alterations to the reasons for convening the 2024 General Meeting of
Shareholders of the Company

It has been announced on Market
Observation Post System Website

(XII) In the most recent year and as of the date of publication of the annual report, if the directors or supervisors have
different opinions on important resolutions passed by the board of directors and have records or written
statements, the main content: None.

(XIIT) A Summary of Resignations and Dismissals of Chairman, General Manager, Accounting Manager, Financial
Manager, Internal Audit Officer, Corporate Governance Officer, or Research and Development Officer during
the Most Recent Fiscal Year or during the Current Fiscal Year up to the Date of Publication of the Annual
Report: None.
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V. Information on CPA Professional Fees

(I) CPA Professional Fees

Name of
the publ.lc Name of Audit Period| Audit Fees Non-audit Total Note
accountin| CPA Fees
g firm
January.01, Containing a public fee of NT$ 160,000
Chang, |2023- for cash capital increase, a public fee of]
Chih-I  |December 31, NT$ 380,000 for transfer pricing report
2023 services provided by the tax department|
of the firm, a business tax deduction visa
fee of NT$ 150,000, a public fee of NT$
800,000 for mutual funds, fees for
Deloitte & 6.650 3.420 10,070 handhng maintenance of overseas
Touche companies, economic substance reports,
January.01, . . .
review reports, and director authority
Hong, 2023- " . NTS
Kuo-Tien [December 31 certificates ampuntmg to
2023 ’ 1,365,000, a public fee of NT$ 530,000
for filing services with the Investment
Commission, and handling fees for|
Fenghong amendment and director]
election changes totaling NT$ 35,000.

Please provide specific details of non-audit fee services (such as tax advisory services, assurance services, or other financial
consulting services):

Note: If the company changes auditors or audit firms during the fiscal year, please separately list the audit periods and
explain the reasons for the change in the remarks column. Disclose in sequence the audit and non-audit fees paid. Non-
audit fees should also be accompanied by explanations of the services provided.

(IIT) If the accounting firm is replaced and the Audit Fee paid in the replacement year is reduced
compared to the Audit Fee in the previous year, the amount and reason of the audit public fee before
and after the replacement shall be disclosed: None. °

(IV)If audit fees decrease by more than ten percent compared to the previous fiscal year, the amount,
percentage, and reasons for the decrease in audit fees should be disclosed.

1. Audit fee reduction amount: NT$ 1,680,000.

2. Audit fee reduction percentage: 20.17%.

3. Reasons: (1) The parent company spun off its EV business, reducing audit costs, resulting in a
decrease in fees by NT$ 430,000 yuan. (2) There was a spin-off of EV matters in the subsidiary
company in Vietnam, increasing audit costs; while audit matters in other subsidiary companies
decreased, leading to a relative adjustment in fees, resulting in a decrease in fees by NT$
400,000.

VI. Information on Replacement of CPAs
(I) Previous Accountant

Replacement Date March 9, 2023

To comply with the maintenance of auditor independence by Deloitte
Touche Tohmatsu Certified Public Accountants, and to implement the
rotation mechanism for internal auditors within the firm.

Reason for Replacement and Explanation

Parties involved .
Situation Accountant | Appointed person
Indlgate that the appointer or accountant has Voluntary termination of Not Not applicable
terminated or refused to accept the . .
. appointment applicable
appointment.
No longer accept (continue) Not Not applicable
appointment applicable
Audit opinions and reasons issued other than
. L o No
unqualified opinions within the last two years.
Accounting principles or
Whether there have been differing opinions YES practices
between the auditor and the issuer Disclosure of financial
statements
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Scope or steps of audit

Others

No \%

Explanation

Other disclosure items (to be disclosed in
accordance with Article 10, Paragraph 6,
Subparagraph 1, Items 4 to 7 of this Guidelines).

No

(IT) Successor Accountant
Name of the public accounting firm

Name of CPA

Deloitte & Touche
Chang, Chih-I, Hong, Kuo-Tien CPA
March 9, 2023

Date of appointment

Consultation and results regarding accounting treatment Not applicable
methods or principles for specific transactions prior to

appointment and potential opinions on the issuance of

financial statements.

Written opinions of successor accountants on matters where Not applicable

they differ from predecessor accountants

(III) The company should send letters regarding the three specified matters in the first item and the preceding
item to the former accountant, and notify the former accountant that if there are any differing opinions,
they should respond within ten days. The company should disclose the former accountant's response:
Not applicable.

VIIL. Chairman, President, or Any Managerial Officer in Charge of Financial or
Accounting Matters in the Most Recent Fiscal Year Holding a Position at the CPAs'
Accounting Firm or at an Affiliate of Such Accounting Firm

There were no such cases in the most recent year and up to the date of publication of the
annual report.

VIII. Any Transfer of Equity Interests and/or Pledge of or Change in Equity Interests
(in the Most Recent Fiscal Year or during the Current Fiscal Year up to the Date of
Publication of the Annual Report) by Directors, Managerial Officers, or Shareholders
with a Stake of More than 10%

(I) Change in Equity Interests by Directors, Managerial Officers, or Major Shareholders:

Unit: share
For the year of 2024, ending on
Year of 2023 April 14th.
. LTS Ot e Number of pledged Number of shares | Number of pledged
Title Name held
shares held shares
Increase (decrease) .
. Increase (decrease) in | Increase (decrease) | Increase (decrease)
in number R .
number in number in number
. . . 15,050,000
(Chaimanand CEO Lin, Chung-Min 2,838,774 (15,500,000) 0 0
Director Lin, Fei-Hong 668,122 1,350,000 0 0
Kuen Feng Investment Lid. 339,720 700,000 0 0
i (700,000)
Director Representative : Chiang, Wei-
Feng, 0 0 0 0
(Note 1)
Kuan Feng Investment Ltd.: 339,720 ( 770%0(’)%%(; 0 0
Director R ative : Lin. Y. >
epresentative - L, Yang- 650,122 1,350,000 0 0
Hong
Taiwan Cement Corporation: 4,199,905 0 0 0
Director Representative : Yu Ming-Jen 0 0 0 0
(Note 2)
Infiependent Hong, Yu-Yuan 0 0 0 0
Director
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For the year of 2024, ending on
Year of 2023 April 14th.
. Sl ol elie Number of pledged Number of shares | Number of pledged
Title Name held
shares held shares
Increase (decrease) .
. Increase (decrease) in | Increase (decrease) | Increase (decrease)
in number . !
number in number in number
InFlependent Lin, Kuei-Hong 0 0 0 0
Director
Independent
Director Wu, Chung-Shu (Note 2) 0 0 0 0
Independent
Director Fu, Tsu-Sheng (Note 4) 0 0 0 0
Independent .
Director Chang, Hsien-Ta (Note 3) 0 0 0 0
Director Wang, Chia-Kun(Note 3) 0 0 0 0
Director Chou, Ming-Chih (Note 3) 0 0 0 0
Director Chou, Ta-Jen (Note 3) 0 0 0 0
Director . 700,000
Kuan Feng Investment Ltd.: 339,720 (700,000) 0 0
Representative : Yang, Shih-
Hsiung 0 0 0 0
(Note 3)
Director Taiwan Cement Corporation: 4,199,905 0 0 0
Representative : Wang, Chien-
Chuan (3£3) 0 0 0 0
Lin, Yang-Hong 650,122 1,350,000 0 0
Vice Presidents Chang, Yuan-Shun (10,000) 0 0 0
[Vice Presidents . 75,000 0
Chien, Wen-Sung (30,000) 0 (45,000) 0
Assistant Vice P
Presidents Liu, Jia-Xiang 62,633 0 0 0
R, 43,000 0
Head of finance Li, Pei-Yi 0 0 (40,000) 0
Head of R 37,548
accounting Chen, Kuei-Chih (37,543) 0 0 0

Note 1: Director Chiang, Wei-Feng was originally a natural person director and was appointed as the legal representative director of Kuan Feng
Investment Ltd. after the full re-election of the shareholders' meeting on June 9, 2023.

Note 2: Director Yu: Ming-Jen and Independent Director Wu, Chung-Shu were newly appointed after the full re-election of the shareholders'
meeting on June 9, 2023.

Note 3: Directors Wu, Chung-Shu, Chou, Ming-Chih, Chou Ta-Jen, Yang, Shih-Hsiung, Wang, Chia-Kun, and Independent Director Chang, Hsien-
Ta resigned after the full re-election of the shareholders' meeting on June 9, 2023.

Note 4: Independent Director Fu, Tsu-Sheng was newly appointed after the full re-election of the shareholders' meeting on June 9, 2023, and
resigned on August 31, 2023.

(IT) Information on the counterparty of equity interests transferred or pledged where the
counterparty is a related party:

Any Transfer of Equity Interests and/or Pledge of or Change in Equity Interests by Directors,
Managerial Officers, or Shareholders with a Stake of More than 10%.
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IX. Information of Shareholder Being a Related Party, Spouse, or Relative

within the Second Degree of Kinship of Another, with number of shareholding

ranked in top 10.

April 14, 2024; Unit: share; %

NAMES ANDREL ATIONSHIPSOF THETOP 10

Shareholding Held Shares held
Shares held by the . SHAREHOLDERS WHOHAVEREL ATEDPARTIES
R by Spouse & Minor under another
individual . ORARESPOUSESORRELATIVESWITHINTHE
Children person's name
Name SECONDDEGREEOFKINSHIP. Note
Number
Number of [Sharehold Number of  |Sharehold hareholdi
of Title (or Name) Relationship
Shares ing (%) Shares ing (%) ng (%)
Shares
None | None Chien, Shu-Nu Spouse
. . Lin, Fei-Hon Paternit,
Lin, Chung Min  [54,541,837 | 12.65 | 4,240,081|  0.98 — £ e
Lin, Yang-Hong Paternity
Lin, Kuan-Hong | Paternity
Taiwan Cement Co., 41,719,905 9.68 None None | None | None None None None
Ltd.
Taiwan Cement Co., None None None
Lud. . None None None None None None
Representative:Yu
Ming-Jen
Citibank (Taiwan) None None None
Ltd. in Custody for 7,269,659 1.69 None None None | None
Norges Bank
Wang, Ming-Chieh 5,538,637 1.28 None None | None | None None None None
Lin, Chung Min Spouse
. Lin, Fei-Hon Mother-child
Chien, Shu-Nu 4240,081 | 098 | 54,541,837 | 12.65 | None | None — £ =2 None
Lin, Yang-Hong | Mother-child
Lin, Kuan-Hong | Mother-child
Lin, Chung Min Paternity
. . Chien, Shu-N Mother-child
Lin, Fei-Hong 4044122 | 094 None None | None | None —HCT, SAUTu | Volher Pl None
Lin, Kuan-Hong | Brotherhood
Lin, Yang-Hong | Brotherhood
Lin, Chung Min Paternity
. Chien, Shu-N Mother-child
Lin, Yang-Hong 4,034,122 0.94 63 0 None | None AR ! None
Lin, Fei-Hong Brotherhood
Lin, Kuan-Hong | Brotherhood
Lin, Chung Min Paternity
. Chien, Shu-N Mother-child
Lin, Kuan-Hong 4,019,122 0.93 None None None None .1 — Sl e None
Lin, Fei-Hong Brotherhood
Lin, Yang-Hong [ Brotherhood
Kuan Feng None
3,374,625 0.78 None None None None None None
Investment Ltd.
Kuan Feng None
Investment I."td' None None None None None None None None
Representative:
Chiang, Wei-Feng
Kuan Feng Lin, Chung Min Paternity
. Chien, Shu-N Mother-child
Investmel.lt Ltd‘ 4,034,122 0.94 63 0 None | None e, Sau- T e None
Representative: Lin, Lin, Fei-Hong Brotherhood
Yang-Hong Lin, Kuan-Hong | Brotherhood
Chase Bank N.A.,
Taipei Branch in
custody for
Vangu'ard Total 2,812,768 0.65 None None None | None None None None
International Stock
Index Fund, a series
of Vanguard Star
Funds
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X.The number of shares held by the company, directors, executives, and businesses
directly or indirectly controlled by the company, in the same invested enterprise, and
the comprehensive shareholding ratio calculated by consolidation.

December 31, 2023 ; Unit: NTD1,000 share

Reinvestment Business

Investments by the Company

Investments by Directors,
Supervisors, Managers
and Direct or Indirect

Control Business

Comprehensive Investments

(Note)
Numberashars | Sl | Nberof ooy | Nl Gy
%) (%)
PHIHONG INTERNATIONAL CORP. 102,421,351 100% - - 102,421,351 100%
PHIHONG USA CORP. 3,100,000 100% - - 3,100,000 100%
PHITEK INTERNATIONAL CO.,LTD. 18,840,000 100% - - 18,840,000 100%
ASCENT ALLIANCE LTD 12,012,600 100% - - 12,012,600 100%
PHIHONG TECHNOLOGY JAPAN
25,000 100% - - 25,000 100%
CO.,LTD.
PHIHONG VIETNAM CO.,LTD 65,000,000 100% - - 65,000,000 100%
Guang-Lai Investment Co., Ltd. 13,975,828 100% - - 13,975,828 100%
Zhong-Xuan Venture Capital Co., Ltd. 686,901 32.26%| 228,967 | 10.75% 915,868 43.01%
Zerova Technologies Taiwan Limited 60,000,000 100% 60,000,000 100%
Zerova Technologies Holdings Limited 699,272,603 100% - - 699,272,603 100%

Note: Refers to investments accounted for using the equity method by the company.
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Four Information on Capital Raising Activities

I. Capital and Shares

(D) Source of Capital

1. Capital Formation Process

Unit: NT$1000; share

Authorized Capital Paid-in Capital Remarks
Year/ T Fartosewhopadir
Month P Number of Number of . .
Amount Amount Source of Capital shaswihpopatyoha Others
Shares Shares
tench
12,1972 100 2,000 200 2,000 200 | Company founded None —
07, 1977 100 30,000 3,000 30,000 3,000 | Cash capital increase 2,800 None —
07,1977 100 200,000 20,000 200,000 20,000 | Cash capital increase 17,000 None —
10, 1983 100 300,000 30,000 300,000 30,000 | Cash capital increase 10,000 None —
09, 1985 100 400,000 40,000 400,000 40,000 | Cash capital increase 10,000 None —
12, 1987 100 600,000 60,000 600,000 60,000 | Cash capital increase 20,000 None —
12, 1989 10 14,000,000 140,000 14,000,000 140,000 | C2sh capital inerease 68,000 None -
Capital increase from surplus 12,000
12 Cash capital increase 48,000 None Securities and Exchange Commission of the Ministry of
199’0 10 40,000,000 400,000 20,900,000 209,000 Surplus capital increase 16,800 Finance Order (79)- Tai-Cai-Zheng-(Y1) No. 02636 issued
Capital reserve 4,200 onOctober 15, 1990
None Securitiesand Exchange Commission ofthe Ministry of Finance]
10, 1991 10 40,000,000 400,000 22,990,000 229,900 | Capital increase from surplus 20,9000 Order (80)Tai-Cai-Zheng<(Y1) No. 01608 issued on July 19}
191
10 Cash capital increase 49,000 None Securities and Futures Commission of the Ministry of Finance]
199’7 10 40,000,000 400,000 32,163,141 321,631 | Surplus capital increase 41,382 Order (86)- Tai-Cai-Zheng<(Yi) No. 52641 issued on July 4,
Employee bonus 1,349 1997
01,1998 10 40,000,000 400,000 37,263,141 372,631 Cash capital increase 51,000 None mﬂg‘mggmmymdﬁfwm
Surplus capital increase 68,610 None Seauities and Futures Commission of the Ministry of Finance
07,1998 10 140,000,000 1,400,000 65,000,000 650,000 Employee bonus 8,759 Order(®7) T Cai-Zhengs(Yi) No. 58899 sl uly9, 1998
Surplus capital increase 393,474 None Securies and Futures Conmission of e Ministy of Firenod
06, 1999 10 140,000,000 1,400,000 107,000,000 1,070,000 . ’ Order (83)-TarCai-Zheng(Yi) No. 56307 issued on Jure 21
Employee bonus 26,526 199
s None Seauities and Futures Commission of the Ministry of Finance
05, Surplus capital increase 482,000 i X
2000 10 180,000,000 1,800,000 153,460,000 1,534,600 Employee bonus 36,600 % (89)Tai-Cai-Zheng(Yi) No. 41689 issuad on May 12}
Surplus capital increase 383,650 s and Fites ision of he Ministy of Firency
05,2001 10 280,000,000 2,800,000 196,050,000 1,960,500 ’ None Order (90) Tai-Cai-Zheng<(Y1) No. 129627 issued on May 15
Employee bonus 42,250 201
Lo Securitiesand Futures Commissionof the Ministry of Finance Orclar]
Surplus capital increase 352,890 S .
(90) Tai-Cai-Zheng{( Y1) No. 129627 issued onMay 15,2001
06, 2002 10 430,000,000 4,300,000 257,119,474 2,571,195 Eglglggiigz?sj ;112§07135 None Sccuiicsand Futtres CommissionofiheMinisty of Firencel et
’ TaiCai-Zheng YrZiNo.091013584 issued onJuly 1,2002
S None Financial Supervisory Commission of the Executive]
06, 2004 10 520,000,000 5,200,000 292,381,563 2,023,816| Surplus capital increase 308,543 Yuan, June 25, 1997, Financial Management Certificate
Employee bonus 44,078
1-No. 0970031683
None Securities and Futures Commission of the Ministry of Finance]
03, 2004 10 520,000,000 5,200,000 293,156,653 2,931,567 |[ECB conversion 7,751 Letier Ta-Cai-ZhengYiZi No. 0920151091 issued onf
Novermber26,2003
Surplus capital increase 146,678 fesand Futres ission of e Ministy of Finency
06, 2004 10 520,000,000 5,200,000 310,338,987 3,103,390 ? None Letter Tai-Cai-Zheng-Y1-Zi No. 0930124323 issued onJune 1,
Employee bonus 25,145 004
1 Financial Supervisory Commission of the Executive]
08, 2005 10 520,000,000 5,200,000 319,614,482 3,196,145 | Surplus capital increase 85,432 None Yuan Letter Jin-Guang-Zheng-Yi-Zi No. 0940126807
Employee bonus 7,323 .
issued on July 4, 2005
Securities and Futures Commission of the Ministry of]
02, 2006 10 520,000,000 5,200,000 314,049,482 3,140,495 | Capital reduction in treasury shares 5,650 None Finance Letter Tai-Cai-Zheng-Yi-Zi No. 0920107679
issued on March 5,2003
e Financial Supervisory Commission of the Executive]
08, 2006 10 520,000,000 5,200,000 339,883,829 3,398,838 | Surplus eapital increase 220,537 None Yuan Letier Jin-Guemg-Zheng-Yi-Zi No. 0950126931
Employee bonus 37,806 .
issued on June 28, 2006
Capital reduction of treasury shares by Sccuriics and Fustes Conmission of e Minisy of Firenc
12,2006 10 520,000,000 5,200,000 329,883,829 3,298,838 100.000 None Letter TaiCai-ZhengYi-Zi No. (0920160062 issued o)
’ Deocermber 18,2003
o Financial Supervisory Commission of the Executive
08, 2007 10 520,000,000 5,200,000 348,828,587 3,488,286 Surplus capital increase 148,448 None Yuan Letter Jin-Guang-Zheng-Yi-Zi No. 0960032161
Employee bonus 41,000 .
issued on June 26, 2007
Surplus capital increase 303,481 Financial Supervisory Commission of the Executive
08, 2008 10 600,000,000 6,000,000 384,050,910 3,840,509 | Employee bonus 48,742 None Yuan Letter Jin-Guang-Zheng-Yi-Zi No. 0970031683
issued on June 25, 2008
Financial Supervisory Commission of the Executive
06, 2009 10 600,000,000 6,000,000 367,587,910 3,675,879 | Capital reduction of treasury shares 16,463 None Yuan Letter Jin-Guang-Zheng-San-Zi No. 0980018409
issued on April 27, 2009
Financial Supervisory Commission of the Executive
05,2010 10 600,000,000 6,000,000 371,754,910 3,717,549 | Enployeesodkqpiors41650 None Yuan Letter Jin-Guang-Zheng-Yi-Zi No. 0960069508
issued on December 11,2007
Financial Supervisory Commission of the Executive
07,2010 10 600,000,000 6,000,000 372,376,910 3,723,769 | Enployeesockaptias 620 None “Yuan Letter Jin-Guang-Zheng-Yi-Zi No. 0960069508
issued on December 11,2007
Financial Supervisory Commission of the Executive Yuan
08, 2020 10 600,000,000 6,000,000 272,376,910 2,723,769 | Cehcpidtiachcion 1000000 None Letter Jin-Guang-Zheng-Fa-Zi No. 0990033560 issued on
July9,2010
Financial Supervisory Commission of the Executive
01,2011 10 600,000,000 6,000,000 272,548,910 2,725,489 | Enployeesiockeptiars L7220 None “Yuan Letter Jin-Guang-Zheng-Yi-Zi No. 0960069508
issued on December 11,2007
Financial Supervisory Commission of the Executive
05,2011 10 600,000,000 6,000,000 274,806,910 2,748,069 | Enployeesiockaptiors 22580 None Yuan Letter Jin-Guang-Zheng-Yi-Zi No. 0960069508
issued on December 11, 2007
Financial Supervisory Commission of the Executive
07,2011 10 600,000,000 6,000,000 274,870,910 2,748,709 | Enployeesockaptias 640 None “Yuan Letter Jin-Guang-Zheng-Yi-Zi No. 0960069508
issued on December 11,2007
Financial Supervisory Commission of the Executive
09,2011 10 600,000,000 6,000,000 274,932,910 2,749,329 | Enployeesockepiars. 60 None Yuan Letter Jin-Guang-Zheng-Yi-Zi No. 0960069508
issued on December 11, 2007
Financial Supervisory Commission of the Executive
042012 10 600,000,000 6,000,000 276,858,910 2,768,589 | Employaesiodkaptirs 19260 None Yuan Letter Jin-Guang-Zheng-Yi-Zi No. 0960069508
issued on December 11,2007
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Authorized Capital Paid-in Capital Remarks
Year/ — Fod o~
Month P Number of Number of . .
Amount Amount Source of Capital shacswihpropatyoha Others
Shares Shares
fench
Financial Supervisory Commission of the Executive
10 600,000,000 6,000,000 277,043,910 2,770,439 | Enployeesiockeptiors 1850 None Yuan Letter Jin-Guang-Zheng-Yi-Zi No. 0960069508
issued on December 11,2007
Financial Supervisory Commission of the Executive
10 600,000,000 6,000,000 277,108,910 2,771,089 | Enployaesiockeptias 630 None Yuan Letter Jin-Guang-Zheng-Yi-Zi No. 0960069508
issued on December 11,2007
Financial Supervision and Administration Commission of
10 600,000,000 6,000,000 277,163,910 2,771,639 | Enpoyeesockeptiars: 550 None the Executive Yuan on December 11,2007 Financial
M. rent Certificate-I- No. 0960069508
Ministry of Economic Affairs and Commerce
10 600,000,000 6,000,000 277,688,416 2,776,884 CB conversion 5,245 None Department No. 0301242790 issued on
December 25, 2014
Ministry of Economic Affairs and Commerce
10 600,000,000 6,000,000 337,688,416 3,376,884 | Cash capital increase 600,000 None Department No. 10601037870 issued on
March 24, 2017
Private cquity capital increase Ministry of Economic Affairs and Commerce
10 600,000,000 6,000,000 375,208,416 3,752,084 N None Department No. 11101045330 issued on
375,200
March 23, 2022
Department of Commerce, Ministry of
10 600,000,000 6,000,000 431,208,416 4,312,084 | Cash capital increase 560,000 None Economic Affairs, No. 11230214220 issued o
November 24, 2023

2.Share type April 14, 2024 Unit: Share
Approved share capital
Share Type Outstanding shares . Remark
Listed Privately Offered Unissued shares Lotal
O;ﬁ;‘rlzls'y 393,688,416 | 37,520,000 168,791,584 600,000,000

3. Information on the Consolidated Filing System: None.

(IT) Shareholder structure

April 14, 2024

Unit: Share; %

Shareholder| _
structure| Government Financial | oreen
. . Other legal persons Personal institutions and Total
agencies Institutions foreioners
Quantity &
[Number of people 1 6 270 96,493 184 96,954
[Number of shares held 3 932,214 48,827,328 350,007,299 31,441,572 431,208,416
Holding ratio 0.00 0.22 11.32 81.17 7.29 100.00
(V)Equity dispersion

1. Dispersion of common stock equity:

April 14, 2024 Unit: people, share, %

Shareholding (%) Number of Shareholders Number of Shares Percentage of Ownership (%)
1 to 999 45,457 3,181,581 0.74
1,000 to 5,000 41,470 82,825,253 19.21
5,001 to 10,000 5,459 41,537,334 9.63
10,001 to 15,000 1,755 21,849,371 5.07
15,001 to 20,000 912 16,578,405 3.84
20,001 to 30,000 806 20,037,103 4.65
30,001 to 40,000 325 11,485,336 2.66
40,001 to 50,000 197 9,042,905 2.10
50,001 to 100,000 332 23,417,120 5.43
100,001 to 200,000 139 18,965,087 4.40
200,001 to 400,000 57 16,178,744 3.75
400,001 to 600,000 12 5,091,712 1.32
600,001 to 800,000 7 4,813,079 1.12
800,001 to 1,000,000 3 2,620,339 0.61
Over 1,000,001 23 152,985,047 35.47
Total 96,954 431,208,416 100.00
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2. Situation of dispersion of special shares: no such situation

(IV) List of major shareholders: The top ten shareholders holding more than 5% of the total shares or

accounting for the proportion of equity April 14, 2024; Unit: Share, %
Shares Percentage of
Name of Major Shareholder Shares Number of Shares | nership (%)
Lin, Chung Min 54,541,837 12.65
Taiwan Cement Corporation 41,719,905 9.68
Citibank (Taiwan) Ltd. in Custody for Norges Bank 7,269,659 1.69
Wang, Ming-Chich 5,538,637 1.28
Chien, Shu-Nu 4,240,081 0.98
Lin, Fei-Hong 4,044,122 0.94
Lin, Yang-Hong 4,034,122 0.94
Lin, Kuan-Hong 4,019,122 0.93
Kuan Feng Investment Ltd. 3,374,625 0.78
Chase Bank N.A., Taipei Branch in custody for Vanguard Total 5 812.768 0.65
International Stock Index Fund, a series of Vanguard Star Funds T )

(V) Recent Two-Year Data for Market Price, Net Asset Value, Earnings, Dividends, and Related
Information
Unit: NTD, Thousand Shares

Year January 1 to
2022 2023
Item March 31, 2024
. Highest 53.00 87.00 63.20
Market price
per share Lowest 30.05 37.70 52.80
Average 39.88 62.54 58.61
Net asset value Before Distribution 16.59 24 .47 22.62
per share (Note 1) |After Distribution 16.59 24.47 22.62
Weighted A Number of
Earnings per crehited Average Number o 375,208 384,567 431,208
Sh Shares
are Earnings per [Before Adjustment 0.19 0.68 0.16
Shar After Adjustment 0.19 0.68 0.16
Cash Dividends 0 0 0
Dividend per Earnings Distribution 0 0 0
Sh Bonus |Bonus Shares
are
Shares [Capital Reserve Bonus 0
0 0
Shares
Cumulative Unpaid Dividends 0 0 0
Investment Return |Price-Earnings Ratio (Note 2) 209.89 91.97 91.58
Analysis Price-to-Book Ratio (Note 3) — — —
Cash Dividend Yield (Note 4) — — —

Note 1: Please refer to the number of shares issued at the end of the year and fill in the information based on the distribution
resolution of the board of directors or the shareholders' meeting of the following year.

Note 2: Price-to-earnings ratio = average closing price per share for the year/earnings per share.

Note 3: Cost-to-interest ratio = average closing price per share for the year/cash dividend per share.

Note 4: Cash dividend yield = cash dividend per share / average closing price per share for the year.

(VI) Company Dividend Policy and Execution Status

1.Dividend Policy:
If there is a surplus after the annual final accounts of the Company, the Company shall pay
taxes in accordance with the law and make up for accumulated losses. Then, 10% of the remaining
surplus will be allocated as statutory earnings reserve. If the statutory earnings reserve has reached

the Company's paid-in capital, no further allocation is required. The remaining surplus will be
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appropriated or reversed into special earnings reserves according to the regulations. If there is still
a balance, it will be combined with the accumulated undistributed earnings, and the board of
directors will draft a proposal for surplus distribution and submit it to the shareholders' meeting for
a resolution on dividend distribution.

The Company's dividend policy considers future capital needs and long-term financial
planning. If the distributable earnings for the year do not reach 15% of the paid-in capital, no
dividends will be distributed. If the distributable earnings for the year exceed 15% of the paid-in
capital, at least 10% of the distributable earnings will be allocated as shareholder dividends, with
cash dividends accounting for no less than 10% of the total dividends distributed annually.

2.Proposed Dividend Distribution at the Current Shareholders' Meeting:

The Company's net profit after tax for 2023 is NTD262,551,178, with an opening accumulated
loss of zero. Adding a re-measurement of the defined benefit plan of NTD5,295,204, and in
accordance with the Company's articles of incorporation and relevant laws and regulations, 10%
has been allocated as a legal reserve (NTD26,784,638) and a special earnings reserve of
NTD54,513,623. The distributable surplus amounts to NTD186,548,121.

According to the Company's Articles of Incorporation, if the distributable earnings for the
current year do not reach 15% of the paid-in capital, no dividends will be distributed. For 2023, the
distributable surplus is NTD186,548,121, which is less than 15% of the paid-in capital. Therefore,
it is proposed that no dividends be distributed.

(VII) Impact of Proposed Bonus Share Distribution at the Current Shareholders' Meeting on

Company Business Performance and Earnings per Share:

This shareholders' meeting has not proposed any bonus share distribution, and the Company is
not required to disclose its financial forecast for 2024 according to regulations. Therefore, annual
forecast information does not need to be disclosed.

(VII) This shareholders' meeting has not proposed any bonus share distribution, and the Company is not
required to disclose its financial forecast for 2024 according to regulations. Therefore, annual forecast
information does not need to be disclosed.
1.Percentage or Range of Employee and Director Compensation as Stated in the Articles of

Incorporation:

If the Company has profits for the year, it shall allocate at least 10% for employee
remuneration. The distribution, either in shares or cash, will be decided by the Board of Directors,
and may include employees of subsidiaries who meet certain criteria. The Company may also
allocate up to 2% of the profit for directors remuneration, as decided by the Board of Directors. The
employee and directors compensation distribution plan should be reported at the shareholders'
meeting. However, if the Company still has accumulated losses, the amount required to cover these
losses should be retained first, before allocating employee and director remuneration according to
the aforementioned percentages.

2. The basis for estimating the amount of employee and director remuneration for this period, the
calculation basis for the number of shares allocated as employee compensation, and accounting
treatment if the actual distributed amount differs from the estimate:

(1) Basis for Estimating Employee and Director Remuneration for This Period: The estimate is
based on the annual profit and is calculated according to the percentage specified in the
Company's articles of incorporation.

(2) The Number of Shares Allocated as Stock Dividends: Not applicable.

(3) Any difference between the actual distributed amount and the estimated amount will be
carried over to the profit and loss of the following fiscal year.

3.Remuneration Distribution Approved by the Board of Directors:

* On March 7, 2024, the Company's Board of Directors approved the distribution of 2023

earnings as follows:

Proposed Employee Remuneration: NTD28,702,358, all to be paid in cash.

Proposed Director Remuneration: NTD5,740,472, all to be paid in cash.

Accounting Treatment of Differences between Board-Approved Director Remuneration
and Estimated Expense Amounts: No differences.

* Proportion of Employee Remuneration Distributed as Stock to Current Period Individual
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Financial Report Net Profit and Total Employee Remuneration: Not applicable.
4. Actual Distribution of Employee and Director Remuneration in the Previous Year:
In 2022, the Company paid employee remuneration of NTD13,462,466 and director remuneration

of NTD2,692,493, with no difference from
amounts.
(IX) Company's Repurchase of Its Own Shares: No

I1. Corporate Bonds
(D) Corporate Bonds

the recorded employee and director remuneration

such occurrence.

Types of Corporate Bonds

The 1st Secured Ordinary Corporate Bond

Issuance of 2021:
Issue (Handle) Date March 25, 2021
Value Issue Amount NT$10,000,000 ~
Issuance & Conversion Location Trading Location: Taipei Exchange
Offering Price Issuance Terms: Fully issued at par value
Total Value Total Issue Amount: NTD700,000,000
Interest rate Coupon Rate: 0.60% per annum
Term Maturity: 5-year term, maturing on March 25, 2026

Guarantee Agency

The guarantor of this corporate bond is as follows:
Hua Nan Commercial Bank, Ltd.
Total issue amount: NTD700 million

Trustee Bank Sinopac Co., Ltd.
Underwriting Agency KGI Securities Co., Ltd.
Certification Attorney Yicheng United Law Firm, Attorney Guo, Hui-Ji
CPA Deloitte & Touche CPAs

The principal of the corporate bonds will be repaid in
Repayment Method one lump sum on the maturity date from the date of

issuance

Outstanding principal as at the date of publication of

NTD700,000,000
the annual report
Terms of redemption or prepayment None
Restrictive Clause None

Agency name: Taiwan Ratings Corporation
Rating level: :

subscribed) up to the date of publication of
the annual report

Name of credit rating agency, rating date, guarantee :latllng Rating
corporate bond rating results sency evet date
Hua Nan June 19
Commercial twAA+ ’
2020
Bank
Amount of ordinary shares, overseas
depositary receipts, or other marketable
securities converted (exchanged or None

Other rights

Issuance and Conversion (Exchange or
Subscription) Method

Measures for the Issuance of the 1st Secured Ordinary
Corporate Bonds of Phihong Technology (Stock)
Company in 2021

Issuance and conversion, or share subscription|
method, issuance conditions may dilute the
equity and the impact on existing shareholders’
rights and interests

None

The name of the custodian institution for the

subject of the exchange

None

(I) Converting corporate bond information: None.
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II1. Preferred Shares

There were no such cases in the most recent year and up to the date of publication of the
annual report.

IV. Global Depository Shares

There were no such cases in the most recent year and up to the date of publication of the
annual report.

V. Employee share subscription warrants

There were no such cases in the most recent year and up to the date of publication of the annual report.

VI. New Restricted Employee Shares

There were no such cases in the most recent year and up to the date of publication of the annual
report.

VII. Issuance of New Shares in Connection with Mergers or Acquisitions or with
Acquisitions of Shares of Other Companies

()Consolidated Group Restructuring on April 17, 2023
Basic Information Table of Acquired and Transferred Companies

Date: Dec. 31, 2023

Unit: NT$ Target Company Transferee Company
Name Zerova Technologies Taiwan Limited Ltd. |Zerova Technologies SG Pte. (hereinafter
(ZTM) referred to as Zerova ZSH)
. 111 NORTH BRIDGE ROAD
Address fo. 99, Zhengnan IstSt, Yongkang DIst. 40650 PENINSULA PLAZA
ty SINGAPORE (179098)
Representative Lin, Fei-Hong Lin, Fei-Hong
Paid-in Capital NT$600,000,000 USD 65,872,407.8
Main Businesses and Product Manufactures and sells electronic equipment Malfes reinvestments and sells electronic
equipment
Main Product EV charging station EV charging station
Total Assets 1,558,477,611 3,107,597,716
Total Liabilities 508,253,471 410,763,085

=  |Shareholders’ Equity 1,050,224,140 2,696,834,631

% Operating revenue 1,781,809,513 3,173,327,757

=

= |Gross profit 1,154,859,132 812,439,169

<

é § |Operating Profits 427,391,193 50,369,178

SIS :

% g Total income (loss) for the 347,703,946 584,620,001

8 5 |year

O =

# .E |Earnings per share Note Note
Note: As Prominova Technology Co., Ltd. is a privately held company, there is no requirement to disclose earnings per share

information in the financial statements.

1. Restructuring Reason: Prior to the restructuring, ZTM was a wholly-owned subsidiary of
our Company. ZSH is a subsidiary of our Company that holds 100% of the shares of
Zerova Technologies Holdings Limited, a Cayman Islands company (hereinafter referred
to as "ZKH"), through another wholly-owned subsidiary. To meet the operational needs
of the group, both parties intend to proceed with a share conversion in accordance with
Article 29 of the Company Act, with ZSH issuing new shares to our Company as
consideration to acquire all issued and outstanding shares of ZTM. This share conversion
is considered an organizational adjustment. After the share conversion, ZSH will be
directly held by our Company through ZKH and indirectly held by 100%, and ZTM will
be indirectly held by our Company through ZKH and ZSH by 100%. It is anticipated that
there will be no impact on the equity of our Company's shareholders after the share
conversion.
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2. Execution and Impact on Shareholders' Equity:

+ Execution: Our Company completed the transfer of all issued and outstanding shares of
ZTM held by our Company to ZSH on April 17, 2023. -

+ Impact on Shareholders' Equity: This share conversion is considered an organizational
adjustment. After the share conversion, ZSH will be directly held by our Company through
ZKH and indirectly held by 100%, and ZTM will be indirectly held by our Company through
ZKH and ZSH by 100%. It is anticipated that there will be no impact on the equity of our
Company's shareholders after the share conversion.

+ Auditor's Assessment: The calculation of the exchange ratio for this share conversion is
based on the book value of ZSH and ZTM as of September 30, 2022. The accounting
treatment follows the relevant FAQs and interpretation letters issued by the Accounting
Research and Development Foundation of the Republic of China. Therefore, it is reasonable
for ZSH to issue 19,749,780 common shares to our Company to acquire 100% equity of
ZTM.

+ Execution Status for the Most Recent Quarter: Our Company completed the transfer of
all issued and outstanding shares of ZTM held by our Company to ZSH on April 17, 2023.

(IT)XIII.Consolidated Group Restructuring on May 11, 2023

Basic Information Table of Acquired and Transferred Companies
Date: Dec.31, 2023

Unit: NT$ Target Company Target Company
Name Zerova. Technologies Holdings Limited Zerova Technologies SG Pte. ( hereinafter
(hereinafter referred toas " ZKH | ) referred to as Zerova ZSH )
Suite 102,Cannon Place,P.O.Box 712, North 111 NORTH BRIDGE ROAD
Address Sound Rd.,George Town, Grand #06-20 PENINSULA PLAZA
Cayman,KY1-9006 Cayman Islands SINGAPORE (179098)
Representative Lin, Fei-Hong Lin, Fei-Hong
Paid-in Capital USS$ 69,927,260 US$65,872,407.8
Main Businesses and Product Manufactures and sells electronic equipment Makes remvestmegts and sells electronic
equipment
Main Product Reinvestments EV Charging post
Total Assets 2,594,858,407 3,107,597,716

= Total Liabilities 1,527,451 410,763,085

g Shareholders’ Equity 2,593,330,956 2,696,834,631

£ § |Operating revenue - 3,173,327,757

§ g Gross profit - 812,439,169

& € |Operating Profits (3,103,143) 50,369,178

§ - Total income (loss) for 550,301,987 584,620,001

& the year

Earnings per share T e

1.

Note: Since ZEROVA Technologies is a non-public company, the financial statements do not need to disclose
earnings per share information.

Restructuring Reason:
Our Company subscribed for new shares issued by subsidiary ZKH as consideration by

using all of its equity interest in ZSH as the transaction price. This share conversion is considered
an organizational adjustment. After the share conversion, ZSH will be held by our Company
through ZKH by 100%, and ZKH will continue to be held by our Company by 100%. It is
anticipated that there will be no impact on the equity of our Company's shareholders after the

share conversion.

2. Execution Status and Impact on Shareholders' Equity:
+ Execution Status: Our Company completed the subscription for new shares issued by
subsidiary ZKH by using all of its equity interest in ZSH as the transaction price on May 11,

2023.

« Impact on Shareholders' Equity: This share conversion is considered an organizational
adjustment. After the share conversion, ZSH will be held by our Company through ZKH by
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100%, and ZKH will continue to be held by our Company by 100%. It is anticipated that there
will be no impact on the equity of our Company's shareholders after the share conversion.

+ Auditor's Assessment: As ZKH and ZSH were originally subsidiaries under the same joint
control, our Company used its ownership of 19,749,780 shares of common stock in ZSH as
consideration to fully subscribe for the new shares issued by ZKH in this capital increase. Our
Company still holds 100% of the shares in ZKH and indirectly holds 100% of the shares in
ZSH through ZKH, with no substantial transfer of operating rights or control rights. This
transaction is considered a restructuring under joint control. The calculation of the
consideration, using 19,749,780 shares of common stock in ZSH to offset the subscription
price of 215,272,602 shares of common stock issued by ZKH (at a price of USD 0.1 per share),
is based on the book value of ZSH as of April 17, 2023. The accounting treatment follows the
relevant FAQs and interpretation letters issued by the Accounting Research and Development
Foundation of the Republic of China, and is considered reasonable.

+ Execution Status for the Most Recent Quarter: Our Company completed the subscription for
new shares issued by ZKH by using its ownership of 19,749,780 shares of common stock in
ZSH as consideration on May 11, 2023.

VIII. Execution Status of Fund Utilization Plan
* 2023 Fiscal Year Cash Capital Increase Plan Contents
(I) Funding Sources, Project Plan, Expected Progress, and Expected Benefits of this Plan:

1. Total funding required for this plan: NT$ 2,788,800 million.

2. Approval Date and Document Number by Regulatory Authority: Approved by the Financial
Supervisory Commission on August 25, 2023, under Letter No. 1120351377; Approved by the
Taiwan Stock Exchange Corporation to list the capital increase certificates for subscription starting
from November 1, 2023, and for trading starting from December 5, 2023. The original capital
increase certificates were also delisted from trading simultaneously.

3. Information Input Station Date: August 28, 2023.

4. Funding Sources:

Issuance of 56 million new shares for cash capital increase, with a par value of NT$10 per share
and an issuance price of NT$49.8 per share at a premium, raising a total of NT$2.7888 billion. Due
to fluctuations in market prices, the actual issuance price per share resulted in actual fundraising
lower than the projected amount by NT$571.2 million, which will reduce the amount of bank loans
to be repaid.

5 Project Items and Planned Fund Utilization Progress:
Unit: New Taiwan Dollar Thousands (NT$1,000)

msfiest o Scheduled Completion i e 1w Planned Funding
Date Progress
The 4th quarter of 2023
Repay Bank Loan The 4™ quarter of 2023 2,788,800
2,788,800
Total 2,788,800 2,788,800

6. The 4th quarter of 2023

The funds raised in this round will be entirely used to repay bank loans, which will strengthen the
financial structure and reduce operational risk. It will also increase the flexibility of capital
allocation and reduce the interest burden caused by the need for operational cash flow to borrow
from banks. Based on the planned repayment amount and a financing interest rate of 1.90% to
6.93%, it is calculated that in fiscal year 2023, an interest expense of NT$13,754,000 can be saved,
and in subsequent years, annual interest expenses can be reduced by NT$81,001,000. This can
moderately alleviate the Company's financial burden and enhance its debt repayment capability.

7. Changes in the plan content, reasons for changes, benefits before and after changes, the date of
reporting the changed plan to the shareholders' meeting, and the date of publishing the changed
plan on the Market Observation Station System (MOPS): There are no such circumstances.
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(II) Execution Status Unit: NT$1,000

Ahead or behind
Proiect Execution status Cumulative as of the 4th schedule
) Quarter of Fiscal Year 2023 Reason and
improvement plan
Plan 2,788,800
Payment
progress
Payment of Bank Actual 2,788,800 None
borrowings .| Plan 100.00%
Execution
PIOBIESS 1 A ctual 100.00%

(III) If the plan content e.g. is to increase working capital and repay debts, it should explain the increase

and decrease of current assets, current liabilities and total liabilities, interest expenses, operating
income and other items as well as earnings per share, and analyze the financial structure.

Unit: NT$1,000

Year Changes Increase or

Item Year of 2022 Year of 2023 Decrease
(%)
Current Assets 9,837,700 10,784,626 9.63
Current Liabilities 6,186,134 5,191,949 (16.07)
Total Liabilities 8,374,060 6,178,310 (26.22)
Interest expenses 77,918 130,483 67.46
Operating revenue 14,017,575 12,332,397 (12.02)
Earnings per share 0.19 0.68 257.89
Financial Debt to Total Assets(%) 57.40 39.66 (30.91)
Long term funds /Fixed assets 210.81 271.68 28.87
Structure
(%)

Descriptions:
Total Debt Decreased: This is due to the successive repayment of long-term and short-term loans in the fourth
quarter of fiscal year 2023.
Interest Expense Increased: This is due to an increase in long-term and short-term borrowing during the first
three quarters of fiscal year 2023.
Earnings Per Share Increased: This is because the net profit for this period increased compared to the previous
period.
Debt-to-Asset Ratio Decreased and Long-term Capital to Property, Plant, and Equipment Ratio Increased: This
is due to the early repayment of the syndicated loan during this period.
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Five. Overview of Operations

1. Description of Business
(I) Scope of business:

1 ~ The main contents of the business and the percentages of respective business

Unit: NT$1,000 ; %

Main Product Category Conszlrlsliglt;c: Operating reve;zfc(e)ié(;?%
Power supply unit 7,572,407 61.40%
Electric Vehicle Energy 4,740,789 38.44%
Others 19,201 0.16%
Total 12,332,397 100%

2.The scope of business of the Company

1.CC01010 Power Generation, Transmission and Distribution Machinery Manufacturing.
2.CC01020 Electric Wires and Cables Manufacturing.

3.CC01030 Electrical Appliances and Audiovisual Electronic Products Manufacturing.
4.CC01060 Wired Communication Equipment and Apparatus Manufacturing.

5.CC01080 Electronics Components Manufacturing.

6.CC01110 Computer and Peripheral Equipment Manufacturing.
7.CC01990 Other Electrical Engineering and Electronic Machinery Equipment Manufacturing.
8.CD01030 Motor Vehicles and Parts Manufacturing.

9.CD01040 Motorcycles and Parts Manufacturing.
10.F113020 Wholesale of Household Appliances.
11.F113070 Wholesale of Telecom Instruments.

12.F114030 Wholesale of Motor Vehicle Parts and Motorcycle Parts, Accessories..

13.F119010 Wholesale of Electronic Materials.
14.F401010 International Trade.

15.F213060 Retail Sale of Telecommunication Apparatus.

16.1G03010 Energy Technical Services.

17.2799999 All business items that are not prohibited or restricted by the Act, except those that

are subject to special approval.

3.The Company's main products and services: Research and development, design, production, and
sales of the charging post for power supplies and electric vehicles (EVs).
4. New products planned for research and development in the future.

4.1 Power Supply Products: :

The research and development direction for future

Products and applications related to future
research and development

(1) The application development of wide
semiconductor GaN in power supplies

bandgap

Power supply products of high-frequency,
miniaturization, and high-efficiency

(2) Development and applications of active bridge circuit
architecture

Power supply products of high-frequency,
miniaturization, and high-efficiency

(3)Development and applications of bridgeless totem pole
PFC circuit architecture

Power supply products of high-frequency,
miniaturization, and high-efficiency

(4) Development and applications of soft switching ACF/
ACF/LLC circuit architecture

Power supply products of high-frequency,
miniaturization, and high-efficiency

(5) Development and applications of planarized magnetic
elements

Power supply products of high-frequency,
miniaturization, and high-efficiency

(6) Power supply technologies of low leakage current

Power supplies for medical, mobile phone,
NB, netcom applications, etc.

(7) Development of high-wattage AC/DC power supply
platforms and power supplies

Power supplies for industrial, netcom, and
automation equipment

(8) Development of high-wattage DC/AC power supply
platforms and power supplies

Uninterruptible power supplies/Inverters
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The research and development direction for future

Products and applications related to future
research and development

(9) Development of technologies and products related to
Ethernet power supply

POE Midspan Adapter, Open Frame
Substrate Power Supply and CRPS
Redundant Module.

(10) 18W-240W USB PD 3.1 adapters

Applications such as express charging of
mobile phones, NBs, tablets, power tools,

(11) 30W-500W adapters of high power density

netcoms, POSes and other Type C
interfaces
Netcoms, micro projectors, consumer

electronics , gaming NBs, AIO PCs, etc.

(12) The research and development of software/hardware
technologies associated with 60W-2000W power
battery charging

Applications such as electric vehicles, power
tools, service/industrial robots, etc.

(13) The research and development of software/hardware
technologies associated with robust audio
applications

Audio products for construction sites

(14) Developments and applications of water-cooled

bidirectional charging technologies EV charger

(15) Devel.oprnents and applications of grid-balance EV charger
charging technology

(16) Developments and applications of ESS energy- EV charger

storage charging technology

4.2 Charging station :

Expected Development Products

Bi-directional AX32 1P/32A CE/UL
AC EVSE Bi-directional AX48 1P/48A CE/UL/CNS
Bi-directional AX80 1P/80A CE/UL
G4 360(liquid cooling) 360kW CE/UL
G4 480+ Pantograph 480kW CE/UL
DC EVSE G4 480 x N + G4 MCS 480kWxN CE/UL
Bi-directional DDDO360 360kW CE/UL
Bi-directional DW/DM 10/22 10/22kW CE/UL
PSU Bi-directional small power 10~15kW CE/UL
(H)EMS EEBUS/IEEE 2030.5/Echonet-lite ;:I;‘g?‘foﬁﬁgg?ﬁ:ﬁf;ﬁgﬁd backend
Micro-grid OpenADR/IEC 61850-90-8 It can be implemented in EVSE or EMS
Artificial Intelligence |CNN/DRL é Ell?éfgr: igﬁgir?gognd minimize power cost
(2) Industry Overview

1.Industry overview and development

The power supply unit (PSU) function is to receive unstable power from the outside and convert
it into the stable voltage and current for electronic products after voltage stabilization and frequency
conversion. Therefore, most electronic products have built-in power supplies or are externally
connected to convert AC mains power into DC power of various voltages, so power supplies can be
said to be the heart of electronic products. According to its function and basic structure, it can be
divided into Linear Power Supply (LPS) and Switched-mode Power Supply (SMPS). The advantages
of the SMPS are that the product is small in size, light in weight, and has a wide range of external
input voltages, coupled with high power density/conversion efficiency, which contributes to the
expansion of the application scope. SMPS is the basic product of power electronic technology. It is
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relatively mature in technology, has low barriers to entry, and has diversified and a wide variety of
products. According to the data from the Industrial Technology Information Service (ITIS)Taiwan’s
large SMPS suppliers mainly focus on power supplies for information communication and are
mostly ODM

In the product segment of charging stations, with the global green industry revolution triggering
concerns about global warming, the development of electric vehicles (EVs) has become an
irreversible trend. Currently, various modes of transportation, including buses, passenger cars,
logistics vehicles, as well as ships and aircraft, are rapidly adopting charging infrastructure. Our
Company, originally a supplier of power supply units, has developed power supply products for
many years, and its reputation has been recognized and acclaimed internationally. With the
expansion of the electric vehicle market, this has also led to the booming development of related
industries such as electric vehicles, batteries, and infrastructure. Recognizing the rising issues of
energy conservation and environmental protection in the electric vehicle trend, the global electric
vehicle market is expected to grow at a compound annual growth rate of 29% over the next decade.
Electric vehicle sales are expected to grow from 2.7 million units in 2020 to 12 million units by
2025. In other words, the electric vehicle charging market is also expected to grow. After market
analysis, it has been determined that the number of charging stations must rapidly exceed the
proliferation of electric vehicles to service public charging for EVs. Therefore, we have decided to
establish a subsidiary company for the electric vehicle energy business group, dedicated to
expanding the electric vehicle charging business landscape, focusing on the EV charging market.
This includes considering various charging measures for charging applications in residential,
commercial, and fleet settings, enhancing flexibility and adaptability for the charging experience of
vehicle owners.

2.Product forms and application fields

Type of Input/Output Category Purpose

Demand for  [The main feature is the high efficiency, high density, constant voltage, and constant
chargers for  |current charging function, which meets the needs for lightweight, thin, small, and

AC/DC consumer portable. The power is between SW and 330W. It is mostly used in electronic
electronics products, such as mobile phones, tablets, NBs, and AR/VR helmets.
It is mostly customized design, and the wattage in the application is also higher.
Because of the use condition, the dustproof and waterproof requirements are stricter.
Demand for . . . . .
For medium-sized chargers applied to machine tools, robots, and general electric
AC/DC chargers for hicles. th cal f Kl level )
ower batteries | chicles, the typical wattage ranges from 4Q watts to kilowatt levels. For large
P chargers used for electric cars or buses, the typical wattage ranges from 30 kW to 720
kW.
The medical external power supply is covered by a plastic case, with stricter safety
AC/DC Medical adapter [requirements, such as low current leakage. It is mostly used in respirators, medical

testing, or cosmetic equipment, and the power is between SW and 100W.

The main features are high efficiency, high reliability, and constant voltage output
(mainly12/19/24/48V), and it is mostly standard products, with power between 6W
AC/DC General adapter |and 500W.

It is mostly used in electronic products or industrial control applications, such as
POS, network communication, displays, and printers.

The main features are high efficiency, high reliability, natural heat dissipation, and
single or multiple sets of constant voltage output. It is mostly standard products,
AC/DC Open-Frame  |with power between 30W and 1000W. It is mostly used in electronic products or
industrial control applications, such as network communication, TV, general
household appliances, and multifunction printers.

Battery balance When a battery pack is being charged, it can balance a single battery capacity for

be/be and Tnin(fuglzmem charging control to avoid overheating and overloading of the single battery.
DC/AC Inverter It is used in LCD monitors or TV backlight modules, boosting DC to 600 volts in
AC to provide power to cold cathode fluorescent lamp (CCFL).
These are AC input function or solar panels to charge a battery, and a button can
DC/AC Battery Inverter |be pressed to convert DC of the battery into AC output (concept of AC mobile
power).
Uninterruptible Power Supply (UPS) is generally divided into On-line and off-line
AC/AC UPS operating modes. It is usually connected to AC mains to charge the built-in battery
module. When the power is cut off, it converts the battery power into AC to output
power to computers and other electronic products.
. Battery pack With .the design_ of the battery management system . softw.are, .the charging,
MCU/Firmware control detection, protection, and voltage and current feedback is realized in the form of]

software, and built into the MCU, based on the concept of modularized design.

Source: Basic information on power supply manufacturing from Taiwan Institute of Economic Research
3. Current state and development
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3.1.The global power supply industry is marching toward integration after undergoing
consolidation and fierce market competition. Now, Taiwanese power supply businesses
dominate the global market share and competition, including domestic first-tier companies,
such as Delta, Lite-On, AcBel, Chicony Power, and second-tier companies, including FSP,
Mean Well, and Zippy. Delta has the largest scale, covering more than half of the global
market share. Each competitor in the power supply industry has different conditions.
Therefore, due to differences in product positioning, companies of medium-size and above
in the market focus on operating specific application areas and developing their competitive
advantage through technology and customer relationships.

Our country has been a major producer of global IT and many consumer electronic products
for many years. Our country’s power supply industry is very competitive. In terms of the
scale of the global SMPS market (see the figure below), the estimated scale of the global
SMPS market in 2022 was US$50.617 billion, a slight increase of 5.25% from 2021.
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As the future of technology development will focus on cloud computing, the Internet of Things (IoT),
wireless communication, Al, 5G, High Performance Computing (HPC), energy storage, EV
charging, smart grids, smart devices, energy conservation, and carbon reduction, power supply
technology not only integrates high-frequency/high-efficiency techniques for energy processing, but
also aims for design characteristics such as "compactness, high efficiency, high reliability, intelligent
control, and the use of environmentally friendly recycled materials." This approach emphasizes the
minimal use of raw materials, the lowest carbon emissions, and the highest energy use efficiency to
meet various environmental regulations. Applications are becoming more widespread, and
integration with systems is increasingly tight, turning this into an interdisciplinary field of
knowledge and technology. Therefore, the current applications actively pursued by our company
include:

(1) Power supply for cloud information network

The primary focus of our company is to provide power supplies for various types of equipment

such as servers, switches, Point of Sale (POS) systems, hubs, routers, and other similar devices.
(2) Power supply for battery energy storage

Provide power conversion and energy supply for all kinds of lead-acid batteries, NiMH, Li-ion,

solar cells, and energy storage systems.

(3)UPS uninterruptible power supply system

Uninterruptible power supply systems are connected to Windows/NAS/4G or 5G mobile
communications networks for the management of power supply status of devices, abnormal
alerts, and power.

(4) Power supply for wearable products and portable consumer electronic products. Provides various
power supplies for Tablet, MP3, PDA, PSX, DVD, Smart Phone, Digital camera, GPS, SET TOP
BOX, etc.

(5)USB PD Adaptor
Our company continues to adapt to the latest USB PD 3.1 specifications by developing
technology for a new product that is more compact, cost-effective, and capable of automatically
adjusting output voltage and current to meet the needs of various end devices. This new power
supply can support a wide range of products including smartphones, tablets, laptops, monitors,
E-bikes, networking devices, power tools, and AR/VR headsets. By reducing the number of
power supply products used, we aim to decrease the consumption of raw materials. This initiative
aligns with the EU's implementation of a common charger standard for electronic devices in
September 2021, as well as contributes to reducing carbon emissions.

(6) Wide-bandgap semiconductor
Wide-bandgap semiconductors such as GaN/SiC can further improve the efficiency of power
supply products in high-power density and high-efficiency applications, achieve better energy-
saving effects, and reduce the size and consumption of raw materials.

(7) Electric vehicle charging solutions
Provide complete software and hardware charging solutions for various EVs, such as electric
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buses, electric vehicles, electric motorcycles, electric bicycles, electric tricycles, and electric
wheelchairs
(8) Power supply for power tools
Provide electric tools with intelligent charging management for batteries to improve battery
safety and service life.
The capacity of lithium batteries used in machine tools is gradually increasing, so the output
power of chargers dedicated to machine tools is also getting higher and higher.
(9) Medical instrument power supply
Provide power supplies for household medical instruments that meet medical grade safety
requirements IEC 60601.
(10) Lithium battery charger for robots
In response to Industry 4.0 and smart factories, home care in an aging society, labor shortage
with a declining birthrate, non-contact protection and services during the pandemic, etc., the
demand for various industrial and service robots such as AGV/AMR/Drone/anthropomorphic
robots has increased. Therefore, Lithium battery chargers are showing a positive growth trend.
(11) POE Injector
It has become a trend to reduce wiring costs and bring convenience when deploying network and
monitoring equipment through simultaneous power supply and data transmission through
Ethernet lines. In addition to early Internet phone, security monitor, and video system
applications, 5G Applications such as FWA/small base stations, low-orbit satellite
communications, Smart Pole and AIOT will cause its demand to increase day by day.
(12) POE switch Open-frame power supply and POE CRPS Redundant module
In response to the continuous construction of large-scale data centers and various application
network platforms, the demand for network switches has been increasing in recent years. In
addition, due to the increasing number of connected devices and data transmission volume, high-
power requirements for POE Open-frame power supplies and POE CRPS Redundant modules
have become indispensable.
3.2 The correlation between the upstream, midstream and downstream of the power supply industry
(1) The correlation between upstream raw materials and industry
The main raw materials of switching power supplies can be roughly divided into active
components, passive components, magnetic components, and printed circuit boards (Figure 1).
Among them, the quality and stability requirements required for active components are strict, so
the main material control IC can already be produced in Taiwan. Either make your own or use
foreign brands. Passive components including transformer cores, magnetic components, diodes,
switches, and output terminals can all be made domestically. The domestic electronics industry
is an industry with a very high self-made rate.

Figure 1 diagram of structure of the switching power supply industry
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(2)The relevance of downstream application products to switched power supplies

The domestically produced SMPS are mainly used in communication products, computers, and
their peripheral products. With the thriving development of the cloud information industry,
there are currently many domestic information products ranking first in terms of the world’s
Volume, and SMPS is one. SMPS supply is an indispensable component for downstream
communication products and computer peripherals, network cloud equipment, consumer
electronics, and industrial equipment. Thus, it has created tremendous business opportunities
for the power supply industry.

3.3. The electric vehicle market is advancing rapidly, spurred by government support, which has

accelerated the rapid development of the electric vehicle industry and a surge in demand for
charging infrastructure. Governments around the world have had to prioritize the establishment
of charging facilities, considering them as critical infrastructure projects. According to statistics
from the International Energy Agency (IEA), the United States, China, and Europe, the three
major electric vehicle markets, have a charging station concentration rate of up to 90%.
Consumer surveys also indicate that the first consideration for consumers when purchasing an
electric vehicle is the convenience of charging. Therefore, in regions with higher sales of
electric vehicles, the market share of charging posts is also higher (International Energy
Agency, IEA, 2022).
Starting in 2022, the US federal government will allocate $5 billion to each state over five years
to establish a nationwide fast charging network. The aim is to address the uneven distribution
of charging posts across states, and increase the installation of charging posts in rural and
agricultural areas. In 2021, EU countries formulated the "Oil Abandonment to Electricity" plan,
which requires all 27 member states to comply with related measures for electric vehicle
charging stations. The plan sets the number of charging posts to increase to 1 million by 2023
and 2.8 million by 2025. To alleviate public anxiety about electric vehicle range, public
charging stations in Europe must be within 60 kilometers of each other, and the minimum
charging power of charging post equipment at public charging stations must provide at least
150 kW.

The ratio of new energy vehicles to public charging posts varies by country
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3.4. The relationship between the upstream, midstream, and downstream sectors of the charging post
industry
In the past, public charging posts mainly utilized slow charging technology. However, with
increasing consumer anxiety about range and shifts in subsidy policies worldwide, the future
trend is moving towards fast direct current (DC) charging. The focus of this transition lies in
the reform of charging modules (including semiconductor components), charging cables, and
charging guns.
(1) Silicon-based and silicon carbide (SiC)-based power semiconductors will be indispensable
Charging posts mainly consist of charging modules, cables, charging guns, and human-machine
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interfaces (displays). Among these components, charging modules account for approximately
45% to 55% of the total cost and are considered critical technological cores. The semiconductor
components in the charging modules directly impact the performance of the charging post.
Currently, direct current fast charging posts mainly utilize silicon-based insulated-gate bipolar
transistor (IGBT) or silicon carbide (SiC) technology. With the acceleration of charging post
construction and the increasing demand for high-power rapid charging, the usage of power
semiconductors will also significantly increase.
(2) High thermal requirements for cables necessitate the use of liquid-cooled cable assemblies
(including cables and charging guns)
In addition to upgrading semiconductor components in charging modules, high-power charging
posts also need to address the thermal issues of cables and charging guns due to the high
requirements for heat dissipation at the charging end. As the current of direct current fast
charging posts exceeds 400A (400 times that of a mobile phone charger), a significant amount
of waste heat is generated when passing through the conductor. High temperatures not only
decrease the charging current, thus reducing charging efficiency, but also shorten the lifespan
of peripheral insulation materials such as cables and charging guns. Therefore, overall thermal
specifications also need to be enhanced.
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4. Product development trend

(1) The trend of product miniaturization and refinement
Due to the thriving development of consumer electronics products in the downstream sector,
the demand for light, thin and short, and portable features with an exquisite appearance has
become the focus in mainstream design. In response, power supplies must be developed
towards miniaturization and exquisiteness. Therefore, components in the upstream sector are
also moving towards miniaturization and multi-function features, such as multi-function, high-
tech, or high value-added chip-type components.

(2) The trend of product and technology improvement
Driven by factors such as the rapid launch of information and communication products, high
efficiency and thinness of products, and the reduction of gross margin due to the maturity of
the existing standard product market, manufacturers have begun to develop and learn new
technologies to strengthen their ability to develop and design high value added products, to
obtain new orders. For example, power supplies are being developed featuring high output
power, high efficiency, as well as high dust and water resistance, to be used in communication
products, gaming NBs, power battery chargers, and servers with stricter requirements.

(3) Trend of using energy-efficient and recycled materials
To mitigate the impact on the earth’s ecological environment and current extreme climate
caused by greenhouse gas emissions, in recent years, an array of brand factories and
governments have put forward various commitments such as net zero, carbon neutrality, or low
carbon emission reduction, etc. As an important part of the energy conversion process, power
supplies play a crucial role in helping mitigate such impact. The European Union, the United
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States, and other countries have formulated regulations on the efficiency and standby power of
power supply, such as requirements for the effectiveness of DoE/Erp/CoC, which have become
the basic threshold in the market. To this end, and to meet the increasingly stringent energy-
saving and environmental protection requirements, the management at the technical level and
of the product life cycle for power supplies has become more important. In addition, how to
improve the efficiency of energy use in the production process, the use of clean renewable
energy, and the introduction of PCR recycled materials are also questions for future product
design.

(4) Automated production trend
On the one hand, due to the maturity of the standard product market, coupled with the
enterprises in mainland China joining this industry, the price competition is fierce. However,
in recent years, the prices of raw materials have continued to rise, labor costs in mainland China
have increased significantly, and the labor force has declined, making it difficult to recruit
workers and lead to personnel’s high mobility. Thus, the cost of power supplies and the pressure
on quality control has increased year by year. The only way to increase the economic scale is
through automated production, which will lead to a decline in product prices and the need for
manpower. Thus, product design in line with automated production, and the investment in
automated production lines are inevitable.

(5) Digital power supply trend
With the increasingly stringent energy-saving standards and requirements for product
miniaturization and intelligent communication for systems, digital power supply design has
gradually replaced the traditional analog circuit design method. The number of parts used can
be reduced through efficiency optimization parameter design and function integration to
achieve miniaturization. In addition, digital power supplies have the following advantages:
A. Less affected by component error, characteristic drift, and aging.
B. The parameters set can be changed at any time in response to changes in different
environments.
C. The operating status can be recorded for reference and debugging.
D. Product differentiation can be achieved through program settings without hardware
replacement, to reduce inventory.
E. It can self-monitor the software, enhance the efficiency of product testing, and even replace
functions to reduce the defective rate of production.
F. Product identification, operating records, and follow-up tracking can all be stored in memory
for future management and debugging.

(6) USB PD 3.1 EPR Adaptor/Charger
The market has begun to develop products according to the USB PD 3.1 EPR 140/180/240W
specifications to meet the increasing demands of brand manufacturers. The focus is primarily
on various products, including gaming/creator laptops, gaming monitors, projector equipment,
E-bikes, networking devices, electric tools, etc. This development aims to comply with the EU's
2021.09 regulation on universal chargers for electronic devices, and address the call for carbon
emission reduction.

(7) Trend of high-power express charging and bidirectional charging for EVs
One of the important factors in the popularization of electric vehicles is solving the problem of
EV charging. In this regard, a DC high-power charging post that can charge 80% of the power
within 20 minutes is what product design aims for. Moreover, the research and development
and integration of related future software and hardware technologies lies in having the power
of electric vehicles fed back to the grid or energy storage system for the formation of a smart
electric network in response to the requirements of the CCS regulations on bidirectional
charging systems in 2025, so as to serve the purposes of improving the use of green energy,
dispatching the peak/off-peak electric power to increase the efficiency of power use, and
responding to needs of emergency power supply needs, etc.

(8) High-power integrated charging trend
In response to the trend of high-power charging, the focus is on the development of DC high-
power electric vehicle charging posts to enhance advantages such as high efficiency, fast
charging, and safety. To achieve this goal, the research and development team utilizes a
modular 480kW power module to convert AC power to DC power, and provides high-power
DC to electric vehicles through charging posts and charging guns. The modular design allows
for more flexible space planning. Additionally, this 480 power cabinet can be parallel
connected to 960kW, providing up to 6 sets of simultaneous charging output functions. With
the most advanced power dynamic allocation technology, it can effectively utilize charging
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efficiency to meet compact charging demands. It represents the world's highest-power
commercial single DC fast charging connector, catering to future scenarios such as commercial
heavy-duty vehicles, electric ships, etc., leading the innovation and development of electric
vehicle (EV) charging technology.

5 ~ Situations of product competition:
(1) External competitors

Our Company was established in 1972, initially focusing on importing high-tech instruments
and equipment. In 1973, we started manufacturing self-transformers and linear power supplies.
Our product line gradually expanded to include various types of power supplies and adapters.
In recent years, we have successfully developed energy storage systems and electric vehicle
charging products. Our product applications have begun to expand into industries such as green
energy and electric vehicles. However, consumer electronic products paired with power
supplies remain our main focus. Due to a large number of power supply manufacturers at home
and abroad, and the wide variety of products, the Company’s exports account for over 90%
over the years, so its main competitors are all over the world.

Major power supply suppliers in the world

Name of suppliers

Emerson ~ Schneider ~ SMA -~ Eaton ~ Power-one ~ Flextronics - Eltek Valere ~

EU, US, Japan
Murata ~ TDK-Lambda ~ AEG ~ Friwo ~ ABB -~ SIEMENZ

Mainland Dongguan Aohai, Chi-Yi, TEN PAO, HONOR, Gospower, Megmeet, YADA, Great
China, HK Wall , Salcomp

Taiwan Delta, LITE-ON, Chicony Power, FSP, AcBel, MEAN WELL, Phihong

(2) Product substitutability
Most electronic products have built-in or externally connected power supplies of various forms
to convert AC power into DC power of various voltages or enable normal operation of
electronic products through DC power supply technology. Thus, power supplies can be said to
be the heart of electronic products, one of the indispensable components of electronic products.
Overall, no matter what form of supply of power it is, there is no other component that can
completely replace this kind of analog power model.

(3) External competitors in the charging post industry

Company Name

EVgo Services LLC
PlugShare Inc.

Electrify America LLC
Greenlots Networks Inc.
Blink Charging Co.

Autel Intelligent Technology Corp., Ltd.
ChargePoint Holdings Inc.
Tesla Supercharger Network
. SIEMENZ

10. Panasonic

11. Nichicon

12. Omoron

EU, US,
Japan

LONAU R W~

. EasyMile

. State Grid Corporation of China NARI Technology Development Co., Ltd.)
. eradyne, Inc.

. Kstar New Energy Co., Ltd.

. Xuji Group Corporation

. Sungrow Power Supply Co., Ltd.
. ZTE Corporation

. CHINT Electric Co., Ltd.

. COSLIGHT Group

10. Star Charge

11. Teld New Energy Co., Ltd.

12. State Grid Corporation of China
13.ZhiChong Technology Co., Ltd.

Mainland
China,
HK

OO ~IN N W —

1. Delta Electronics

Taiwan | 5" gpinlin Electric & Engineering Corporation
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3. Pegatron Corporation

4. Fortune Electric Co. Ltd.

5. eTreego

6. LITEON Technology

7. Chung Hsin Electric & Machinery Manufacturing Corporation

(II) Overview of Technologies and Research and Development Works
1 ~ The Company's technological capabilities

The current product applications cover a wide range, from low-power smart phones and
consumer electronics to medium and high-power applications such as gaming laptops, power
battery chargers, PoE for network switches, AloT, smart security monitoring, SG small base
stations/LEO/GEO/FWA, industrial and automation equipment, EV charging posts, etc. Our
products possess multidimensional design capabilities, including:

High Efficiency and Energy Saving: Our products achieve a maximum full load efficiency of
over 96% and an average efficiency of over 93%, far exceeding the latest regulations such as
DoE 6.0 and CoC tier 2 (>89%).

Power Density: While typical 30 to 420W natural convection adapters in the market have a
power density of 7~12 W/in3, our technology has surpassed 16 W/in3 and continues to break
barriers through innovations.

Type-C Fast Charging Design: Our products comply with USB PD 3.1, QC 4.0, 3.3V~21V PPS
(Programmable Power Supply), and multi-port product active power sharing specifications.
They are compatible with battery packs for bidirectional charging/discharging and meet the
requirements of terminal market applications. Currently, our product range covers 18W to
240W.

Lightning Protection and ESD Capability: Our lightning protection design can withstand
outdoor applications with over 6KV, while our ESD prevention capability can withstand
contactless air discharge modes of over 15KV. During these tests, our power supplies
consistently meet Class A requirements for maintaining normal output.

Numerical Control Integration: We have a comprehensive software/firmware engineering team
and collaborate closely with MCU manufacturers to significantly enhance our integration
capabilities in software/hardware development. This, in turn, increases our design
competitiveness in related industries.

Mechanical Design: Our designs feature IP67 waterproof and dustproof capabilities, undergo
over 500 drum tests, and incorporate various patented AC interchangeable heads and foldable
pins.

Safety Standard Compliance: In addition to general IT/communication UL/EN 62368
compliances, our products meet medical UL/EN 60601, household and industrial EN60335,
UL1310, and UL1012 standards, as well as automotive charging post UL2594/2202,
IEC61851, CNS15511/15700, GB/T18487/34657 standards and more.

EV/DC fast charging design: While most charging posts in the market are of the typical AC
slow charging design, manufacturers offering DC fast charging posts are few, with many
capped at 180KW. Flytek Technology currently reaches 480KW, continuously pushing
forward with innovations and aiming for 720KW.

2. R&D expenditures
Unit: NT$1,000

Year Consolidated Financial Statements
Len Year of 2022 Year of 2023
R&D Expenditures 755,214 1,034,425
Operating revenue 14,017,575 12,332,397
As a percentage of operating 5.39% 8399
revenue
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3 ~ Results achieved in the most recent year and before the date of publication of the Annual Report

Year Products under R&D

1. Various gallium nitride (GaN) power supply units for gaming laptops, including 240W/20V,

330W/20V products

Various chargers for electric vehicles and power batteries, including compact 168W, 218/252W

products

Customized 65W gallium nitride 2C1A PD smart fast charger products for the retail market

Customized 65W gallium nitride 2C1A PD smart fast charger products for the retail market

Customized 65W gallium nitride 2C1A PD smart fast charger products for the retail market

Various type C power supply units for laptops and other electronic devices, including compact

standard 45W/65W PD products.

2023 7. Various type C chargers for mobile phones, including standard and compact gallium nitride
44W/80W/120W PD products.

8. Multi-purpose slim power supplies, including 180W adapters.

9. Second generation POE outdoor 75W adapter product

10. Customized low Earth orbit satellite communication power supply 60W adapter products.

11. Power modules for electric vehicle charging posts, including 30KW DC/DC modules, 40KW
AC/DC modules, 60KW PFC water-cooled modules, 30KW DC water-cooled module products,
integrated V2H (Vehicle-to-Home) solutions, high-power 480kW energy cabinets, and 480kW
integrated charging posts.

12. 360KW Water-cooled charging posts for electric vehicles

N

SN e

(IV) Long-term and short-term business development plans
1. Power Short-term development plan:

(1) To eliminate deficits and strengthen the overall system to turn losses into profits. - To refine
the human system and product technical capabilities of the product business group in order
to increase the number of new customers, new applications and development cases. - To
deepen supply chain management, manage the price fluctuations of raw materials in the
market, and integrate the standardization of materials for designs in order to reduce product
costs and strengthen competitiveness of product prices. Effectively manage the inventory of
products and materials through digital platforms, and strike a balance between the
operational risks and the ability to secure orders.

(2) Marketing strategy:

Formulate cost optimization measures and pricing strategies to enhance the gross profit of
the top 5 customers/20 major models for each product division. Reduce the order share for
low-power/low-margin power supply units, and focus on developing high-power/fast-
charging/high-margin/emerging industry/niche market applications.

(3) Production Strategy:

Implement automated production equipment for mass production models, and introduce Cell
Line production lines for small-volume, diversified models, aligning with customer product
demands and services. Actively improve manufacturing processes to enhance production
efficiency, planning, and management, and continuously undertake quality improvements,
employing standardized management to ensure quality. To reduce production and processing
costs to improve competitiveness of the product price; and to introduce automated precision
production equipment, robotic arms, commonly shared production jigs and tools, and to
develop new processes, in order to expand production capacity and increase output value.
2.Short-term development plan for charging posts:

(1) Strategic Partnerships: ZEROVA Technologies is working closely with multiple charging
station operators such as U-power, EVGallop Mobility System Corporation, EVOASIS,
Noodoe, and YES CHARGING SERVICE CO., LTD. The collaboration aims to expand the
charging infrastructure and continuously cooperate with public transportation operators and
government agencies, participating in public and government charging projects to expand
the charging ecosystem. Additionally, partnerships with automakers like Porsche and Audi
Taiwan are underway to establish charging locations in Taiwan.

(2) Charging Post Certification: ZEROVA Technologies aims to obtain VPC certification for
the DW30kW wall mounted, and DS60kW public and commercial charging posts by the first
quarter of 2024. As more products pass VPC certification, it will inject greater momentum
into Taiwan's electric vehicle charging infrastructure. While expanding its market presence,
ZEROVA Technologies maintains excellent quality and meets international safety standards.
In addition to the VPC safety certification from the Bureau of Standards, Metrology, and
Inspection, M.O.E.A. it has also achieved certifications from the US Energy Star, UL,
Intertek, and European CE, CB, EV Ready, as well as Japan's JARI.

(3) Production Expansion: To meet the global demand for charging posts and expand into the
global market, ZEROVA Technologies is not only producing in Dongguan and Vietnam but
also continuing the expansion projects of its second and third factories in Tainan to increase
global charging post production capacity. Additionally, to expand into the Japanese market,
ZEROVA Technologies purchased a factory in Chiba, Japan at the beginning of the year,
actively preparing to expand its business in Japan.

3. Long-term development plan:
(1) R&D strategy:
Power Supply Products: :
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A.Make good use of simulation-assisted physical design integration experience and
software/hardware integration engineering design capabilities to ensure design
feasibility, thereby shortening the product development cycle and winning the
professional trust of customers.

B. Make good use of simulation-assisted physical design integration experience and
software/hardware integration engineering design capabilities to ensure design
feasibility, thereby shortening the product development cycle and winning the
professional trust of customers.

C. Continuously improve the material cost structure of existing products and optimize
processes to reduce production costs and thereby strengthen product competitiveness.

D. USB PD 3.1 product and technology development: Complying with the maximum output
power and maximum output voltage requirements of the new regulations, the USD PD
power supply application field has expanded from consumer products to e-sports laptops,
power tools, electric bicycles, and the Internet Communication and other applications.

E. 300-1500W power supply product and technology development: Actively enter high-
end niche markets such as 5G communications, power battery charging, robotics, and
industrial control applications.

Charging Post Equipment Products:

Continuously carry out technological innovation and expand product application areas in key
vertical fields, and focus on the research and development of high-power, high margin,
charging equipment above 360kW. The main products are as follows:

A. Standalone DC Fast Charging Post: The DQ480 standalone DC charging post, equipped
with four DC charging guns, offers customizable screen options including 7-inch, 21.5-
inch, and 32-inch displays, providing electric vehicle owners with a better user
experience in various settings. The DQ480 is ideal for urban parking areas with limited
space and a need for rapid charging, such as commercial fleets, gas stations, business
centers, and shopping malls, enhancing the turnover and usage efficiency of operators'
charging facilities.

B. V2X Bidirectional Energy Storage System: V2X is a component of smart grid energy
infrastructure. During peak electricity usage, disasters, or emergencies, it can reverse the
flow of electricity from electric vehicles back to residential buildings, commercial office
buildings, or the municipal power grid. V2X transforms electric vehicles from merely
transportation tools into mobile energy storage units, also serving as backup power
sources for homes and virtual power plants in cities. This system allows for flexible
power dispatch to optimize energy use efficiency and promote the intelligent
transformation of the power grid.

C. Electric Bus Charging Station: This is a pantograph charging post for electric buses,
compatible with all standard charging technologies. Fully modular, it does not require
manual plugging and unplugging.

D. Large Charging System: A 3.84 megawatt system designed for commercial fleets,
capable of connecting 24 charging devices simultaneously. Integrated into a single
cabinet, the energy storage system is upgradable.

(2) Marketing strategy:
Power Supply Products:
A. Focusing on cost structure improvements
B. Reorganizing production layouts to reduce costs and improve competitiveness °
C. Deeply exploring strategic niche markets, customers, and product development
D. Emphasizing high margin standard products and diversified business models
E. Emphasizing high-quality profits and not blindly pursuing revenue growth
F. Building GaN Core Technology and Value
Charging Equipment Products:
A. Focus on expanding scale and increasing the global sales network.
B. Recruit and establish an international management team to accelerate growth.
C. Continue research, development, and innovation to ensure long-term competitiveness.
D. Strategically select appropriate markets to achieve healthy and sustainable growth.
E. Pursue high-quality revenue.
F. Focus on quality, customer service, and delivery capabilities.
G. Continue to build a robust business model with diversified revenue streams.
(3) Regarding production strategy:
Stay current with customers’ demands and fluctuation in the market supply chain during low
and peak seasons, and establish a comprehensive production and sales platform to minimize
the risk of labor shortage in mainland China, in the hope of achieving production stability.
In response to the threats of the US-China trade war and the avoidance of risks related to the
concentration in the Dongguan area, actively strengthen the ratio of production capacity and
orders for the production base in Vietham. Meanwhile, combine the production resources in
the Dongguan area to improve utilization and output value, benefiting our asset activation.
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Optimize supply chain management and establish local supply chains to accurately
understand the fluctuation of raw material prices in the market, supply and demand, and the
delivery risks in the hope of minimizing the procurement costs and establishing and
executing stocking plans in due course, as well as strengthening the product price and
delivery competitiveness.
(4) Strategic Partnerships:

As a global leader in charging equipment, ChinoTech provides its partners with a
comprehensive service model that includes design, production, validation, and service.
ZEROVA Tech continues to capitalize on the business opportunities in the full development
of electric vehicles, actively expanding into international markets to meet the global demand
for charging equipment. Currently, our expansion markets include Japan, Thailand,
Singapore, Malaysia, Europe, and the United States, which are also the main markets for
charging post expansion. We have established partnerships with local hotels, apartment
buildings, parking lots, gas stations, and heavy vehicle fleets, building a solid business
foundation in a competitive market. Simultaneously, we are actively expanding the
Taiwanese market through deep localization, and have established strategic partnerships with
several third-party partners to ensure fast and reliable service. This approach perfectly aligns
with the latest technologies from electric vehicle manufacturers to achieve optimal charging
results.

I1. Analysis of Market as well as Production and Marketing Situation
(D Analysis of Market
1.Percentages and areas of domestic and foreign sales of the main products in the last two years:

1) Sales percentage Unit: %
Year
Main Product Year of 2022 Year of 2023
Power supply 99.90% 61.40%
Electric Vehicle Energy - 38.44%
Total 100.00% 100%
(2) Region of Sales Unit : NTD1000
Year
Y f2022 Y f2023
Region of Sales caro caro
Domestic sales revenue 322,798 396,658
Asia 9,570,107 4,778,399
America 2,331,342 5,367,868
Europe 1,622,631 1,666,411
Others 170,697 123,061

2. With the current thriving development of cloud information networks, optoelectronic
applications, smart device applications (such as wearable devices), automotive electronics, and
green energy concepts, the application range of power supplies is expanding. Industrial
applications continue to increase, including personal computers, communications, networking,
optoelectronic, precision instruments, automobiles, and information appliances. About 85% of
them are concentrated in consumer electronics, mobile communications products, personal
computers, and peripheral products. The industrial demand is mainly linked to the fluctuations
of the overall economy and the information, communication, and electronics industries,
particularly their subindustries.

(1) Supply side
According to research data from Micro-Tech Consultants (MTC), the switching power
supply market in the world reached 50.617 billion US dollars in 2022. As the market scale
continues to expand on the applications side, it is estimated that such market will reach
59.686 billion by 2025. As the market scale continues to expand on the application side, it
shows a growing trend of the switching power supply year by year.

(2) Demand side
Although the power supply has a wide range of applications, since 85% of the products are
used in consumer electronics, mobile communications, personal computers, and peripheral
devices, the industrial demand is deeply affected by changes in the information,
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communications, and electronics industries. At present, the industrial applications engaged
in and operated by the Company are as follows:

A. Smartphone Market:

According to MIC statistics and forecasts, global smartphone shipments in 2023 are as
follows:

A Decade Low: Inventory destocking in 2023 is expected to conclude in Q3, with the new
device releases from Apple and Huawei fermenting and slightly boosting market confidence.
It is estimated that global smartphone shipments will reach about 1.12 billion units in 2023,
marking a year-on-year decline of 7%. The top five brands have all seen a decline in
shipments due to weak demand, with Apple experiencing the smallest decrease. The market
in Mainland China is expected to gradually recover in the second half of the year.
Cautiously Conservative Outlook for 2024: The revival of demand and the extent of market
recovery in 2024 will still depend on the global economy. Brands continue to monitor market
demand and are conservative with project initiations, estimating that shipments will reach
about 1.15 billion units in 2024, a year-on-year growth of 3%. Looking ahead to 2024, brand
manufacturers are concerned about insufficient demand stimulation, are conservative in
placing orders, and are managing inventory levels cautiously. They often opt for
shorter/urgent orders, presenting challenges for supply chain scheduling and production.
Planning ahead is essential to avoid the risk of supply shortages.
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The penetration rate of 5G smartphones continues to increase in 2023, though the growth
rate has slowed due to poor market conditions, with Apple remaining a key player and having
the highest 5G penetration rate among major brands. Chip manufacturers continue to
compete in the mid-to-low-end 5G smartphone chip market, driving shipments. Looking
forward to 2027, it is projected that 5G smartphone shipments will reach 1.03 billion units,
with a Compound Annual Growth Rate (CAGR) of 9.4%.

121



EIRSGEBREFHMIBRIERDSFTER 2023~2027%F

1,200 Bl : HEE 140%

1,000 120%

800 100%
6.6 M

80%

600
60%
400
40%
200 20%
0 0%

2021 2022 2023(e) | 2024(f) 2025(f) 2026(f) 2027(f)
mmm Shipments 545.8 629.2 657.6 780.7 883.5 980.3 1,031.8
Penetration 40.3% 52.5% 59.0% 68.0% 74.0% 80.1% 82.5%

———Shipment YoY 128.5% 15.3% 4.5% 18.7% 13.2% 10.9% 5.30%
EHZEE : MIC - 20235108

In 2023, affordable folding phones (USD $600~$900) have emerged, and it is expected that
their shipment volumes and penetration rates will continue to increase in 2024. It is essential
for Tier 1 and Tier 2 providers to push forward with folding phone models, potentially
adopting a multi-supplier strategy combined with compromises on specifications to meet
production volumes and price demands.

B. 5G Fixed Wireless Access (FWA) Market

Telecom operators are actively deploying 5G, and by 2021, global 5G commercial
networks will become more widespread. Without the need for building dedicated
enterprise networks, 5G FWA allows for the rapid establishment of internal networks at
different branches, serving as a potential replacement for the last mile of traditional wired
networks. FWA utilizes mobile network-supported user devices to provide broadband
access. Entering the era of 5G, which theoretically offers speeds up to ten times faster
than 4G, 5G download speeds can reach gigabit levels, comparable to fiber optic networks.
The industry is optimistic about 5G driving a new wave of FWA applications, using 5G's
high-speed wireless transmission to break the constraints of wired network deployment.

Ericsson notes that the demand for home fixed broadband has increased, which in turn has

significantly boosted the traffic for operators providing Fixed Wireless Access (FWA).

Ericsson predicts that by 2026, the global FWA user base will grow more than threefold,

exceeding 180 million users, and will account for one-quarter of all mobile data traffic. As

of July 2020, there were 37 commercial 5G FWA telecom operators globally, primarily in
the US and Europe.

1. United States: To reduce the digital divide between urban and rural areas, since 2015
the FCC has continually subsidized telecom operators to provide network and voice
services in rural areas. Most operators use FWA to reduce costs and rapidly expand
coverage, achieving the FCC's targets; subsequent developments are expected to
transition from 4G or unlicensed spectrum FWA to 5G to enhance connectivity quality.

2. Several US telecom operators, originally providing only fixed network services, have
successfully bid for CBRS spectrum to offer FWA services.

3. Europe: 4G FWA, already popular in many European countries, is expected to be
upgraded to 5G.
Besides global players like Nokia and Ericsson, local firms such as Foxconn, Compal,
Zyxel Communications, Arcadyan, Askey, = Wistron, Alpha, Accton, SERCOMM and
Cameo Technologies have also launched related 5SG FWA products, including indoor
and outdoor 5G FWA products.
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C. 5G Small Cell and Private Network Market

According to the Market Intelligence & Consulting Institute (MIC), global telecom
operators are expected to spend $1.1 trillion on network construction from 2020 to 2025,
with nearly 80% of this investment focused on 5G, indicating that telecom operators are
optimistic about 5G business opportunities. Additionally, the relaxation of regulations in
Europe and the United States, along with the development of private networks, will
improve mobile operators' willingness to build networks. Small cell deployments are
expected to grow significantly in 2022 and 2023. However, global telecom operators first
build large base stations and then use small base stations to improve indoor or building
communication quality. Therefore, MIC predicts that the small cell business opportunities
will not see significant growth until 2022-2023. By 2026, 5G small cells are expected to
account for over 90% of the global market.

With an optimistic view of the global 5G market, the three major international public cloud
providers are also entering this market to offer related services, leveraging cloud-native
technologies to provide flexible deployment solutions. Microsoft, targeting edge
computing requirements for enterprise 5G private networks, partnered with Verizon in
September 2021 to launch a 5G enterprise private network edge computing solution using
Azure Stack Edge to structure 5G private networks in the mmWave spectrum. In October
2021, Google Cloud launched Distributed Cloud, which can be deployed in enterprise data
centers. This service can deploy base stations and edge computing facilities in a host mode
to meet enterprise needs for building private networks. At its 2021 product conference,
AWS unveiled a preview version of AWS Private 5G to simplify the complexity of
deploying private networks. Enterprises only need to specify the area and bandwidth
needed for the 5G private network, and AWS provides the necessary components,
including small base stations, 5G core and RAN software, and SIM cards. AWS
emphasizes flexible device scaling and deployment within a few days, with usage-based
billing. Although licenses for private spectrum bands won't be issued until 2022, many 5G
private network or 5G commercial frequency private network pilot projects are already in
place locally, including those in industrial manufacturing, tourism, transportation, cultural
exhibitions, disaster prevention and rescue, manufacturing, healthcare, and education.
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Small cell deployments and upgrades by environment 2017-2025
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D. PoE power supply market

The Power over Ethernet (PoE) solutions market surpassed $700 million in 2018 and is
expected to grow at a compound annual growth rate of over 15% from 2019 to 2025. PoE
technology is widely used to support IoT projects, such as smart cities, smart grids, and
smart buildings. IoT communication networks use PoE to power smart infrastructure,
meeting the requirements of various loT use cases. By 2025, the power sourcing
equipment (PSE) segment is expected to account for over 40% of the PoE solutions
market, because these devices are widely used to meet the power needs of powered
devices, including wireless access points, cameras, VolIP phones, and POS terminals.

With the increasing use of IoT technology in manufacturing, retail, healthcare, and
transportation verticals, the deployment of PoE-enabled switches and routers (which
provide gigabit speeds to connected devices) will also surge. Various government
initiatives, such as Industry 4.0 and smart city development, will further promote the
adoption of PoE solutions by enabling power and data sharing through the same Ethernet
cable infrastructure, improving energy efficiency.

North American Power over Ethernet (PoE) solutions market held over 40% of the
industry's share in 2018 and is expected to maintain its dominance from 2019 to 2025.

NA industry APAC market |
share (2018): Q CAGR (2019-25): | share (2018)
)
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[

Market Share by 2025

40%
Global market

loT connectivity Industrial POE
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share by 2025
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E. LEO Low-Earth Orbit Satellite Communication Market
The MIC predicts that the global satellite industry will reach $304 billion in 2023. Ground
equipment production will reach $154.4 billion, accounting for 53%, and satellite services
will reach $118.4 billion, accounting for 40%. As major countries develop sovereign
satellites and commercialize Low-Earth orbit satellites, the global satellite industry is
expected to grow to $502.2 billion by 2030.
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After 2017, the speed of satellite launches accelerated, with 1,673 satellites launched in
2021. By 2022, out of the total 5,465 global satellites, 4,700 were low-Earth orbit satellites
used for communications, remote sensing, science, and other applications. MIC predicts
that from 2023 to 2030, the number of low-Earth orbit satellites will grow from 7,500 to

17,350.

SpaceX's Starlink and Europe's OneWeb satellite network service providers are hastening
the deployment of their low-Earth orbit (LEO) satellite constellations to provide
broadband connectivity to the ground. Some analysts believe that while satellite
communication has traditionally been used in regions like maritime and high-altitude
areas, where standard network services are unavailable, the rise of private satellite
companies like Starlink, OneWeb, and Amazon's Project Kuiper will not only provide
household wireless network services, but will also expand into mobile satellite broadband
services. This may capture a share of the emerging 5G mobile communication market.
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F. General NB and Chrome Book Market

DIGITIMES Research stated global notebook (NB) shipments in 2022 reached 189 million
units, marking a 24.3% year-on-year decline. Shipments are expected to continue
decreasing in 2023, reaching 165 million units, down 11.77%. However, there is potential
for a rebound in 2024, with an estimated shipment of 169 million units, representing a
2.61% year-on-year increase. Despite a potential recovery in 2024, dispersed production
locations will intensify cost pressures felt by ODMs. The gradual transfer of orders by
American brands remains in its initial warming phase, and the majority of the supply chain
is still based in China. Transportation and production management impose additional
costs, and brands are reluctant to absorb these new expenses, leaving the supply chain to
shoulder the burden.

The DIGITIMES Research Center forecasts that the global notebook (NB) market will
have a compound annual growth rate (CAGR) of 3% from 2023 to 2028. In 2024, market
growth is expected to increase by 4.7%, driven by inflation easing and new product
launches, marking the end of a two-year decline. In 2025, the market is expected to grow
by 6%, benefiting from the new economic expansion cycle, and projected to be the
strongest growth year in the next five years. A slight contraction is expected in 2027, as
South Korean panel manufacturers gradually expand flexible OLED capacity, influenced
by Apple's adoption.
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Additionally, Al PCs were a spotlight at the 2024 CES consumer electronics show. Intel
(INTC-US) and AMD (AMD-US) were quick to collaborate with laptop brands to launch
a series of new products with built-in Al acceleration engines. By integrating a Neural
Processing Unit (NPU), personal computers are no longer solely reliant on CPUs or GPUs
for performance. Instead, they can use Al features to accurately manage workloads and
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distribute system power consumption. Paired with the Windows 11 operating system's
Copilot shortcut key, users can enjoy a high-performance and energy-efficient experience.

TrendForce further indicates that killer applications for Al PCs have not yet been
identified, and the penetration rate is expected to remain low this year, limiting growth
potential. Therefore, innovative software applications will be the key factor in determining
whether Al PCs can drive global laptop shipments in the next two to three years and lead
to a new wave of device upgrades.

Affected by the pandemic, the remote working and work-from-home policy have greatly
increased the demand for computers, while driving the diversified use scenarios of gaming
notebooks. A gaming product that combines both entertainment and office needs can meet
the expectations of different consumers in different applications; for example, the
enhancement of work efficiency with strong effectiveness for business people; the
satisfaction of leisure and entertainment needs of gaming players; and meeting the needs
for both schoolwork and entertainment of the students.

In an IDC survey report, the total global shipment of gaming PC devices in 2020 is
estimated to grow by 16.2% compared to last year's nearly 41.6 million units, reaching a
record high of 49.6 million units. By 2024, it is expected to increase to 61.9 million units,
with a compound annual growth rate of 5.7%.
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G.E-Bike Market

With the rising awareness of environmental protection and the popularization of fitness
concepts, e-bikes have become a new “green transportation tool” with the advantages of
power conservation, free of pollution, and low noise. As the technology has becomes more
sophisticated, and the unit price dropped, the market scale has grown substantially. By
2024, global demand for electric bicycles is expected to grow at an annual rate of 3.7%,
reaching 28.7 million units. However, the global COVID-19 pandemic disrupted the
electric bicycle supply chain, shut down many retailers, and significantly reduced
consumer spending, causing electric bicycle sales in 2020 to drop to just over 23 million
units.

The global electric bicycle market is primarily dominated by China, which accounted for
76% of global sales in 2019. As many of e-bikes are already used in China, and the motor
vehicle retention rate continues to rise, China’s prospects for growth are quite limited. In
addition, internal combustion engine scooters, scooters, and mopeds are still very popular.
Outside China, the demand for e-bikes is expected to grow 8.5% annually, more than twice
the global average. Multiple trends are expected to drive growth, including:

1.More consumers regard e-bikes as a safer alternative to public transportation.

2.The growth of personal income is from consumer spending in developing countries.
3.Cycling and mountain biking are becoming more popular all over the world.
4.Introduction of more powerful e-bikes helps narrow the performance gap between
scooters and mopeds.

5.The development of professional models (such as freight electric bicycles and bike
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motocross) will stimulate consumer interest.

6. After the pandemic, people’s concerns about the use of public transportation have
increased, and concerns about climate change and air pollution have also increased, which
have motivated the government to introduce policies and subsidies for expanding the use of
e-bikes.

7.Governments around the world (including Italy, the U.K the U.S., and India) will
encourage the use of e-bikes through regulatory changes and subsidies.

8.Global demand in the e-bike industry.

Global demand in the e-bike industry.

Global E-Bike Demand by Region, 2009 — 2024 (thousand units)

% compound annual

change
Item 2009 2014 2019 2020 2021 2022 2023 2024 ‘09-'14 ‘1419 ‘19-'24
E-Bike Demand 15663 20443 23922 23026 24662 26372 27751 28742 5.5% 3.2% 3.7%
North America 110 180 318 293 359 413 467 512 104% 12.1% 10.0%
Central & S America 35 59 69 60 65 80 100 115 11.0% 3.2% 10.8%
Western Europe 573 1293 3410 3355 3680 4160 4610 5065 17.7% 21.4% 8.2%
Eastern Europe 35 90 165 155 165 195 230 270 208% 129% 104%
Asia/Pacific 14895 18796 19925 19133 20358 21483 22298 22730 4.8 % 1.2% 2.7%
Africa/Mideast 15 25 35 30 35 41 46 50 10.8% 7.0% 7.4 %
Global E-Bike Demand Share by Region, 2019
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H. Power tool industry
As the global economic development has become sluggish, it has also tightened
individuals’ and families’ budgets for personal consumption and residential maintenance
costs, unexpectedly driving the do-it-yourself maintenance trend. = However, the current
specifications in this market tend to be more customized, and there are many competitors.
Therefore, most customers demand flexibility and quick response in the model design and
sample schedule, and the price margin is relatively large.

With the introduction of new lithium batteries, power tools are growing rapidly in the
global hand tool market; particularly in recent years, major tool manufacturers have been
devoted to wireless hand-held automatic machine tools. Bosch President Henk Becker
mentioned, "The cordless tool market will grow rapidly in the next five years. Its market
share in the tools segment will increase from 40% to 60%, and our investment in battery
systems will absolutely be worth it." According to market research firmData Bridge, the
global power tools market size was approximately $41.2 billion in 2020, and it is projected
to reach $55.6 billion by 2027, with a compound annual growth rate (CAGR) of 4.7%.
Among them, cordless power tools account for more than 50%, and they are the star of
power tools. Products are constantly being developed toward high wattage, light weight,
and low charging hours.
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Global Power Tools Market, By
Regions, 2020 to 2027

Global Power Tools Market is Expected to Account for
USD 55,592.66 Million by 2027
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I. Service robot industry
Different from industrial robots, professional service robots are mainly used in industries
other than manufacturing, such as logistics, retail, food and beverages, and healthcare, and
are usually used to assist rather than replace humans. Most service robots have wheels, so
they have maneuverability or semi-maneuverability.

Deloitte's industry research team further predicts that the professional service robot market
will experience double-digit growth in 2020 and the coming years, becoming a rapidly
emerging product in the market. This optimistic forecast is based on the influence of two
major technological advancements: the enhancement of wireless connectivity capabilities
through 5G network technology and the continued price reduction and advancement of
Edge Al (Artificial Intelligence) chips. According to a recent report from World Robotics,
it is estimated that 21.6 million service robots will be sold in 2020, with annual growth
rates ranging from 25% to 44% until 2023, reaching 48.6 million units.

Service robots for personal/domestic use.
Unit sales 2018 and 2019, potential development 2020-2023

millions of units

: 561 &6 61 6.7

Robols for domestic (asks Entertainment robats
2018 m2019 w2020 w2021 m2022 wm2023 Sowrce: Warld Bobotics 2020

J. Medical Grade Respirator Application Power Supply
The global aging population continues to rise, and the increasing focus on personal health
drives the development of the global medical materials market, which is expected to reach
approximately $517.4 billion in 2021, with a compound annual growth rate (CAGR) of
4.78% from 2016 to 2021. Among them, the demand for lightweight and portable medical
devices, especially for home healthcare applications, has grown significantly. Due to
Covid-19 causing pulmonary complications, which may be irreversible, the increasing
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global population affected by the virus may lead to a subsequent trend in post-recovery
care. The demand for home respiratory devices is increasing, coupled with the fast pace of
life and various stressors, the population suffering from insomnia is increasing year by
year, emphasizing the importance of sleep quality, leading to a visible demand for sleep
respiratory devices. The global sleep apnea device market is expected to expand from $14
billion in 2020 to $25 billion by 2028. The market is predicted to grow at a compound
annual growth rate (CAGR) of 8.65% from 2020 to 2028.
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K. Electric Vehicle Charging Station Market

Looking ahead to the global electric vehicle (EV) market until 2025, DIGITIMES
Research remains optimistic about the growth momentum of electric vehicles. As the
phase-out schedules for internal combustion engine vehicles (ICEVs) draw closer, car
manufacturers continue to invest heavily in their electric vehicle divisions to avoid paying
carbon taxes and hefty fines. Many individual car manufacturers are investing upwards of
billions of dollars. DIGITIMES Research estimates that by 2025, global electric vehicle
sales will reach 28.5 million units, with a penetration rate exceeding 30%. The compound
annual growth rate (CAGR) of the electric vehicle market from 2020 to 2025 is projected
to reach 55.4%, far exceeding the overall automotive market performance of 4.7%.

According to statistics from various national automotive associations and the International
Energy Agency (IEA), regions with higher electric vehicle sales tend to have more
charging stations, indicating a positive correlation between the two. The concentration of
charging stations in the three major electric vehicle regions—China, Europe, and the
United States—is as high as 90%. China has the highest number of electric vehicles in
circulation, with nearly 4.6 million units in 2020, and also the highest number of charging
stations, reaching 807,000, accounting for over 60% of the global total. In terms of the
ratio of vehicles to charging stations, China has the closest ratio at 6:1, while Europe and
the United States have ratios of 11:1 and 16:1, respectively, meaning that Chinese EV
owners experience shorter waiting times for charging. Furthermore, China also has the
highest proportion of fast charging stations, reaching 38%.
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The future deployment of charging stations in the three major electric vehicle regions will
develop in two directions: first, there will be a continuous increase in the number of
charging stations, including both AC charging stations and DC fast charging posts, with
the goal of achieving an ideal ratio of one charging station per vehicle (i.e., a 1:1 ratio of
vehicles to charging posts). Second, to increase the proportion of express charging posts,
with the purpose of reducing the waiting time for vehicle owners to charge their vehicles.
The development plans of charging posts in each regional market are shown in the
following figures:
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3. Advantages, disadvantages and countermeasures of competitive niche and development prospects
(1) Master key technologies

To maintain their competitive advantages, power supply manufacturers must continue to
improve their manufacturing technologies and production capacity to effectively reduce
production costs and consolidate leadership positions in the industry. Therefore, power supply
manufacturers must first develop and obtain relevant safety certificates around the world from
commissioned agencies, in response to market demand, while surpassing other competitors to
distribute products in the market via their retail/wholesale customers in the shortest time, to
gain the sales opportunities. Therefore, through a strong R&D team and a complete and rapid
product manufacturing system, the Company collaborates with major customers, actively
develops high precision industrial power applications, and develops energy conservation and
energy storage conversion solutions, while advancing the technology for high stability,
lightweight, thin, short, small, and high-tech intensive power supply systems. In addition to
possessing advanced products and manufacturing technologies, automated and computerized
management is adopted in production scheduling and product quality for real-time control and

tracking, to maximize the production efficiency of an entire plant.

(2) Product environmental protection and good quality

At the source of self-developed design, various regulations are incorporated to ensure that
products comply with the requirements of RoHS, Pb-free, Halogen-free, and HSF. Through
systematic "source management," RoHS is controlled to comprehensively monitor progress
in manufacturing processes and material management. By obtaining certifications such as
ISO9001, 1SO14001, OHSAS18000, ISO13485, IATF16949, the Company implements
comprehensive management in product quality, environmental protection, and occupational
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health and safety, ensuring that all products not only pass relevant safety certifications but
also comply with the requirements of the EU RoHS directive. Additionally, new designs are
gradually introduced to comply with the Energy Star specifications. Furthermore, the
Company is dedicated to promoting and implementing the EU WEEE directive and EuP
directive (product energy efficiency standards) to provide customers with more
environmentally friendly and higher quality products.
(3) Close customer relationship
In addition to providing good quality, accurate delivery, and reasonable prices, the Company
keeps abreast of market trends through the overseas subsidiaries’ proximity to the export
markets, while serving customers and learning about customers’ needs in its overseas locations
close to the customers to provide excellent products to enable customers to obtain advantages
in competition. Thus, we can maintain long-term and close partnerships.
(4) High degree of automation
Under the trend of power supply miniaturization, the profit margin continues to be squeezed.
Only with the increase in production yield can we reduce manufacturers’ unit production cost
and increase profitability. In addition, consumer electronic power supplies must be mass
produced to some extent to minimize production costs and increase competitiveness.
Therefore, a high degree of automation is a characteristic of this industry, which will create
certain barriers to entry for other competitors.
(5)Manage Raw Material Sources
The Company has established a stable supply relationship with major raw material suppliers,
and there are several core suppliers of the same type of materials to choose from, so the supply
source is stable, the quality is good, and the delivery time and the price can be managed
effectively. Moreover, the Company will pay attention to the supply and demand of key
components in the market at all times, and maintain close relations with its manufacturers to
maintain the stability of the supply. The Company also reduces inventory costs through
computerized management of the procurement system, to strictly control the delivery date and
quantity of raw materials, and obtains bargaining positions through large purchases, and even
engages in joint purchases with major Japanese manufacturers to reduce purchase costs.

4. Advantages and disadvantages of the development prospects and countermeasures
(1) Favorable factors:

A. Tight product relevancy with wide application scope
Since the power supply is an indispensable main component of all electronic products, as
electronic products are integrated with current and advanced technologies to create more
terminal applications, the demand for power supplies for electronic products will increase
accordingly. Furthermore, electronic products will continue to be innovated and changed
in line with consumers’ preferences, which will enhance the competitiveness of the
products themselves and prolong the life cycle of the products, thereby continuing to
generate demand for power supplies.

B. Continuous growth in the information and communications industry
Due to the vigorous development and continuous innovation of various information/
communications and semiconductor process technologies, many new technological
developments and application trends have been formed, including cloud information
networks and service platforms, Al+ Internet of Things (IOT), 5G + Wi-Fi communications,
Al + 5G + HPC financial technology (fintech), energy storage + EV charging + smart grid,
smart home, and smart city, robots, non-contact remote business opportunities, etc., thus
promoting the continuous innovation and growth of the required industry of intelligent
hardware devices, which in turn brings about new demand for power supply manufacturers.

C. An expanding array of safety regulations, with high thresholds in competition:

In terms of safety regulations, the Company has introduced ways to identify various
regulations from the source of R&D design, so that products can comply with the
provisions of RoHS, Pb-free, Halogen-free, HSF, etc. In terms of safety specifications,
the products also comply with continuously updated standards, such as UL/IEC62368,
UL/IEC60601, UL1012/1310, IEC60335, UL2594/2202, IEC61851, CNS15511,
GB/T18487/34657, etc. In addition, the Company has passed quality certification of
ISO9001, ISO14001, ISO13485, OHSAS18000, IATF16949, etc.
(2) Unfavorable factors:

A. A. Inrecent years, due to labor shortages and a rapid increase in wage costs, plus difficulty
in training R&D and technical personnel, the operating costs are relatively higher.
Response measures:

In addition to reducing workforce needs through outsourcing processing projects and

adding automation equipment, the Company will adopt vertical integration to set up

production-oriented subsidiaries overseas by means of international division of labor.
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Meanwhile, it will strengthen employees’ education and training in each factory, and

improve employee benefits, to reduce employee turnover, improve employees’

commitment to the Company, and attract outstanding talent to join and stay, to improve
the competitiveness in the industry.

B. High-tech products feature a short life cycle and rapid market changes. In addition,
emerging countries have successively invested in the development of this industry, so
competition among manufacturers is fierce, and a price war is expected.

Response measures:

a. Company will accelerate the pace of global layout and internationalization, while
building world-class factories and further upgrading production manufacturing
services, with customer satisfaction as the top priority. It will also make full use of the
advantages of existing overseas subsidiaries’ sales bases to quickly respond to market
demands and trends, to enhance the competitiveness and profitability of the Company.

b. From a global perspective, the Company’s respective departments, suppliers and
customers are integrated, data operation and management is strengthened, and data
analysis platform is introduced to grasp changes in market conditions in a timely
manner, make timely decisions and responses, and complete the production and
marketing management of the global supply chain, so that production and marketing
costs can be maintained at an appropriate level. It will regard customers as partners and
participate in the development and design of their products, thereby improving the
Company’s technology R&D capabilities and reducing production costs, to expand its
market share and increase the barriers to entry for other competitors.

c. Through a complete global R&D layout, the Company will set up R&D centers in New
York, California, Dongguan, and other places, and establish a R&D center in Tainan
to directly undertake design projects, shorten the product development timeline, and at
the same time introduce outstanding talent from different backgrounds in the R&D
center at the headquarters in Taiwan to provide customers with more real-time services.

d. Production automation is introduced and optimized to reduce the number of direct
operators and increase unit production capacity, improve supply chain management
and establish local supply chains, and to accurately grasp customer demands in peak/
offpeak seasons. Also to monitor price fluctuations of raw materials in the market, as
well as supply and demand conditions and delivery risks, to reduce procurement costs
and formulate and implement strategic material preparation plans in a timely manner.
This will strengthen product pricing and delivery competitiveness and reduce quality
risks.

e. The Company actively invests in the development of green, energy-saving products.
Not only does it aim to obtain patents, but also new technologies and designs must meet
global energy-saving standards to upgrade the product level and enhance the brand
image, thereby attracting more international companies and raising the barriers to entry.

f. Since the beginning of R&D and design, investments have been made in researching
applications of new materials and new technologies, the study of relevant laws and
regulations, and the collection of application requirements for products in emerging or
niche markets, to ensure the correctness of the R&D direction and a leading position
for technical capabilities.

(IT) The important uses and production processes of the main products

1 ~ Important uses of the products:

Main Product Main purpose or function

Adapter / Charge r/Cable Smart Phone / NB / AR&VR / Networking / POS / Smart home

— appliance/ Medical device
. F <
- Yoy i
P Y -

Battery Charger Ni-Cd / Ni-MH/ Li-ion
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Main Product

Main purpose or function

Car charger

Or

Phone / GPS / Digital camera

EV Charger Bus /Car / Bike / Trailer / Wheelchair
[} al &
- & C’:> !
—d - \ '\’
PV-Inverter
= y
£ Y J)..‘

POE (Power Over Ethernet)

L
‘o908

Security / Telecommunication / IP phone/LEO

LED DRIVER

LED Bulbs
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Wireless Charger
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Smart Phone, Tablets
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Energy Storage System

p

AC Charging, DC Charging (USB), Solar

&
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High power Battery Charger

Battery charging
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Main Product

Main purpose or function

Battery inverter
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AC Charge/Discharge
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E-bike charger

E-bikes

Gaming charger
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2. Main Product Production Flow Chart

Material

v

PCB assembly/testing

OPEN FRAME
g
Assembly
NG S
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Burn-in
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Repair High-pressure test
Y l
NG ATE test
NG l . .
Comprehensive inspection

Packaging

)

QA sampling inspection

!

Inbound

(IIT) Supply status of main raw materials:

The raw materials used by the Company are very accessible on the market, and the relationship with
raw material suppliers has been positive for many years. Currently, the supply of raw materials is
stable and sound, and the price can be flexibly determined at any time based on market conditions

in the Information and electronics industry at the time, so the supply of the Company’s primary raw
materials is great.
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(4)The names of customers who have accounted for more than 10% of the total purchases (sales) in any of the last two years, their purchases (sales)
amounts and proportions, and the reasons for the increase or decrease.

1 Information of major suppliers in the last two years

Unit: NT$1,000, %

Year 2022 Year 2023 As of first quarter of 2024
Percentase of ""The purchase net
g Relationshi Percentage of . . amount ratio as of the . .
Item Annual Net . Relationship X Relationship
Name Amount p with  |Name Amount Annual Net . Name |Amount | end of the previous .
Purchases o with Issuer with Issuer
(%) Issuer Purchases [ % ) quarter of the current
fiscal year [%o]
A 194,570 15 N/A
Others 9,493,371 100 NA Others 6,296,843 100 NA Others |1,064,462 85 NA
Net 9,493,371 Net purchase 6,296,843 Net
purchase 100 - P 100 purchase (1,259,032 100 -
amounts
amounts amounts

Note 1: List the names of suppliers that accounted for over 10% of total purchases in the last two years, along with their purchase amounts and ratios. If contracts prohibit
disclosing supplier names, or if the transaction involves individuals who are not related parties, a code should be used instead.

Note 2: Reasons for changes in purchase amounts: This was due to a significant reduction in purchases resulting from changes in the product structure proportion this
period.

2.Major Sales Client in recent 2 years

Unit: NT$1,000, %

Year 2022 Year 2023 As of first quarter of 2024
The sales net
Percentage Percentage c : amount ratio as 7 ]
Item of Annual of Annual Relatl?nshl of the end of the Relatl?nshl
Name Amount Item Name Amount p with Name Amount . p with
Net Sales Net Sales Issuer previous quarter Issuer
(%) (%) of the current
fiscal year [%o]
1 A 2,645,962 19 NA A 1,624,039 13 NA A 283,094 12 N/A
3 C 1,550,982 11 NA B 1,308,381 11 NA
Others 7,486,580| 53 Others 7,792,157 63 Others 2,058,205 88
Net sale 14017,575 100 Netsales | 12,332,397] 100 Netsales | 2,342,299 100
amount

Note 1: List the names of customers that accounted for over 10% of total sales in the last two years, along with their sales amounts and ratios. If contracts prohibit disclosing customer names,
or if the transaction involves individuals who are not related parties, a code may be used instead.

Note 2: Reasons for changes in revenue amounts: This was due to a significant reduction in sales resulting from changes in the product structure proportion during this period.
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(5) Production value table for the last two years
Unit: NT$1,000, %

Year 2022 Year 2023

q q Production . . Production
Capacity Yield value Capacity Yield value

Power Supplier| 96,265,731 77,976,942 9,487,541 52,000,000 51,329,945 5,547,394

Electric vehicle 157,236 127,364 1,383,974 66,000 65,433 2,005,370
energy
Total 96,422,967 78,104,306| 10,871,515 52,066,000 51,395,378 7,552,764
(6) Sales volume table for the past two years Unit: NT$1,000, %
Year 2022 2023

ales value Domestic sales Export sales Domestic sales Export sales
Major Products Quantity Value Quantity Value Quantity Value Quantity  [Value

Power Supplier| 1,736,141 161,490 84,048,138| 11,967,416 1,449,187| 372,640| 54,338,963| 7,199,767
Electric vehicle

energy 1,781 149,304 35,108] 1,727,361 8,363| 309,955 472,942| 4,430,834
Other 91| 12,004 - - 430 19,201 - -
Total 1,738,013| 322,798 84,083,246 13,694,777] 1,457,980| 701,796| 54,811,905 11,630,601

III.Information on Employees for the Two Most Recent Fiscal Years and during the Current
Fiscal Year Up to the Date of Publication of the Annual Report
March 31, 2024

Year 2022 2023 As of March 31, 2024
Direct Labor 2,539 2,498 2,690
Number of i
Employees Indirect Labor 2,227 2,247 2,254
Total 4,766 4,745 4,944
Average Age 33.70 33.96 33.82
Average Years of Service 3.81 4.14 4.06
PhD 0.08% 0.08% 0.08%
Masters 3.46% 4.30% 4.25%
Education
Distribution College and Above 20.40% 23.18% 22.41%
Ratio
High School 21.40% 19.75% 21.30%
Below High School 54.66% 52.69% 51.96%

IV. Disbursements for Environmental Protection

(1) Description of application, payment, or establishment of polluting facility settings:
The Company has always attached great importance to environmental protection work, and it is not necessary to
apply for a polluting facility permit or a polluting discharge permit in accordance with relevant regulations.
(2) The usage and possible benefits of investing in pollution prevention equipment:

Although the Company is not required to apply for a pollution facility permit or a pollution discharge permit
according to relevant regulations, in order to ensure the maintenance of the surrounding environment and ensure
the health of employees, relevant pollution prevention equipment includes a central exhaust system, central air
conditioning system, mobile vacuum cleaner machine, sedimentation tank, simple sewage treatment equipment,
etc..

(3) The process of improving environmental pollution in the most recent year and up to the date of publication of
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the annual report: None.

(4) In the most recent year and as of the publication date of the annual report, the losses suffered by the Company due
to environmental pollution (including the violation of environmental protection laws and regulations as a result of
compensation and environmental protection audit results that shall list the date of punishment, the sanction number,
the clause breached, the provisions of the violated laws and regulations, the content of violated laws and regulations,
and disposition content), and disclose the estimated amount and countermeasures that may occur at present and in
the future: None.

(5) The impact of the current pollution situation and its improvement on the Company’s earnings, competitive position
and capital expenditures, and its projected major environmental protection capital expenditures in the next three
years: None.

(6) In the most recent year, environmental expenditures totaled NTD8,815,864. At the same time, an environmental
management system (ISO 14001 certificate valid from February 23, 2024, to February 22, 2027) was implemented
to establish environmental audit management procedures and ensure effective execution. Improvements and
follow-ups are carried out for identified deficiencies.

2023 Environmental Protection Ex Unit: NT$
Environmental protection cost .
. Description Expenses
categories
1. The direct cost of reducing the
environmental burden
(1) Pollution prevention cost Preveption costs of air pol.lution prevention, water 0
pollution, and other pollutions
(2) Cost of saving resource The cost spent on saving energy (such as water, 3.400.000
consumption electricity resources) P
(3) Business waste and normal The cost of processing business waste (sludge
office waste processing and cleaning and transportation, waste solvents, waste 390,864
recycling cost water, normal garbage processing)
(1) Environmental protection education expenses
(2) Environmental management system and 0
2.The indirect cost of alleviating |certification cost
the environmental burden (3) Cost of monitoring environmental burden
(Environmental protection (4) Environmental protection organization personnel 19,000
related management cost) cost
(5) Added cost from procuring environmental 0
protection products
(1) Soil remediation and natural environment 0
restoration costs
3. Other environmental protection |(2) Environmental pollution damage insurance and 0
related costs environmental tax levied by the government
(3) Environmental problem settlement, compensation, 6.000
fines, and litigation fees ’
Total 8,815,864

V. Labor Relations

(I) The Company’s various employee benefits measures, continuing education, training, and retirement systems and
their implementation status, as well as the agreements between labor and management and various employee
rights protection measures:

1. Employee Benefits Measures:

The Company values its employees' physical and mental health, dedicating efforts to improving and
optimizing the work environment, organizing recreational activities, providing friendly facilities, and
enhancing health and insurance services. To show care for employees' daily lives, the Company not only
provides a clean and comfortable work environment and diversified recreational facilities, but also
organizes a Christmas tea party to bring joy to all employees. Additionally, the Company hosts various
sports competitions and recreational activities and arranges various events through the Welfare Committee.
These activities allow employees to relax and relieve work-related stress, making their lives more fulfilling
and comfortable.
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(1) Welfare Measures Directly Organized by the Company:

A. Employee profit sharing, performance bonuses, holiday bonuses, and employee stock ownership
trust.

B. Annual health check-ups, including follow-up exams and consultation services.

C. Celebrating Christmas, with refreshments

D. Celebrating Christmas, with refreshments

E. Professional training and further education subsidies for employees.

F. Allowances for weddings, funerals, and special celebrations.

G. Recreational facilities (e.g., gym, indoor basketball court, employee lounge).

H. Stress relief massages for employees.

I. Family day, sports day, year-end parties, and raffle activities.

J. Free books, newspapers, and magazines.

K. Labor insurance.

L. National health insurance.

M. Group life insurance, accident insurance, medical insurance, cancer insurance, and travel
insurance, to offer multiple protections to employees.

N. Leave for social welfare volunteers.

O. Birthday Leave

Group Insurance Plan: Depending on job grade and assigned personnel, the plan is divided into the
following four categories, detailed as follows:

Item Grade 3 and Long-term Grades 4 to 7 Below Grade 8
Above Personnel
Category A B C D
Life Insurance
Coverage NTD1,500,000 | NTD1,000,000 NTD750,000 NTD500,000
Accident
Insurance NTD3,000,000 | NTD2,000,000 NTD1,500,000 NTD1,000,000
Coverage
Hospital Medical Daily room fee of NTD1,000/day
overage
Occupational Compensation for the difference between insured salary and labor insurance
Injury Insurance
Cancer Insurance Daily room fee of NTD1,500/day
Accident
Medical NTD30,000

(2) Benefits measures handled by the Company's Employee Benefits Committee (Benefits Committee):
A ~ Domestic travel.
B ~ Plan and execute annual celebrations
C ~ Club activities and various competitions.
D ~ Monthly birthday party and festival activities.
E ~ Marriage, funeral, and celebration subsidies, and hospitalization condolence allowance.
(3) The Company provides transportation shuttles, indoor/outdoor parking lots, an employee cafeteria, a
gym, and an indoor basketball court as part of its employee benefits.
(4) 2023 Employee Benefits and Salary Information

Item Person/NTD Thousand
Number of Full-Time Employees Not in Supervisory Roles - Weighted 382 people
Average (A)
Total Salaries for Full-Time Employees Not in Supervisory Roles (B): 385,933
"Average Salary" for Full-Time Employees Not in Supervisory Roles (C = 1.010
B/A): ’
(5)Employee Training :

In recent years, businesses have needed to improve product and service quality to adapt to a highly
competitive market environment, making education and training indispensable. Since its inception, FSP
Technology has placed a strong emphasis on talent development to improve overall quality standards
within the Company. In 2023, PHIHONG particularly emphasized work-life balance, offering employees
various professional courses and training programs alongside diverse lifestyle seminars and book club
activities. These initiatives help employees find balance in a fast-paced work environment, and promote
physical and mental well-being.

PHIHONG is highly focused on employees' career development, actively promoting education and
training by providing a comprehensive training system and learning platform. This system combines
foundational training with specialized courses to enable continuous learning and growth, while meeting
the diverse needs of different employee levels. Furthermore, the Company has reinforced ESG-related
courses to guide employees in understanding corporate social responsibility, environmental protection,
and social welfare. This training helps employees develop a deeper understanding of ESG, which drives
more sustainable corporate growth.

We've also upgraded our digital learning platform, offering a wide range of digital learning resources that
employees can access anytime, anywhere. During the pandemic, digital learning became essential for
continuous education. We firmly believe that fostering a culture of learning where employees share and

141



learn from each other is key to maintaining competitiveness and fulfilling corporate development needs.
In the future, PHIHONG will continue to improve employees' professional skills and competencies,
achieving corporate goals through continuous learning and growth.

2023 PHIHONG Talent Training Statistics for Education and Training Hours

Item First Quarte Second Third Third Total Accumulated
Quarter Quarter Quarter Hours for the Year
Internal Training 2,975.5 3,555 4,508.3 3,211 14,069.8
External Training 193 198.5 387 112.5 891
Digital Learning 1,848.4 1,878.7 1,427.3 510.6 5,301
Total 4,472.9 5,632.2 6,322.6 3,834.1 20,261.8

2.Pension Contributions: The Company makes monthly pension contributions according to the relevant pension
system. Employees can freely choose their own contribution percentages, which are combined with company
contributions and deposited into individual employee accounts.

(1) Old System: Employees who joined the Company before June 30, 2005, can choose between the old and
new systems. According to the Labor Standards Act, the Company has established retirement guidelines
for regular employees. Retirement payments are calculated based on years of service and the average
salary of the last six months before retirement. The Company makes monthly contributions to the pension
reserve fund, which is managed by the Supervisory Committee of Business Entities' Labor Retirement
Reserve and deposited in the bank under the committee's name.

(2) New System: Employees who joined after July 1, 2005, are subject to the new pension system, as are
employees who opted for the new system after joining before July 1. The Company contributes 6% of an
employee's monthly salary to the employee's personal pension account. Employees can also choose to
contribute 0% to 6% of their monthly salary to their personal pension accounts, and the Company deducts
these amounts monthly from their salaries.

3. Labor-Management Agreements and Employee Rights Protection Measures:
(1) Labor-Management Agreements:
The Company is dedicated to fostering a harmonious atmosphere of mutual trust between labor and
management. It promotes an open and proactive management approach, providing multiple channels to
facilitate communication and agreements between both parties. These include quarterly labor-management
meetings and the establishment of employee suggestion boxes. Additionally, the Company offers counseling
services and organizes relevant talks and seminars periodically to strengthen communication and build
consensus. Since its establishment, the Company has maintained harmonious labor relations and has not
experienced any losses resulting from labor-management disputes.
(2) Measures to Protect Employee Rights:
Work Environment and Employee Safety Measures: Recognizing the importance of a safe work
environment for employee safety, the Company follows the guidelines and policies of the ISO 45001:2018
management system. The Company controls risks associated with the entire environment and occupational
health and safety behavior, demonstrating its overall direction and core commitment to protecting the
environment and occupational health and safety. The Company provides employees with a safe, healthy,
and comfortable work environment and prioritizes the review and improvement of risk assessments. In
addition, dedicated occupational safety and health management personnel are stationed at each facility to
handle the planning, implementation, and inspection of safety and health management tasks.
A. Occupational Safety and Health Policy:
Continuous transformation and growth are the driving forces behind PHIHONG Technology's
progress. The company is committed to simultaneously improving product quality and the work
environment. With a cautious approach to occupational safety and health, it strives to achieve
specialization, diversification, and internationalization, adhering to the following principles as its
highest decision-making guidelines. Our occupational safety and health policy is as follows:
1.Comply with all safety and health requirements and strengthen internal and external management
communication.
2.Continuously improve the work and living environment and prevent various safety risk incidents
from occurring.
3.Reduce occupational safety and health risks and make every effort to protect employees' health and
safety.

B. Policy Explanation:
1.The company's operations and production must adhere to the provisions of labor safety and health
laws and regulations, as well as the requirements of customers and other organizations.
2.Strengthen education and training to enhance awareness of occupational safety and health. This
ensures the thorough implementation of safety and health responsibilities and the effective operation
of various management activities related to occupational safety and health.
3.Continuously improve the work and living environment to provide employees with a better
environment, thereby reducing various risks detrimental to employee health and safety. This aims
to prevent the occurrence of various labor safety incidents.
4.Ensure and Enhance Company Image: Ensure and enhance the company's excellent image to achieve
the goal of sustainable operation.
These policies emphasize the company's commitment to legal compliance, employee education and
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training, environmental improvement, and maintaining a positive company image to ensure the safety,
health, and well-being of its employees while promoting sustainable business practices.

C. Occupational Safety and Health Commitment:

Phihong Technology is committed to complying with regulations and other relevant requirements in the

processes of research and development, manufacturing, testing, and sales to prevent occupational hazards

and continuously improve the operation of management systems to align with international standards. In

line with our corporate responsibility to protect employees and the environment, we pledge to:

1.Safeguard the safety and health of employees as the primary responsibility and obligation of all levels
of management in the company.

2.Take measures to prevent injuries, illnesses, and accidents related to work, to protect all personnel
within the premises.

3.Adhere to legal regulations to reduce environmental pollution impacts and develop standard operating
procedures and methods.

4.Communicate policies to employees, suppliers, customers, contractors, and other stakeholders, and
provide necessary education and training to ensure awareness of environmental and occupational safety
and health practices.

5.Continuously improve the operation of management systems and enhance performance.

6.Encourage employees to provide suggestions, and establish and maintain effective communication
channels between company management and employees.

7.Produce green products, promote waste reduction initiatives, and continuously organize and tidy up to
create a safe and healthy environment.

8.Commit to using international and domestic environmental safety and health standards as benchmarks
for self-improvement.

D. Environmental Health and Safety Management Organization:

Health and Safety (EHS) organization assists in planning and supervising the improvement of our
company's workplace environmental facilities to comply with relevant legal standards. We place a strong
emphasis on fostering a culture of workplace safety and health awareness among all employees to ensure
the safety of everyone. Our aim is to establish a comprehensive workplace safety and health management
system to ensure the safety of our workplaces and to achieve the Company's sustainable development
goals.

E. Environmental Health and Safety Certification and Training:

In addition to implementing the ISO 14001:2015 Environmental Management System at each of our
facilities, which has been externally certified, our overseas facilities have also obtained certification for
the ISO 45001:2018 Occupational Health and Safety Management System. We conduct regular internal
audits, management reviews, as well as periodic external audits and customer audits each year, to verify
the effectiveness and implementation of our management systems. These audit activities help assess the
extent to which our management systems are implemented and effective and serve as a guide for
continuous improvement in the future.

. Work Environment Safety:

Creating a safe and hazard-free work environment for employees is one of the key commitments of
PHIHONG Technology. Currently, our main manufacturing facilities have obtained certification for the
ISO 45001:2018 Occupational Health and Safety Management System. This certification ensures that
our colleagues can operate in a safe and secure work environment, allowing them to fully dedicate
themselves to their work and unleash their potential.

(3) Employee Code of Ethics and Conduct: “PHIHONG Employee Code of Ethics and Conduct" outlines the
expectations of PHIHONG Corporation for all employees within the group. It delineates the ethical and
behavioral standards that all employees are expected to adhere to, and requires a commitment to upholding
PHIHONG Corporation's assets, interests, and image in accordance with legal and ethical principles.

A. All records must be honest and complete: Regardless of location in Taiwan, China, or any other country,

general accounting principles must be followed. All transactions must be executed in accordance with
PHIHONG's regulations and procedures, with absolutely no undisclosed or unrecorded company funds
or assets permitted.

B. Improper or illegal use of PHIHONG?s resources is strictly prohibited.

C.

Gift giving and entertainment must be appropriate: Gifts to vendors or customers and entertainment
provided should adhere to general business practices and ethical standards. Employees are not permitted
to request or accept any gifts, special treatment, or entertainment from vendors or customers of the
company.

D Employees are prohibited from engaging in activities that conflict with company interests: Employees

may not engage in activities outside the company that conflict with its interests, nor may they allow such
activities to interfere with their responsibilities to PHIHONG. Employees may not personally benefit
from or receive favors in transactions related to PHIHONG.

E. All employees must comply with copyright regulations.

F.

Company-owned information must be kept confidential: All important internal information of the
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company must be kept confidential. Employees, regardless of personal gain, may not disclose such
information to third parties.
G. Protect intellectual property rights: Protect the company's intellectual property rights (including inventions,
technical data, product designs, and other company interests protected by law).
Each employee is responsible for upholding the reputation of PHIHONG to the highest ethical standards, and
any violation of this code will be deemed inappropriate conduct. We will enforce the requirement for all
employees to adhere to this standard to ensure the rights and interests of PHIHONG and all stakeholders.
(2) In the recent fiscal year and up to the date of printing of this annual report, any losses incurred by the
Company due to labor disputes (including violations of labor standards as per labor inspection results,
specifying the date of disciplinary action, reference number, violated legal provisions, nature of violations,
and disciplinary measures), along with disclosure of current and estimated future amounts and mitigation
measures: There have been no losses incurred due to labor disputes in the recent fiscal year and up to the
date of printing of this annual report, and the Company maintains good labor relations with its employees.

VI. Information Security Management
(1) Description of the Information Security Risk Management Framework, Information Security Policy, specific
management plans, and resources allocated to Information Security Management.
1.Information Security Risk Management Framework:
The responsible unit for information security within our Company is the Information Department, which
comprises an Information Security Supervisor and dedicated IT professionals. They are tasked with planning,
formulating, and executing information security strategies, as well as regularly reviewing information
security policies.
Regarding the implementation of information security management operations, if any deficiencies are found
during the inspection, the inspected unit will be immediately required to propose relevant improvement plans
and specific actions, and the improvement results will be tracked regularly to reduce internal information
security risks. In addition, the external accounting firm that the company cooperates with will regularly send
personnel to conduct information security-related audits on information units every year and track the
improvement results. The organizational operation model adopts regular audits and cyclical management to
ensure that reliability goals are achieved and continuously improved.
2. Information security organizational structure:

EitSREE/ME

i Leprme—

W e FE R IR
Bt zE FL S5

TN TaETE
R T M 5
PHIH 545

e =

PHAE -2 Sl

PR T E-
PECFHELTHOTHEY T HE FEHE = =

SEIEET Bz

PHVB Mg R MRS TEHIE | %20

PHEURE M 71420 AR SR i R S HURIE | Wa-FHY
B Tk AEEEANEIIE B T

b R T
b EREH BE 1

3. Information security organizational structure:

(1) Definition:
Information (tangible or intangible) is an asset of the company, including information assets, physical
assets, software assets, service assets, documents, personnel, etc. Security involves the use of proactive or
reactive measures to protect or maintain an environment so that its operations are not disrupted. Therefore,
information security entails the use of a set of appropriate control measures, including policies, practices,
procedures, organizational structures, and software features, to mitigate risks arising from human error,
intentional actions, or natural disasters, ensuring that the company's assets are adequately protected.

(2)Purpose:
To ensure the confidentiality (information is only accessible to authorized individuals), integrity (ensure the
accuracy and completeness of information and its processing methods), and availability (ensure authorized
users can access information and utilize relevant information when needed) of information. To protect
company information assets from unauthorized use, disclosure, alteration, destruction, etc., ensuring the
security of information collection, processing, transmission, storage, and circulation.

(3) Scope: Covering relevant areas of computer technology and personnel management.
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A. Participants: Including company employees, contracting personnel, and outsourcing supplier personnel

who use company information resources.

B. Application Systems

a. ERP software suites

b. Application software and software required for research and development.

c. Email systems

d. Various systems such as APS, B2B, MES, WMS, HR, CRM, BI, PDM systems, and various systems
required for research and development

e. Internet applications

C. Hardware Equipment: Various servers, personal computers, laptops, USB drives, etc.

D. Networks and their facilities and management software: LANs in company headquarters, factories, and
branch offices, wireless APs, as well as network facilities and management software related to connecting
offices, internet lines, and data.

(4) Content:

A. Establish an Information Security Committee to be responsible for promoting the company’s information
security work.

B. Relevant personnel should sign confidentiality documents when hired and resigning, and their information
assets should be returned when there is a change or resignation. Both new and current colleagues must
participate in information security education and training to enhance their awareness of information
security protection.

C. Establish a custody system for information assets and effectively allocate, utilize, and manage the
company's information resources.

D. Consider the damage prevention and anti-theft design of buildings, and strengthen controls on important
facilities and special places.

E. Improve computer network defense technology in a timely manner to prevent external intrusions and
destruction.

F. Evaluate the security level of information assets and grant appropriate access rights only to relevant
personnel.

G. A control system should be established for new additions or changes to various computer systems and be
fully recorded for reference.

H. Establish an emergency response mechanism for information security incidents and a post-disaster
reconstruction plan, and conduct repeated drills and tests.

I. Establish an information security audit system to conduct regular and random audits on the security of
various computer systems in the company's computer main room, factories, and branches, and it is strictly
prohibited to delete or modify various audit record files.

J. Comply with the company’s operating specifications and related information regulations.

K. Prevent the leakage of important company confidential documents.

4. Specific management plans and resources invested in information security management:

(1) Information security management mechanism:
A. System Standards: Develop the company's information security management system and standardize
personnel's work behavior.
B. Technology application:

a. Build information security management equipment and implement information security management

measures.

b. Build various information security protection systems to enhance the security of the overall information

environment.

c.To ensure that the operating behavior of internal personnel complies with the company's system regulations,
information security system tools are also introduced to implement personnel information security
management measures.

C. Personnel training:

a. Conduct information security education and training to enhance the information security awareness of

internal colleagues.

b. Regularly implement practical information security education and training courses for internal staff every
year, and establish several online learning (E-Learning) information security courses to enhance
information security knowledge and professional skills of internal staff.

D. Policy review: Promote continuous improvement of information security to ensure sustainable business
operations.
5. Specific measures for information security management:
Management measures for personnel accounts,

Authority 2 . Internal personnel account permission
management authority management, and system operation management and review

behaviors
Access Control measures for personnel access to | Internal/external access control measures
control internal and external systems and data [ Control measures for data leakage]
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transmission channels pipelines

Operational behavior track record
analysis

External Potential weaknesses of internal systems, g&s%c3I££litza‘;ﬁggfgﬁﬁ?{,gﬁig&?

threats poisoning pipelines and protective measures and Mr; licious Program Detection

Weakness Scanning, checking, and patching measures for Regular drills

analysis PC and server system vulnerabilities g

Sr?cililzerin Enhanced security measures for personnel Reeular drills

dri%l g accessing external email messages g

Education Regularly promote information security Reeular drills

Training concepts to fellow users &

6. Information security management plan
Adopt the PDCA (Plan-Do-Check-Act) cycle process management model to ensure the achievement of
reliability goals and continuous improvement.

Plan Information security management: formulating company information
policies and security operating procedures

Do Promote implementation: information security promotion, personnel
education and training, and introduction of information security measures

Check Risk Assessment: Information Asset Risk Assessment

Act Risk improvement: improve internal operating procedures and introduce
external resources

(VID)List the losses, possible impacts and response measures suffered due to major information security incidents in
the most recent year and up to the date of publication of the annual report. If it cannot be reasonably estimated,
the fact that it cannot be reasonably estimated should be stated:

Major information security incidents:

A network information security incident occurred in our company in February 2023. The Company
reported the information security incident in accordance with the Information Security Incident Reporting
Procedures (please refer to the figure below), and released a major information statement on the Public
Information Observation Station on February 13.

Response measures: To strengthen information security defense, our company's information team
immediately cooperated with a leading external information security consulting company to jointly
respond to this information security incident, and comprehensively strengthened related defense
mechanisms and recovery operations. It also notified the government inspection and investigation units.
We continue to maintain close contact to this day.

Estimated possible losses or impacts: The current assessment has no significant impact on the company's
operations.

Improvement situation and future countermeasures: The company strengthened information security
defense as soon as possible and conducted a comprehensive forensic analysis. All affected system services
have resumed operation. We simultaneously review and strengthen existing information security policies,
system architecture security, and employee information security implementation, and comprehensively
upgrade network security levels to protect data security and integrity.

‘Information Security Incident Reporting Procedures:
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VII. Important Contracts
(I) Important contracts:
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Amount: NTD 53,214,000.

Commencement _—
NaZl;:‘l(;r(;fctthe Parties and end date of the Main contents Rii::::lsve
contract
Phihong Technology Co., Ltd.
ZEROVA Technologies
Zerova Technologies SG Pte. Ltd. To repay company loans, financial
Taishin International Commercial liabilities, and enhance mid-term
Bank Corporation Effective date: operational liquidity, the company
Financing Purpose |Taipei Fubon Commercial Bank June 28. 2023 is seeking a loan from a None
Co., Ltd. ’ consortium of banks.
EnTie Commercial Bank, Ltd.
First Commercial Bank, Ltd. Amount: NTD 3,000,000,000
Chang Hwa Commercial Bank,
Ltd.
Financial and Effective date: Loans to supplement working
Accounting Zerova Technologies USA LLC A q(lz 2\16 282e3' capital and purchase raw materials| None
Purposes prit =4, Amount: USDS5,000,000
Financial and . . . |Loans to supplement working
Accounting Ic)}élhf%%TCChmIOgy Japan ?fﬁzcgv; Ogagte. capital and purchase raw materials| None
Purposes " > Amount: JPY 300,000,000
Information Systex Software &  Service|Effective date: lgdlfmmft Standard Edition
Purbose Corporation April 1. 2023 oftware License Subscription None
p p pril 1,

1.Intellectual Property Management Plan:
To strengthen our industry leadership position and safeguard the fruits of our R&D efforts in advanced

(IDIntellectual Property Management Plan and Implementation Status:
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technology, our Company has formulated an intellectual property strategy that integrates with our operational
objectives and R&D resources. This strategy aims to establish a framework for creating company value through
intellectual property rights. By leveraging intellectual property rights, we not only protect our operational
freedom and assess operational risks, but also enhance our competitive advantage. Moreover, it can be utilized
to support profit generation for the enterprise.
(1) Patent Protection Measures:
Our Company's intellectual property management strategy primarily includes the deployment strategy of
patent technology landscape, the planned expansion of systematic and international patent application
landscape, as well as the review and compilation of patent landscape files. Through the implementation of
review mechanisms, incentive systems, advocacy education, and talent training, we aim to protect the
company's R&D achievements and technological leadership position.
Our Company aims to build a solid intellectual property portfolio:

* Internally: The Company designs diverse mechanisms to encourage innovation, continually motivating
employees to submit invention applications. Simultaneously, we establish a systematic patent
intellectual property management system and evaluation process, balancing the quantity and quality of
employee patent applications.

*  Externally: We maintain close contact and technical exchanges with patent technical personnel and
regulatory authorities in both local and major overseas markets. This collaboration assists patent
examiners in gaining a better understanding of our company's technical content, thereby enhancing
examination efficiency and obtaining high-quality patent protection.

(2)Trademark and Copyright Protection Measures:
Trademarks serve as recognition of products or services and represent customers' trust and identification of
the quality of products developed, manufactured, and produced. To safeguard the global sales of our products
and understand the opportunities and trends in products or services in major domestic and international
markets, our company strategically plans trademark registrations in global sales markets. Simultaneously,
to fulfill our responsibility to protect the continuous trust of global customers in our company's products and
services, we have established comprehensive trademark registrations. These registrations enable us to
withstand situations where competitors may infringe on our trademarks through imitation, theft, or attaching
to our reputation, thereby continuously enhancing our competitiveness.
Our Company implements copyright management to protect the software programs developed and written
by our company or software obtained through licensing from other companies. In the face of globalization
and competition in the digital and technological era, or to protect employee-created output transformed into
operational management data for the company, safeguarding our core competitiveness relies on the
management and maintenance of copyrights.

(3) Protection of Trade Secrets
Trade secrets are crucial for maintaining our company's technological edge, manufacturing excellence, and
customer trust, among other competitive advantages. They are not solely focused on protecting specific
intellectual assets. To comprehensively and effectively manage trade secret innovations, our company has
established a trade secret management mechanism to record and integrate the use of trade secrets that confer
competitive advantages to the company. This is aimed at minimizing potential losses to shareholder interests
resulting from claims and litigation related to intellectual property rights. These measures include
strategically acquiring necessary authorizations, promptly obtaining defensive and/or aggressive intellectual
property protection for the company's technology and business, and actively defending against frivolous
patent litigation.
Regarding the management of trade secrets concerning employees, the provisions in the employee code of
conduct and employment contracts are as follows:

* Employees have an obligation to maintain the confidentiality of personal and company business
matters.

*  Employees are prohibited from disclosing any business secrets after leaving their positions. Any breach
may result in dismissal, and the company reserves the right to pursue legal action and seek
compensation for damages.

*  Employees hired by our company are also prohibited from disclosing or using trade secrets belonging
to their former employers.

In recent years, our company has been actively expanding overseas and accelerating market penetration
globally. To prudently plan our overseas deployment strategy and business development, important
execution items such as overseas intellectual property layout analysis, compliance with intellectual
property laws and regulations, establishment of systems, and integration of intellectual property
management systems are regularly reviewed through relevant company meetings to monitor progress and
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effectively address potential operational risks.
2. Execution Status
Currently, the inventory and achievements of intellectual property rights are as follows:
(1) Patents:

*  Our Company has accumulated a total of 350 patent applications worldwide as of the end of 2023, with
over 188 patents granted globally. In 2023 alone, we obtained 9 foreign patents and 2 Taiwanese patents.

+ ZEROVA Technologies has accumulated over 38 patents granted globally as of the end of 2023, with
27 foreign patents granted and 11 Taiwanese patents.

(2)Trademarks:

* As of the end of 2023, our company has accumulated a total of 100 trademark applications worldwide,
with 94 trademarks granted globally. Among them, 74 are foreign trademarks, and 20 are Taiwanese
trademarks, serving as a strong support for sales and global market deployment.

+ ZEROVA Technologies has accumulated a total of 51 trademark applications worldwide as of the end
of 2023, with 20 trademarks granted globally. Among them, 17 are foreign trademarks, and 3 are
Taiwanese trademarks, serving as a strong support for sales and global market deployment.
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SIX. Financial Overview

I. Simplified Balance Sheet and Comprehensive Income Statement for the Last Five Years
(I) Simplified Balance Sheet and Comprehensive Income Statement

1. Simplified Balance Sheet - International Financial Reporting Standards (Consolidated)
Unit: NTD 1000

Year Financial Data for the Last Five Fiscal Years Financial Data
Item as of March
2019 2020 2021 2022 2023 |31 Year2024
Current assets 5994332 | 6,997,934 | 9,679.343 | 9,837,700 | 10,784,626 9,997,366
E“’p.e“y’ Plant  and 2,853,417 | 2,590,539 | 3,262,587 | 3,986,175 | 3,823,140 3,918,622
quipment
Intangible assets 33,216 27,679 30,540 41,098 46,835 60,318
Other assets 651,211 746,519 640,190 724,504 923,945 949,813
Total assets 9,532,176 | 10,362,671 | 13,612,660 | 14,589,477 | 15,578,546 14,926,119
Before 3,125,121 | 5,138,664 | 6,133,290 | 6,186,134 | 5,191,949 4,190,555
Current allocation
liabilities JAfter 3 155 101 | 5138664 | 6133290 | 6,186,134 | 5,191,949 4,190,555
allocation
Non-current liabilities 1,492,754 479,126 1,642,012 | 2,187,926 986,361 991,554
Before 4617,875 | 5,617,790 | 7,775,302 | 8,374,060 | 6,178,310
. 5,182,109
Total allocation
liabilities  |After 4617,875 | 5,617,790 | 7,775,302 | 8,374,060 | 6,178,310
. 5,182,109
allocation
Equity attributable to
owners of the parent 4923.673 | 4,753,790 | 5,846,029 | 6,225,070 | 9,409,919 9,754,098
company
Share capital 3,376,884 | 3,376,884 | 3,752,084 | 3,752,084 | 4,312,084 4312,084
Capital reserve 1,044,017 1,044,017 2,179,372 2,179,372 4,579,383 4,579,383
Before 998,519 843,775 526,851 618,124 885,970
. . 953,107
Retained allocation
earnings After 998,519 843,775 526,851 618,124 885,970
. 953,107
allocation
Other rights and interests | (495,747) (510,886) (612,278) (324,510) (367,518) (90,476)
Treasury stocks - - - - - -
Non-controlling interest (9,372) (8,909) (8,671) (9,653) (9,683) (10,088)
Before 4,914,301 4,744,881 5,837,358 | 6,215,417 | 9,400,236
. 9,744,010
Total equit allocation
AU TA frer 4,914,301 4,744,881 5,837,358 | 6,215,417 | 9,400,236
. 9,744,010
allocation

Note 1: The financial data for the fiscal years 2019 to 2023 has been audited and certified by certified public accountants.

Note 2: The dividends per share for each fiscal year are distributed in the following year. For the fiscal year 2023, after
deducting taxes and allocating statutory and special surplus reserves according to the company's articles of
association and relevant regulations, it is proposed not to distribute dividends.

Note 3: Treasury Stock: There are no such instances.

Note 4: The figures labeled as "after distribution" are filled based on resolutions made by the Board of Directors or the
shareholders' meeting of the subsequent year.
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2. Simplified Balance Sheet - International Financial Reporting Standards (Individual)
Unit: NTD1000

Year Financial Data for the Last Five Fiscal Years
Item 2019 2020 2021 2022 2023
Current assets 2,357,532 2,980,082 5,059,353 4,750,137 3,550,789
Property, Plant and 731,883 671,666 912,712 670,682 533,385
Equipment
Intangible assets 17,691 12,361 18,641 26,895 28,747
Other assets 4,882,675 5,082,695 5,596,897 6,846,353 8,612,311
Total assets 7,989,781 8,746,804 11,587,603 12,294,067 12,725,232
Before 1,441,330 3,280,081 3,738,742 3,617,241 1,995,869
Current |allocation
liabilities |After 1,441,330 3,280,081 3,738.742 3.617.241 1,995,869
allocation
Non-current liabilities 1,624,778 712,933 2,002,832 2,451,756 1,319,444
Total ~Before 3,066,108 3,993,014 5,741,574 6,068,997 3,315,313
liabilities [allocation
After 3,066,108 3,993,014 5,741,574 6,068,997 3,315,313
allocation
Equity attributable to
owners of the parent 4,923,673 4,753,790 5,846,029 6,225,070 9,409,919
company
Share capital 3,376,884 3,376,884 3,752,084 3,752,084 4312,084
Capital reserve 1,044,017 1,044,017 2,179,372 2,179,372 4,579,383
. Before 998,519 843,775 526,851 618,124 885,970
Retained |allocation
camings |After 998,519 843,775 526,851 618,124 885,970
allocation
Other rights and interests (495,747) (510,886) (612,278) (324,510) (367,518)
Treasury stocks - - - - -
Non-controlling interest - - - - -
Total |Before 4,923,673 4,753,790 5,846,029 6,225,070 9,409,919
equity |allocation
After 4,923,673 4,753,790 5,846,029 6,225,070 9,409,919
allocation

Note 1: The financial data for the fiscal years 2019 to 2023 has been audited and certified by certified public accountants.
Note 2: Dividends per share for each fiscal year are distributed in the following year. For the fiscal year 2023, after deducting
taxes and allocating statutory and special surplus reserves according to the company's articles of association and

relevant regulations, it is proposed not to distribute dividends.

Note 3: Treasury Stock: There are no such instances.
Note 4: The figures labeled as "after distribution" are filled based on resolutions made by the Board of Directors or the
shareholders' meeting of the subsequent year.
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3. Simplified Consolidated Statement of Comprehensive Income - International Financial Reporting Standards

Unit: Except for earnings per share in New Taiwan Dollars,
all amounts are in thousands of New Taiwan Dollar

Year Financial Data for the Last Five Fiscal Years (Note) Financial Data
Item as of March 31,
2019 2020 2021 2022 2023
Year 2024
Revenue 10,694,604 9243618 12,284,041 14,017,575 12,332,397 2342299
Gross Profit 1,525,648 1,177,196 1,473,302 2,141,638 3,212,756 713,529
Operating Income (Loss) (78,450) (372,631) (339,324) 13,657 354,743 875
E}fg;fs’:sm“ng Income and 36311 219,189 41374 174,483 109,663 110,517
Profit (Loss) Before Tax (42,139) (153,442) (297,950) 188,140 464,406 111,392
Continuing Operations
(Net Profit (Loss) for the (38,157) (154,613) (312,618) 71,306 262,514 67,137
Period
Bt Profit (Loss) for the (38,157) (154,613) (312,618) 71,306 262,514 67,137
Other Comprehensive Income
for the Period (Net of Tax) (138,644) (14,807) (105,460) 306,753 (37,706) 276,637
Total Comprehensive Income
for the Period (176,801) (169,420) (418,078) 378,059 224,808 343,774
Net Profit (Loss) Attributable
to Owners of the Parent (38,136) (154,594) (312,600) 71,327 262,551 67,137
Company
Net Loss Attributable to Non-
Controlling Interests 21 (19) (18) @ (37) }
Total Comprehensive Income
Attributable to Owners of the (177,020) (169,883) (418,316) 379,041 224,838 344,179
Parent Company
Total Comprehensive Income
Attributable to Non- 219 463 238 (982) (30) (405)
Controlling Interests
Earnings (Loss) Per Share (0.11) (0.46) (0.92) 0.19 0.68 0.16

Note: The financial data for the fiscal years 2019 to 2023 has been audited and certified by certified public accountants.

4. Note: The financial data for the fiscal years 2019 to 2023 has been audited and certified by certified public accountants.
Unit: Except for earnings per share in New Taiwan Dollars,
all amounts are in thousands of New Taiwan Dollars

Year Financial Data for the Last Five Fiscal Years (Note)

Item 2019 2020 2021 2022 2023
Operating Revenue 7,032,682 6,805,700 9,450,799 11,202,956 6,098,143
Gross Profit 823,953 742,527 962,405 1,357,688 582,080
Operating Profit (Loss) (56,638) (130,750) (95,935) 332,537 (285,138)
Non-operating Income and Expenses 11,966 (54918 ) (222,945) (197,913) 537,719
Profit (Loss) Before Tax (44,672) (185,668) (318,880) 134,624 252,581
Net Profit (Loss) from Continuing Operations (38.136) (154.594) (312.600) 71327 262,551
for the Period
Net Profit (Loss) for the Period (38,136) (154,594) (312,600) 71,327 262,551
Other Comprehensive Income for the Period
(Net of Tax) (138,884) (15,289 ) (105,716) 307,714 (37,713)
Total Comprehensive Income for the Period (177,020) (169,883) (418,316) 379,041 224,838

Net Profit Attributable to Owners of the
Parent Company

Net Loss Attributable to Non-Controlling
Interests

Total Comprehensive Income Attributable to
Owners of the Parent Company

Total Comprehensive Income Attributable to

Non-Controlling Interests
Earnings (Loss) Per Share (0.11) (0.46) (0.92) 0.19 0.68

Note: The financial data for the fiscal years 2019 to 2023 has been audited and certified by certified public accountants.
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(VIII) Name of the Certified Public Accountant and Audit Opinions for the Last Five Fiscal Years

Item Name of the
Year of Name of the Accounting Firm | Certified Public Audit Opinion
Certification Accountant
Deloitte Touche Tohmatsu Wu, Ke-Chang, . .
2019 Limited Huang, Yi-Min Unqualified opinion
Deloitte Touche Tohmatsu Huang, Yi-Min, Wu, Unqualified opinion
2020 .
Limited Ke-Chang
2001 Deloitte Touche Tohmatsu Wu, Ke-Chang, Unqualified opinion
Limited Hong, Kuo-Tien
Deloitte Touche Tohmatsu Wu, Ke-Chang, Ungqualified opinion
2022 . .
Limited Hong, Kuo-Tien
2023 Deloitte Touche Tohmatsu Chang, Chih-1,, Ungqualified opinion

Limited

Hong, Kuo-Tien
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I1. Financial Analysis for the Last Five Fiscal Years

1 . Financial Analysis - International Financial Reporting Standards (Consolidated)

Unit: Times; %

Financial Analysis for the Last Five Fiscal Years (Note)

Year Financial Data
Analytic Item 2019 2020 2021 2022 2023 as of March 31,
Year 2024
. . Debt-to-Asset Ratio 48.45 54.21 57.12 57.40 39.66 34.72
Financial Lone-Term Funds to Propert
Structure (%) [-O78HEM TURCS 1O TIOPEIYLL 554 54 | 201.66 229.25 210.81 271.68 273.96
Plant, and Equipment Ratio
Debt Current Ratio 191.81 136.18 157.82 159.03 207.72 238.57
Repayment  |Quick Ratio 147.81 96.05 104.41 104.78 154.94 182.14
Ability (%)  |Interest Coverage Ratio (0.82) (5.81) (6.39) 3.41 4.56 8.45
Accounts Recelvable Tumover| 5 3 4.55 5.75 5.69 5.61 5.54
(Times)
Average Collection Period 73 30 63 64 65 66
(Days)
Inventory Turnover (Times)| 5.29 4.78 4.14 3.65 3.09 2.70
Accounts Payable Turnover
Operating  |(Times) 3.44 3.09 3.49 3.95 3.89 3.36
Capability  |Average Payment Period 69 76 88 100 118 135
(Days)
Property, Plant, and
Equipment Turnover 3.76 3.40 4.20 3.87 3.16 2.42
(Times)
Total Asset Turnover 1.07 0.93 1.02 0.99 0.82 0.61
(Times)
Return on Assets (%) (0.20) (1.37) (2.34) 0.95 2.43 2.07
Return on Equity (%) (0.76) (3.20) (5.91) 1.18 3.36 2.81
Profit Before Tax to Paid-up
Profitability |Capital Ratio (%) (1.25) (4.54) (7.94) 5.01 10.77 10.33
Net Profit Margin (%) (0.36) (1.67) (2.54) 0.51 2.13 2.87
Earnings (Loss) Per Share
(NTD) (0.11) (0.46) (0.92) 0.19 0.68 0.16
Cash Flow Ratio (%) 16.36 3.58 (15.42) (4.83) 42.87 (4.33)
Cash Flow Adequacy Ratio
CashFlow  |(%) 8.21 27.90 (11.44) (13.32) 31.35 19.97
?/aih Reinvestment Ratio | 5 53 2.27 (9.08) 2.61) 16.64 (131)
0
Leverage Operating Leverage Ratio (26.28) (4.67) (6.04) 191.46 9.06 807.77
Ratio Financial Leverage Ratio| 0.77 0.94 0.89 (0.21) 1.58 (0.06)

Explanation of Changes in Financial Ratios for the Last Two Fiscal Years (If the changes in ratios are less than 20%, no analysis is required):
(1) The decrease in the debt-to-asset ratio and the increase in the long-term funds to property, plant, and equipment ratio were due to the early
repayment of loans under the syndicated loan agreement in the current period.

(2) The increase in the current ratio and quick ratio was caused by the repayment of short-term loans in the current period.

(3) The increase in the interest coverage ratio, return on assets, return on equity, profit before tax to paid-up capital ratio, net profit margin, and
earnings per share was due to the higher net profit in the current period compared to the previous period.

(4) The increase in the cash flow ratio, cash flow adequacy ratio, and cash reinvestment ratio was a result of the higher net cash flow from
operating activities in the current period compared to the previous period.

(5) The decrease in the operating leverage ratio was due to the higher operating profit in the current period compared to the previous period.

(6) The increase in the financial leverage ratio was caused by the higher interest expenses in the current period compared to the previous period.

Note: The financial data for the fiscal years 2019 to 2023 has been audited and certified by certified public accountants.
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2. Financial Analysis - International Financial Reporting Standards (Individual)

Unit: Times; %

Year Financial Analysis for the Last Five Fiscal Years (Note)

Analytic Item 2019 2020 2021 2022 2023
Financial ~ |Debt-to-Asset Ratio 38.38 45.65 49.55 49.37 26.05
Stucture: | Long-Term Funds to Property, 894.74 813.90 859.95 1,293.73 2,011.56
(%) Plant, and Equipment Ratio
Debt Current Ratio 163.57 90.85 135.32 131.32 17791
Repayment |Quick Ratio 160.23 88.71 131.45 130.40 175.63
Ability (%) |Interest Coverage Ratio (1.00) (7.65) (8.08) 3.34 4.18

Accounts Receivable Turnover 8.16 7.46 7.10 7.48 5.57
(Times)
Average Collection Period 45 49 51 49 66
(Days)
Inventory Turnover (Times) 86.18 132.84 102.81 155.86 399.10
Accounts Payable Turnover 533.06 491.21 348.48 234.13 165.82
Operating  [(Times)
Capability [Average Payment Period 4 3 4 2 1
(Days)
Property, Plant, and
Equipment Turnover 9.57 9.70 11.93 14.15 10.13
(Times)
Total Asset Turnover 0.85 0.81 0.93 0.94 0.49
(Times)
Return on Assets (%) (0.25) (1.64) (2.80) 0.98 2.61
Return on Equity (%) (0.76) (3.19) (5.90) 1.18 3.36
Profit Before Tax to Paid-up
Profitability |Capital Ratio (%) (1.32) (5.50) (8.50) 3.59 5.86
Net Profit Margin (%) (0.54) (2.27) (3.31) 0.64 4.31
Earnings (Loss) Per Share
(NTD) (0.11) (0.46) (0.92) 0.19 0.68
Cash Flow Ratio (%) (5.96) 2.32 (12.85) 12.62 59.24
Cash Flow Adequacy Ratio
CashFlow |(%) 60.27 144.16 0.70 18.94 136.55
(Cjih Remvestment Ratio (1.20) 1.25 (5.64) 5.02 10.66
Leverage |Operating Leverage Ratio (8.33) (3.30) (4.64) 2.59 (0.97)
Ratio Financial Leverage Ratio 0.72 0.86 0.73 1.21 0.78

Explanation for the Changes in Financial Ratios in the Last Two Fiscal Years (if changes are less than 20%, no

analysis is required):

1. The decrease in the debt-to-assets ratio and the increase in the long-term funds to property, plant, and
equipment ratio are due to early repayment of loans in this period.

2. The increase in the current ratio and quick ratio is attributed to the repayment of short-term loans in this
period.

3. The increase in interest coverage ratio, return on assets, return on equity, ratio of pre-tax profit to subscribed
capital, profit margin, and earnings per share is due to the higher net profit in this period compared to the
previous period.

4. The decrease in accounts receivable turnover ratio, property, plant, and equipment turnover ratio, and total
asset turnover ratio, along with the increase in average collection days, is due to the decrease in net sales in
this period compared to the previous period.

5. The increase in inventory turnover ratio and decrease in average days of inventory are attributed to the
decrease in average inventory in this period compared to the previous period.

6. The decrease in accounts payable turnover ratio is due to the increase in average accounts payable balance in
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10.

this period compared to the previous period.

The increase in cash ratio and cash reinvestment ratio is due to the increase in net cash flow from operating
activities in this period compared to the previous period.

The increase in cash adequacy ratio is attributed to the increase in net cash flow from operating activities over
the last five years.

The decrease in operating leverage is due to the decrease in operating income in this period compared to the
previous period.

The decrease in financial leverage is attributed to the decrease in operating profit and increase in interest
expenses in this period compared to the previous period.

Note 1: Financial data for the years 2019 to 2023 has been audited and certified by the accountant.
Note 2: At the end of the annual report, the following calculation formulas should be presented:

1. Financial Structure

(1) Debt to Asset Ratio = Total Liabilities / Total Assets.

(2) Long-Term Funds to Property, Plant, and Equipment Ratio = (Total Equity + Non-current
Liabilities) / Net Property, Plant, and Equipment.

2. Debt Serving Ability

(1) Current Ratio = Current Assets / Current Liabilities.

(2) Quick Ratio = (Current Assets - Inventory - Prepaid Expenses) / Current Liabilities.

(3) Interest Coverage Ratio = Earnings before Interest and Taxes (EBIT) / Interest Expense.

3. Operating Capability

(1) Accounts Receivable Turnover Ratio = Net Sales / Average Accounts Receivable.

(2) Average Collection Period = 365 / Accounts Receivable Turnover Ratio.

(3) Inventory Turnover Ratio = Cost of Goods Sold / Average Inventory.

(4) Accounts Payable Turnover Ratio = Cost of Goods Sold / Average Accounts Payable.

(5) Average Sales Period = 365 / Inventory Turnover Ratio.

(6) Property, Plant, and Equipment Turnover Ratio = Net Sales / Average Net Property, Plant, and
Equipment.

(7) Total Asset Turnover Ratio = Net Sales / Average Total Assets.

4. Profitability

(1) Return on Assets (ROA) = (Net Income + Interest Expense x (1 - Tax Rate)) / Average Total
Assets.

(2) Return on Equity (ROE) = Net Income / Average Total Equity.

(3) Net Profit Margin = Net Income / Net Sales.

(4) Earnings Per Share (EPS) = (Net Income attributable to common shareholders - Preferred
dividends) / Weighted Average Number of Common Shares Outstanding. (Note 3)

5. Cash Flow

(1) Cash Flow Ratio = Operating Cash Flow / Current Liabilities.

(2) Net Cash Flow Adequacy Ratio = Operating Cash Flow over the Last Five Years / (Capital
Expenditures + Increase in Inventory + Cash Dividends over the Last Five Years).

(3) Cash Reinvestment Ratio = (Operating Cash Flow - Cash Dividends) / (Gross Property, Plant,
and Equipment + Long-term Investments + Other Non-current Assets + Working Capital). (Note
4)

6, Leverage:

(1) Operating Leverage = (Net Sales Revenue - Variable Operating Costs and Expenses) / Operating
Income. (Note 5)

(2) Financial Leverage = Operating Income / (Operating Income - Interest Expense).

Note 3: When calculating earnings per share (EPS), the following considerations should be taken into account:
1. Use the weighted average number of common shares outstanding, not the year-end issued shares.
2. For shares issued through rights offerings or treasury stock transactions, consider their duration

of circulation when calculating the weighted average shares.
3. For earnings converted into capital increases or capital surplus, adjust the EPS of past fiscal years
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and interim periods retrospectively according to the increase ratio, without considering the
issuance period of the increase.

If preferred shares are non-convertible cumulative preferred shares, their dividends for the year
(regardless of whether paid) should be deducted from or added to post-tax net income. For non-
cumulative preferred shares, deduct preferred dividends from post-tax net income if there is profit;
if there is a loss, no adjustment is needed.

Note 4: When analyzing cash flow, the following considerations should be taken into account:

1.
2.
3.

4.
5.

Operating cash flow refers to the net cash flow from operating activities in the cash flow statement.
Capital expenditure refers to the annual cash outflow for capital investments.

Inventory increase is only included when the year-end balance is greater than the beginning
balance. If inventory decreases at year-end, it is calculated as zero.

Cash dividends include dividends for both common and preferred shares.

Gross fixed assets refer to the total amount of fixed assets before accumulated depreciation.

Note 5: The issuer should classify all operating costs and expenses as fixed or variable according to their
nature. If there are estimates or subjective judgments involved, their reasonableness should be
considered, and consistency should be maintained.

Note 6: If the company's shares are non-par value or have a per share value other than NT$10, the

calculation of the ratio of pre-tax net profit to paid-in capital shall be based on the equity
attributable to the owners of the parent company in the balance sheet.
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I11. Audit Committee Review Report

Phihong Technology Co., Ltd.
Audit Committee Review Report

The Board of Directors has prepared the Company's operating report for the year
2023, the individual and consolidated financial statements for the year 2023, and the
distribution of earnings. The individual and consolidated financial statements for the
year 2023 have been audited and completed by Deloitte Touche Tohmatsu Limited.
After review by the Audit Committee, it is confirmed that there are no
discrepancies. Therefore, in accordance with the relevant provisions of the
Securities and Exchange Act and the Company Act, we hereby report as above for
your reference.

Yours sincerely,

PHIHONG Technology Co., Ltd. Regular Shareholders Meeting in 113 of the
Republic of China

Audit Committee Convener: Hong, Yu-Yuan

March 7, 113 of the Republic of China
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IV. Standalone Financial Report for 2023

Please refer to pages 181~274 of this annual report.

V. Consolidated Financial Report for 2023

Please refer to pages 275-347 of this annual report.

VL. If the Company and its affiliated enterprises have financial difficulties in the most
recent year and as of the date of publication of the annual report, their impact on the
company's financial status should be listed.

There was no such situation in the most recent year and as of the publication date of the annual
report.
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Seven. Financial Condition and Performance Review

and Risk Factors
| Financial Condition
Unit: NTD1000, %
Year 2022 2023 Variation
Item Amount %
Current Assets 9,837,700 10,784,626 946,926 9.63
Fixed Assets 3,986,175 3,823,140 (163,035) (4.09)
Intangible Assets 41,098 46,835 5,737 13.96
Other Assets 724,504 923,945 199,441 27.53
Total Assets 14,589,477 15,578,546 989,069 6.78
Current Liabilities 6,186,134 5,191,949 (994,185) (16.07)
Non-current Liabilities 2,187,926 986,361 (1,201,565) (54.92)
Long-term Liabilities 2,032,271 870,059 (1,162,212) (57.19)
Total Liabilities 8,374,060 6,178,310 (2,195,750) (26.22)
Share Capital (including Paid- 3.752 034 4,312,084 560,000 14.93
in Capital) T
Capital Surplus 2,179,372 4,579,383 2,400,011 110.12
Retained Earnings 91,273 267,846 176,573 193.46
Other Equity (324,510) (367,518) (43,008) (13.25)
Total Shareholders' Equity 6,215,417 9,400,236 3,184,819 51.24

The main reasons for the significant changes in the company's assets, liabilities and shareholders' equity in
the past two years (changes in the previous and subsequent periods of more than 20%, and the amount of
changes amounted to NT$10 million) and their impact and future response plans.
1. Other assets: Mainly due to the increase in investment real estate in the current period.

2. Non-current liabilities, long-term liabilities and total liabilities: due to the repayment of long-term and
short-term borrowings in the current period.

3. Capital reserve: due to the cash capital increase in this period, the share capital and share premium

increased.

4. Undistributed earnings: due to the net profit generated from operations in the current period.

5. Total shareholders' equity: due to the cash capital increase in the current period, the share capital and

share premium increased.

6. Future response plan: Not applicable.

I1. Financial Performance Comparison Analysis Table

Financial Performance Comparison Analysis Table
Unit: NTD1000, %

Increase
ear Change
2022 2023 (Decrease) Changes % R
Iten analysis
Amount
Net operating income 14,017,575 12,332,397 (1,685,178) (12.02)
Operating cost 11,875,937 9,119,641 (2,756,296) (23.21) 1)
Operating profit 2,141,638 3,212,756 1,071,118 50.01 2)
Operating expenses 2,127,981 2,858,013 730,032 34.31 3)
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Increase
ear Change
2022 2023 (Decrease) Changes % R
Iten Amount analysis
net operating profit 13,657 354,743 341,086 2,497.52 2)
Non-operating income and 174,483 109,663 (64,820) (37.15) (@)
expenses
Net profit before tax 188,140 464,406 276,266 146.84 2)
Income tax expense (116,834) (201,892) (85,058) 72.80 (5)
Net profit for the current period of 71.306 262.514 191.208 268.15 5
continuing operations ’ ’ ’ @
Net profit for this period 71,306 262,514 191,208 268.15 2)
Other comprehensive gains and 306.753 37.706 344.459 112.29
losses for the period (net after tax) ’ (37,706) (344.459) (112.29) (6)
Total comprehensive profit and
loss for the period 378,059 224,808 (153,251) (40.54) (6)
Net profit belongs to the owners of 71.327 262.551 191.224 268.09 )
the parent company ’ ’ ’ (2)
Net loss attributable to non-
controlling interests (21) (37) (16) 7619 ™
The total comprehensive profit and 224,838 (154,203) (40.68)
loss belongs to the owners of the 379,041 ’ ’ (6)
parent company
Total comprehensive profit and (30) 952 (96.95)
loss attributable to non-controlling (982) (8)
interests
Explanation:

1.Explanation of Changes in the Percentage Change Analysis for the Last Two Years: (Analysis is provided
only for changes exceeding 20%)

(1

2

3)
“4)

)
(6)

(7

(8)

The decrease in cost of goods sold compared to the previous period is due to a significant
reduction in production costs resulting from changes in the product structure proportion in this
period.

The increase in gross profit, operating profit, profit before tax, net profit for the period from
continuing operations, net profit for the period, and net profit attributable to equity holders of the
company compared to the previous period is attributed to the growth in the electric vehicle
charging post business in this period, leading to a substantial increase in orders and consequently
an increase in operating revenue and gross profit.

The increase in operating expenses compared to the previous period is due to the increase in
group employees compared to the previous period, leading to a rise in personnel expenses.

The decrease in non-operating income and expenses compared to the previous period is due to
an increase in exchange losses caused by exchange rate fluctuations and an increase in interest
expenses in this period.

The increase in income tax expense compared to the previous period is due to the increase in
profit before tax in this period.

The decrease in other comprehensive income for the period (net of tax), total comprehensive
income for the period, and total comprehensive income attributable to equity holders of the
company compared to the previous period is due to an increase in exchange losses on the financial
statements translation of overseas operating entities in this period compared to the previous
period.

The increase in net loss attributable to non-controlling interests compared to the previous period
is due to an increase in losses incurred by investee companies in this period compared to the
previous period.

The increase in total comprehensive income attributable to non-controlling interests compared to
the previous period is due to a decrease in exchange losses on the financial statements translation
of overseas operating entities, which are part of the non-controlling interests, in this period
compared to the previous period.

161



2. Explanation of Significant Changes in Revenue or Costs: There are no significant changes

3. Expected Sales Volume and Basis, Possible Impact on Company's Future Financial Operations, and
Response Plans:
Our Company sells products ranging from power supply components to complete charging post solutions,
with significant differences in selling prices. Therefore, it is not suitable to base the assessment solely on
sales volume. However, our company continually improves processes by introducing automation to
enhance production capacity and yield rates, in order to meet the demand of future sales orders.

II1. Cash Flow

1. Cash flow analysis
Unit: NTD,1000

Besinnin Net Cash Flow Total Cash Remedial Measures for

Year (gjash €1 from Operating Inflows Cash Surplus Cash Deficiency
Balance Activities for the | (Outflows) (Deficit) Investment | Financial
Year for the Year Plans Planning

112 2,990,883 2,225,917 2,860,922 5,851,805 - -

1. Analysis of Cash Flow Changes for the Current Year:
(1) Net Cash Inflow from Operating Activities: This is due to the collection of accounts receivable and other
receivables from related parties.
(2) Net Cash Outflow from Investing Activities: This is due to the purchase of property, plant, and equipment.
(3) Net Cash Inflow from Financing Activities: This is due to the cash raised from the issuance of new shares during
the current period.

2. Remedial Measures for Cash Shortages and Liquidity Analysis: Not applicable.

3. Cash Flow Liquidity Analysis for the Coming Year:

Unit: NTD, 1000

Annual Net Cash Remedial Measures for Cash
. Annual Cash Cash Surplus
Initial Cash Flow from Shortages
. Inflows (Shortage) . .
Balance Operating (Outflows) Amount Investment Financial
Activities Plans Planning
5,851,805 1,154,000 (644,306) 5,207,499 - -

1. Analysis of Future Cash Flow Changes for the Next Year:

(1) Net Cash Inflow from Operating Activities: Mainly attributed to increased pre-tax profit and destocking
efforts.

(2) Cash Outflows: Primarily due to capital expenditures such as building construction and equipment purchases,
as well as repayment of bank loans.

2. Remedial Measures for Expected Cash Shortages and Liquidity Analysis:

The company anticipates sufficient cash flow for the next year without any foreseeable shortages.
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IV. The impact of significant capital expenditures on financial operations in the latest
fiscal year.
Unit: NTD, 1000

Project Source of Funds D[gzeer?g;llzlg;gs Eonf d Financial Business Impact

The company built a factory in Tainan
to address issues such as inadequate
production assembly space, reliability|
Working capital testing areas, and floor load-bearing
Own funds 241,577 capacity at the Tainan Plant.
Additionally, this initiative helps attract
Taiwanese investments back to Taiwan
and enhances the competitiveness of]
business development.

Land and factory buildings in
Tainan.

The company invested in constructing a
new factory in Haiphong, Vietnam, not
only to expand the group's production
capacity but also to address tariff issues
arising from the US-China trade war,
thereby enhancing the competitiveness
of the group's products.

Subsidiary and its factory Working capital 905.402
buildings in Vietnam. Own funds ’

The company invested in constructing
Factory buildings in Phase III of |Working capital the third-phase factory in Tiesong,
Ti 297,410 X . .

iesong, Dongguan. Own funds Dongguan, to integrate its production
base in mainland China.

The company invested in constructing
Phase A of a factory in Chiba, Japan, to
integrate its production base in Japan.

Phase I factory buildings of the [Working capital 17.651
subsidiary in Japan. Own funds ’

V. The most recent annual reinvestment policy, the main reasons for its profits or
losses, improvement plans and investment plans for the next year
Unit: NTD, 1000

Recog}ntlon Policy on
. 0 investment . Improvement plan
Investment conversion | investment i Main reasons for for the coming
. conversion
gains or profit or loss year
losses in
2023
Keep track of the
. Attributed to the recognition |operational status of the
PHIHONG INTERNATIONAL Investment in Other . p
CORP. (33,889) Businesses of investment losses from invested companies at
affiliated companies. .
all times.
Sale of Power Attributed to the continuous
PHIHONG USA CORP. 35,336 expansion of business -
Supply Products .
operations.
_ ~ |Keep track of the
PHITEK INTERNATIONAL | o5 o Investment in Other Af“.“bmed to ﬂlle reccgnltion Joperational status of the
CO.,LTD. (83,567) Businesses of investment losses from inyested companies at
affiliated companies. all times.
Keep track of the
. Attributed to the recognition ional £ th
Investment in Other - operational status of the
ASCENT ALLIANCE LTD. (9,102) Businesses of investment losges from  |ipvested companies at
affiliated companies. all times.

163



Recognition

£ Policy on
. .0 investment . Improvement plan
Investment conversion | Investment | o = ..o Main reasons for for the coming
gains or profit or loss year
losses in
2023
Attributed to the Keep track of the
General recognition of operational status
Guang-Lai Investment Co., Ltd. (3,643) Investment investment losses of the invested
Activiti from affiliated companies at all
ctivities companies. times.
Keep track of the
_ G 1 Due to investment operational status
Hong Xuan Entrepreneurial (1,717) h eneia . losses of the invested
Investment Co., Ltd. :Vtes _?len : companies at all
cavites times.
PHIHONG TECHNOLOGY 2,263 Sale of Power Attributed to the continuous |
JAPAN CO., LTD. Components expansion of business.
PHIHONG VIETNAM CO., (41,356) gﬁg%?;glvl;eefnd Not reaching the economic |Continuously manage
LTD Supplies scale. operational costs.
Manufacture and .
ZEROVA Technology Co., Ltd. 345,109 Sale of Electrical Due to .the Cl‘ﬁgtm.“ ous -
Equipment expansion of business.
ZEROVA Technology Holdings 556,647 |Investment in Other |Due to the continuous )
Co., Ltd. Businesses expansion of business
Attributed to necessa Awaiting the
N-LIGHTEN (131) Geng ral Investment expenses generated bl;fy commen%:ement of the
TECHNOLOGIES, INC. Business . A
operations. liquidation process.
Operation of Hotels
with Attached . . Keep t.raCk of the
SPRING CITY RESORT CO., (1,248) Restaurants and Attributed to investment operational status of the
LTD. General Bathhouse losses. invested companies at all
Business Hmes.
Keep track of the
Grand Cathay Venture Capital (2,369) General Investment |Attributed to investment operational status of the
Co.,Ltd. Business losses. invested companies at all
times.
Zerova Technologies Europe 6,434 \P/r;:fiic(iing}]il recit;ic Due to the continuous )
B.V. Solutions gmng expansion of business.
Investment in Other
Zerova Technologies SG Pte. 574,151 }3; }5311161: eci:iecs and Sale Due to the continuous )
Ltd. Machinery expansion of business.
Equipment
. Providing Electric .
Zerova Technologies Japan Co., 5,832 |Vehicle Charein Due to the continuous )
Ltd Solutions ging expansion of business.
Zerova Technologies America 161,602 |Investment in Other |Due to the continuous )
Corporation Businesses expansion of business.
Providing Electric .
Zerova Technologies USA LLC 162,343 |yehicle Charging Due to .the C?Etm.u ous -
Solutions expansion of business.
PHIHONG Electronics (79,808) gi?ﬁﬁfa;?\ggrg and Not reaching the economies |[Continuously manage
(Dongguan) Co., Ltd. Suppl;ges of scale. operational costs.
PHIHONG Electronics 38,226 gi?ﬁgfa}c)glvr;;g and | A tributed to interest i
(Suzhou) Co., Ltd. Suppliges income.
Zerova (Shanghai) Trading
Service Co., Ltd. (formerly . o . .
Yanghong Trading (Shanghai) 3,915 IS)glvlJ:;gSLul ghltilélsg and g;n;g:il;?s business -
Co., Ltd. renamed on April 7, PP P )
113)
. : Continuously
D Phitek Electroni Manufacturing ~ |[Not reaching i
Cgflngtlfn tek Llectronics (84.,762) and Selﬁng economies of scale. Iclz)%l,[lsge operational

Power Supplies
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Recog}ntlon Policy on
.0 investment . Improvement plan
Investment conversion | Investment | o = ..o Main reasons for for the coming
gains or profit or loss year
losses in
2023
Dongguan ShuangYing 1.932 gi?ﬁﬁfagll:; rclg(g);;;d Continuous business i
Electronics Co., Ltd. ’ Ma terigals expansion.
Jin-Sheng-Hong (Jiangxi) (12,358) gi?ﬁﬁfag‘;rclgiizd Not reaching economies of |[Continuously manage
Electronics Co., Ltd. ’ Materfi;als scale. operational costs.
Zerova Technology (Dongguan) 29 141 gi?ﬁﬁfaglirclgigcjd Not reaching economies of |Continuously manage
Co., Ltd. ’ Equipi;n ent scale. operational costs.
Zerova Trading Service Proyldmg Elec.trlc Not reaching economies of |[Continuously manage
(14,424) Vehicle Charging .
(Dongguan) Co., Ltd. Solutions scale. operational costs.

VI. Risks and Evaluations for the Most Recent Fiscal Year and Up to the Printing Date
of the Annual Report

(I) Impact of Interest Rates, Exchange Rate Fluctuations, and Inflation on the Company's Profit
and Loss, and Future Response Measures:
The impact of interest income and expenses and foreign exchange gains and losses on the
company's financial statements for the year 2023:
Unit: NTD, 1000, %

. Percentage of Net Amount as a
Item NG élel;(:‘uzl:}t;;)r i ﬁ:&ﬁ;ﬂ?ﬁﬁﬁ:&:;:‘;ggt Proporti%n of the Pre-Tax Net
Profit for the Year 2023
Net Interest
Income (9,391) (0.08) (2.02)
(Expense)
Net Exchange
Gains (Losses) (26,359) (0.21) (5.68)

1. Regarding Interest Rates:

(1) Impact on Company's Profit and Loss: The proportion of interest expense to net
revenue in the year 2023 is quite low, thus not significantly affecting the company's
finances, operations, and profitability.

(2) Future Response Measures: The financial department of the company closely monitors
trends in interest rate fluctuations and assesses the allocation of long- and short-term
borrowings to mitigate adverse impacts on profitability during interest rate fluctuations.
Additionally, the cash position on the balance sheet primarily consists of secure fixed
deposits or principal-protected financial products to enhance overall fund utilization
and investment returns.

2. Regarding Exchange Rates:

(1) Impact on Company's Profit and Loss: The proportion of exchange gains and losses to
net revenue in the year 2023 is quite low, thus not significantly affecting the company's
finances, operations, or profitability.

(2) Future Response Measures: The company's procurement and sales are mainly
denominated in US dollars, and the exposure to net positions is low. Therefore, the
exchange rate policy primarily focuses on mitigating risks associated with foreign
exchange income, expenses, assets, or liabilities generated by the company's business
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operations. Currently, the company adopts natural hedging through asset and liability

offsetting to reduce the impact of exchange rate fluctuations on profitability.

3.Regarding Inflation:

The Directorate-General of Budget, Accounting and Statistics (DGBAS) announced
that the Consumer Price Index (CPI) for the year 2023 was 105.51, with an annual
inflation rate of 2.49%. The inflation risk remains within an acceptable range, and this
inflation rate has no significant impact on the company's operations.

(I) Policies regarding high-risk, high-leverage investments, lending funds to others,
endorsements, guarantees, and derivative transactions, or the main reasons for losses and
future response measures:

1. In the year 2023, the company did not engage in high-risk, high-leverage investments,
and all investments were carried out in accordance with the company's " Operation
Procedure for Loaning Funds to others " after careful evaluation.

2. The recipients of funds lending and endorsements and guarantees by the company and its
subsidiaries are all subsidiaries. The financial business conditions are normal, and
relevant laws and regulations of the Financial Supervisory Commission are followed,
along with the company's " Procedure for Lending Funds to Other Parties and or
Guarantees " and " Operating Procedures of Endorsement / Guarantees." Therefore, there
is no possibility of incurring losses.

3.The company engages in derivative transactions in accordance with the "Asset Acquisition
or Disposal Procedures" and mainly for hedging purposes. The selection of trading
commodities should primarily focus on mitigating risks associated with foreign exchange
income, expenses, assets, or liabilities generated by the company's business operations.
The company did not engage in derivative transactions in the year 2023.

(IIT) Future R&D Plans and Estimated R&D Expenses:

1. To meet the demands of information technology, household appliances, optoelectronics,
and energy sectors, the company aims to develop intelligent power supply technology
with high power, high density, and low voltage, while also complying with various
environmental regulations. This will be the goal of future R&D projects.

(1) 2024 R&D Plan:

«  Various gallium nitride (GaN) power supplies dedicated to gaming laptops, including
140W/180W PD 3.1, and 180W/240W/280W/330W 20V products.
Various chargers for electric vehicles and power batteries, including
164W/168W/252W/273W, GaN miniaturized chargers, 1IKW Fanless with P67
waterproof and dustproof features.

+ Industrial power supplies, including open-frame 100W/150W/240W/300W products
with moisture-proof and dust-proof features.

+  Wireless power tool lithium battery chargers, 21.6W/single-port and 43.2W/dual-
port chargers, IKW charger products.
Retail market-specific 65W/100W GaN 2C1A PD smart fast charger products
Various types of type C chargers for mobile phones, including general and GaN
miniaturized 15W/35W/44W/80W/120W PD products

+  Second-generation POE 30W/60W/90W adapter products

+  Open-frame 530W/950W products for POE switches
Power modules for electric vehicle charging posts, including 30KW DC/DC modules,
40KW AC/DC modules, 60KW PFC water-cooled modules, and 30KW DC water-
cooled module products.
480KW water-cooled electric vehicle charging post products.
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(2) The estimated R&D expenses for the year 2024 are approximately NTD 176,800,000.

(IV) Impact of Domestic and International Policy and Legal Changes on Company Financial
Operations and Response Measures:

The management team closely monitors important policies and laws domestically and
internationally. Through various subsidiary companies and global locations, risk
management is conducted, and response strategies are formulated. As of the printing date
of the annual report for the year 2023, there have been no significant impacts on the
company's financial operations due to policy or legal changes.

(V) Impact of Technological Changes (including Information Security Risks) and Industry
Changes on Company Financial Operations and Response Measures:

+  Currently, technological developments include cloud computing, the Internet of Things
(IoT), optoelectronic applications, and smart device applications (such as wearable
devices). Industries such as automotive electronics, 5G, gaming laptops, foldable
smartphones, electric vehicle charging posts, and E-bikes are thriving. The application
scope of power supplies is expanding. In response to the trend of energy conservation
and carbon reduction, the company's power supply designs aim for "compactness, high
efficiency, and high reliability," emphasizing minimal use of raw materials to
maximize efficiency and comply with various environmental regulations. These power
supplies are widely used in various electronic products, reflected in revenue and
profitability.

+  Furthermore, with the advancement of technology, global information security threats
are increasing. In response to these challenges, the company established an Information
Security Committee in the year 2022. In addition, in the year 2023, the company
recruited full-time information security managers and personnel to implement various
information security policies, strengthen employee information security education and
training, and engage external professional information security teams to provide
optimal information security protection solutions and vulnerability scanning and
assessment services. This is aimed at enhancing the overall information and
communication security of the company and reducing operational and financial risks.

(VI) Changes in corporate image can significantly impact crisis management:

The company's solid and steady operation has always maintained a good corporate image. In recent
years, the company has strengthened corporate governance and financial transparency. It adheres to
the business philosophy of "excellent design, excellent quality, accurate delivery, reasonable price,
and satisfactory service." The growth momentum will continue to expand steadily, which is
sufficient to cope with various potential corporate crises and maintain a good corporate image.

(VII) Expected benefits, potential risks, and response measures for mergers and acquisitions:
None.

(VIII) Expansion of factory premises' anticipated benefits, potential risks, and response
measures:

The company aims to seize the opportunity of the explosive growth in the EV market and meet the
continuous influx of orders. This expansion also aims to increase production capacity while reducing
reliance on the supply chain in China, ensuring the protection of core technologies and capabilities.
The board of directors has approved the capital expenditure plan for the Tainan Plant III.

+ 'Expected benefits: Due to the limited production capacity of Tainan Plants 1 and 2, the company
plans ahead for medium to long-term order demands, expecting to increase the production
capacity of AC/DC charging posts.

* 'Potential risks: Market downturn, slowing end-user demand, market demand falling short of
expectations.

* 'Response measures: By leveraging innovative R&D capabilities, providing high-quality after-
sales service, and offering comprehensive solutions to customers, the company aims to mitigate
the impact of a slowdown in market demand by increasing market share.
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(IX) Risk and Response Measures for Concentrated Purchasing or  Sales:
The company's main sources of procurement and sales targets are disclosed in relevant
sections of this annual report. Considering the company's operations, industry growth
trends, and rapid changes in market supply and demand, the company focuses on
purchasing from multiple brands and diversifying procurement sources. It also diversifies
its sales targets to balance risks and maintain stable operations. Additionally, the company
has strengthened credit management for sales customers and conducts monthly tracking
and management of accounts receivable to reduce the risk of bad debts.

(X) The impact, risks, and response measures regarding significant transfers or replacements of directors,
supervisors, or shareholders holding ten percent or more shares: As of the printing date of the annual report,
there have been no instances of significant transfer of shares for directors or shareholders holding ten percent
or more shares.

(XI) Impact, risks, and response measures for changes in management control: As of the printing date of
the annual report, there have been no changes in management control.

(XII) Litigation and Non-Litigation:
1. Significant litigation, non-litigation, or administrative disputes currently pending:
Defendants Zhang oo and Ruan oo are being prosecuted by the Taoyuan District Prosecutors
Office for violating the Trade Secrets Act and other related matters involving infringement of the
company's trade secrets. The criminal litigation is currently under trial pursuant to Article 251,
Paragraph 1 of the Code of Criminal Procedure.
2. Directors, general managers, substantial controlling shareholders holding more than ten percent
of shares, and subsidiary companies, in the past two fiscal years, there have been no significant
litigation, non-litigation, or administrative disputes that have been adjudicated or are currently
pending.

(XIII) Other Important Risk Response Measures:
1. Risk Management Organizational Structure:

Organization Chart Authority and Responsibility
1. Commitment and support for risk management
2. Serve as or designate risk management executive officer
3. Design risk management strategies and guidelines
4. Communicate and decide risk priorities and tolerances
5. Ensure appropriate human participation and resource allocation
6. Continued participation and appropriate rewards
1. Improve supervisors’ awareness of risk management
Risk Management Executive 2. Develiop I‘l_Sk mages
3. Provide implementation methods and change management strategy
suggestions
- 4. Promote the formulation of organizational risk policies
Executive 5. Ensure education and training meet needs
— Secretary 6. Supervise and review the implementation performance of risk
countermeasures
1. Participate in assessing organizational readiness and recognizing
organizational risks
2. Assess internal risk management capabilities
Groups 3. Examine the environment and recognize opportunities and threats
4. Understand and communicate the organization’s risk management policies
and suggestions from the organization’s employees
5. Provide strategic suggestions
Heads of Various 6. Systematically identify and manage risks and ensure the implementation
of risk management
7. Implement necessary training and activities to achieve learning results
8. Implement or formulate relevant risk management measures according to
the responsibilities of each unit
9. Submit risk treatment plan execution report

Group General Manager

Heads of Various

Departments

1. Understand and implement personal risk management responsibilities
All Employees 2. Pay attention to risk issues

3.Understand organizational policies and provide suggestions

4. Provide risk management contributions

2. Risk Management Scope:
The company is committed to integrating and managing all potential risks that may affect operations and
profitability in a proactive and cost-effective manner. This includes various strategic, operational,
financial, and hazard-related risks. The aim is to provide appropriate risk management for all stakeholders.
Risk events are assessed using a Risk Matrix (Risk MAP) to evaluate the frequency of occurrence and
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severity of impact on company operations. Risks are then prioritized and classified based on their severity,
and corresponding risk management strategies are implemented. The company's risk management covers
eight major areas: "Power and Water Interruptions,” "Environmental and Climate Change," "Threats of
Major Infectious Diseases," "Occupational Safety Risks," "Information Security Risks," "Ethical Risks,"
"Financial Risks," and "Supplier Risks."

3. Risk Management Execution Strategy

v

Establishing the Risk Management Implementation
Environment:

- Establishing External Environmental Factors
«——— 3 - Establishing Internal Organizational Environmental «—»

Factors

- Establishing Risk Management Steps
- Developing Risk Assessment Criteria
- Defining the Object of Risk Analysis

Risk Identification: —>
-- What could happen?

-- How, why, where, and when could it happen?

Risk Analysis

- Confirm existing control mechanisms.
—> - - Determine the probability of occurrence.
Identify the impact of the event.

- - Evaluate the risk level.

\4

A

MITADI pue SULIOJIUOIA

uonenoJau pue UOHEIIUNUILIO))

Risk Assessment
——Compare with risk criteria and establish priority

>
Yes
Accepting

No

A

\4

Risk Treatment:

- List feasible risk responses.
- Evaluate risk responses.
&——»| - Select risk responses.

- Prepare treatment plans.

- Implement treatment plans.

4. Risk management operation:
The risk management execution team is subordinate to the Group General Manager's Office, with the General
Manager serving as or appointing the Chief Risk Management Officer. Each business unit regularly identifies
and manages risk factors to facilitate more efficient command, self-assessment, and execution of the risk
management organization.
The significant information on cybersecurity events released by the company on February 13, 2023, was
effectively managed by the risk management execution team according to risk management strategies. A
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report on the response to and improvement plan for cybersecurity events was presented to the Board of
Directors on March 9, 2023. The execution status of information security management was reported to the
Board of Directors on November 9, 2023.

The overall risk management situation of the company was reported to the Board of Directors on August 11,
2023, covering the assessment of risks and the operation of risk management.

VII. Other important matters:

There are no such events in the latest fiscal year and up to the date of printing of this annual report.
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Eight. Special Disclosure

1. Information on Affiliates:

(1) Organizational chart of Phihong Technology Co., Ltd.'s related companies.

Co, Lad.

Comtry ©
Taiwan M, 1

Date: April 7, 2024

Report Date : 2024.04.07
Internatzonal Corp Phihony, Dongyuan
100% | Commtry - BV 100% | Eloctronics Co. Lad.
Rbr. : PHI Country * China
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45N
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Guang-Lal Investment Co., L84 N-Lighten Technologies, Inc.
Country © Taiwan 1978% Comntry : USA
Mie, : Guang-Lai Abbr. * N-Lighton
100% 100% Jin-Sheng-Hong (Jangi)
Ascent Alliance Lad. Hectromics Co, Lad.
Country - BV Country : China
Atde, : PFHQ Bbr, - PHE
1% 100% Dongguan
Phiboayg, Vietnam Co., Shuang Ying
Lad Country © Vietnam Eloctronics Co,, Lad.
Atde, : PHV Country : China
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100% | itek Ingernati 1Co., 100% | Dongguan Phitek Elctronics
Ltd Country - BVL Country : China
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Taiwan Limited
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100
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Zerova Technologies . < . o o y ’
0% | L mod WY Zerova Technologies 100y Zerova Techoodogies | 100% | Zorova Technologies
Tokdings Lismie —— SG Pre. 11d. Amrica Corporation USA LLC
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Japan Co., Ltd.
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(2) Basic Information of Related Companies

Unit: NTD1000/Foreign Currency

Company Name Date of Address Paid-in Capital Main Business or Production Items
Establishm
ent
PORTCULLIS TRUSTNET CHAMBERS, P.O. BOX 3444, ROAD
PHIHONG INTERNATIONAL CORP. 85051 TOWN, TORTOLA, BRITISH VIRGIN ISLANDS USD 102421351 1y vestment in Other Businesses
PORTCULLIS TRUSTNET CHAMBERS, P.O. BOX 3444, ROAD
PHITEK INTERNATIONAL CO., LTD. 88.08 | TOWN, TORTOLA, BRITISH VIRGIN ISLANDS USD 18,840,000 f1, estment in Other Businesses
PORTCULLIS TRUSTNET CHAMBERS, P.O. BOX 3444, ROAD
ASCENT ALLIANCE LTD. 93.06 |TOWN, TORTOLA, BRITISH VIRGIN ISLANDS USD 12,012,600 |1 vestment in Other Businesses
PHIHONG USA CORP. 86.04 |47800 FREMONT BLVD, FREMONT, CA 94538, USA USD 6,200,000 |Sales of Power Supply Products
PHIHONG TECHNOLOGY JAPAN CO., LTD. 99.04 [SF, VORT Toyocho Building, 3-23-24 Toyo, Koto-ku, Tokyo JPY 500,000,000 [Selling Power Supply Components
Thura dat B34, B35, B36 va B37 thugc 16 CN5, Khu cong nghiép An Manufacturing and Selling Power Supply
PHIHONG VIETNAM CO., LTD. 108.02 Duong, Huyén An Duong, Thanh phé Hai Phong, Viét Nam. USD 65,000,000 Units
Guang-Lai Investment Co., Ltd. 90.10 ggt‘rfclto‘}raggl (1217tzy Section 2, M.mSheng Easlt Road, thl’“gs}fan 139,758 |General IHV_estment BuS_iness
Phihong (Dongguan) Electronics Co., Ltd. 85.03 Science and Technology Road, Yinhu Industrial Zone, Qingxi Town, HKD 495,450,000 Manufacturing and Selling Power Supply
Dongguan City, Guangdong Province ] ) ) Units ]
Phihong Electronics (Suzhou) Co., Ltd. 92.03 Room 1407, Building 8, Block A, Longhu Times, Lion Mountain Road, USD 31,960,000 Manufacturing and Selling Power Supply
Suzhou New District, Jiangsu Province. Units
Z Shanghai) Trading Service Co., Ltd. (f 1 . s . . . .
ksg\)z;/r? és ;;fgﬁl&g r]a}re:gi%l ge(rSV}igflgh(;i) Co.,(L(:flr.n:i;(}:,e 96.12 61{h Fdlol(\)/}" ]?llocksD A-C, Fus%lun Bﬁlgmess Building, No. 3089, Hechuan 10%];/23202 Seli)mgdChargmg Stations and Electronic
April 7th, 2024) oad, Minhang District, Shanghai ,835, roducts
. . Room 101, Building 5, No. 133-1, Tiesong Road, Qingxi Town, Manufacturing and Selling Power Supply
Phitek Electronics Co., Ltd. (Dongguan) 88.11 Dongguan City, Guangdong Province o USD 20,140,000 Units - -
Dongguan ShuangYing Electronics Co., Ltd 93.06 Room 101, Building 6, No. 133-1, Tiesong Road, Qingxi Town, HKD 9,000,000 Manufacturing and Selling Electronic
Dongguan City, Guangdong Province ) ) Materlals ) )
Jin-Sheng-Hong Electronics (Jiangxi) Co., Ltd. 95.01 No. 18, Fengyuan Avenue, Xincheng Industrial Park, Fengcheng City, USD 11,500,000 Manufacturing and Selling Electronic
Jiangxi Province Materials
N-Lighten Technologies, Inc. 93.04 (47800 FREMONT BLVD, FREMONT, CA 94538, USA USD 26,565,698 |General Investment Business
. - Suite 102,Cannon Place,P.O.Box 712, North Sound Rd.,George Town, . .
Zerova Technology Holdings Limited 111.03 Grand Cayman,KY 1-9006 Cayman Islands UsSD 69,927,260 |Investment %n Other Buémesses ‘
Zerova Technology Co., Ltd. 111.03 [99 Zhongsan 1st St, Yongkang District, Tainan City 600,000 Maggflal;tr;llglgtg and Selling Electrical
: 111 NORTH BRIDGE ROAD #06-20 PENINSULA PLAZA Investment in Other Businesses and Selling
Zerova Technologies SG Pte. Ltd. 111.07 SINGAPORE (179098) uSD 65,872,407.8 Electrical Equipment
Zerova Technologies Europe B.V. 111.06 |[Barbara Strozzilaan 101, Amsterdam 1083 HN, The Netherlands EUR 3,000,000 [Providing Electric Vehicle Charging Solutions
Zerova Technologies Japan Co., Ltd 111.09 |[5F, VORT Toyocho Building, 3-23-24 Toyo, Koto-ku, Tokyo JPY 80,000,000 |Providing Electric Vehicle Charging Solutions
Room 201, 5th Floor, No. 133-1, Tiesong Road, Qingxi Town, Manufacturing and Selling Electrical
Zerova Technology (Dongguan) Co., Ltd. 111.08 Dongguan City, Guangdong Province o USD 950,000 Equipment
Zerova Trading Service (Dongguan) Co., Ltd. 111.08 Room 401, 5th Floor, No. 133-1, Tiesong Road, Qingxi Town, USD 200,000 |Providing Electric Vehicle Charging Solutions
Dongguan City, Guangdong Province
Zerova Technologies America Corporation 111.07 (401 RYLAND ST STE 200-A, RENO, NV 89502, USA USD 3,050,000 [Investment in Other Businesses
Zerova Technologies USA LLC 111.07 47800 FREMONT BLVD., FREMONT, CA 94538, USA USD 3,000,000 |Providing Electric Vehicle Charging Solutions

(IIT) Shareholder Information of Presumed Controlled and Affiliated Entities: None.
(IV) The main industries covered by the overall related companies' operations include:
1.Core Business: Manufacturing and selling various products such as power transformers, inverters, converters, power supplies, and electronic
stabilizers.
2.General Investment Business.
3. Research and development, sales, and manufacturing of electrical equipment.
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(V) Information of Directors, Supervisors, and General Managers of Related Companies

Shareholding Held
. . Percentage of
Company Name Position Name or Representative .
Number of Shares Ownership
%
PHIHONG INTERNATIONAL CORP. Director Lin, Chung Min 102,421,351 100.00
PHITEK INTERNATIONAL CO., LTD. Director Phihong Technology Co., Ltd
. . . 18,840,000 100.00
Representative: Lin, Chung Min
ASCENT ALLIANCE LTD. Director Phihong Technology Co., Ltd
. i ) 12,012,600 100.00
Representative: Lin, Chung Min
PHIHONG USA CORP. Chairman Phihong Technology Co., Ltd
. . . 3,100,000 100.00
Representative: Lin, Fei-Hong
Director Lin, Fei-Hong - -
General Manager |Tai, Tsui-E - -
PHIHONG TECHNOLOGY JAPAN CO., LTD. Representative Phihong Technology Co., Ltd. 55,000 100.00
Director Representative: Lin, Fei-Hong ’ ’
Director Phihong Technology Co., Ltd.
. . . 25,000 100.00
Representative: Lin, Fei-Hong
PHIHONG VIETNAM CO., LTD. General Manager  |Phihong Technology Co., Ltd.
. i ) 65,000,000 100.00
Representative: Lin, Chung Min
Guang-Lai Investment Co., Ltd. Chairman Phihong Technology Co., Ltd.
. . . 13,975,828 100.00
Representative: Lin, Chung Min
Director Phihong Technology Co., Ltd.
) i 13,975,828 100.00
Representative: Lin, Kuan-Hong
Director Phihong Technology Co., Ltd.
. 13,975,828 100.00
Representative: ALLAN LIN
Supervisors Phihong Technology Co., Ltd.
. . 13,975,828 100.00
Representative: Chien, Shu-Nu
Phihong Dongguan Electronics Co. Ltd. Chairman PHIHONG INTERNATIONAL CORP.
Representative: Lin, Chung Min
Director PHIHONG INTERNATIONAL CORP.
Representative: Chien, Shu-Nu - -
Director PHIHONG INTERNATIONAL CORP.
Representative: Lin, Yang-Hong
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Shareholding Held

Percentage of

Company Name Position Name or Representative
Number of Shares | Ownership
%
Phihong Electronics (Suzhou) Co., Ltd. Chairman PHIHONG INTERNATIONAL CORP.
Representative: Lin, Chung Min ) )
Director PHIHONG INTERNATIONAL CORP.
Representative: Lin, Kuan-Hong ) )
Director PHIHONG INTERNATIONAL CORP.
Representative: Lin, Yang-Hong - )
Supervisors PHIHONG INTERNATIONAL CORP.
Representative: Lin, Fei-Hong ) )
Zerova (Shanghai) Trading Service Co., Ltd. (formerly known Chairman Zerova Technologies (Dongguan) Co., Ltd.
as Yanghong Trading (Shanghai) Co., Ltd. since April 7th, Representative: Chen, Chun-Cheng - -
2024)
Supervisors Zerova Technologies (Dongguan) Co., Ltd.
Representative: Lin, Fei-Hong _ )
Dongguan Phitek Electronics Co., Ltd. Chairman PHITEK INTERNATIONAL CO., LTD.
Representative: Lin, Kuan-Hong ) )
Director PHITEK INTERNATIONAL CO., LTD.
Representative: Lin, Yang-Hong - )
Director PHITEK INTERNATIONAL CO., LTD.

Representative: Chien, Shu-Nu
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Shareholding Held

Percentage of

Company Name Position Name or Representative
Number of Shares | Ownership
%
Dongguan ShuangYing Electronics Co., Ltd. Chairman ASCENT ALLIANCE LTD.
Representative: Lin, Chung Min ) )
Director ASCENT ALLIANCE LTD.
Representative: Lin, Fei-Hong ) )
Director ASCENT ALLIANCE LTD.
Representative: Lin, Kuan-Hong ) )
Jin-Sheng-Hong Electronics (Jiangxi) Co., Ltd. Chairman ASCENT ALLIANCE LTD.
Representative: Lin, Chung Min ) )
Director ASCENT ALLIANCE LTD.
Representative: Lin, Fei-Hong ) )
Director ASCENT ALLIANCE LTD.
Representative: Lin, Yang-Hong ) )
N-Lighten Technologies, Inc. Chairman Guang-Lai Investment Co., Ltd.
37,498,870 19.78
Representative: Lin, Chung Min
Director PHIHONG INTERNATIONAL CORP.
110,834,223 58.45
Representative: Chen, Chiu-Chin
Director Hsueh, Hsiao-Lu - -
Director Chou, Ta-Jen - -
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Shareholding Held

Percentage of

Company Name Position Name or Representative .
Number of Shares | Ownership
%
Zerova Technology Holdings Limited Director Phihong Technology Co.,LTD.
. . . 699,272,603 100.00
Representative: Lin, Fei-Hong
Director Phihong Technology Co.,LTD.
. o 699,272,603 100.00
Representative: Yang, Wei-Jie
Director Phihong Technology Co.,LTD.
Representative: Chen, Chun-Cheng 699,272,603 100.00
Zerova Technologies SG Pte. Ltd. Director Zerova Technologies Holdings Limited
. . . 67,649,888 100.00
Representative: Lin, Fei-Hong
Director Zerova Technologies Holdings Limited
. . 67,649,888 100.00
Representative:Yang, Wei-Jie
Director Zerova Technologies Holdings Limited
. 67,649,888 100.00
Representative:Chen, Chun-Cheng
Director Zerova Technologies Holdings Limited
. . 67,649,888 100.00
Representative:Wong Yong Fei
Zerova Technology Co., Ltd. Chairman Zerova Technologies SG Pte. Ltd.
. i . 60,000,000 100.00
Representative: Lin, Fei-Hong
Director Zerova Technologies SG Pte. Ltd.
. o 60,000,000 100.00
Representative: Yang, Wei-Jie
Director Zerova Technologies SG Pte. Ltd.
60,000,000 100.00

Representative: Chen, Chun-Cheng
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Shareholding Held

Percentage of

Company Name Position Name or Representative Number of Shares Ownership
%
Zerova Technology (Dongguan) Co., Ltd. Director Zerova Technologies SG Pte. Ltd.
] i ) 950,000 100.00
Representative: Lin, Fei-Hong
Supervisors Zerova Technologies SG Pte. Ltd.
) 950,000 100.00
Representative: Chen, Chun-Cheng
Zerova Trading Service (Dongguan) Co., Ltd. Director Zerova Technologies SG Pte. Ltd.
) 200,000 100.00
Representative: Chen, Chun-Cheng
Director Zerova Technologies SG Pte. Ltd.
] i ) 200,000 100.00
Representative: Lin, Fei-Hong
Zerova Technologies Japan Co., Ltd. Representative  [Zerova Technologies SG Pte. Ltd.
8,000 100.00
Director Representative: Lin, Fei-Hong
Zerova Technologies America Corporation Director Zerova Technologies SG Pte. Ltd.
) i ) 3,050,000 100.00
Representative: Lin, Fei-Hong
Director Zerova Technologies SG Pte. Ltd.
) o 3,050,000 100.00
Representative:: Yang, Wei-Jie
Zerova Technologies USA LLC Director Zerova Technologies America Corporation
) i ) 3,000,000 100.00
Representative: Lin, Fei-Hong
Director Zerova Technologies America Corporation
) o 3,000,000 100.00
Representative: Yang, Wei-Jie
Zerova Technologies Europe B.V. Director Zerova Technologies SG Pte. Ltd. 100 100.00
Representative: Lin, Fei-Hong .
Director Smith, Stephen Paul - -
Director Hung, Chien-Yung - -
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(6) Overview of business operations of affiliates

Unit: NT$1,000 except for earnings (loss) per share which is NT$§

Operating | Operating gains Net Profit Profit per
Company Name Capital Total Assets Total liabilities Net Value P & P g8 (Loss) for the |[share(loss)(dollar)
income (Loss)
Year(after tax) (after tax
PHIHONG INTERNATIONAL 102,421,351 $ 2,688,073 § 25,998 -1 @8 127) | (§  37,889) N/A
CORP § 2,662,075
PHITEK INTERNATIONAL 18,840,000 3,603 364,761 (  361,158) - (132) (84,843) N/A
CO.,LTD.
ASCENT ALLIANCE LTD. 12,012,600 73,261 17,049 56,212 - (111) (10,534) N/A
PHIHONG USA CORP. USD 6,200,000 1,381,123 165,108 1,216,015 2,895,915 40,404 35,336 N/A
PHIHONG TECHNOLOGY JPY 500,000,000 407,064 179,993 468,851 1,179 2,263 N/A
JAPAN CO., LTD. 227,071
PHIHONG VIETNAM CO., USD 65,000,000 2,448,571 879,746 1,568,825 2,619,342 (26,818) (41,270) N/A
LTD.
Guang-Lai Investment Co., Ltd. 139,758 116,813 8,878 107,935 - (100) (3,643) N/A
Phihong (Dongguan) HKD 495,450,000 2,749,483 1,386,358 1,363,125 2,631,562 (138,833) (79,808) N/A
Electronics Co., Ltd.
Phihong Electronics (Suzhou) USD 31,960,000 1,319,614 6,461 1,313,153 - (1,969) 38,226 N/A
Co., Ltd.
Zerova (Shanghai) Trading RMB 10,835,202 73,428 65,357 8,071 97,186 2,288 3,915 N/A
Service Co., Ltd. (formerly
known as Yanghong Trading
(Shanghai) Co., Ltd. since April
7th, 2024)
Phitek Electronics Co., Ltd. USD 20,140,000 1,165,243 1,529,989 (364,746) 1,746,589 (39,135) (84,762) N/A
(Dongguan)
Dongguan ShuangYing HKD 9,000,000 107,322 34,376 72,946 167,520 (8,700) 1,932 N/A
Electronics Co., Ltd.
Jin-Sheng-Hong Electronics USD 11,500,000 71,019 88,067 (17,048) 161,376 (12,487) (12,358) N/A
(Jiangxi) Co., Ltd.
N-Lighten Technologies, Inc. USD 26,565,698 4,065 48,544 (44,479) - (143) (168) N/A
Zerova Technology Holdings USD 69,927,260 2,594,858 1,527 2,593,331 - (3,103) 557,029 N/A

Limited
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Operating | Operating gains Net Profit Profit per
Company Name Capital Total Assets Total liabilities Net Value P & P g8 (Loss) for the |share(loss)(dollar)
income (Loss)
Year(after tax) (after tax

Zerova Technology Co., Ltd. 600,000 1,558,478 508,254 1,050,224 1,781,810 427,391 347,704 N/A
Zerova Technologies SG Pte. USD 65,872,407.8 3,107,598 410,763 2,696,835 3,173,328 50,369 584,620 N/A
Ltd.
Zerova Technologies Europe EUR 3,000,000 160,439 53,993 106,446 281,474 3,494 4,253 N/A
B.V.
Zerova Technologies Japan Co., JPY 80,000,000 266,535 244,415 22,120 71,458 (8,469) 5,832 N/A
Ltd
Zerova Technology (Dongguan) USD 950,000 785,358 790,279 (4,921) 1,768,851 11,557 29,141 N/A
Co., Ltd.
Zerova Trading Service USD 200,000 15,766 24,245 (8,479) 1 (15,349) (14,424) N/A
(Dongguan) Co., Ltd.
Zerova Technologies America USD 3,050,000 253,858 - 253,858 - (238) 161,602 N/A
Corporation
Zerova Technologies USA LLC | USD 3,000,000 709,656 457,191 252,465 3,323,828 229,376 161,734 N/A
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I1. Private Placement of Securities during the Most Recent Fiscal Year or during the
Current Fiscal Year up to the Date of Publication of the Annual Report

In the most recent year and as of the publication date of the annual report, no private placement
of securities has been conducted.

I11. Holding or Disposal of Shares in the Company by Subsidiaries during the Most
Recent Fiscal Year or during the Current Fiscal Year up to the Date of Publication of
the Annual Report

There was no such situation in the most recent year and as of the publication date of the annual
report.

IV. Other Supplementary Information

The evaluation basis and basis for the presentation of assets and liabilities evaluation accounts in financial

statements
Assets and liabilities Basis for .
Item . . Assessment basis
evaluation account evaluation
Calculated using a readiness matrix, which
Expected . .
; considers the customer's past default record and
1 Prepare for bad debts | credit losses by X -
. current financial condition and other forward-
duration S .
looking information.
Lower of cost .
. The lower of cost and net realizable value method
Prepare for sluggish or net ; . . . .
2 . . is used for evaluation using the item-by-item
inventory losses realizable .
comparison method.
value method

V. Matters of Significant Effects on Shareholders’ Interests or Securities Price
Stipulated in Subparagraph 2, Paragraph 3, and Article 36 of the Securities and
Exchange Act

There was no such situation in the most recent year and as of the publication date of the annual report.
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Phihong Technology Co., Ltd.

Opinion

We have audited the accompanying parent company only financial statements of Phihong Technology
Co., Ltd. (the “Company”) which comprise the parent company only balance sheets as of December 31,
2023 and 2022, and the parent company only statements of comprehensive income, changes in equity and
cash flows for the years then ended, and notes to the parent company only financial statements, including
a summary of material accounting policies information (collectively referred to as the “parent company
only financial statements”).

In our opinion, the accompanying parent company only financial statements present fairly, in all material
respects, the parent company only financial position of the Company as of December 31, 2023 and 2022,
and its parent company only financial performance and its parent company only cash flows for the years
then ended in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Financial Statement Audit and
Attestation Engagements of Certified Public Accountants and 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 Parent Company Only Financial Statements section of our report. We are independent
of the Company 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 significance in our
audit of the parent company only financial statements for the year ended December 31, 2023. These

matters were addressed in the context of our audit of the parent company only financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.
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The key audit matter identified in the Company’s parent company only financial statements for the year
ended December 31, 2023 are stated as follows.

The Authenticity of Sales Revenue of Subsidiaries Accounted for Using Equity Method

Description of the key audit matter:

According to our assessment on the revenues from the products regarding electric vehicle energy, the
revenues generating from the subsidiaries accounted for using equity method are highly increasing in this
year. Thus, we have identified the authenticity of the revenues as a key audit matter for the audit of the
Company’s parent company only financial statements for the year ended December 31, 2023.

Audit procedures performed in response to the key audit matter:

Corresponding the key audit matter, we have performed the procedures to understand the subsidiaries’
internal controls related to the sales process and examined the effectiveness of the design and
implementation of the controls. In addition, we have sampled the revenues to review external documents
and payment receipts of the samples and implemented the procedures regarding the group audit to verify
the authenticity of the revenues.

Responsibilities of Management and Those Charged with Governance for the Parent Company
Only Financial Statements

Management is responsible for the preparation and fair presentation of the parent company only financial
statements in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers, and for such internal control as management determines is necessary to enable the
preparation of parent company only financial statements that are free from material misstatement,
whether due to fraud or error.

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

Those charged with governance, including the audit committee, are responsible for overseeing the
Company’s financial reporting process.

Other Matter

For the year ended December 31, 2023, the financial statements of Zerova Technologies Holdings
Limited (ZKH), an associate accounted for using the equity method, were audited by other auditors. Our
opinion, insofar as it relates to the amounts included in the accompanying parent company only financial
statements for ZKH, is based solely on the reports of other auditors. As of December 31, 2023, the
aggregate carrying amount of the equity-method investments in ZKH was NT$2,596,528 thousand,
representing 20.40% of the total assets. For the year ended December 31, 2023, the share of profit of
ZKH was NT$556,647 thousand, representing 220.38% of the profit before income tax.
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Auditors’ Responsibilities for the Audit of the Parent Company Only Financial Statements

Our objectives are to obtain reasonable assurance about whether the parent company only financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue 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 auditing standards will always detect a material
misstatement when it exists. Misstatements may arise from fraud or errors and are considered material if,
individually or in aggregate, they may reasonably be expected to affect the economic decisions of users
taken on the basis of these parent company only financial statements.

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

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

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

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

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

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

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
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.
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From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the parent company only financial statements for the year ended
December 31, 2023, and are therefore the key audit matters. We describe these matters in our auditors’
report unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

The engagement partners on the audit resulting in this independent auditors’ report are Chih-Yi Chang
and Kuo-Tyan Hong.

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 7, 2024

Notice to Readers

The accompanying financial statements are intended only to present the 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 financial statements are those generally applied in the Republic of China.

For the convenience of readers, the independent 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. 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 financial statements shall prevail.
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PHIHONG TECHNOLOGY CO., LTD.

PARENT COMPANY ONLY BALANCE SHEETS
DECEMBER 31, 2023 AND 2022
(In New Taiwan Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 6)
Financial assets at amortized cost - current (Notes 4, 8 and 29)
Trade receivables (Notes 4 and 9)
Trade receivables from related parties (Notes 4, 9 and 28)
Other receivables (Note 9)
Other receivables from related parties (Notes 9 and 28)
Current tax assets (Notes 4 and 23)
Inventories (Notes 4 and 10)
Other current assets

Total current assets

NON-CURRENT ASSETS
Financial assets at fair value through other comprehensive income - non-current (Notes 4 and 7)
Financial assets at amortized cost - non-current (Notes 4, 8 and 29)
Investments accounted for using equity method (Notes 4 and 11)
Property, plant and equipment (Notes 4 and 12)
Right-of-use assets (Notes 4 and 13)
Investment property (Notes 4 and 14)
Other intangible assets (Notes 4 and 15)
Deferred tax assets (Notes 4 and 23)
Other non-current assets

Total non-current assets

TOTAL

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Short-term borrowings (Note 16)
Short-term bills payable (Note 16)
Contract liabilities - current (Notes 21 and 28)
Trade payables
Trade payables to related parties (Note 28)
Other payables (Notes 18 and 28)
Current tax liabilities (Notes 4 and 23)
Lease liabilities - current (Notes 4 and 13)
Current portion of long-term borrowings (Note 16)
Other current liabilities

Total current liabilities

NON-CURRENT LIABILITIES
Bonds payable (Note 17)
Long-term borrowings (Note 16)
Deferred tax liabilities (Notes 4 and 23)
Lease liabilities - non-current (Notes 4 and 13)
Net defined benefit liability - non-current (Notes 4 and 19)
Other non-current liabilities (Notes 4 and 11)

Total non-current liabilities
Total liabilities

EQUITY (Notes 4, 20 and 24)
Ordinary shares
Capital surplus
Retained earnings
Legal reserve
Special reserve
Accumulated earnings
Total retained earnings
Other equity
Exchange differences on translating the financial statements of foreign operations
Unrealized loss on financial assets at fair value through other comprehensive income
Total other equity

Total equity

TOTAL LIABILITIES AND EQUITY

The accompanying notes are an integral part of the parent company only financial statements.

(With Deloitte & Touche auditors’ report dated March 7, 2024)
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2023 2022
Amount % Amount %
$ 2,237,594 18 $ 1,721,093 14
- - 61,450 1
508,469 4 1,127,924 9
154,152 1 395,597 3
1,088 - 14,143 -
500,623 4 1,336,759 11
49,057 - - -
13,625 - 14,032 -
86.181 1 79.139 1
3,550,789 28 4,750,137 39
120,132 1 96,270 1
10,500 - 22,030 -
8,390,943 66 6,598,775 54
533,385 4 670,682 5
13,835 - 28,823 -
22,429 - 23,168 -
28,747 - 26,895 -
41,951 1 57,493 1
_ 1S - 19794 _-
9.174.443 72 7.543.930 61
$ 12,725,232 100 $ 12,294,067 100
$ - - $ 832,900 7
- - 69,740 1
29,937 - 148,483 1

5,075 - 4,125
12,802 - 44,565 -
1,744,731 14 1,880,840 15
- - 83,393 1
5,790 - 5,048 -
117,417 1 398,592 3
80,117 1 149,555 1
1,995,869 16 3.617.241 29
699,092 6 698,688 6
170,967 1 1,333,583 11
30,265 - 44,649 -
8,179 - 23,980 -
32,019 - 49,017 -
378,922 3 301,839 3
1,319,444 10 2.451,756 20
3.315.313 26 6.068.997 49
4,312,084 34 3,752,084 31
_ 4,579,383 _36 _ 2,179.372 18
305,119 2 295,992 2
313,005 3 230,859 2
267,846 2 91,273 1
885,970 17 618,124 5
(293,466) 2) (244,171) (2)
(74.,052) _() (80,339) _(D)
(367,518) _3) (324.,510) NE))
9.409.919 74 6.225.070 51
$ 12,725,232 100 $ 12,294,067 100



PHIHONG TECHNOLOGY CO., LTD.

PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2023 2022
Amount % Amount %
OPERATING REVENUE (Notes 4, 21 and 28) § 6,098,143 100 $ 11,202,956 100
OPERATING COST (Notes 4, 10 and 28) 5,519,084 91 9.885.426 88
OPERATING GROSS PROFIT 579,059 9 1,317,530 12
REALIZED GAIN ON TRANSACTIONS WITH
ASSOCIATES (Note 4) 3.021 - 40,158 -
REALIZED GROSS PROFIT 582,080 9 1,357,688 12
OPERATING EXPENSES
Sales and marketing expenses 243,211 4 356,737 3
General and administration expenses 228,840 4 207,023 2
Research and development expenses 388,333 6 462,133 4
Expected credit loss (gain) recognized (Note 9) 6.834 - (742) -
Total operating expenses 867,218 14 1,025,151 9
(LOSS) PROFIT FROM OPERATIONS (285,138) (%) 332,537 3
NON-OPERATING INCOME AND EXPENSES
Interest income (Notes 22 and 28) 45,051 1 12,271 -
Other income (Notes 22 and 28) 164,654 3 197,157 2
Other gains and losses (Note 22) (13,622) - 121,767 1
Finance costs (Note 22) (79,336) 2) (57,547) )
Share of profit or loss of subsidiaries associates and
joint ventures (Notes 4 and 11) 420,972 7 (471,561) (4)
Total non-operating income and expenses 537,719 9 (197.913) (2)
PROFIT BEFORE INCOME TAX 252,581 4 134,624 1
INCOME TAX (EXPENSE) BENEFIT (Notes 4
and 23) 9.970 - (63.297) 1)
NET PROFIT FOR THE YEAR 262,551 4 71,327
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PHIHONG TECHNOLOGY CO., LTD.

PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2023 2022
Amount % Amount %
OTHER COMPREHENSIVE (LOSS) INCOME
Items that may not reclassified subsequently to profit
or loss:
Remeasurement of defined benefit plans (Note 19)  $ 6,619 $ 24,932 -
Unrealized gain on investments in equity
instruments at fair value through other
comprehensive income (Note 20) 7,604 743 -
Share of other comprehensive (loss) income of
associates accounted for using the equity
method (Note 20) (1,317) 7,330 -
Income tax relating to items that will not be
reclassified subsequently to profit or loss
(Note 23) (1,324) (4,986) -
Items that may be reclassified subsequently to profit
or loss:
Exchange differences on translating of the
financial statements of foreign operations
(Note 20) (49,295) 279,695 3
Total other comprehensive income (loss) for the
period (37.713) 307,714 3
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $ 224,838 4 $ 379,041 3
EARNINGS PER SHARE (Note 25)
Basic earnings per share $  0.68 $ 0.9
Diluted earnings per share § 0.68 $ 0.19
The accompanying notes are an integral part of the parent company only financial statements.
(With Deloitte & Touche auditors’ report dated March 7, 2024) (Concluded)
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PHIHONG TECHNOLOGY CO., LTD.

PARENT COMPANY ONLY STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(In Thousands of New Taiwan Dollars)

Ordinary
Shares

BALANCE AT JANUARY 1, 2022 $ 3,752,084
Legal reserve used to offset accumulated deficits (Note 20) -

Net profit for the year ended December 31, 2022 -

Other comprehensive income (loss) for the year ended December 31, 2022, net
of income tax -

Capital Surplus

$ 2,179,372

Total comprehensive income (loss) for the year ended December 31, 2022 -

BALANCE AT DECEMBER 31, 2022 3,752,084
Appropriation of 2022 earnings

Legal reserve (Note 20) -

Special reserve (Note 20) -
Adjustments to share of changes in equity of associates -
Share-based payment arrangements (Note 24) -
Issuance of ordinary share for cash 560,000
Net profit for the year ended December 31, 2023 -

Other comprehensive income (loss) for the year ended December 31, 2023, net
of income tax -

2,179,372

61
176,400

2,223,550

Total comprehensive income (loss) for the year ended December 31, 2023 -

BALANCE AT DECEMBER 31, 2023 § 4,312,084

$ 4,579,383

The accompanying notes are an integral part of the parent company only financial statements.

(With Deloitte & Touche auditors’ report dated March 7, 2024)
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Retained Earnings

Other Equity

Legal Reserve
612,916

(316,924)

Special Reserve

Exchange
Differences on
Translating of

Unrealized

Gain (Loss) on
Financial Assets

295,992

9,127

305,119

Unappropriated the Financial at Fair Value
Earnings Statements of  Through Other
(Accumulated Foreign Comprehensive
Deficits) Operations Income Total Equity
$ (316,924) § (523,866) $ (88,412) § 5,846,029
316,924 - - -
71,327 - - 71,327
19,946 279,695 8.073 307,714
91,273 279,695 8,073 379,041
91,273 (244,171) (80,339) 6,225,070
(9,127) - - -
(82,146) - - -
- - - 61
- - - 176,400
- - - 2,783,550
262,551 - - 262,551
5,295 (49,295) 6,287 (37,713)
267,846 (49.295) 6.287 224,838
267,846 § (293.466) $  (74,052) § 9,409.919




PHIHONG TECHNOLOGY CO., LTD.

PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(In Thousands of New Taiwan Dollars)

2023 2022
CASH FLOWS FROM OPERATING ACTIVITIES
Income before tax $ 252,581 $ 134,624
Adjustments for:
Depreciation expense 29,905 58,536
Amortization expense 11,020 9,109
Expected credit loss recognized (reversed) 6,834 (742)
Finance costs 79,336 57,547
Interest income (45,051) (12,271)
Dividend income (7,477) (2,995)
Gain on lease modification (287) -
Compensation cost of share-based payments 106,995 -
Share of loss of associates (420,972) 471,561
Loss (gain) on disposal of property, plant and equipment (841) 2,706
Write-down of inventories (reversed) (1,036) 36,943
Realized gain on transactions with subsidiaries (3,021) (40,158)
Net changes in operating assets and liabilities
Notes receivables - 3,056
Trade receivables 612,621 (51,577)
Trade receivables from related parties 241,445 (4,341)
Other receivables 13,152 (10,923)
Other receivables from related parties 836,136 (293,865)
Inventories 1,443 (73,149)
Other current assets (7,039) 830
Contract liabilities (118,546) 61,713
Trade payables 950 (31,130)
Trade payables to related parties (31,763) 93,852
Other payables (135,152) 35,096
Other current liabilities (69,438) 67,843
Net defined benefit liability (10,379) (13.143)
Cash generated from operations 1,341,416 499,122
Interest received 44,954 12,200
Interest paid (81,415) (54,171)
Income tax paid (122,646) (620)
Net cash generated from operating activities 1,182,309 456,531
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of financial assets at fair value through other comprehensive
income (21,000) (16,000)
Capital reduction of financial assets at fair value through other
comprehensive income 4,742 2,704
Purchase of financial assets at amortized cost (10,120) (63,971)
Proceeds from sale of financial assets at amortized cost 83,100 949
Acquisition of investment accounted for using equity method (1,272,199) (824,885)
Purchase of property, plant and equipment (120,671) (212,526)

(Continued)
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PHIHONG TECHNOLOGY CO., LTD.

PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(In Thousands of New Taiwan Dollars)

2023 2022
Proceeds from disposal of property, plant and equipment $ 243964 $ 3,425
Payment for intangible assets (11,925) (18,943)
Proceeds from disposal of intangible assets 6 -
Increase in refundable deposits - (2,229)
Decrease in refundable deposits 7,274 -
Increase in prepayments for equipment (7,130) (2,608)
Dividends received 7,477 2,995
Cash outflow from divestiture - (358,670)
Net cash used in investing activities (1,096.482) (1.489.759)
CASH FLOWS FROM FINANCING ACTIVITIES
(Decrease) increase in short-term borrowings (832,900) 196,720
(Decrease) increase in Short-term bills payable (69,740) 69,740
Proceeds from long-term borrowings 4,197,188 3,365,461
Repayment of long-term borrowings (5,640,979) (3,232,887)
Increase in guarantee deposits received - 1,258
Decrease in guarantee deposits received (40) -
Repayment of the principal portion of lease liabilities (6,405) (5,485)
Capital increase 2.783.550 -
Net cash generated from financing activities 430.674 394.807
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS 516,501 (638,421)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR 1,721,093 2,359,514
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR $ 2,237,594 $ 1,721,093
The accompanying notes are an integral part of the parent company only financial statements.
(With Deloitte & Touche auditors’ report dated March 7, 2024) (Concluded)
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PHIHONG TECHNOLOGY CO., LTD.

PARENT COMPANY ONLY NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. GENERAL INFORMATION

Phihong Technology Co., Ltd. (“Phihong” or “the Company”), which was formerly known as Phihong
Enterprise Co., Ltd. was incorporated on December 12, 1972 under the laws of the Republic of China
(ROC). Under a resolution approved in the stockholders’ meeting in June 2003, Phihong changed its name
to Phihong Technology Co., Ltd. Phihong primarily manufactures and sells AC/DC power adapters, charger
bases, power supply modules, UPS (uninterruptible power supply) for computers, ballasts, etc.

In February 2000, Phihong was authorized to trade its stocks on the Taipei Exchange (TPEX) in Taiwan. In
September 2001, Phihong’s stocks ceased to be traded on the TPEx, and Phihong later obtained the
authorization to list its stocks on the Taiwan Stock Exchange.

Under a resolution approved in the shareholders’ meeting on June 8, 2022, the Company’s electric vehicle
energy segment would be spun off and transferred to Zerova Technologies Taiwan Limited (hereinafter
referred to as ZTM), where the Company has a 100% shareholding, on September 1, 2022 (the reference
date of the spin-off).

The financial statements are presented in the Company’s functional currency, the New Taiwan dollars.

2. APPROVAL OF FINANCIAL STATEMENTS
The parent company only financial statements were approved by the Company’s board of directors on
March 7, 2024.
3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND INTERPRETATIONS
a. Initial application of the amendments to the International Financial Reporting Standards (IFRS),
International Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC)

(collectively, the “IFRS Accounting Standards”) endorsed and issued into effect by the FSC

The initial application of the IFRS Accounting Standards endorsed and issued into effect by the FSC
did not have a material impact on the Company’s accounting policies.

b. The IFRS Accounting Standards endorsed by the FSC for application starting from 2024

Effective Date
New, Amended and Revised Standards and Interpretations Announced by IASB (Note 1)

Amendments to IFRS 16 “Leases Liability in a Sale and Leaseback”  January 1, 2024 (Note 2)

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

Amendments to IAS 7 and IFRS 7 “Supplier Finance Arrangements”  January 1, 2024 (Note 3)

Note 1: Unless stated otherwise, the above IFRS Accounting Standards are effective for annual
reporting periods beginning on or after their respective effective dates.
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Note 2: A seller-lessee shall apply the Amendments to IFRS 16 retrospectively to sale and leaseback
transactions entered into after the date of initial application of IFRS 16.

Note 3: The amendments provide some transition relief regarding disclosure requirements.

As of the date the parent company only financial statements were authorized for issue, the Company is
continuously assessing the possible impact of the application of other standards and interpretations will
have on the Company’s financial position and financial performance, and will disclose the relevant
impact when the assessment is completed.

The IFRS Accounting Standards in issue but not yet endorsed and issued into effect by the FSC

Effective Date
New, Amended and Revised Standards and Interpretations Announced by IASB (Note 1)

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

IFRS 17 “Insurance Contracts” January 1, 2023

Amendments to [FRS 17 January 1, 2023

Amendments to IFRS 17 “Initial Application of IFRS 9 and IFRS 17 - January 1, 2023
Comparative Information”

Amendments to IAS 21 “Lack of Exchangeability” January 1, 2025 (Note 2)

Note 1: Unless stated otherwise, the above IFRS Accounting Standards are effective for annual
reporting periods beginning on or after their respective effective dates.

Note 2: An entity shall apply those amendments for annual reporting periods beginning on or after
January 1, 2025. Upon initial application of the amendments, the entity recognizes any effect
as an adjustment to the opening balance of retained earnings. When the entity uses a
presentation currency other than its functional currency, it shall, at the date of initial
application, recognize any effect as an adjustment to the cumulative amount of translation
differences in equity.

As of the date the parent company only financial statements were authorized for issue, the Company is
continuously assessing the possible impact of the application of other standards and interpretations will
have on the Company’s financial position and financial performance, and will disclose the relevant
impact when the assessment is completed.

4. SUMMARY OF MATERIAL ACCOUNTING POLICY INFORMATION

a.

Statement of compliance

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

Basis of preparation
The parent company only financial statements have been prepared on the historical cost basis except for

financial instruments which are measured at fair value and net defined benefit liabilities which are
measured at the present value of the defined benefit obligation less the fair value of plan assets.
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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) Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities;

2) Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for an
asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices); and

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

When preparing the parent company only financial statements, the Company account for subsidiaries
and associates by using the equity method. In order to agree with the amount of net income, other
comprehensive income and equity attributable to shareholders of the parent in the consolidated financial
statements, the differences of the accounting treatment between the parent company only basis and the
consolidated basis are adjusted under the heading of investments accounted for using equity method,
share of profits of subsidiaries and associates and share of other comprehensive income of subsidiaries
and associates in the parent company only financial statements.

Classification of current and non-current assets and liabilities

Current assets include:

1) Assets held primarily for the purpose of trading;

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

3) Cash and cash equivalents 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:

1) Liabilities held primarily for the purpose of trading;

2) Liabilities due to be settled within 12 months after the reporting period, even if an agreement to
refinance, or to reschedule payments, on a long-term basis is completed after the reporting period
and before the parent company only financial statements are authorized for issue; and

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

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

Foreign currencies

In preparing the parent company only financial statements, transactions in currencies other than the

Company’s functional currency (i.e. foreign currencies) are recognized at the rates of exchange

prevailing on the transaction dates.

At the end of each reporting period, monetary items denominated in foreign currencies are retranslated

at the rates prevailing at that date. Exchange differences on monetary items arising from settlement or
translation are recognized in profit or loss in the period in which they arise.
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Non-monetary items denominated in foreign currencies that are measured at fair value are retranslated
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 items in respect of which gains and losses are
recognized directly in other comprehensive income; in which cases, the exchange differences are also
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 translated from the foreign currency.

For the purpose of presenting parent company only financial statements, the financial statements of the
Company’s foreign operations (including subsidiaries and associates) that are prepared using functional
currencies which are different from the currency of the Company are translated into the presentation
currency the New Taiwan dollar, as follows: Assets and liabilities are translated at the exchange rates
prevailing at the end of the reporting period; and income and expense items are translated at the average
exchange rates for the period. The resulting currency translation differences are recognized in other
comprehensive income.

Inventories

Inventories consist of raw materials, supplies, work in progress and finished goods 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 all estimated costs of completion and costs necessary to make the sale. Inventories are
recorded at the weighted-average cost on the balance sheet date.

Investment in subsidiaries
The Company use the equity method to account for its investments in subsidiaries.
A subsidiary is an entity that is controlled by the Company.

Under the equity method, an investments in a subsidiary is initially recognized at cost and adjusted
thereafter to recognize the Company’s share of the profit or loss and other comprehensive income of the
subsidiaries. The Company also recognizes the changes in the Company’s share of equity of
subsidiaries attributable to the Company.

Changes in the Company’s ownership interests in subsidiaries that do not result in the Company losing
control of the subsidiary are accounted for as equity transactions. The Company recognizes directly in
equity any difference between the carrying amount of the investment and the fair value of the
consideration paid or received.

When the Company’s share of losses of a subsidiary exceeds its interest in that subsidiary (which
includes any carrying amount of the investment accounted for using the equity method and long-term
interests that, in substance, forms part of the Company’s net investment in the subsidiary), the Company
continues recognizing its share of further losses.

The Company assesses its investment for any impairment by comparing the carrying amount with the
estimated recoverable amount as assessed based on the investee’s financial statements as a whole.
Impairment loss is recognized when the carrying amount exceeds the recoverable amount. If the
recoverable amount of the investment subsequently increases, the Company recognizes a reversal of the
impairment loss; the adjusted post-reversal carrying amount should not exceed the carrying amount that
would have been recognized (net of amortization or depreciation) had no impairment loss been
recognized in prior years.



When the Company loses control of a subsidiary, it recognizes the investment retained in the former
subsidiary at its fair value at the date when control is lost. The difference between the fair value of the
retained investment plus any consideration received and the carrying amount of the previous investment
at the date when control is lost is recognized as a gain or loss in profit or loss. Besides this, the
Company accounts for all amounts previously recognized in other comprehensive income in relation to
that subsidiary on the same basis as would be required had the Company directly disposed of the related
assets or liabilities.

Profit or loss resulting from downstream transactions is eliminated in full only in the parent company
only financial statements. Profit and loss resulting from upstream transactions and transactions between
subsidiaries is recognized only in the parent company only financial statements and only to the extent of
interests in the subsidiaries that are not related to the Company.

Investments in associates

An associate is an entity over which the Company has significant influence and which is not a
subsidiary.

The Company use the equity method to account for its investments in associates.

Under the equity method, investments in an associate are initially recognized at cost and adjusted
thereafter to recognize the Company’s share of the profit or loss and other comprehensive income of the
associate. The Company also recognizes the changes in the Company’s share of the equity of associates.

When the Company’s share of losses of an associate equals or exceeds its interest in the associate
(which includes any carrying amount of the investment accounted for using the equity method and other
long-term interests that, in substance, form part of the Company’s net investment in the associate), the
Company discontinues recognizing its share of further losses. Additional losses and liabilities are
recognized only to the extent that the Company has incurred legal obligations, or constructive
obligations, or made payments on behalf of said associate.

The entire carrying amount of an investment (including goodwill) is tested for impairment as a single
asset by comparing its recoverable amount with its carrying amount. Any impairment loss recognized is
not allocated to any asset, including goodwill that forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognized only to the extent that the recoverable amount of the
investment subsequently increases.

When an entity transacts with its associate, profits and losses resulting from the transactions with the
associate is recognized in the parent company only financial statements only to the extent of interests in
the associate that are not related to the Company.

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.

Property, plant and equipment in the course of construction are measured at cost less any recognized
impairment loss. Cost includes professional fees and borrowing costs eligible for capitalization. Such
assets are depreciated and classified to the appropriate categories of property, plant and equipment
when completed and ready for their intended use.

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.
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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.

Investment properties
Investment properties are properties held to earn rentals and/or for capital appreciation.

Investment properties are initially measured at cost, including transaction costs. Subsequent to initial
recognition, investment properties are measured at cost less accumulated depreciation and accumulated
impairment loss.

Depreciation is recognized using the straight-line method.

For a transfer of classification from investment properties to property, plant and equipment, the deemed
cost of the property for subsequent accounting is its carrying amount at the commencement of
owner-occupation.

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 values, and
amortization methods are reviewed at the end of each reporting period, with the effect of any changes in
the estimates accounted for on a prospective basis. Intangible assets with indefinite useful lives that are
acquired separately are measured at cost less accumulated impairment loss.

On derecognizing of an intangible assets, 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 as well as right-of-use, investment property and
intangible assets

At the end of each reporting period, the Company reviews the carrying amounts of its property, plant
and equipment, right-of-use asset, investment properties 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 Company
estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually and whenever there is an indication that the assets may be impaired.

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 velated 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 loss been
recognized on the asset, cash-generating unit or assets related in prior years (less amortization or
depreciation). A reversal of an impairment loss is recognized in profit or loss.



Financial instruments

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

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issuance of financial assets and financial liabilities (other than
financial assets and financial liabilities at FVTPL) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial 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 equity instruments at FVTOCI.

1i.

Financial assets at amortized cost

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

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

ii)) The contractual terms of the financial asset 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, financial assets at amortized cost, notes receivables, at amortized cost, trade
receivables, trade receivables from related parties, other receivables, other receivables from
related parties, and refundable deposit, 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.

Interest income is calculated by applying the effective interest rate to the gross carrying
amount of such a financial asset.

Cash equivalents include time deposits 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 equivalents are held
for the purpose of meeting short-term cash commitments.

Investments in equity instruments at FVTOCI
On initial recognition, the Company may make an irrevocable election to designate
investments in equity instruments as at 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.
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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 Company’s right to receive the dividends is established, unless the dividends clearly
represent a recovery of part of the cost of the investment.

b) Impairment of financial assets

The Company recognizes a loss allowance for expected credit losses on financial assets at
amortized cost (including trade receivable).

The Company always recognizes lifetime expected credit losses (ECLs) for trade receivables.
For all other financial instruments, the Company recognizes lifetime ECLs when there has been
a significant increase in credit risk since initial recognition. If, on the other hand, the credit risk
on a financial instrument has not increased significantly since initial recognition, the Company
measures the loss 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 ECLs represent the portion of lifetime ECLs that is expected to result from
default events on a financial instrument that are possible within 12 months after the reporting
date.

For internal credit risk management purposes, the Company considers the following situations
as indication that a financial asset is in default (without taking into account any collateral held
by the Company):

i. Internal or external information shows that the debtor is unliked to pay its credit.

ii. Financial asset is more than 180 days past due unless the Company has reasonable and
corroborative information to support a more lagged default criterion.

The impairment loss of all financial assets is recognized in profit or loss by a reduction in their
carrying amounts through a loss allowance account.

Derecognition of financial assets

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

On derecognition of a financial 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 an equity instrument at FVTOCI, 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.
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2)

3)

Equity instruments

Debt and equity instruments issued by the Company are classified as either financial liabilities or as
equity in accordance with the substance of the contractual arrangements and the definitions of a
financial liability and equity instrument.

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

The repurchase of the Company’s own 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 own equity instruments.

Financial liabilities

All financial liabilities are measured at amortized cost using the effective interest method. The
Company derecognizes financial liabilities when, and only when, the Company’s obligations are
discharged, canceled, or expired. 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.

. Provision

Provisions are measured at the best estimate of the discounted cash flows of the consideration required
to settle the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. Provision for the expected cost of warranty obligations is
recognized at the date of sale of the relevant products at the best estimate by the management of the
Company of the expenditure required to settle the Company’s obligations.

Revenue recognition

The Company identifies contracts with customers, allocates the transaction price to the performance
obligations and 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 power supply modules and other relevant
products. Sales of power supply modules and other relevant products are recognized as revenue
when the goods are delivered to the customer’s specific location because it is the time when the
customer has full discretion over the manner of distribution and price to sell the goods, has the
primary responsibility for sales to future customers and bears the risks of obsolescence. Trade
receivables are recognized concurrently.

Revenue from the rendering of service

Service revenue is recognized when the services are provided. Revenue from services provided
under a contract is recognized based on the degree of completion in accordance with the contract.

Leases

At the inception of a contract, the Company assesses whether the contract is, or contains, a lease.

1))

The Company as lessor

Leases are classified as finance leases whenever the terms of a lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.
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2) The Company as lessee

The Company recognizes right-of-use assets and lease liabilities for all leases at the commencement
date of a lease, except for short-term leases and low-value asset leases 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, which comprises the initial measurement of lease
liabilities adjusted for lease payments made at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs needed to restore the underlying assets, and less any
lease incentives received. 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 balance sheets.

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.

Lease liabilities are initially measured at the present value of the lease payments, which comprise
fixed payments, in-substance fixed payments, variable lease payments which depend on an index or
a rate. The lease payments are discounted using the interest rate implicit in a lease, 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 there is a change in a lease term, a
change in the assessment of an option to purchase an underlying asset, or a change in future lease
payments resulting from a change in an index or a rate used to determine those payments, the
Company 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 loss. Lease liabilities are presented on a separate line
in the balance sheets.

p- Borrowing costs
Borrowing costs directly attributable to an acquisition, construction, or production of qualifying assets
are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale.
All other borrowing costs are recognized in profit or loss in the period in which they are incurred.

gq.- Government grants

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

Government grants related to income are recognized as a reduction of the related costs and in other
income on a systematic basis over the periods in which the Company recognizes as expenses the related
costs that the grants intend to compensate.

Government grants that are receivable as compensation for expenses or losses already incurred or for

the purpose of giving immediate financial support to the Company with no future related costs are
recognized in profit or loss in the period in which they are received.
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T.

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 service.

2) Retirement benefits

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

Defined benefit costs (including service cost, net interest and remeasurement) under defined benefit
retirement benefit plans are determined using the projected unit credit method. Service cost
(including current service cost) and net interest on the net defined benefit liabilities (assets) are
recognized as employee benefits expense in the period in which they occur or when the settlement
occurs. Remeasurement, comprising actuarial gains and losses and the return on plan assets
(excluding interest), is recognized in other comprehensive income in the period in which it occurs.
Remeasurement recognized in other comprehensive income is reflected immediately in retained
earnings and will not be reclassified to profit or loss.

Net defined benefit liabilities (assets) represent the actual deficit (surplus) in the Company’s defined
benefit plans. Any surplus resulting from this calculation is limited to the present value of any
refunds from the plans or reductions in future contributions to the plans.

Share-based payment arrangements
Employee share options granted to employees and others providing similar services.

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 Company’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 expense is recognized in full at the grant date if the grants are vested immediately. The grant date
of treasury shares transferred to employees is the date on which the number of shares that the
employees purchase is confirmed.

The grant by the Company of its equity instruments to the employees of a subsidiary under employee
share options is treated as a capital contribution. The fair value of employee services received under the
arrangement is measured by reference to the grant-date fair value and is recognized over the vesting
period as an addition to the investment in the subsidiary, with a corresponding credit to capital surplus -
employee share options.

Income tax

Income tax expense represents the sum of the tax currently payable and deferred tax.

1) Current tax

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.
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2) Deferred tax

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

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

Deferred tax liabilities are recognized for taxable temporary differences associated with investments
in subsidiaries and associates, except where the Company is able to control the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary differences associated
with such investments and interests are recognized only to the extent that it is probable that there
will be sufficient taxable profits against which to utilize the benefits of the temporary differences
and such temporary differences are expected to reverse in the foreseeable future.

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
allow all or part of the asset 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 allow 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 realized, 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 Company 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 recognized in other comprehensive income or directly in equity, respectively.

u. Spin-off

The Company acquires equity in a subsidiary by spinning off its assets, liabilities and operations to the
subsidiary. The accounting treatment for the acquisition of equity in the subsidiary is based on the net
of the carrying value of the Company’s assets less liabilities transferred to the subsidiary, and no
exchange gain is recognized.

5. MATERIAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Company’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 estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.

. CASH AND CASH EQUIVALENTS

December 31
2023 2022
Cash on hand $ 239 $ 203
Checking accounts and demand deposits 1,937,231 1,720,890
Cash equivalent (investments with original maturities of 3 months or
less)
Repurchase agreements collateralized by bonds 300,124 -

$ 2,237,594 $ 1,721,093

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

December 31

2023 2022

Demand deposits 0.001%-5.400%  0.001%-4.000%

. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

December 31
2023 2022
Non-current
Investments in equity instruments at fair value through other
comprehensive income (FVTOCI)
Domestic non-publicly trade equity investments $ 120,132 $ 96,270

These investments in equity instruments are held for medium-to long-term strategic purposes. Accordingly,
the management elected to designate 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 Company’s strategy of holding these investments for long-term purposes.
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8. FINANCIAL ASSETS AT AMORTIZED COST

December 31
2023 2022

Current
Time deposits with original maturities of more than 3 months 3 - $ 61,450
Non-current
Restricted bank deposits $ 10,500 $ 20,030
Courts deposits - 2,000

$ 10,500 $ 22,030

The Company offered the bank deposits of $10,500 thousand and $22,030 thousand as of December 31,
2023 and 2022, respectively as performance bonds for specific business projects, bank borrowings,
domestic guaranteed corporate bonds and adoption of customs clearance, release before duty. Refer to Note
29 to the parent company only financial statements.

9. TRADE RECEIVABLE AND OTHER RECEIVABLES

December 31
2023 2022
Trade receivables
At amortized cost
Gross carrying amount from unrelated parties § 515570 $ 1,128,430
Less: Allowance for impairment loss (7.101) (5006)
508,469 1,127,924
Gross carrying amount from related parties 154,152 395,597

Less: Allowance for impairment loss - - - -
154,152 395.597

662,621 1,523,521

Other receivables

At amortized cost
Carrying amount from unrelated parties $ 1,088 $ 14,143
Less: Allowance for impairment loss - -
1,088 14,143
Carrying amount from related parties 500,623 1,336,759
Less: Allowance for impairment loss - -
500,623 1,336,759

501,711 1,350,902
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Trade receivable

Trade receivable at amortized cost

The Company evaluates the average credit period of sales of goods based on the experience of trade
receivable collection from the non-related parties in the past five years. No interest is charged on trade
receivables. The Company adopted a policy of only dealing with creditworthy counterparties and obtaining
sufficient collateral, where appropriate, as a means of mitigating the risk of financial loss from defaults. The
Company’s exposure and the credit ratings of its counterparties are continuously monitored and the
aggregate value of transactions concluded is spread amongst approved counterparties. Credit exposure is
controlled by counterparty limits that are reviewed and approved by the risk management specialists
annually.

The Company 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 and the customer’s current financial position, and other related
information. As the Company’s historical credit loss experience does not show significantly different loss
patterns for different customer segments, the provision for loss allowance based on past due status is not
further distinguished according to the Company’s different customer base.

The Company writes off a trade receivable when there is information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect of recovery. For trade receivables that have been
written off, the Company continues to engage in enforcement activity to attempt to recover the receivables
due. Where recoveries are made, these are recognized in profit or loss.

The following table details the loss allowance of trade receivables based on the Company’s provision
matrix.

December 31, 2023

Less than 60

Not Past Due Days 61 to 90 Days 91 to 120 Days Over 120 Days Total
Expected credit loss rate 0%-0.05% 1.08%-7.77% - - 24.22%-100%
Gross carrying amount $ 617,259 $ 46,316 $ - $ - $ 6,147 $ 669,722
Loss allowance (Lifetime ECL) (244) (1.336) - - (5.521) (7.101)
Amortized cost $ 617,015 $ 44,980 $ - $ - $ 626 $ 662,621
December 31, 2022

Less than 60

Not Past Due Days 61 to 90 Days 91 to 120 Days Over 120 Days Total
Expected credit loss rate 0%-0.05% 0.14%-2.63% - 6.02% 8.57%-100%
Gross carrying amount $ 1,411,806 $ 111,808 $ - $ 168 $ 245 $ 1,524,027
Loss allowance (Lifetime ECL) (63) (396) - (10) (37) (506)
Amortized cost $ 1,411,743 S 111,412 $ - $ 158 $ 208 $ 1,523,521

The above aging schedule was based on overdue days.
The movements of the allowance for doubtful trade receivables were as follows:

For the Year Ended December 31

2023 2022
Balance, beginning of period $ 506 § 1,248
Net remeasurement of loss allowance (reversed) 6,834 (742)
Amounts written off (239) -
Balance, end of period $ 7,101 S 506
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10. INVENTORIES

December 31
2023 2022
Raw materials $ 2,060 $ 2,476
Finished goods 11,565 11.556
$ 13,625 $ 14,032

For the years ended December 31, 2023 and 2022, the cost of inventories recognized as cost of goods sold
was $5,519,084 thousand and $9,885,426 thousand, respectively. (Reversal) write-down of inventories to
net realizable value of $1,036 thousand and $(36,943) thousand were respectively included in the cost of
goods sold during reporting period in 2023 and 2022.

11. INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD
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December 31
2023 2022
Investment in subsidiaries $ 8,388,508 $ 6,587,754
Investments in associates 2.435 11,021
8,390,943 6,598,775
a. Investment in subsidiaries
December 31
2023 2022
Phihong International Corp. (“PHI”) $ 2,651,317 $ 2,731,172
Phitek International Co., Ltd. (“PHK”) (377,663) (300,541)
Ascent Alliance Ltd. (“PHQ”) 56,985 67,000
Phihong USA Corp. (“PHA”) 1,181,641 1,143,436
Phihong Technology Japan Co., Ltd. (“PHJ”) 225,296 78,226
Phihong Vietnam Co., Ltd. (“PHV”) 1,568,806 1,609,716
Guang-Lai Investment Co., Ltd. (“Guang-Lai”) 107,935 112,828
Zerova Technologies Taiwan Limited (“hereinafter referred to as
ZTM”) (formerly known as Phehicle Co., Ltd., which changed
its company name on June 20, 2022) - 629,797
Zerova Technologies Holdings Limited (“ZKH”) 2,596,528 215,579
8,010,845 6,287,213
Add: Reclassified to other non-current liabilities 377,663 300,541
$ 8,388,508 $ 6,587,754



As of December 31, 2023 and 2022, the Company’s accumulated losses recognized on the investments
in PHK had exceeded the original investment amount, resulting credit balance of $377,663 thousand
and $300,541 thousand in the long-term equity investments, respectively, which have been reclassified
in “Other non-current liabilities.”

Percentage of Ownership and
Voting Rights
December 31

Subsidiary 2023 2022 Note

PHI
PHK
PHQ
PHA
PHJ

PHV

100.00% 100.00% Note 1
100.00% 100.00% Note 2
100.00% 100.00%
100.00% 100.00%
100.00% 100.00%
100.00% 100.00% Note 3

Guang-Lai 100.00% 100.00%

ZT™M
ZKH

Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

- 100.00% Note 4
100.00% 100.00% Note 5

In response to the operating requirements of the Company, in December 2021, the board of
directors of Phihong approved the resolution for the capital reduction of PHI in the amount of
US$8,640 thousand. After the capital reduction, the capital of PHI became $3,209,288
thousand (or US$102,421 thousand); the base date for the capital reduction was January 6,
2022. The above capital reduction has been approved on April 14, 2022.

In response to the operating requirements of the Company, in December 2021, the board of
directors of Phihong approved the resolution for the capital injection of PHP through PHK in
the amount of US$8,640 thousand. The capital increase was completed in March 2022.

The Company established a subsidiary, PHV, in Vietnam in 2019, with a registered capital of
US$65,000 thousand, and the Company’s shareholding ratio is 100%. To coordinate with the
group’s capital needs, it is planned to process capital injections in stages according to the
investment progress. For 2022, the Company has performed a capital increase of 207,690
thousand (US$15,000 thousand). As of December 31, 2022, the Company’s capital injected
amounted to $1,906,713 thousand (US$65,000 thousand).

With the resolution made by the board of directors on January 20, 2022, the Company
established the subsidiary Phehicle Co., Ltd. with a registered capital of $1,000 thousand, of
which the Company holds 100% of the shares. For reorganization and specialization, the
shareholders of the Company resolved in their meeting on June 8, 2022 to split and transfer
the EV energy business to Phehicle Co., Ltd., and to change Phehicle’s name to Zerova
Technologies Taiwan Limited. The approval letter was obtained on June 20, 2022, and the
alteration registration was completed at the same date. The Company split and transferred its
EV energy business to ZTM on September 1, 2022 (the reference date of the spin-off). The
Company transferred the EV energy business (including assets and liabilities), valued at its net
book value, to ZTM Company in exchange for 59,900 thousand new shares with a par value
of $10 per share, for a total of $599,000 thousand. The approval letter was obtained on
October 12, 2022, and the alteration registration was completed at the same date. ZTM has
completed the reorganisation in the second quarter of 2023 and all of its shares originally held
by The Company are now held by ZSH.

ZKH was established in March 2022 and registered in the Cayman Islands with a registered

capital of US$12,000 thousand and a 100% shareholding. As of December 31, 2022, the
Company has invested $2,083,650 thousand (or US$69,927 thousand).
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On September 1, 2022, which was the reference date of the spin-off, the Company has spun off the
operations related to the electric vehicle energy segment and issued 59,900 thousand shares for each
ordinary share with a par value of approximately NT$10 for the net assets spun off by ZTM. ZTM
received the change of registration letter from the Tainan City Government on October 12, 2022. The
carrying amounts of the assets and liabilities of ZTM transferred by the spin-off are as follows:

Amount
Assets
Notes receivable - related parties $ 358,670
Inventories (deducting allowances for impairment loss of $57,665 thousand) 134,987
Other current assets 7,735
Property, plant and equipment 367,994
Right-of-use assets 348
Other intangible assets 1,580
Liabilities
Trade payables from related parties (49,785)
Other payables from related parties (222,879)
Other current liabilities (104)
Lease liabilities (355)
Net assets $ 599,000

The investments accounted for by the equity method and the share of profit or loss and other
comprehensive income of those investments for the years ended December 31, 2023 and 2022 were
based on the subsidiaries’ financial statements audited by auditors for the same years.

Investments in associates:

December 31
2023 2022
Associates that are not individually material $ 2435 $ 11,021

Aggregate information of associates that are not individually material:

For the Year Ended December 31

2023 2022
The Company’s share of
Net loss for the year $ (1.717) $ (5.828)
Total comprehensive loss for the year $ (1,717) $ (5,828)

The associate “Hongxuan Venture Capital Co., Ltd.” invested by the Company was dissolved and
liquidated in 2023 in accordance with the resolution made at the shareholders’ meeting. The relevant
liquidation procedures are still in progress.

Refer to Table 6 to the parent company only financial statements “Information on Investees” for the
nature of activities, principal places of business and countries of incorporation of the associates.
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12. PROPERTY, PLANT AND EQUIPMENT

Machinery and Other Property under
Freehold Land Buildings Equipment Equipment Construction Total
Cost
Balance at January 1, 2023 $ 390,593 $ 233327 $ 98,738 $ 387,157 $ 143,589 $ 1,253,404
Additions - 4,445 5,956 8,602 103,662 122,665
Disposals - - (4,409) (7,111) (240,378) (251,898)
Reclassification - 3.197 - 3.084 (108) 6.173

Balance at December 31, 2023 $ 390,593 $ 240,969 § 100,285 $ 391,732 $ 6,765 $ 1.130.344

Accumulated depreciation

Balance at January 1, 2023 $ - $ 133,730 $ 90,714 $ 358,278 $ - $ 582,722
Disposals - - (1,664) (7,111) - (8,775)
Depreciation expenses - 4,155 2.974 15,883 - 23,012
Balance at December 31, 2023 $ - $ 137885 $ 92,024 $ 367,050 $ - $ 596,959

Carrying amounts at

December 31, 2023 $ 390.593 $ 103,084 S 8,261 $ 24,682 $ 6,765 § 533385
Cost
Balance at January 1, 2022 $ 463,345 $ 632,905 $ 165,290 $ 410,175 $ 657 $ 1,672,372
Additions - 6,426 41,288 7,473 143,545 198,732
Disposals - (4,331) (21,014) (7,144) - (32,489)
Reclassification - 443 9,327 580 (613) 9,737
Transfers to investment

property - (56,112) - - - (56,112)
Split and transfer (72.752) (346,004) (96.153) (23.927) - (538.836)

Balance at December 31, 2022 $ 390,593 § 233327 S 98,738 $ 387,157 $ 143,589 $ 1,253,404

Accumulated depreciation

Balance at January 1, 2022 $ - $ 268,906 $ 135,057 $ 355,697 $ - $ 759,660
Disposals - (3,707) (15,766) (6,885) - (26,358)
Depreciation expenses - 15,104 14,472 23,384 - 52,960
Transfers to investment

property - (32,698) - - - (32,698)
Split and transfer - (113.875) (43.049) (13.918) - (170.842)
Balance at December 31, 2022 $ - $ 133,730 $ 90,714 $§ 358278 $ - $§ 582722

Carrying amounts at
December 31, 2022 $ 390,593 $ 99.597 $ 8,024 $ 28,878 $ 143,589 $ 670,682

The above items of property, plant and equipment used by the Company are depreciated on a straight-line
basis over the following estimated useful life as follows:

Buildings
Main building 50 years
Engineering system 10 years
Machinery and equipment 3-10 years
Other equipment 3-10 years

Property, plant and equipment pledged by the Company as collateral for long-term borrowings are set out in
Note 29 to the parent company only financial statement.
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13. LEASE ARRANGEMENTS

a. Right-of-use assets

Carrying amount

Land
Transportation equipment
Computer equipment

Additions to right-of-use assets

Depreciation charge for right-of-use assets
Land
Transportation equipment
Other equipment
Computer equipment

b. Lease liabilities

Carrying amounts

Current
Non-current

Range of discount rate for lease liabilities was as follows:

Current
Non-current

c. Material lease-in activities and terms

December 31
2023 2022
$ 7,165 $ 24,828
3,507 3,995
3.163 -
$ 13,835 $ 28,823
For the Year Ended December 31
2023 2022
10,296 31,153
$ 3,712 $ 3,690
1,991 1,442
- 198
_ 451 - -
$ 6,154 $ 5330
December 31
2023 2022
$ 5,790 $ 5,048
8,179 23,980
December 31
2023 2022

0.6%-5.007%  1.200%-5.007%
0.6%-5.007% 1.200%-5.007%

The Company leases certain land for the use of expanding of its plants and parking with lease terms of 2
to 10 years. Except the Company has the preferential rights to acquire the land leased in Tainan, which
is automatically renewed for one year upon the termination of the lease term, it does not have
preferential rights to acquire the remaining land leased upon the termination of the lease term. The
Company shall not sublease or transfer all or any part of the underlying asset without the lessor’s

consent.
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The Company leases transportation, computer equipment and other equipment for the use of
manufacturing and R&D with lease terms of 2 to 5 years. There agreement do not contain renewal or
purchase options at the end of these lease period.

d. Other lease information

For the Year Ended December 31

2023 2022
Expenses relating to short-term leases $ 3,495 § 5,614
Total cash (outflow) for leases $ (9,900) $ (11,099)

The Company leases of office equipment, transportation equipment, and other equipment qualify as
short-term leases. The Company has elected to apply the recognition exemption and thus, did not
recognize right-of-use assets and lease liabilities for these leases.

For the years ended December 31, 2023 and 2022, expenses relating to short-term leases also include

expenses relating to leases for which the lease terms end on or before December 31, 2023 and 2022 and
for which the recognition exemption is applied.

14. INVESTMENT PROPERTIES

Investment
Properties
Cost
Balance at January 1, 2023 $ 56,112
Balance at December 31, 2023 $ 56,112
Accumulated amortization
Balance at January 1, 2023 $ 32,944
Amortization expense 739
Balance at December 31, 2023 $ 33,683
Carrying amounts at December 31, 2023 $ 22,429
Cost
Balance at January 1, 2022 $ -
Transfers from property, plant and equipment 56,112
Balance at December 31, 2022 $ 56,112
Accumulated amortization
Balance at January 1, 2022 $ -
Transfers from property, plant and equipment 32,698
Depreciation expense 246
Balance at December 31, 2022 $ 32,944

Carrying amount at December 31, 2022 $ 23.168
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15.

The lease term for investment properties is 1 year. The lessee has a preferential right to acquire the
investment properties at the end of the lease.

The maturity analysis of lease payments receivable under operating leases of investment properties was as
follows:

December 31
2023 2022
Year 1 $ 5,183 $ 4467

Investment properties are depreciated using the straight-line method over their estimated useful lives as
follows:

Buildings 50 years

Investment properties pledged by the Company as collateral for long-term borrowings are set out in Note 29
to the parent company only financial statement.

OTHER INTANGIBLE ASSETS

Computer

Software
Cost
Balance at January 1, 2023 $ 91,326
Additions 11,925
Disposals (3,645)
Reclassified 953
Balance at December 31, 2023 $ 100,559
Accumulated amortization
Balance at January 1, 2023 $ 64,431
Amortization expense 11,020
Disposals (3.639)
Balance at December 31, 2023 $ 71,812
Carrying amounts at December 31, 2023 $ 28,747
Cost
Balance at January 1, 2022 $ 85,167
Additions 18,943
Disposals (6,389)
Split and transfer (6,395)
Balance at December 31, 2022 $ 91,326

(Continued)
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Computer

Software
Accumulated amortization
Balance at January 1, 2022 $ 66,526
Amortization expense 9,109
Disposals (6,389)
Split and transfer (4.815)
Balance at December 31, 2022 $ 64431
Carrying amount at December 31, 2022 $ 26,895

The above items of intangible assets are amortized on a straight-line basis over estimated useful life of 2 to
5 years.

16. BORROWINGS

a. Short-term borrowings

December 31
2023 2022
Unsecured borrowings
Bank borrowings S - $ 832,900
The range of interest rates - 1.70%-4.95%
b. Short-term bills payable
December 31
2023 2022
Commercial paper $ - $ 70,000
Less: Unamortized discounts on bills payable - (260)

$ - $ 69,740
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C.

Long-term borrowings

December 31
2023 2022
Unsecured borrowings
Bank borrowings $ 102,550 $ 980,150
Secured borrowings
Bank borrowings 185,834 752,025
Less: Discount long-term loans payable - current portion (117,417) (398,592)

$ 170,967 $ 1,333,583

The range of interest rates 2.000%- 1.2500%-

1))

2)

3)

2.7950% 2.6978%

On December 31, 2022, the Company had the short-term, bank borrowings with contract terms from
October 11, 2022 to March 21, 2023 with and the interest is paid monthly.

On December 31, 2023 and 2022, the Company had the long-term bank borrowings with contract
terms from April 7, 2021 to April 7, 2036, March 20, 2020 to April 7, 2036, respectively, with and
the interest is paid monthly.

The Company signed a joint credit agreement mainly hosted by Taiwan Shin Kong Commercial
Bank and co-sponsored by Yuanta Commercial Bank and Hua Nan Commercial Bank, along with 7
other banks in the agreement, on April 30, 2019. The contract period is 3 years with the total credit
limit of NT$1 billion, including NT$450 million of item A loan limit and NT$550 million for item
B loan limit, which will be used by Phihong to support the factory investment plan of PHV and
enrich the Company operating turnover fund. According to the loan contract in the joint loan case of
Taiwan Shin Kong Commercial Bank, Phihong shall maintain the following financial ratios during
the loan period (according to the annual and semi-annual consolidated financial report certified by
CPAs. The ratios are reviewed on a semi-annual basis):

a) The current ratio (current assets/current liabilities) shall not be less than 100%.
b) The net debt ratio (total debt/net tangible value) shall not be higher than 150%.

¢) The interest protection multiples [(Pre-tax profit + Depreciation + Amortization + Interest
expense)/Interest expense] shall be maintained at more than two times (inclusive).

d) Net tangible value (net value minus intangible assets) shall not be less than NT$4.5 billion.

On December 15, 2021, Phihong applied to extend the credit line of the loan agreement, which was
signed on April 30, 2019, from July 30, 2022 to July 30, 2024. The application has been approved
by the participating banks on March 1, 2022. The financial ratios and requirements above are
reviewed based on the annual and semi-annual consolidated financial statements audited by the
independent auditors, who the loan arranger recognized.
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As of December 31, 2021, the amount drawn down from the syndicated loan was $882,500
thousand, and Phihong failed to comply with the requirement regarding the times interest earned
ratio. Therefore, the period within the announcement dates of the second quarterly and annual
consolidated financial statements in 2021 was seen as the improvement period. During the period,
the violation regarding the requirement of the ratio above was not deemed as a default. In addition,
Phihong has paid the loan arranger service charges at the annual rate of 0.1% of the unused credit
line, based on the loan contract. However, on December 30, 2021, Phihong has applied for
exemption from the violation regarding the requirement of the ratios by reviewing the figures of the
consolidated financial statements for the year ended 2021 and received the approval of the
participating banks on March 1, 2022. As of December 31, 2023, Phihong has not violated the
aforementioned financial ratios and covenants.

As of June 30, 2023, Phihong failed to comply with the requirement of the loan agreement, signed
on April 30, 2019, regarding net debt ratio. The period within the announcement dates of the second
quarterly and annual consolidated financial statements in 2023 was seen as an improvement period.
During the period, the violation regarding the requirement of the ratio above was not deemed a
default. In addition, Phihong has paid the loan arranger service charges at the annual rate of 0.1% of
the unused credit line, based on the loan contract. As of December 31, 2023, Phihong has not
violated the aforementioned financial ratios and covenants.

For information on pledged properties and endorsements/guarans, refer to Notes 27 and 28 to the
parent company only financial statement.

4) Phihong signed a joint credit agreement mainly hosted by Taiwan Shin Kong Commercial Bank,
Shanghai Commercial and Savings Bank and Hua Nan Commercial Bank, and co-sponsored by
Taishin International Bank, Taipei Fubon Bank, Entie Commercial Bank, First Commercial Bank
and Chang Hwa Commercial Bank, total of 10 banks participating in the loan, on June 28, 2023.
The contract period is 3 years with a total credit limit of NT$3 billion, including NT$1.5 billion of
item A loan limit, NT$1 billion of item B loan limit and US$45 million of item C loan limit, which
will be used to repay outstanding financial liabilities and enrich medium-term working capital for
Phihong, ZTM and ZSH. As of December 31, 2023, the credit limit has not been used yet.
According to the loan contract in the joint loan case, Phihong Technology Co., Ltd. shall maintain
the following financial ratios during the loan period (according to the annual and semi-annual
consolidated financial statements with an accountant’s audit or review, which is to be reviewed
every half year):

a) The current ratio (current assets/current liabilities) shall not be less than 100%.
b) The net debt ratio (total debt/net tangible value) shall not be higher than 200%.

¢) The interest protection multiples [(Pre-tax profit + Depreciation + Amortization + Interest
expense)/Interest expense] shall be maintained at more than two times (inclusive).

d) Net tangible value (net value minus intangible assets) shall not be less than NT$4.5 billion.
For information on pledged properties and endorsements/guarantees, refer to Notes 27 and 28 to the
parent company only financial statement.

17. BONDS PAYABLE

December 31
2023 2022

Secured domestic bonds $ 699,092 $ 698,688
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Secured Domestic Bonds

On March 25, 2021, the Company issued 70 units of $10,000 thousand, A 5-year New Taiwan
dollar-denominated secured general corporate bond with a coupon rate of 0.6%, with an aggregate principal
of $700,000 thousand.

For information on pledged properties and endorsements/guarantees, refer to Notes 27 and 28 to the parent
company only financial statement.

18. OTHER PAYABLES

December 31

2023 2022
Payables for salaries and bonuses $ 98,440 $ 99,155
Payables for annual leaves 28,868 27,977
Employee compensation payable 28,702 13,462
Director compensation payable 5,741 2,692
Material purchased payable 812,829 1,439,233
Trade payables to related parties (Note 27) 84,245 93,154
Others 685.906 205,167

$ 1,744,731 $ 1,880,840

19. RETIREMENT BENEFIT PLANS

a.

Defined contribution plans

The Company adopted a pension plan under the Labor Pension Act (LPA), which is a state-managed
defined contribution plan. Under the LPA, the Company makes monthly contributions to employees’
individual pension accounts at 6% of monthly salaries and wages.

Defined benefit plans

The defined benefit plans adopted by the Company in accordance with the Labor Standards Act is
operated by the government of the ROC. Pension benefits are calculated on the basis of the length of
service and average monthly salaries of the 6 months before retirement. The Company contribute
amounts equal to 2-15% of total monthly salaries and wages to a pension fund administered by the
pension fund monitoring committee. Pension contributions are deposited in the Bank of Taiwan in the
committee’s name. Before the end of each year, the Company assesses the balance in the pension fund.
If the amount of the balance in the pension fund is inadequate to pay retirement benefits for employees
who conform to retirement requirements in the next year, the Company is required to fund the
difference in one appropriation that should be made before the end of March of the next year. The
pension fund is managed by the Bureau of Labor Funds, Ministry of Labor (the “Bureau”); the
Company has no right to influence the investment policy and strategy.
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The amounts included in the balance sheets in respect of the Company’s defined benefit plan are as

follows:

Present value of funded defined benefit obligation

Fair value of plan assets

Net defined benefit liability

Movements in net defined benefit liability (asset) were as follows:

Balance at January 1, 2023
Service cost
Current service cost
Past service cost and loss on settlements
Net interest expense (income)
Recognized in profit or loss
Remeasurement
Return on plan assets (excluding amounts
included in net interest)
Actuarial (gain) loss
Changes in demographic assumptions
Changes in financial assumptions
Experience adjustments
Recognized in other comprehensive income
Contributions from the employer
Benefits paid

Balance at December 31, 2023

Balance at January 1, 2022
Service cost
Current service cost
Past service cost and loss on settlements
Net interest expense (income)
Recognized in profit or loss
Remeasurement
Return on plan assets (excluding amounts
included in net interest)
Actuarial (gain) loss
Changes in demographic assumptions
Changes in financial assumptions
Experience adjustments
Recognized in other comprehensive income
Contributions from the employer
Benefits paid

Balance at December 31, 2022
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December 31

2023 2022
$ 93,833 $ 101,474
(61.814) (52.457)
32,019 49,017
Present Value Net Defined
of the Defined Benefit
Benefit Fair Value of Liabilities
Obligation the Plan Assets (Assets)
$ 101,474 $ (52.457) $ 49.017
(1,333) 998 (335)
1,522 (886) 636
189 112 301
- (288) (288)
2,437 - 2,437
(8.768) - 8,768)
(6,331) (288) (6,619)
- (10,680) (10,680)
(1,499) 1,499 -
$ 93,833 $ (61,814) 32,019
$ 141,424 $ (54,332) $ 87,092
332 - 332
(3,110) 2,433 (677)
707 (305) 402
(2,071) 2,128 57
- (4,038) (4,038)
(8,485) - (8,485)
(12,409) - 12.409)
(20,894) (4,038) (24.932)
- (13,200) (13,200)
(16,985) 16,985 -
$ 101,474 $ (52,457) $ 49,017




Through the defined benefit plans under the Labor Standards Act, the Company is exposed to the
following risks:

1) Investment risk: The plan assets are invested in domestic and foreign equity and debt securities,
bank deposits, etc. The investment is conducted at the discretion of the Bureau or under the
mandated management. However, in accordance with relevant regulations, the return generated by
plan assets shall not be below the interest rate for a 2-year time deposit with local banks.

2) Interest risk: A decrease in the bond interest rate will increase the present value of the defined
benefit obligation; however, this will be partially offset by an increase in the return on the plans’
debt investments.

3) Salary risk: The present value of the defined benefit obligation is calculated using the future salaries
of plan participants. As such, an increase in the salaries of the plan participants will increase the
present value of the defined benefit obligation.

The actuarial valuations of the present value of the defined benefit obligation were carried out by
qualified actuaries. The significant assumptions used for the purposes of the actuarial valuations are as
follows:

December 31
2023 2022
Discount rate 1.250% 1.50%
Expected rate(s) of salary increase 3.75% 3.75%

If possible reasonable changes in each of the significant actuarial assumptions will occur and all other
assumptions will remain constant, the present value of the defined benefit obligation will increase
(decrease) as follows:

December 31
2023 2022

Discount rate

0.25% increase $ (2,391) $ (2,470)

0.25% decrease $ 2478 $ 2,561
Expected rate of salary increase

0.25% increase $ 2378 $ 2464

0.25% decrease $ (2,308) $ (2,390)

The above sensitivity analysis may not be representative of the actual changes in the present value of
the defined benefit obligation as it is unlikely that changes in assumptions will occur in isolation of one
another as some of the assumptions may be correlated.

December 31
2023 2022
Expected contributions to the plan for the next year $ 10,680 $ 13,200

Average duration of the defined benefit obligation 10.4 years 9.9 years
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20. EQUITY

a.

Share capital

Ordinary shares

December 31
2023 2022
Number of shares authorized (in thousands) 600,000 600,000
Shares authorized $ 6,000,000 $ 6,000,000
Number of shares issued and fully paid (in thousands) 431,208 375,208
Shares issued $ 4312,084 § 3,752,084

Fully paid ordinary shares, which have a par value of NT$10, carry one vote per share and carry a right
to dividends.

Considering the long-term cooperation with strategic investors, improvement in financial structure and
enhancement of operational efficiency, the Company held the special meeting of shareholders for the
private placement of its ordinary shares on December 16, 2021. In the meeting, the shareholders of the
Company resolved the proposal and authorized the board of the directors to carry out the non-public
offering twice, of which the shares to be issued should not exceed 37,520 thousand shares in total,
within one year from the resolution date of the special meeting of shareholders.

On December 22, 2021, the board of directors resolved the specific subscriber for the offering of 37,520
thousand shares and the date, December 24, 2021, as the subscription base date. The share price of the
private placement is determined by the highest price determined based on two pricing models, (a) one
of simple arithmetic means of the closing prices of 1, 3, and 5 business days before the pricing date,
after the adjustments for any distribution of stock dividends and cash dividends and capital reduction,
(b) simple arithmetic means of the closing prices of 30 business days before the pricing date, after the
adjustments for any distribution of stock dividends, cash dividends and capital reduction. Thus, the
reference price for the private placement is $44.73 per share. Then, the subscription price is determined
as $40.26 per share, 90 percent of the reference price. The private placement has been completed on
December 24, 2021, and legally registered on March 23, 2022.

In accordance with Article 43-8 of the Securities and Exchange Act, the above ordinary shares of the
private placement can be publicly traded after 3 years from the acquisition date and applying for the
public offering. Except for the prohibition an public trade, those who shares have the same rights and
obligations as those who own the outstanding shares.

To enrich working capital, the board of directors resolved to issue 56 million shares each with a par
value of NT$10, at NT$49.8 per share during the meeting on July 31, 2023. The above transaction was
approved by the authorities and the subscription base date was determined to be October 27, 2023. On
October 26, 2023, the full amount has been collected. Moreover, the capital change registration was
completed on November 24, 2023.
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b. Capital surplus

May be used to offset a deficit, distributed as cash dividends, or
transferred to share capital

December 31

Issuance of common shares

2023

§ 3,745,633

2022

$ 1,379,472

Conversion of bonds 667,058 667,058
Treasury share transactions 48 234 48,234
Expired employee stock warrants 33,789 -
Interest payable on bond conversion 13,243 13,243
Adjustment to share of change in equity of associates 61 -

May be used to offset a deficit only

71.365

$ 2,179,372

71.365

$ 4,579,383

Treasury share transactions

The capital surplus arising from shares issued in excess of par (including share premium from issuance
of common shares, conversion of bonds and treasury share transactions) and donations, may be used to
offset a deficit. In addition, when the Company has no deficit, such capital surplus may be distributed as
cash dividends or transferred to share capital (limited to a certain percentage of the Company’s capital
surplus and once a year).

c. Retained earnings and dividend policy

Under the dividend policy as set forth in the amended Articles, where the Company made profit in a
fiscal year, the profit shall be first utilized for paying taxes, offsetting losses of previous years, setting
aside as legal reserve of 10% of the remaining profit, setting aside or reversing a special reserve in
accordance with the laws and regulations, 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 should be resolved in the sharcholders’ meeting for the distribution of
dividends and bonuses to shareholders. For the policies on the distribution of employees’ compensation
and remuneration of directors after the amendment, refer to “Employees’ compensation and
remuneration of directors” in Note 22-g to the parent company only financial statement.

Appropriation of earnings to legal reserve shall be made until the legal reserve equals the Company’s
paid-in capital. The legal reserve may be used to offset deficit. If the Company has no deficit and the
legal reserve has exceeded 25% of the Company’s paid-in capital, the excess may be transferred to
capital or distributed in cash.

When a special reserve is appropriated, the special reserve is only appropriated from the sum of net

profit for current period and items other than net profit that are included directly in the unappropriated
earnings for current period is used if the prior unappropriated earnings is not sufficient.
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The appropriations of earnings for 2022 and the deficit compensation for 2021 that had been resolved
by the shareholders in their meeting on June 9, 2023 and June 8, 2022, were as follows:

Appropriation Deficit
of Earnings Compensation
For the Year For the Year
Ended Ended
December 31, December 31,
2022 2021
Legal reserve § 9,127 $ 316,824
Special reserve $ 82,146

The appropriation of earning for 2023, which were proposed by the Company’s board of directors on
March 7, 2024, were as follows:

For the Year
Ended
December 31,
2023

Legal reserve $ 26,785
Special reserve $ 54,514

The appropriation of earning for 2023 will be resolved by the shareholders in their meeting to be held
on June 12, 2024.

Special reserves

On the first-time adoption of IFRS Accounting Standards, the Company transferred $10,968 thousand
and $250,296 thousand of unrealized revaluation increment and cumulative translation exchange
differences on translating the financial statements of foreign operations to retained earnings,
respectively. Because the increase in the retained earnings resulting from the firs-time adoption of IFRS
Accounting Standards could not fulfill the appropriation for the special reserves generated from the
revaluation and translation differences, Phihong appropriated the amount of $230,859 thousand, the
increase in retained earnings from all IFRS Accounting Standards adjustments to the special reserve.

Other equity items
1) Exchange difference on translating the financial statements of foreign operations

For the Year Ended December 31

2023 2022
Balance, beginning of period $ (244,171) $ (523,866)
Exchange differences on the translating of the financial
statements of foreign operations (49.295) 279,695

Balance, end of period $ (293,466) $ (244,171)
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2) Unrealized valuation gains (loss) on financial assets at FVTOCI

For the Year Ended December 31

2023 2022

Balance, beginning of period $ (80,339) $ (88,412)
Current generation

Unrealized loss - equity instruments 7,604 743

Share from subsidiaries accounted for using the equity

method (1.317) 7.330
Balance, end of period $ (74.052) $ (80,339)
21. REVENUE

For the Year Ended December 31

2023 2022
Revenue from contracts with customers
Revenue from the sale of goods (Note 28) $§ 6,098,140 $ 11,202,956
Contract balances
December 31
2023 2022
Contract liabilities
Contract liabilities - current (Note 28) § 29937 $ 148,483

22. NET PROFIT (LOSS) CONTINUING OPERATIONS
a. Interest income

For the Year Ended December 31

2023 2022
Bank deposits $ 43,566 $ 11,906
Loans interest from related parties 1,485 177
Others - 188

45,051 12,271

b. Other income

For the Year Ended December 31

2023 2022
Sample revenue (Note 28) $ 15,454 $ 70,438
Rental income (Note 28) 7,059 2,233
Dividend income 7,477 2,995
Others 134,664 121,491

§ 164,654 $ 197,157
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C.

Other gains and losses

Net foreign exchange (losses) gains

Gain (loss) on disposal of property, plant and equipment
Gain on lease modification

Others

Depreciation and amortization

Property, plant and equipment
Investment properties
Right-of-use assets

Computer software

An analysis of depreciation by
Operating costs
Operating expenses

An analysis of amortization by
Operating costs
Operating expenses

Finance costs

Bank loans interest
Bonds payable interest
Lease liabilities interest
Others
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For the Year Ended December 31

2023

§ (14,749)
841
287

)
$ (13,622)

2022

$ 125,058
(2,706)

(585)
$ 121,767

For the Year Ended December 31

2023
$ 23,012
739

6,154
11,020

$ 40,925

$ 824
29,081

$ 29,905

$ 186
10.834

$ 11,020

2022
§ 52,960
246

5,330
9.109

$ 67,645

§ 5,163
53,373

$ 58,536

$ 93

9.016

$ 9,109

For the Year Ended December 31

2023

$ 66,731
10,590
467
1,548

$ 79,336

2022

$ 45,817
9,094
327
2.309

$ 57,547



f. Employee benefits expense

For the Year Ended December 31

2023 2022

Short-term employee benefits $ 575,619 $ 569,592
Post-employment benefits (Note 19)

Defined contribution plans 17,737 22,168

Defined benefit plans 301 58
Total employee benefits expense $ 593,657 $ 591,818
An analysis of employee benefits expense by function

Operating costs $ 36,388 $ 54,945

Operating expenses 557.269 536,873

593,657 591,818

g. Employees’ compensation and remuneration to directors
The Company’s accrued employees’ compensation and remuneration of directors at the rates no less
than 10% and no higher than 2%, respectively, of net profit before income tax, employees’
compensation, and remuneration of directors. The compensation of employees and the remuneration of
directors for the years ended December 31, 2023 and 2022 are as follows:

Accrual rate

For the Year Ended December 31

2023 2022
Compensation of employees 10% 10%
Remuneration of directors 2% 2%
Compensation of employees $ 28,702 $ 13,462
Remuneration of directors 5,741 2,692

If there is a change in the proposed amounts after the annual standalone financial statements are
authorized for issue, the differences are recorded as a change in accounting estimate.

Information on the compensation of employees and remuneration of directors resolved by the
Company’s board of directors in 2023 and 2022 is available at the Market Observation Post System
website of the Taiwan Stock Exchange.

h. Gain or loss on foreign currency exchange

For the Year Ended December 31

2023 2022
Foreign exchange gains $ - $ 125,058
Foreign exchange losses (14.749) -

Net (loss) gain $ (14,749) $ 125,058
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23. INCOME TAXES RELATING TO CONTINUING OPERATIONS

a.

Income tax recognized in profit or loss
Major components of income tax expense (benefit) were as follows:

For the Year Ended December 31

2023 2022
Current tax
In respect of the current period $§ 8,819 $ 84,553
Adjustments for prior year (18,623) (19)
Deferred tax
In respect of the current period (166) (21,237)
Income tax expense (benefit) recognized in profit or loss $ (9,970) $ 63,297

A reconciliation of accounting profit and income tax expense (benefit) is as follows:

For the Year Ended December 31

2023 2022

Profit before tax from continuing operations $ 252,581 $ 134,624
Income tax expense calculated at the statutory tax rate $ 50516 $ 26,925
Share of profit or loss of subsidiaries associates and joint

ventures (84,195) 94,312
Nondeductible expenses in determining taxable income 6,359 5,824
Tax-exempt income (1,495) -
Land value increment tax 8,819 -
Unrecognized loss carryforwards and deductible temporary

differences 20,612 (42,508)
Other income tax adjustments 8,203 -
Adjustments for prior years’ tax (18,623) (19)
Deductible temporary differences (166) (21,237)
Income tax (gain) expense recognized in profit or loss $ (9,970) $ 63,297

Income tax recognized in other comprehensive income

For the Year Ended December 31

2023 2022
Deferred tax
In respect of the current year
Remeasurement of defined benefit plans $ 1324 § 4986

Total income tax recognized in other comprehensive income $ 1,324 $ 4986
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C.

Current tax assets and liabilities

December 31
2023 2022
Current tax assets
Tax refund receivable $ 49,057 $ -
Current tax liabilities
Income tax payable b - $ 83,393

Deferred tax assets and liabilities
The movements of deferred tax assets and deferred tax liabilities were as follows:

For the year ended December 31, 2023

Recognized in

Balance, Other
Beginning of Recognizedin  Comprehensive Balance, End of
Year Profit or Loss Income Year
Deferred tax assets
Temporary differences
Allowance to reduce inventory
to market $ 946 $ (07 $ - $ 739
Gross profit 7,834 (604) - 7,230
Pension cost 19,162 2,009 - 21,171
Loss carryforwards 18,624 (18,624) - -
Others 10,927 3.208 (1.324) 12,811
$ 57,493 $(14,218) $ (1,324) $ 41,951
Deferred tax liabilities
Temporary differences
Unrealized investment gains $ 44.649 $(14.384) $ - $ 30,265
For the year ended December 31, 2022
Recognized in
Balance, Other
Beginning of Recognizedin  Comprehensive Balance, End of
Year Profit or Loss Income Year
Deferred tax assets
Temporary differences
Allowance for inventory
valuation $ 3,910 $ (2,964) $ - $ 946
Unrealized gross profit 15,870 (8,036) - 7,834
pension cost 16,670 2,492 - 19,162
Tax Loss 16 18,608 - 18,624
Others 16,648 (735) (4.986) 10,927
$ 53,114 $ 9,365 $ (4,986) $ 57,493
(Continued)
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24,

25.

Recognized in

Balance, Other
Beginning of Recognized in  Comprehensive Balance, End of
year Profit or Loss Income Year
Deferred tax liabilities
Temporary differences
Unrealized investment gains $ 56,520 11,871) s - 44,649

e. Deductible temporary differences, unused loss carryforwards for which no deferred tax assets have been
recognized in the balance sheets

December 31
2023 2022
Loss carryforwards $ - $ 110,007

f. Income tax assessments

The Company’s income tax returns through 2021 have been assessed by the authorities.

SHARE-BASED PAYMENT

On August 25, 2023, the Company obtained approval from the Financial Supervisory Commission to issue
56,000 thousand shares for capital increase by cash. As per decision of the board of directors, 15% of the
new shares were reserved for employee subscription. On September 5, 2023, the Company confirmed the
number of shares subscribed by employees. The date is seemed as the grant date for recognizing the fair
value of share-based compensation expense by the Black-Scholes option pricing model, and accordingly,
increased the capital surplus by NT$176,400 thousand.

EARNINGS PER SHARE
Unit: NT$ Per Share
For the Year Ended December 31
2023 2022
Basic earnings per share $ 0.68 0.19
Diluted earnings per share $ 0.68 0.19

The earnings and weighted average number of ordinary shares outstanding used in the computation of
earnings per share were as follows:

Net Profit for the Year
For the Year Ended December 31
2023 2022
Profit used in the computation of basic earnings per share $ 262,551 § 71327

Profit used in the computation of diluted earnings per share $ 262,551 § 71,327
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Ordinary Shares Qutstanding
Unit: In Thousands of Shares

For the Year Ended December 31

2023 2022
Weighted average number of ordinary shares used in computation of
basic earnings per share 384,567 375,208
Effect of potentially dilutive ordinary shares
Compensation of employee 477 341
Weighted average number of ordinary shares used in the
computation of diluted earnings per share 385,044 375,549

26. CAPITAL MANAGEMENT
The Company manages its capital to ensure that entities in the Company will be able to continue as going
concerns while maximizing the return to stakeholders through the optimization of the debt and equity
balance. The Company’s overall strategy remains unchanged.
The capital structure of the Company consists of net debt (borrowings offset by cash and cash equivalents)
and equity attributable to owners of the Company (comprising issued capital, reserves, retained earnings

and other equity).

The Company is not subject to any externally imposed capital requirements.

27. FINANCIAL INSTRUMENTS
a. Fair value of financial instruments measured at fair value on a recurring basis

1) Fair value hierarchy

December 31, 2023

Level 1 Level 2 Level 3 Total
Financial assets at FVTOCI
Investments in equity
instruments at FVTOCI
Domestic unlisted equity $ - $ - $ 120,132 $ 120,132
December 31, 2022
Level 1 Level 2 Level 3 Total

Financial assets at FVTOCI

Investments in equity
instruments at FVTOCI
Domestic unlisted equity $ - $ - § 96,270 $ 96,270
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There were no transfers between Levels 1 and 2 in the current and prior periods.

2) Reconciliation of Level 3 fair value measurements of financial instruments

December 31
2023 2022
Financial assets
Balance, beginning of period $ 96,270 $ 82,231
Recognized in other comprehensive income (unrealized gain
(loss) on financial assets at FVTOCI) 7,604 743
Additions 21,000 16,000
Repayment from capital reduction (4.742) (2.704)
Balance, end of period $ 120,132 $ 96,270
b. Categories of financial instruments
December 31
2023 2022
Financial assets
Financial assets at amortized cost (1) $ 3,414,446 $ 4,698,790
Financial assets at FVTOCI
Equity instruments 120,132 96,270
Financial liabilities
Financial liabilities at amortized cost (2) 2,798,826 5,441,842

1) The balances included cash and cash equivalents, financial assets measured at amortized cost, notes
receivable, trade receivables, trade receivables from related parties, other receivables, other
receivables from related parties and refundable deposits.

2) The balances included short-term borrowings, short bills payable, contract liabilities, trade payables,
trade payables to related parties, other payables, bonds payable, long-term borrowings, lease
liabilities and guarantee deposits received.

c. Financial risk management objectives and policies

The Company’s major financial instruments included cash and cash equivalents, financial assets
measured at amortized cost, equity instruments, notes receivable, trade receivables, trade receivables
from related parties, other receivables, other receivables from related parties, refundable
deposits/guarantee deposits received, short-term borrowings, short bills payable, contract liabilities,
trade payables, trade payables to related parties, other payables, long-term borrowings, bonds payable
and lease liabilities. The Company’s corporate treasury function provides services to the business,
coordinates access to domestic and international financial markets, monitors and manages the financial
risks relating to the operations of the Company through internal risk reports which analyze exposures by
degree and magnitude of risks. These risks include market risk (including foreign currency risk and
interest rate risk), credit risk and liquidity risk.
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1) Market risk

The Company’s operating activities expose it primarily to the financial risks of changes in foreign
currency exchange rates (see a) below) and interest rates (see b) below).

a)

b)

Foreign currency risk

The Company had foreign currency sales and purchases, which exposed the Company to foreign
currency risk. The Company believed that its foreign currency assets and liabilities were not
significantly exposed to foreign currency risk. Thus, after assessing its balance of foreign
currency assets and liabilities, it did not hedge the risk and did not adopt hedge accounting.

The carrying amounts of the Company’s foreign currency denominated monetary assets and
monetary liabilities and of the derivatives exposed to foreign currency risk at the end of the

reporting period are set out in Note 31 to the parent company only financial statements.

Sensitivity analysis

The Company was mainly exposed to the USD and RMB.

The following table details the Company’s sensitivity to a 1% increase and decrease in New
Taiwan dollars (the functional currency) against the relevant foreign currencies. The sensitivity
analysis is for a 1% change in foreign currency rates and included only outstanding foreign
currency denominated monetary items at the end of the reporting period. A positive number
below indicates a decrease in pre-tax profit (loss) when New Taiwan dollars strengthen by 1%
against the relevant currency. For a 1% weakening of New Taiwan dollars against the relevant
currency, there would be an equal and opposite impact on pre-tax profit (loss) and the balances
below would be negative.

For the Year Ended December 31

2023 2022

USD $ 17,435 $ 23,164
RMB 4 4

Interest rate risk
The Company was exposed to fair value interest rate risk and cash flow interest rate risk from
long-term, short-term borrowings, short bills payable, bonds payable and lease liabilities at both

fixed and floating interest rates.

The carrying amounts of the Company’s financial liabilities with exposure to interest rates at the
end of the reporting period were as follows:

December 31

2023 2022

Fair value interest rate risk

Financial liabilities $ 713,061 $ 2,130,357
Cash flow interest rate risk

Financial liabilities 288,384 1,232,176
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2)

3)

Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in
financial loss to the Company. At the end of the reporting period, the Company’s maximum
exposure to credit risk could be equal to the carrying amount of the respective recognized financial
assets as stated in the parent company only balance sheets.

According to the Company’s policy, the Company only transacts with creditworthy counterparties.
In the case that overdue receivables may result to the risks on financial losses, the Company usually
obtains the collateral to mitigate the risks. The Company continuously monitors the risk exposure
and the credit ratings of the counterparties. In addition, to control the credit risk exposure, the
Company transacts with many creditworthy customers and assigns personnel to annually review and
approve their credit limits.

Trade receivables generate from a large number of customers, who vary from the industries and
geographical areas. The Company continuously evaluate the customers’ financial performances to
ensure the collection of the trade receivables. In addition, if necessary, the Company purchases the
insurance to secure the trade receivables.

Liquidity risk

The Company manages liquidity risk by monitoring and maintaining a level of cash and cash
equivalents deemed adequate to finance the Company’s operations and mitigate the effects of
fluctuations in cash flows. In addition, management monitors the utilization of bank borrowings and
ensures compliance with loan covenants.

The Company relies on bank borrowings as a significant source of liquidity. As of December 31,
2023 and 2022, the Company had available unutilized bank loan facilities set out in (b) below.

a) Liquidity and interest rate risk tables for non-derivative financial liabilities

The following table details the Company’s remaining contractual maturity for its non-derivative
financial liabilities with agreed repayment periods. The table had been drawn up based on the
undiscounted cash flows of financial liabilities from the earliest date on which the Company can
be required to pay. The table included both interest and principal cash flows. Specifically, bank
loans with a repayment on demand clause were included in the earliest time band regardless of
the probability of the banks choosing to exercise their rights. The maturity dates for other
non-derivative financial liabilities were based on the agreed repayment dates.

December 31, 2023
On Demand
or Less than
1 Year 1to3 Years Over 3 Years Total
Non-derivative financial
liabilities
Non-interest bearing $ 1,180,692 $ - 3 - $ 1,180,692
Lease liabilities 5,790 7,016 1,163 13,969
Variable interest rate
instrument 117,417 29,733 141,234 288,384
Fixed interest rate instrument - - 699,092 699,092

$ 1,303,899 § 36,7499 $§ 841489 § 2,182,137
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b)

Further information on the maturity analysis of the above lease liabilities was as follows:

Less than
1 Year 1 to 5 Years
Lease liabilities $ 5,790 $ 8,179
December 31, 2022
On Demand
or Less than
1 Year 1to3 Years Over 3 Years Total
Non-derivative financial
liabilities
Non-interest bearing $ 1,810,053  $ - 3 - $ 1,810,053
Lease liabilities 5,048 8,356 15,624 29,028
Variable interest rate
instrument 566,592 509,483 156,101 1,232,176
Fixed interest rate instrument 734,640 668,000 698,688 2,101,328

$ 3116333 $§ 1185839 $§ 870413 $ 5,172,585

Further information on the maturity analysis of the above lease liabilities was as follows:

Less than
1 Year 1 to 5 Years
Lease liabilities $ 5,048 $ 23,980
Financing facilities
December 31
2023 2022

Unsecured bank facilities:

Amount used $ 120,996 $ 1,882,520

Amount unused 4,430,269 1,520,755

$ 4551265 $ 3.403.275

Secured bank facilities:
Amount used $ 185,833 $ 721,760
Amount unused 537,167 261,240

$ 723,000 $ 983,000
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28. RELATED-PARTY TRANSACTIONS

a. The Company’s related parties and relationship

Related Party Relationship with the Company
Phihong USA Corp. (PHA) Subsidiaries
Phihong Technology Japan Co., Ltd. (PHJ) Subsidiaries
Phihong Vietnam Co., Ltd. (PHV) Subsidiaries
Dongguan Phitek Electronics Co., Ltd. (PHP) Subsidiaries
Phihong Electronics (Suzhou) Co., Ltd. (PHZ) Subsidiaries
Jin-Sheng-Hong (Jiangxi) Electronics Co., Ltd. (PHE) Subsidiaries
Dongguan Shuang-Ying Electronics Co., Ltd. (PHSY) Subsidiaries
Yanghong Trade (Shanghai) Co., Ltd. (PHYL) Subsidiaries
Zerova Technologies Taiwan Limited. (ZTM) Subsidiaries
Zerova Technologies SG Pte. Ltd. (ZSH) Subsidiaries
Zerova Technologies Europe B.V. (ZNS) Subsidiaries
Spring City Resort Co., Ltd. Associates
Hua Jung Components Co., Ltd. Other related parties
Heng Hui Co., Ltd. (Note) Other related parties
TCC Energy Storage Technology Corporation Related party
Peter Lin Phihong’s chairman
Kevin Lin Related party
Jayce Lin Related party
Peggy Wu Related party

Note: There are no related persons since the fourth quarter of 2023.
b. Sales of goods

Related Parties Category/  For the Year Ended December 31

Item Name 2023 2022
Operating revenue Subsidiaries
PHA $ 2,364,693 $ 3,478,124
Others 239,204 270,016

$ 2,603,897 § 3,748,140

Service revenue Subsidiaries

ZSH $ 2,950 $ 72,818

The prices of finished goods sold by the Company to related parties were determined by the product
type, cost, market price, market competition, etc., while based on mutual agreement.
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c. Purchase of goods

For the Year Ended December 31

Related Parties Category 2023 2022
Subsidiaries
PHC $ 2,650,049 $ 6,886,450
PHV 2,210,514 1,841,334
Others 662,517 1,191,709

$ 5,523,080 $ 9.919,493

The purchase price of the Company from the above-mentioned related parties is based on factors such
as product type, cost, market price, and market competition, and is not significantly different from that
of ordinary manufacturers.

d. Contract liabilities

December 31
Related Parties Category/Name 2023 2022
Related party b 12,606 $ 20,526
e. Receivables from related parties
Related Parties Category/ December 31
Item Name 2023 2022
Trade receivables Subsidiaries
PHA $ 102,716 $ 345,633
Others 51,436 49,964
$ 154,152 $§ 395,597
Other receivables Subsidiaries
PHC $ 237,299 $ 550,063
PHV 257,631 473,790
ZT™M - 167,447
Others 5,693 145,459

$ 500,623 $ 1,336,759

No allowance for impairment loss has been recognized from related parties as of December 31, 2023
and 2022. Other receivables from related parties are primarily loans to related parties and receivables
from related parties for the purchase of materials on their behalf.



f. Payables to related parties

Related Parties Category/ December 31
Item Name 2023 2022

Trade payables Subsidiaries
ZSH $ - $ 44,008
ZT™ 12,583 -
Others 196 174
12,779 44,182
Other related parties 23 383
$ 12,802 $ 44,565

Other payables Subsidiaries
PHP $ 73,299 $ 16,201
PHSY 6,587 15,831
Others 3.543 2,990
83.429 35,022

Other related parties

Heng Hui Co., Ltd. - 56,274
Others 920 1.858

920 58,132

$ 84,349 $ 93,154

The abovementioned other payables to related parties are primarily payables to related parties for the
purchase of materials on our behalf.

g. Operating expenses

For the Year Ended December 31
Item Related Parties Category 2023 2022

Operating expenses Related party $ 9,861 $ 8,752

h. Rental agreement

Operating lease

The Company leases buildings to its subsidiary ZTM under an operating lease for a period of one year
at a fixed monthly rental payment based on the lease agreement with reference to the rental rate of
similar assets. The total amount of lease payments to be received in the future is $5,183 thousand. The
lease income recognized in 2023 was $7,059 thousand.

i. Loans to related parties

December 31
Related Parties Category 2023 2022

ZNS $ - $ 30,899
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Interest income

For the Year Ended December 31
Related Parties Category 2023 2022

ZNS $ - $ 177

The Company provides long-term unsecured loans to the subsidiary, ZNS, at interest rates similar to
market rates.

Endorsements and guarantees

December 31
Related Parties Category 2023 2022
Subsidiaries
PHV
Amount endorsed $ 276,345 $ 61,450
Amount utilized $ 61,410 $ 61,450
ZTM
Amount endorsed $ 1,700,000 $ 600,000
Amount utilized $ - $ -
ZSH
Amount endorsed $ 1,581,308 $ -
Amount utilized $ - $ -

Other transactions with related parties

The Company’s chairman served as the joint guarantor for the Company’s short-term borrowings, short
bills payable, bonds payable and long-term borrowings. As of December 31, 2023 and 2022, the
amounts of the borrowings were $987,476 thousand and $3,333,504 thousand, respectively.

Others
December 31
Item Related Parties Category 2023 2022
Non-operating income sample Related party 3 - S 29,580
revenue

. Remuneration of key management personnel

The types and amounts of the remuneration of directors and other members of key management
personnel were as follows:

For the Year Ended December 31

2023 2022

Short-term benefits $ 29,625 $ 43,981
Post-employment benefits 324 806

$ 29,949 $ 44,788

The remuneration of directors and key executives is determined by the remuneration committee based
on the performance of individuals and market trends.



29.

30.

31.

ASSETS PLEDGED AS COLLATERAL OR FOR SECURITY

The following assets of the Company have been provided as collateral for the project performance bond,
bank loan, domestic secured corporate bonds, and money lodged at courts:

December 31
2023 2022
Financial assets at amortized cost - non-current (Note 8) $ 10,500 $ 22,030
Land 390,593 390,593
Buildings 103,084 99,597
Investment properties 22.429 23.168

$ 526,606 § 535,388

SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNIZED COMMITMENTS

The Company’s unrecognized commitments were as follows:

December 31
2023 2022
Acquisition for property, plant and equipment
The amount of signed contract $ 1,216,885 $ 226,547
Unpaid amount 975,308 58,409

SIGNIFICANT ASSETS AND LIABILITIES DENOMINATED IN FOREIGN CURRENCIES

The Company’s significant financial assets and liabilities denominated in foreign currencies aggregated by
the foreign currencies other than functional currencies of the entities in the Company and the related
exchange rates between the foreign currencies and the respective functional currencies were as follows:

December 31, 2023

Foreign
Currency Carrying
(In Thousands) Exchange Rate Amount
Financial assets
Monetary items
USD $ 84,582 30.70500 $ 2,597,034
RMB 101 4.32623 438
Non-monetary items
Investments accounted for using equity method
uUsSD 262,344 30.70500 8,055,277
JPY 1,046,670 0.21525 225,296

Financial liabilities

Monetary items
USD 27,932 30.70500 853,511
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December 31, 2022

Foreign
Currency Carrying
(In Thousands) Exchange Rate Amount
Financial assets
Monetary items
USD $ 134,776 30.72500 $ 4,140,997
RMB 101 4.40230 446
Non-monetary items
Investments accounted for using equity method
USD 188,232 30.72500 5,783,421
JPY 340,912 0.22946 78,226
Financial liabilities
Monetary items
USD 59,385 30.725 1,824,593

Note: The exchange rate is the amount per unit of foreign currency converted into New Taiwan dollars.

32. SEPARATELY DISCLOSED ITEMS
a. Information about significant transactions and investees
1) Financing provided to others (Table 1)
2) Endorsements/Guarantees Provided. (Table 2)

3) Marketable securities held (excluding investment in subsidiaries, associates and joint ventures).
(Table 3)

4) Marketable securities acquired and disposed of at costs or prices of at least NT$300 million or 20%
of the paid-in capital. (None)

5) Acquisition of individual real estate at costs of at least NT$300 million or 20% of the paid-in
capital. (None)

6) Disposal of property 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 4)

8) Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in
capital. (Table 5)

9) Trading in derivative instruments. (None)

10) Information on investees. (Table 6)
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b. Information on investments in 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 period, repatriations of investment income, and limit on the amount of
investment in the mainland China area. (Table 7)

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: (Table 8)

a) The amount and percentage of purchases and the balance and percentage of the related payables
at the end of the period.

b) The amount and percentage of sales and the balance and percentage of the related receivables at
the end of the period.

¢) The amount of property transactions and the amount of the resultant gains or losses.

d) The balance of negotiable instrument endorsements or guarantees or pledges of collateral at the
end of the period and the purposes.

e) The highest balance, the end of period balance, the interest rate range, and total current period
interest with respect to financing of funds.

f) Other transactions that have a material effect on the profit or loss for the period or on the
financial position, such as the rendering or receiving of services.

c. Information of major shareholders: List all 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
(Table 9)

33. SEGMENT INFORMATION

The Company has disclosed the segment information in the consolidated financial statements, and does not
disclose relevant information in the parent company only financial statements.
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TABLE 1

PHIHONG TECHNOLOGY CO., LTD.

FINANCING PROVIDED TO OTHERS
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

No Financial Statement Highest Balance for Actual Borrowin, Nature of Business Reasons for Allowance for Collateral Financing Limit for Aggregate
(No te‘ n Lender Borrower Account Related Party e the Period Ending Balance Amount € | Interest Rate Financing Transaction Short-term Impairment Loss It Val Each Borrower Financing Limit Note
(Note 2) Amount Financing P em alue (Notes 3 and 4) (Notes 3 and 4)
0 PHT ZSH Other receivables from Yes $ 844388 | $ 307,050 | $ - | 3.00%-6.50% 2 $ - |Capital movement $ - - $ -1 8 1,881,983 | $ 3,763,967
related parties (US$  27,500,000) | (US$ 10,000,000)
ZCM ” ” 921,150 460,575 - | 3.00%-6.50% ” - " - - - 1,881,983 3,763,967
(US$  30,000,000) | (US$ 15,000,000)
ZCS ” ” 153,525 - - 3.00% ” - " - - - 1,881,983 3,763,967
(US$  5,000,000) | (USS -)
ZAS ” ” 245,640 92,115 - | 3.00%-6.50% ” - " - - - 1,881,983 3,763,967
(US$  8,000,000) [ (US$  3,000,000)
ZNS ” ” 199,583 46,058 - | 3.00%-6.50% ” - " - - - 1,881,983 3,763,967
(US$  6,500,000) | (US$  1,500,000)
AN ” ” 153,526 76,763 - | 3.00%-6.50% ” - " - - - 1,881,983 3,763,967
(US$  5,000,000) [ (US$  2,500,000)
PHJ " " 64,575 - - 1.50% " - " - - - 1,881,983 3,763,967
(JPY 300,000,000) | JPY )
1 PHC PHP ” ” 216,312 - - 4.35% ” - " - - - 2,044,688 2,044,688
(RMB 50,000,000) | (RMB -
PHE ” ” 43,262 43,262 43,262 4.90% ” - " - - - 2,044,688 2,044,688
(RMB 10,000,000) | (RMB 10,000,000)
2 PHZ PHP ” ” 2,011,697 973,402 973,402 4.75% ” - " - - - 1,969,728 1,969,728
(RMB 465,000,000) | (RMB 225,000,000)
3 ZT™M ZSH " " 64,481 - - 5.00% " - " - - - 210,044 420,089
(US$  2,100,000) | (USS -)
ZCM " " 64,481 - - 5.00% " - " - - - 210,044 420,089
(US$  2,100,000) | (USS -)
ZCS " " 21,494 - - 5.00% " - " - - - 210,044 420,089
(US$ 700,000) | (US$ -)
ZAS " " 21,494 - - 5.00% " - ” - - - 210,044 420,089
(US$ 700,000) | (US$ -)
ZNS ” ” 21,494 - - 5.00% ” - ” - - - 210,044 420,089
(US$ 700,000) | (US$ -)
VAN ” ” 21,494 - - 5.00% ” - ” - - - 210,044 420,089
(US$ 700,000) | (US$ -)
4 PHA ZAS " " 368,460 368,460 - 6.50% " - " - - - 1,824,022 1,824,022
(US$  12,000,000) | (US$  12,000,000)

Note 1:  The parent company and its subsidiaries are coded as follows:

a. The parent company is coded “0”.
b.  The subsidiaries are coded consecutively beginning from “1” in the order presented in the table above.

Note 2:  Reasons for financing are as follows:

a.  Business relationship.
b.  The need for short-term financing.

Note 3:  According to the Company’s policy, the aggregated financing amounts provided to others shall not exceed 40% of its net worth, which is based on the latest audited or reviewed parent-company-only financial statements. The maximum amount permitted to a single borrower is listed based on the types of financing reasons as follows:

a.  Business relationship: Each of the financing amounts shall not exceed the higher amount of the total purchases from or sales to a borrower in the most recent year or in the current year.
b.  The need for short-term financing: Each of the financing amounts shall not exceed 20% of the Company’s net worth, which is based on the latest audited or reviewed parent-company-only financial statements.

Note 4:  According to loans between foreign subsidiaries in which the Company holds 100% of direct or indirect the operating procedures for loans to other subsidiaries of the Group, the aggregate amount of loans between subsidiaries shall not exceed 150% of the net worth of the lending subsidiary based on the latest financial statements.
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PHIHONG TECHNOLOGY CO., LTD.

ENDORSEMENTS/GUARANTEES PROVIDED
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 2

Endorsee/Guarantee - . Ratio of
Limit on Maximum
. Accumulated Endorsement/ Endorsement/ Endorsement/
Endorsement/ Amount Outstanding Amount Aggregate . . .
. Actual Endorsement/ Guarantee Given | Guarantee Given | Guarantee Given
No. Guarantee Given Endorsed/ Endorsement/ . Endorsed/ Endorsement/ ce .
Endorser/Guarantor . . Borrowing Guarantee to Net .. by Parent on by Subsidiaries on Behalf of Note
(Note 1) Name Relationship on Behalf of Guaranteed | Guarantee at the Guaranteed by oo Guarantee Limit . .
. . Amount Equity in Latest Behalf of on Behalf of Companies in
Each Party During the End of the Period Collateral . . (Notes 2 and 3) Sy . . .
. Financial Subsidiaries Parent Mainland China
(Notes 2 and 3) Period o
Statements (%)
0 Phihong PHV Subsidiary of the | § 7,057,439 | $ 337,755 | § 276,345 | § 61,410 | § - 3.89 $ 9,409,919 Y N N 6 and 9
Company (US$ 11,000,000) [ (US$ 9,000,000) | (US$ 2,000,000)
ZT™M " 7,057,439 2,900,000 1,700,000 - - 23.94 9,409,919 Y N N 4,7 and 10
ZSH " 7,057,439 1,581,308 1,581,308 - - 2227 9,409,919 Y N N 5,8and 11
(US$ 51,500,000) | (US$ 51,500,000) | (US$ -)
Note 1:  The parent company and its subsidiaries are coded as follows:
a. The Company is coded “0”.
b. The subsidiaries are coded consecutively beginning from “1” in the order presented in the table above.
Note 2:  According to the Company’s procedures for the Management of Endorsements and Guarantees, the aggregate amount of endorsements/guarantees provided by the Company shall not exceed 100% of endorser/guarantor’s net worth. Additionally, the amount of endorsements/guarantees
provided by the Company for any single entity shall not exceed 75% of the Company’s net worth. The net worth is based on the Company’s latest parent-company-only financial statements.
Note 3:  In accordance with the operating procedures of the Group’s subsidiaries, the total amount of endorsements between subsidiaries shall not exceed the net value of the latest financial statement.
Note 4:  On August 4, 2022, the board of directors approved that the Company’s endorsements/guarantees amount to ZTM is NT$600 million.
Note 5:  On April 21, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to ZSH is US$3 million.
Note 6:  On May 11, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to PHV is US$7 million.
Note 7:  On June 26, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to ZTM is NT$1 billion.
Note 8:  On June 26, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to ZSH is US$45 million.
Note 9:  On June 26, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to PHV is US$2 million.
Note 10: On June 26, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to ZTM is NT$100 million.
Note 11: On November 9, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to ZSH is US$3.5 million.
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PHIHONG TECHNOLOGY CO., LTD.

MARKETABLE SECURITIES HELD

FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 3

Relationship with the December 31, 2023
Holding Company Name Type and Name of Marketable Securities . P Financial Statement Account Number of Carrying Percentage of . Note
Holding Company . Fair Value
Shares Amount Ownership (%)
Phihong Ordinary shares
Pao-Dian Venture Capital Co., Ltd. None Financial assets at FVTOCI - non-current 229,980 $ 3,023 10.49 $ 3,023
Zhong-Xuan Venture Capital Co., Ltd. " Financial assets at FVTOCI - non-current 2,314,097 18,633 8.62 18,633
BMC Venture Capital Investment Corporation " Financial assets at FVTOCI - non-current 5,700,000 74,730 9.84 74,730
RFIC Technology Corporation " Financial assets at FVTOCI - non-current 1,000,000 3,922 3.50 3,922
BMD Venture Capital Investment Corporation n Financial assets at FVTOCI - non-current 2,100,000 19,824 9.31 19,824
Guang-Lai Ordinary shares
Taiwan Cultural & Creativity No. 1 Co., Ltd. None Financial assets at FVTOCI - non-current 3,000,000 2,379 10.83 2,379
PHJ Ordinary shares
ENECHANGE EV Labs Ltd. None Financial assets at FVTOCI - non-current 45 97 5.00 97
Note 1: The marketable securities stated here are related to shares, debentures and beneficiary certificates and the derivative products caused by those of “IFRS 9 Financial Instruments”.

Note 2: For information on the investments in subsidiaries and associates, refer to Tables 7 and 8.
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PHIHONG TECHNOLOGY CO., LTD.

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES AMOUNTING TO AT LEAST $100 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 4

Transaction Details

Abnormal Transaction

Notes/Accounts Receivable

. . (Payable)
puer Related Party Reladionship Purchase/ Amount % to Payment Terms Unit Price Payment Ending Balance % to note
Sale " Total y Terms g Total
Phihong PHA Subsidiary of the Company  [Sale $(2,364,693) (38.81) |To be agreed by both parties - - $ 102,716 14.01
PHJ " " (213,436) (3.50) " - - 50,441 6.88
PHC ” Purchase 2,650,049 47.98 ” - - - -
PHP ” ” 514,413 9.31 ” - - 122 0.02
PHV ” ” 2,210,514 40.02 ” - - - -
PHC PHT Subsidiary of PHT Sale (2,650,049) [(100.00) |To be agreed by both parties - - 200,840 -
PHP PHT Subsidiary of PHT Sale (514,413) (29.45) |To be agreed by both parties - - 110,423 -
PHV PHT Subsidiary of PHT Sale (2,210,514) (82.55) |To be agreed by both parties - - 194,441 -
PHA PHT Subsidiary of PHT Purchase 2,364,693 95.98 |To be agreed by both parties - - (102,716) (92.57)
PHJ PHT Subsidiary of PHT Purchase 213,436 58.19 |To be agreed by both parties - - (50,441) (37.72)
ZT™ PHT Subsidiary of PHT Sale (119,868) (6.73) |To be agreed by both parties - - 21,962 7.70
ZSH Between subsidiaries " (860,890) (48.33) " - - 85,743 30.08
ZAS " " (582,843) (38.21) " - - 171,229 37.53
ZSH " Purchase 160,786 36.35 " - - - -
ZAS ZCM ” Sale (115,581) (3.47) |To be agreed by both parties - - - -
ZSH " Purchase 1,812,620 91.61 " - - (69,029) (93.14)
ZCM ZSH " Sale (1,617,499) (91.35) |To be agreed by both parties - - 128,955 57.32
ZAS " Purchase 115,581 7.96 " - - - -
ZSH ZT™ " Sale (160,786) (5.15) |To be agreed by both parties - - 38,541 11.31
ZAS " " (1,812,620) (58.06) " - - 69,029 20.26
ZNS " " (194,274) (6.22) " 35,667 10.47
PHJ " " (144,594) (4.63) " - - 84,720 24.86
ZTM " Purchase 180,249 8.04 " - - (2,539) (1.66)
ZCM " " 1,617,499 72.17 " - - (128,952) (84.09)
PHJ ZSH " Purchase 144,594 39.42 |To be agreed by both parties - - (83,357) (62.34)
ZNS ZSH " Purchase 194,274 96.48 |To be agreed by both parties - - (35,667) (85.32)
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TABLE 5

PHIHONG TECHNOLOGY CO., LTD.

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

Overdue Amount
. . . . Allowance for
Company Name Related Part Relationshi Financial Statement Account and| Turnover Received in Impairment
pany y P Ending Balance Rate Amount Actions Taken Subsequent pLoss
Period
Phihong PHA Subsidiary of the Company |Trade receivables $ 102,716 10.55% $ - - $ 101,555 $ -
PHC " Other receivables 237,299 - - - 149,566 -
PHV " Other receivables 257,631 - - - 222,553 -
PHZ PHP Fellow subsidiaries Other receivables 973,402 - - - - -
ZTM ZAS Fellow subsidiaries Trade receivables 171,229 6.81% - - 1,216 -
PHC PHT Subsidiary of PHT Trade receivables 200,840 26.39% - - 200,824 -
PHP PHT Subsidiary of PHT Trade receivables 110,423 9.73% - - 70,263 -
PHV PHT Subsidiary of PHT Trade receivables 194,441 14.80% - - 194,441 -
ZCM ZSH Subsidiary of PHT Trade receivables 128,955 9.50% - - 128,955 -
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PHIHONG TECHNOLOGY CO., LTD.

INFORMATION ON INVESTEES
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 6

Investor Company Investee Company Location Main Businesses and Products Original Investment Amount As of December 31, 2023 Net Income (Loss) Share of Profit Note
December 31, 2023 | December 31, 2022 Shares % Carrying Amount of the Investee (Loss)
PHT PHI British Virgin Islands Makes investments $ 3,209,288 | $ 3,209,288 102,421,351 100.00 $ 2,651,317 | $ (37889) | $ (33,889)
PHA The United States Sells various power supplies 207,203 207,203 3,100,000 100.00 1,181,641 35,336 35,336
PHK British Virgin Islands Makes investments 554,154 554,154 18,840,000 100.00 (377,663) (84,843) (83,567)
PHQ British Virgin Islands Makes investments 352,043 352,043 12,012,600 100.00 56,985 (10,534) (9,102)
Guang-Lai Taiwan Makes investments 139,758 139,758 13,975,828 100.00 107,935 (3,643) (3,643)
H&P Venture Capital Co., Ltd. Taiwan Makes investments 6,869 13,738 686,901 32.26 2,435 (5,323) (1,717)
PHJ Japan Sells power components 295,181 137,436 25,000 100.00 225,296 2,263 2,263
(JPY 500,000,000) | JPY 150,000,000)
PHV Vietnam Manufactures and sells various 1,906,713 1,906,713 65,000,000 100.00 1,568,806 (41,270) (41,356)
power supplies (US$  65,000,000) | (US$ 65,000,000)
ZKH Cayman Islands Makes investments 2,083,650 365,580 699,272,603 100.00 2,596,528 557,029 556,647
(US$ 69,927,260) | (US$ 12,000,000)
PHI N-Lighten The United States Makes investments 409,851 409,851 110,834,223 58.45 (25,998) (168) (98) |PHI and Guang-Laiholds
78.23%
Guang-Lai Spring City Resort Co., Ltd. Taiwan Hotel and attached restaurant and 196,250 190,000 3,462,343 25.27 7,852 (5,026) (1,248)
the general bathroom industry
Han-Yu Venture Capital Co., Ltd. Taiwan Makes investments 100,000 100,000 8,000,000 22.22 76,387 (10,615) (2,369)
N-Lighten The United States Makes investments 206,084 206,084 37,498,870 19.78 (8,798) (168) (33) |PHI and Guang-Laiholds
78.23%
ZKH ZSH Singapore Makes investments and sells of 2,175,576 362,534 67,649,888 100.00 2,587,218 584,620 574,151
electrical equipment (US$ 67,649,888) | (US$ 11,900,000)
ZSH ZJS Japan Provides electric vehicle charging 16,848 - 8,000 100.00 22,119 5,832 5,832
solutions (JPY 80,000,000)
ZAH The United States Makes investments 95,482 32,692 3,050,000 100.00 253,858 161,602 161,602
(US$  3,050,000) | (US$  1,050,000)
ZTM Taiwan Manufactures and sells of 1,293,748 600,000 60,000,000 100.00 1,050,289 339,482 345,109 |The ZTM organization
electrical equipment structure was
transferred to ZSH
ownership on April 17,
2023.
ZNS Netherlands Provides electric vehicle charging 104,056 - 100 100.00 106,446 4,253 6,434
solutions (EUR  3,000,000)
ZAH ZAS The United States Provides electric vehicle charging 95,150 31,620 3,000,000 100.00 253,065 161,734 162,343
solutions (US$  3,000,000) | (US$  1,000,000)
Note: Information on investees in mainland China, refer to Table 8.
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PHIHONG TECHNOLOGY CO., LTD.

INFORMATION ON INVESTMENTS IN MAINLAND CHINA

FOR THE YEAR ENDED DECEMBER 31, 2023

(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 7

1.

Information on investees in mainland China, including the name, principal business activities, paid-up capital, method of investment, inward and outward remittance of funds, percentage of ownership, investment gain or loss, carrying of the investment, and repatriation of investment income:

Accumulated Remittance of Funds Accumulated Accumulated
Main Businesses and Outward Remittance Outward Remittance Net Income (Loss) of % Ownership of Investment Carrying Amount Repatriation of
Investee Company Paid-in Capital [Method of Investment| for Investment from for Investment from Direct or Indirect Gain (Loss) as of Investment Income Note
Products . Outward Inward . the Investee
Taiwan as of Taiwan as of Investment (Note 4) December 31, 2023 as of
January 1, 2023 December 31, 2023 December 31, 2023
PHC Manufactures and sells various | $ 1,988,018 |Indirect investment in $ 1,677,679 $ - $ - $ 1,677,679 $ (79,808) 100 (79.808) | $ 1,363,126 $ -
power supplies (HK$ 495,450,000) mainland China (HK$ 419,000,000) (HK$ 419,000,000)
through PHI
PHZ Manufactures and sells various 1,097,139 Vi 1,097,139 - - 1,097,139 38,226 100 38,226 1,313,153 -
power supplies (US$  31,960,000) (US$  31,960,000) (US$  31,960,000)
PHYL Sells various lighting and 49,027 ” 63,934 - - 63,934 3,915 100 3915 8,071 -
power supplies (US$  1,605,000) (US$  2,865,000) (US$  2,865,000)
PHP Manufactures and sells various 604,135 |Indirect investment in 554,456 - - 554,456 (84,762) 100 (84,762) (367,747) -
power supplies (US$  20,140,000) mainland China (US$  18,640,000) (US$  18,640,000)
through PHK
PHSY Manufactures and sells 39,678 |Indirect investment in 39,678 - - 39,678 1,932 100 1,932 72,946 -
electronic materials (HK$  9,000,000) mainland China (HKS$  9,000,000) (HKS$  9,000,000)
through PHQ
PHE Manufactures and sells 360,124 " 360,124 - - 360,124 (12,358) 100 (12,358) (17,049) -
electronic materials (US$  11,500,000) (US$  11,500,000) (US$  11,500,000)
N-Lighten (Shanghai) Develops, manufactures and - |Indirect investment in 387,406 - - 387,406 - - - - - |Note 1
Trading Inc. sells various equipment and mainland China (US$  12,366,400) (US$  12,366,400)
monitors through N-Lighten
ZCM Manufactures and sells of 28,942 |Indirect investment in 28,942 - - 28,942 29,141 100 29,141 (4,921) -
electrical equipment (US$ 950,000) mainland China (US$ 950,000) (US$ 950,000)
through ZSH
ZCS Provide electric vehicle 6,430 ” 6,430 - - 6,430 (14,424) 100 (14,424) (8,479) -
charging solutions (US$ 200,000) (US$ 200,000) (US$ 200,000)
Note 1:  N-Lighten (Shanghai) Trading Inc. was dissolved on June 18, 2015.
Note 2:  The amount was recognized based on audited financial statements.
Note 3:  The foreign currencies in this table are converted into New Taiwan dollars using exchange rates of the investment date, except for income and expense items which are translated at the average exchange rates for the period.

Limit on investment amount in Mainland China:

Accumulated Outward Remittance for Investment in
Mainland China as of December 31, 2023

Investment Amount Authorized by Investment
Commission, MOEA

Upper Limit on the Amount of Investment Stipulated by
Investment Commission, MOEA

$3,829,285

$4,688,443

Note

Note:

exempts the Company from the limitation of the amount of investment amount in mainland China.
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PHIHONG TECHNOLOGY CO., LTD.

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
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 8

Notes/Accounts Receivable

Purchase/Sale Transaction Details .
. . (Payable) Unrealized
Investee Company Transaction Type Price Comparison with Normal (Gain) Loss Note
Amount % Payment Term P Wit Ending Balance %
Transaction

PHC Purchase $ 2,650,049 47.98 To be agreed by both parties |To be agreed by both parties - $ - - $ -
PHP " 514,413 9.31 " " - 122 - -
ZCM " 115,581 7.96 " " - - - -
Sale (1,617,499) (91.35) n " - (128,955) 57.32 -
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TABLE 9

PHIHONG TECHNOLOGY CO., LTD.

INFORMATION OF MAJOR SHAREHOLDERS

DECEMBER 31, 2023
Shares
Name of Major Shareholder Number of Percentage of
Shares Ownership (%)
Peter Lin 54,541,837 12.64
Taiwan Cement Corporation 41,719,905 9.67

Note: The information on major shareholders in this table is based on the last business day at the end of the
quarter, including the data of the shareholders holding more than 5% of the company’s ordinary shares
and special shares that have completed unregistered delivery (including treasury shares). The share
capital recorded in the parent company only financial report and the actual number of shares delivered
without physical registration may be different due to the difference of calculation basis.
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PHIHONG TECHNOLOGY CO., LTD.

THE CONTENTS OF STATEMENTS OF MAJOR ACCOUNTING ITEMS

Item Exhibit Index

Major Accounting Items in Assets, Liabilities, and Equity

Statement of cash and cash equivalents 1
Statement of trade receivables 2
Statement of trade receivables from related parties 3
Statement of other receivables 4
Statement of other receivables from related parties 5
Statement of inventories 6
Statement of other current assets 7
Statement of financial assets at fair value through other comprehensive income 8
Statement of changes in investments accounted for using equity method 9
Statement of changes in property, plant and equipment Note 12
Statement of changes in accumulated depreciation of property, plant and equipment Note 12
Statement of changes in right-of-use assets 10
Statement of changes in other intangible assets Note 15
Statement of deferred tax assets Note 23
Statement of financial assets at amortized cost - non-current Notes 8 and 29
Statement of other non-current assets 11
Statement of trade payables 12
Statement of trade payables to related parties 13
Statement of other payables Note 18
Statement of other current liabilities 14
Statement of long-term borrowings 15
Statement of lease liabilities 16
Statement of bonds payable 17
Statement of deferred tax liabilities Note 23
Major Accounting Item in Profit and Loss
Statement of operating revenue 18
Statement of operating costs 19
Statement of sales and marketing expenses 20
Statement of general and administrative expenses 21
Statement of research and development expenses 22
Statement of other income Note 22
Statement of other gains or losses Note 22

Statement of employee benefits, depreciation, and amortization 23
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PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF CASH AND CASH EQUIVALENTS
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, $1 for Foreign Currencies)

EXHIBIT 1

Item Description
Cash on hand
Petty cash
Check deposit
Demand deposit
Foreign currency deposit US$48,300,934, JPY 22,806,330, HK$155,994,

EUR319,213, RMB101,276
Repurchase agreements
collateralized by bonds

Note: The exchange rate at the end of December 31, 2023:
USD:NTD = 1:30.705
JPY:NTD = 1:0.21525
HKD:NTD = 1:3.93086
EUR:NTD = 1:33.97508
RMB:NTD = 1:4.32623
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Amount

$ 51
188

3,895
433,450
1,499,886

300,124

$ 2,237,594



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF TRADE RECEIVABLES
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

EXHIBIT 2

Customer’s Name Description
Customer A Supply payment from non-related parties
Customer B "

Customer C "
Customer D "
Customer E "
Others (Note) "

Less: Allowance for impairment loss

Note: The amount of each item in others does not exceed 5% of the account balance.
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Amount

§ 66,272
37,230

36,076
33,208
24,799

317.985
515,570
(7.101)

$ 508,469



EXHIBIT 3

PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF TRADE RECEIVABLES FROM RELATED PARTIES
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

Customer’s Name Description Amount
Phihong USA Corp. Supply payment from related parties § 102,716
Others (Note) " 51,436
$ 154,152

Note: The amount of each item in others does not exceed 5% of the account balance.
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PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF OTHER RECEIVABLES
DECEMBER 31, 2023

(In Thousands of New Taiwan Dollars)

EXHIBIT 4

Item Description
Other receivables Interest receivable
Tax refund receivables Tax refund for the business tax

Others
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Amount
$ 178
32

878

$ 1,088



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF OTHER RECEIVABLES FROM RELATED PARTIES
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

EXHIBIT 5

Item Description

Phihong (Dongguan) Electronics Co., Ltd. Payment for material purchases
Phihong Vietnam Co., Ltd. "

Phihong Technology Japan, Co., Ltd. "
Others (Note)

Note: The amount of each item in others does not exceed 5% of the account balance.

Amount

$ 237,299
257,631

4,010

1.683

§ 500,623



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF INVENTORIES
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

EXHIBIT 6

Item

Raw materials
Finished goods
Less: Allowances for impairment losses
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Cost

$ 2,130
15,188
(3.693)

$ 13,625

Market Price

§ 2,059
11,566

$ 13,625



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF OTHER CURRENT ASSETS
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

EXHIBIT 7

Item Summary
Prepayments Prepayment for goods and tax credits
Prepaid expenses Prepaid rentals and insurance premium
Suspense payment Suspense payment for TV and EV project, etc.

Amount

§ 49,267
27,543
9.371

86,181



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2023

(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

EXHIBIT 8

Item

Pao-Dian Venture Capital Co., Ltd.
Zhong-Xuan Venture Capital Co., Ltd.

BMC Venture Capital Investment Corporation
RFIC Technology Corporation
BMD Venture Capital Investment Corporation

Balance at January 1, 2023 Additions Decrease
Shares Amount Shares Amount Shares Amount
229,980 $ 3,084 - $ - - $ -
2,488,276 19,666 - - (174,179) (1,742)
6,000,000 69,018 - - (300,000) (3,000)
1,000,000 4,502 - - - -
- - 2,100,000 21,000 - -
96,270 21,000 4,742)
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Unrealized Loss
on Financial
Assets at Fair
Value through
Other
Comprehensive
Income

$ (61)
709

8,712
(580)

(1.176)
S  7.604

Balance at December 31, 2023

Shares

229,980
2,314,097
5,700,000
1,000,000
2,100,000

Amount

§ 3,023
18,633

74,730
3,922
19.824

$ 120,132

Collateral

None
!/

/I
n

/I



EXHIBIT 9

PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF CHANGES IN INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

Market Value or
Net Assets Value

Balance at January 1, 2023 Additions (Note 1) Decrease (Note 2) Balance at December 31, 2023 Unit Price Valuation
Investee Shares Amount Shares Amount Shares Amount Shares (%) Amount (NTS) Total Basis Collateral
Phihong International Corp. 102,421,351 $ 2,731,172 - $ - - $ 79,855 102,421,351 100.00 $ 2,651,317 $ 2,662,075 Equity method None
Phitek International Co., Ltd. 18,840,000 (300,541) - - - 77,122 18,840,000 100.00 (377,663) (361,158) Equity method "
Ascent Alliance Ltd. 12,012,600 67,000 - - - 10,015 12,012,600 100.00 56,985 56,212 Equity method "
Phihong USA Corp. 3,100,000 1,143,436 - 38,205 - - 3,100,000 100.00 1,181,641 1,216,015  Equity method "
Phihong Technology Japan Co., Ltd. 3,000 78,226 22,000 147,070 - - 25,000 100.00 225,296 227,071  Equity method "
Guang-Lai Investment Co., Ltd. 13,975,828 112,828 - - - 4,893 13,975,828 100.00 107,935 107,935  Equity method "
H&P Venture Capital Co., Ltd. 1,373,801 11,021 - - 686,900 8,586 686,901 32.26 2,435 2,435  Equity method "
Phihong Vietnam Co., Ltd. 65,000,000 1,609,716 - - - 40,910 65,000,000 100.00 1,568,806 1,568,825  Equity method "
Zerova Technologies Taiwan Limited 60,000,000 629,797 - - 60,000,000 629,797 - - - - Equity method "
Zerova Technologies Holdings LTD 120,000,000 215.579 579,272,603 2.380.949 - - 699,272,603 100.00 2,596,528 2.598.306  Equity method "
6,298,234 $ 2,566,224 $ 851,178 8,013,280 $ 8,077,716
Reclassified in other non-current __ 300,541 _ 377663
liabilities
$ 6,598,775 $ 8,390,943

Note 1:  The increase in the current period included capital increase in the investees, the recognition of investment income under the equity method, and the cumulative conversion adjustments.

Note 2:  The decrease in the current period included the surplus distribution of the investees, recognition of investment losses under the equity method, cumulative conversion adjustments, and unrealized loss on financial assets at FVTOCT.



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF CHANGES IN RIGHT-OF-USE ASSETS

DECEMBER 31, 2023

(In Thousands of New Taiwan Dollars)

EXHIBIT 10

Cost

Balance at January 1, 2023
Additions

Disposals

Balance at December 31, 2023

Accumulated depreciation

Balance at January 1, 2023
Depreciation expenses
Disposals

Balance at December 31, 2023

Carrying amounts at December 31,
2023

Land

§ 30,437
5,179

(25.545)
$ 10,071

$ 5,609
3,712
(6.415)

$ 2906

$ 7,165
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Transportation
Equipment

$ 5972
1,504
(2.253)

§ 5223

$ 1,977
1,991
(2.252)

$ 1,716

$ 3507

Computer
Equipment Total
$ - $ 36,409
3,614 10,297
- (27,798)
$ 3,614 $ 18,908
$ - $ 7,586
451 6,154
- (8,667)
h 451 $ 5,073
$ 3,163 $ 13,835



EXHIBIT 11

PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF OTHER NON-CURRENT ASSETS
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

Item Description Amount
Refundable deposits Engineering warranty, guarantee for renting offices, $ 12,521

guarantee for parking space, and guarantee for
renting company car
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PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF TRADE PAYABLES
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

EXHIBIT 12

Item Description
Supplier A Supply payment from non-related parties
Supplier B Vi
Supplier C "
Others (Note) "

Note: The amount of each item in others does not exceed 5% of the account balance.
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Amount

§ 2,061
291

248
2.475

$ 5,075



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF TRADE PAYABLE TO RELATED PARTIES
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

EXHIBIT 13

Item Description
Zerova Technologies SG Pte. Ltd. Supply payment from related parties
Others (Note) "

Note: The amount of each item in others does not exceed 5% of the account balance.
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Amount

§ 12,583
219

$ 12,802



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF OTHER CURRENT LIABILITIES
DECEMBER 31, 2023

(In Thousands of New Taiwan Dollars)

EXHIBIT 14

Item Description
Temporary receipts Amount receipt and payment
Other short-term provision Warranty provision

Others
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Amount
$ 74,411

4,763
943

$ 80,117



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF LONG-TERM BORROWINGS
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

EXHIBIT 15

Creditor Description

Long-term bank borrowings

Syndicated loan
Bank SinoPac Unsecured loan
First Bank Secured loan

Amount
Maturity in
Maturity within More than One
One Year Year Total
$ 102,550 $ - $ 102,550
14.867 170,967 185.834
$ 117,417 $ 170,967 $ 288,384
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Contract Period

2022.12.14-2025.12.14
2021.04.07-2036.04.07

Annual Rate of
Interest (%)

2.54500
1.25000

Collateral or Guarantee

Peter Lin, the Chairman
Peter Lin, the Chairman; land and buildings



EXHIBIT 16

PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF LEASE LIABILITIES
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

Discount
Item Description Period Rate (%) Amount Note
Land Parking space land 2020.02.01- 1.2000 $ 4265 None
2023.01.31
" Parking space land 2022.01.01- 1.2000 2,953 "
2026.12.31
Transportation equipment  Electric vehicle renting ~ 2020.11.24- 1.9872 1,443 "
2023.11.23
" Vehicle renting 2022.08.15- 5.0070 2,135 "
2025.08.14
Computer equipment Security equipment 2023.10.01- 0.60 3,173 "
2025.09.30
Less: Lease liabilities due (5.790) "

within one year

§ 8,179

266



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF BONDS PAYABLE
DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

EXHIBIT 17

Name of Bond Trustee

Secured domestic bonds Hua Nan Bank

Interest Payment Date and

Period Repayment Method

2021.03-2026.03 Principal is repaid in a lump
sum upon maturity, and

interest is paid once a year

Annual Rate
of Interest
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(“o)

0.6

Amount
Total Balance at  Unamortized
Amount of Amount the End of Premium Carrying
Issue Repaid Year (Discount) Amount
$ 700,000 $ $ 700,000 $ (908) $ 699,092

Collateral

Peter Lin, the Chairman;
bank deposits, land and
buildings



EXHIBIT 18

PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF OPERATING REVENUE
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

Item Number Amount

Power supply unit 68,492 thousand $ 6,078,942
Others

19,201

$ 6,098,143
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PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF OPERATING COSTS
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

EXHIBIT 19

Item

Raw materials
Balance, beginning of year
Add: Raw materials purchased
Less: Raw materials, end of year
Raw material sold
Transfer to operating expenses
Consumption of raw material of the year
Direct labor
Manufacturing expenses
Manufacturing costs
Add: Work in progress, beginning of year
Purchases of work in progress
Less: Work in progress, end of year
Cost of finished goods for the year
Add: Finished goods, end of year
Purchases of finished goods
Less: Finished goods, end of year
Transfer to operating expenses
Cost of sales of finished goods
Add: Cost of sales of raw materials
Add: Transferred from operating expenses
Less: Transferred to operating costs
Less: Cost of sales - others
Add: Allowance for inventory valuation and obsolescence loss
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Amount

$ 2,545
33,350
(2,130)
(9,589)

B &)
24,171

49.209
73,380

73,380
16,216
5,481,086
(15,188)
(1.360)
5,554,134
9,589

(43,603_)
(1.036)

$ 5,519,084



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF SALES AND MARKETING EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

EXHIBIT 20

Item Description
Salary and wages
Freight
Commissions expense
Other expenses (Note) Sample fees and supplies fees

Note: The amount of each item in others does not exceed 5% of the account balance.
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Amount

§ 128,342
37,509
15,260
62,100

§ 243211



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF GENERAL AND ADMINISTRATION EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

EXHIBIT 21

Item Description

Salary and wages
Labor service expense
Other expenses (Note) Repair fees and depreciation expenses

Note: The amount of each item in others does not exceed 5% of the account balance.
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Amount
$ 132,259

33,520
63.061

§ 228,840



PHIHONG TECHNOLOGY CO., LTD.

STATEMENT OF RESEARCH AND DEVELOPMENT EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars)

EXHIBIT 22

Item Description

Salary and wages

Safety regulation - related expense

Software maintenance fee

Depreciation

Other expenses (Note) Insurance premium and repair fees

Note: The amount of each item in others does not exceed 5% of the account balance.
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Amount

§ 240,657
22,685
20,576
18,626
85.789

$ 388,333



PHIHONG TECHNOLOGY CO., LTD.

TABLE OF EMPLOYEE BENEFITS, DEPRECIATION, DEPLETION, AND AMORTIZATION EXPENSES BY FUNCTION

FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

(In Thousands of New Taiwan Dollars)

EXHIBIT 23

Employee benefits expense
Salary and wages expenses
Labor and health insurance
Pension expenses
Directors’ remuneration
Other employee benefits

Depreciation expense
Property, plant and equipment
Investment properties
Right-of-use assets

Amortization expense

Note:

2023

2022

Operating
Costs

$ 31,922
$ 2,631
$ 1246
5 -
$ 589

$ 651
173
$ 824

$ 186

Operating
Expenses

$ 501,822
$ 31,712
$ 16,860
5 -
$ 6875

$ 22361
739

5,981

$ 29,081
$ 10834

Non-operating
Expenses and

Losses

Total

$ 533,744
$ 34343
$ 18,106
5 -
$ 7464

§ 23,012
739

6,154

$ 29,905
$ 11,020

Operating
Costs

$ 45,617
$ 4281
$ 2088
5 -
$ 295

§ 4,988

175

$ 5,163
h 93

Operating

Expenses and

Losses

$ 450,956
$ 38,000
$ 20,138
5 -
$ 27,779

§ 47972
246

5,155

$ 53,373
$ 9016

Non-operating

Expenses

The number of employees for the years ended December 31, 2023 and 2022 was 395 and 498, respectively. The number of directors who did not serve concurrently as employees was 8 and 9, respectively.

The changes in the average salary expenses for employees were 36%.

a.

. Remuneration policy of the Company:

. In 2023 and 2022, the Company had no supervisor; therefore, there was no remuneration related to supervisors.

The Company provides remunerations more favorable than the market standard to attract and retain talent:

1) Remuneration system:

a) Payment based on ability: Pay reasonable and competitive overall salaries based on the market value of professional functions and the contributions of employees regarding their duties.

Total

$ 496,573
$ 42281
$ 22226
LI
$ 30,738

$ 52,960
246

5,330

$ 58,536
$ 9,109

. In 2023, the average employees’ benefits expense was NT$1,534 thousand; in 2022, the average employees’ benefits expense was NT$1,210 thousand. In 2023, the average salary expenses for employees was NT$1,379 thousand; in
2022, the average salary expenses for employees was NT$1,015 thousand.

b) Fairness and reasonableness: Employees’ salaries and compensations are subject to their educational background, expertise, skills, years of professional experience, and personal performance, in compliance with the internal
fairness, taking into account the balances of the external salary payment. The Company does not treat employees differently due to their gender, ethnicity, religion, political party, marital status, or labor union membership.
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c) Annual salary adjustment: Subject to the annual profits of the Company, the price index, employees’ performances, and the results of the market salary survey, the Company performs its salary adjustment planning and
execution.

d) Operational feedback: The Company distributes annual product awards, bonuses, and year-end bonuses based on the overall operational achievement rate, growth rate, group target achievement, and personal performances of
employees.

e) Provide salaries and benefits more favorable than laws and regulations to freshmen and foreign workers.
f) Comply with relevant local labor laws and regulations, create harmonious labor-management relationships, and lay a healthy foundation for employee relationships.

2) Incentive plan: Regarding the incentive plan, the Company is deeply convinced that the achievements of its corporate operations result from all of its employees, and that the Company shall share such achievements with
employees. To provide incentives to employees with outstanding performances, the Company distributes year-end bonuses and project bonuses based on the operating performances of the Company, achievements of the target,
and the personal performances, and distribute employees’ bonuses subject to our profit status.

3) The Company has established its Remuneration Committee to ensure that the remuneration arrangements comply with relevant laws and regulations and are sufficient for attracting outstanding talent.

4) In accordance with the first and second Articles of Employee Stock Ownership Plans, it is agreed that the members shall deliver a portion of their annual incentive payments and monthly incentive payments from the member’s
company to the Trust for the purpose of managing and applying the funds for the benefit of all members, assisting them in accumulating wealth, and ensuring their retirement or post-employment stability.

Employees’ compensation and remuneration to directors and supervisors:
According to the ratio or scope regarding remuneration of employees and Directors stated in Article 21 of the Articles of Incorporate, when the Company records any profits for the year, it shall appropriate no less than 10% as
remuneration of employees and no more than 2% as remuneration of directors; the actual appropriation amount shall be subject to consent of more than half of the attending directors at a Board meeting with more than two thirds of

directors attending and the report to the shareholders’ meeting. However, when the Company still has accumulated deficits, it shall preserve the amount for compensation.

Remuneration of directors and supervisors:

Independent directors and directors who are authorized to regularly participate in the operations of the Company may collect compensation. The amount shall be discussed and determined by the Board based on the level of
participation in the Company’s operations and the value of contributions considered by the Remuneration Committee, with reference to the domestic and foreign standards within the industry.

(Concluded)
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Phihong Technology Co., Ltd. and
Subsidiaries

Consolidated Financial Statements for the
Years Ended December 31, 2023 and 2022 and
Independent Auditors’ Report



DECLARATION OF CONSOLIDATION OF FINANCIAL STATEMENTS OF AFFILIATES

The companies required to be included in the consolidated financial statements of affiliates in accordance
with the “Criteria Governing Preparation of Affiliation Reports, Consolidated Business Reports and
Consolidated Financial Statements of Affiliated Enterprises” for the year ended December 31, 2023 are
all the same as the companies required to be included in the consolidated financial statements of parent
and subsidiary companies as prepared in International Financial Reporting Standard 10 “Consolidated
Financial Statements” 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. Hence, we do not prepare a separate set of consolidated financial statements of

affiliates.

Very truly yours,
PHIHONG TECHNOLOGY CO., LTD.

By

March 7, 2024
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Phihong Technology Co., Ltd.

Opinion

We have audited the accompanying consolidated financial statements of Phihong Technology Co.,
Ltd. and its subsidiaries (collectively referred to as the “Group”), which comprise the consolidated
balance sheets as of December 31, 2023 and 2022 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 material accounting policies
(collectively referred to as the “consolidated financial statements™).

In our opinion, based on our audits and the report of other auditors (refer to the Other Matter
paragraph), the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as of December 31, 2023 and 2022, 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 International Financial Reporting Standards (IFRS), International Accounting
Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and issued
into effect by the Financial Supervisory Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Financial Statement Audit
and Attestation Engagements of 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 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 significance in
our audit of the consolidated financial statements for the year ended December 31, 2023. 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.



The key audit matter identified in the Group’s consolidated financial statements for the year ended
December 31, 2023 is stated as follows.

The Accuracy of Sales Revenue from Electric Vehicle Energy Business

Description of the key audit matter:

The Group has shifted its operational focus to the electric vehicle energy market in recent years. In
addition, the orders for electric vehicle energy have increased significantly in 2023. As the electric
vehicle charging market is booming rapidly with rising popularity of electric vehicles, the
percentage of the Group’s revenue from electric vehicle energy increases significantly. Therefore,
the accuracy of the sales revenue from electric vehicle energy business is considered as a key audit
matter for the year ended December 31, 2023. Refer to Note 4 to the accompanying consolidated
financial statements for the related disclosures.

Audit procedures performed in response to the key audit matter:

Corresponding the key audit matter, we have performed the procedures to understand internal
controls related to the sales process and examined the effectiveness of the design and
implementation of the controls. In addition, we have sampled the revenues to review external
documents and payment receipts of the samples and implemented the procedures regarding the
group audit to verify the accuracy of the revenues.

Other Matter

In the consolidated financial statements of the Group, the financial statements of Zerova Group
were audited by other auditors. Our opinion, insofar as it relates to the amounts included for Zerova
Group, is based solely on the report of other auditors. The total assets of Zerova Group constituted
24.72% of consolidated total assets as of December 31, 2023; and total revenue constituted 35.41%
of consolidated total revenue for the year then ended.

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 IFRS, IAS, IFRIC, 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 ability to continue as a going concern, disclosing, as applicable, matters related to going
concern, and using the going concern basis of accounting, unless the 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.
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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 of the Republic of China will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

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

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

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

4. Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we 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 financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

6. Obtain sufficient and appropriate audit evidence regarding the financial information of 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.
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From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements for the year
ended December 31, 2023, and are therefore the key audit matters. We describe these matters in
our auditors’ report unless law or regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the
public interest benefits of such communication.

The engagement partners on the audit resulting in this independent auditors’ report are Chih-Yi
Chang and Kuo-Tyan Hong.

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 7, 2024

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 translated 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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PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2023 AND 2022
(In New Taiwan Dollars)

2023 2022
ASSETS Amount % Amount %
CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 6) $ 5,851,805 38 $ 2,990,883 20
Financial assets at amortized cost - current (Notes 4, 8 and 31) 235,014 1 541,072 4
Notes receivables (Notes 4 and 9) - - 16,159 -
Trade receivables (Notes 4 and 9) 1,708,500 11 2,664,733 18
Trade receivables from related parties (Notes 10 and 30) 873 - - -
Other receivables 36,210 - 45,588 -
Current tax assets 49,059 - - -
Inventories (Notes 4 and 10) 2,602,895 17 3,296,580 23
Other current assets 300,270 2 282.685 2
Total current assets 10,784,626 69 9,837,700 67
NON-CURRENT ASSETS
Financial assets at fair value through other comprehensive income - non-current (Notes 4 and 7) 122,608 1 99,764 1
Financial assets at amortized cost - non-current (Notes 4. 8 and 31) 10,500 - 22,030 -
Investments accounted for using the equity method (Notes 4 and 12) 86,674 1 112,871 1
Property, plant and equipment (Notes 4 and 13) 3,823,140 25 3,986,175 27
Right-of-use assets (Note 4 and 14) 308,023 2 357,042 3
Investment property (Note 15) 271,958 2 - -
Other intangible assets (Notes 4 and 16) 46,835 - 41,098 -
Deferred tax assets (Notes 4 and 24) 54,542 - 57,493 -
Other non-current assets 69,640 - 75,304 1
Total non-current assets 4,793,920 31 4,751,777 33
TOTAL $ 15,578,546 100 $ 14,589,477 100
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Short-term borrowings (Note 17) $§ 878,851 6 $ 1,328,070 9
Short-term bills payable (Note 17) - - 69,740 -
Contract liabilities - current (Notes 22 and 30) 423,831 3 300,547 2
Trade payables 1,933,927 12 2,655,491 18
Trade payables to related parties (Note 30) 4,788 - 86,319 1
Other payables (Note 19) 1,465,281 9 1,017,945 7
Current tax liabilities (Notes 4 and 24) 146,078 1 136,533 1
Lease liabilities - current (Notes 4 and 14) 31,088 - 44,518 -
Current portion of long-term borrowings (Note 17) 117,417 1 398,592 3
Other current liabilities (Notes 12 and 19) 190,688 1 148,379 1
Total current liabilities 5,191,949 33 6,186,134 42
NON-CURRENT LIABILITIES
Bonds payable (Notes 4 and 18) 699,092 5 698,688 5
Long-term borrowings (Note 17) 170,967 1 1,333,583 9
Deferred tax liabilities (Notes 4 and 24) 30,265 - 44,649 -
Lease liabilities - non-current (Notes 4 and 15) 23,855 - 51,292 1
Net defined benefit liabilities - non-current (Notes 4 and 20) 32,019 1 49,017 -
Other non-current liabilities 30,163 - 10,697 -
Total non-current liabilities 986.361 1 2,187,926 15
Total liabilities 6,178,310 _40 8,374,060 57
EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY (Notes 4 and 21)
Ordinary shares 4,312,084 28 3,752,084 26
Capital surplus 4,579,383 29 2,179,372 _15
Retained earnings
Legal reserve 305,119 2 295,992 2
Special reserve 313,005 2 230,859 1
Unappropriated earnings 267,846 _2 91,273 _1
Total retained earnings 885,970 _ 6 618,124 4
Other equity
Exchange differences on translating of the financial statements of foreign operations (293,466) 2) (244,171) )
Unrealized valuation loss on financial assets at fair value through other comprehensive income (74.052) (1) (80,339) _ -
Total other equity _(367.518) ) _(3245510) _(2)
Total equity attributable to owners of the Company 9,409,919 60 6,225,070 43
NON-CONTROLLING INTERESTS (Note 21) (9.683) _ - (9,653) -
Total equity 9.400,236 _60 6,215,417 _43
TOTAL $ 15,578,546 100 $ 14,589,477 100

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

(With Deloitte & Touche auditors’ report dated March 7, 2024)
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PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2023 2022
Amount % Amount %

OPERATING REVENUES (Notes 4, 22, 30 and 35) $ 12,332,397 100 $ 14,017,575 100
OPERATING COSTS (Notes 4, 10 and 30) 9,119,641 74 11,875,937 85
GROSS PROFIT 3,212,756 26 2,141,638 15
OPERATING EXPENSES

Selling and marketing expenses 944,647 8 768,098 6

General and administrative expenses 855,240 7 604,148 4

Research and development expenses 1,034,425 8 755,214 5

Expected credit loss 23,701 - 521 -

Total operating expenses 2,858,013 23 2,127,981 15

PROFIT FROM OPERATIONS 354,743 3 13,657 -
NON-OPERATING INCOME AND EXPENSES

Interest income (Note 23) 121,092 1 38,017 -

Other income (Note 23) 156,719 1 165,206 1

Other gains and losses (Note 23) (32,332) - 55,720 1

Finance costs (Note 23) (130,483) (D) (77,918) -

Share of profit or loss of associates (Note 12) (5,333) - (6,542) -

Total non-operating income and expenses 109,663 1 174,483 2

PROFIT BEFORE INCOME TAX 464,406 4 188,140 2
INCOME TAX EXPENSE (Notes 4 and 24) (201,892) (2) (116.834) (@))]
NET PROFIT FOR THE YEAR 262.514 2 71.306 1

OTHER COMPREHENSIVE INCOME
Items that will not be reclassified subsequently to

profit or loss:

Remeasurement of defined benefit plans (Note 20) 6,619 - 24,932 -

Unrealized gain (loss) on investments in equity
instruments at fair value through other
comprehensive income (Note 21) 6,593 - (862) -

(Continued)
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PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2023 2022
Amount % Amount %
Share of other comprehensive (loss) income of
associates accounted for using the equity
method (Note 21) $ (306) - 8,935 -
Income tax relating to items that will not be
reclassified subsequently to profit or loss
(Note 24) (1,324) - (4,986) -
Items that may be reclassified subsequently to profit
or loss:
Exchange differences on translating of the
financial statements of foreign operations
(Note 21) (49,288) - 278,734 2
Total other comprehensive (loss) income for the
year (37.706) - 306,753 2
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $ 224,808 2 378,059 3
NET PROFIT ATTRIBUTABLE TO:
Owners of the Company $ 262,551 2 71,327 1
Non-controlling interests (37) - (21) -
Total $ 262,514 2 71,306 1
TOTAL COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE TO:
Owners of the Company $ 224,838 2 379,041 3
Non-controlling interests (30) - (982) -
Total $ 224,808 2 378,059 3
EARNINGS PER SHARE (Note 26)
Basic earnings per share $ 0.68 $ 019
Diluted earnings per share § 0.68 $ 0.19
The accompanying notes are an integral part of the consolidated financial statements.
(With Deloitte & Touche auditors’ report dated March 7, 2024) (Concluded)
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PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

(In Thousands of New Taiwan Dollars)

BALANCE AT JANUARY 1, 2022
Legal reserve used to offset accumulated losses (Note 21)
Net profit for the year ended December 31, 2022

Other comprehensive income (loss) for the year ended
December 31, 2022, net of income tax

Total comprehensive income (loss) for the year ended
December 31, 2022

BALANCE AT DECEMBER 31, 2022
Appropriation of 2022 earnings
Legal reserve (Note 21)
Special reserve (Note 21)
Adjustments to share of changes in equity of associates
Share-based payment arrangements (Note 25)
Issuance of ordinary shares for cash (Note 21)

Net profit for the year ended December 31, 2023

Other comprehensive income (loss) for the year ended
December 31, net of income tax

Total comprehensive income (loss) for the year ended
December 31, 2023

BALANCE AT DECEMBER 31, 2023

Equity Attributable to Owners of the Company

Ordinary Shares

$ 3,752,084

3,752,084

560,000

$4312,084

Capital Surplus

$ 2,179,372

2,179,372

61
176,400

2,223,550

$ 4,579,383

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

(With Deloitte & Touche auditors’ report dated March 7, 2024)

Retained Earnings

Other Equity

Exchange Unrealized Loss
Differences on on Financial

Legal Reserve
$ 612916

(316,924)

295,992

9,127

$ 305,119

Special Reserve

$ 230,859

230,859

$ 313,005
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Unappropriated

Earnings

(Accumulated

Deficits)
$ (316,924)
316,924

71,327

19.946

91.273

91,273

(9,127)
(82,146)

262,551

5,295

267,846

$ 267,846

Translating of

Assets at Fair

the Financial Value Through
Statements of Other
Foreign Comprehensive Non-controlling
Operations Income Total Interests
$ (523,866) $ (88,412) $ 5,846,029 $ (8,671)
- - 71,327 21
279.695 8.073 307,714 (961)
279.695 8,073 379,041 (982)
(244,171) (80,339) 6,225,070 (9,653)
- - 61 -
- - 176,400 -
- - 2,783,550 -
- - 262,551 37
(49.295) 6,287 (37.713) 7
(49.295) 6,287 224.838 (30)
$ (293,466) $  (74.052) $ 9,409,919 $ (9,683)

Total Equity

$ 5,837,358

71,306

306,753

378,059

6,215,417

61
176,400
2,783,550

262,514

(37.706)

224,808

$ 9,400,236



PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Income before tax
Adjustments for:
Depreciation expense
Amortization expense
Expected credit loss recognized
Finance costs
Interest income
Dividend income
Compensation cost of share-based payments
Share of loss of associates
Loss on disposal of property, plant and equipment
Loss on disposal of intangible assets
Proceeds from disposal of non-current assets held for sale
Gain on disposal of investments
Write-down of inventories
Gain on lease modification
Net changes in operating assets and liabilities
Notes receivables
Trade receivables
Trade receivables from related parties
Other receivables
Other receivables from related parties
Inventories
Other current assets
Other non-current assets
Contract liabilities
Trade payables
Trade payables to related parties
Other payables
Other current liabilities
Net defined benefit liabilities
Cash generated from (used in) operating activities
Interest received
Interest paid
Income tax paid

Net cash generated from (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of financial assets at fair value through other comprehensive

income

Proceeds from capital reduction of financial assets at fair value through

other comprehensive income

285

2023 2022
$ 464,406 $ 188,140
348,556 315,388
18,944 15,113
23,701 521
130,483 77,918
(121,092) (38,017)
(7.477) (2,995)
176,400 -
5,333 6,542
2,345 9,063
262 44
- (11,765)
- (3,334)
144,057 144,071
(540) -
16,159 727
932,834 (436,165)
(873) -
9,663 (16,510)
3,654 (3,654)
549,628 (236,219)
(13,019) (132,121)
5,595 242
123,284 140,833
(721,564) (545,189)
(81,531) 25,197
447,038 383,394
42,309 (109,775)
(10.379) (13,143)
2,488,176 (241,694)
117,153 34,498
(125,249) (69,287)
(254.163) (22.191)
2225917 (298.674)
(21,000) (16,104)
4,742 2,704

(Continued)



PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(In Thousands of New Taiwan Dollars)

Purchase of financial assets at amortized cost

Proceeds from sale of financial assets at amortized cost

Purchase of initial recognition of finance assets designated as at fair
value through profit or loss

Proceeds from disposal of financial assets at fair value through profit
or loss

Capital reduction of investments accounted for using equity method.

Acquisition of investment accounted for using equity method.

Proceeds from disposal of non-current assets held for sale

Payments for property, plant and equipment

Proceeds from disposal of property, plant and equipment

Increase in refundable deposits

Decrease in refundable deposits

Payment for intangible assets

Proceeds from disposal of intangible assets

Increase in prepayments for equipment

Dividends received

Receive government grants

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
(Decrease) increase in short-term borrowings
(Decrease) increase in Short-term bills payable
Proceeds from long-term borrowings
Repayments of long-term borrowings
Proceeds from issuance of ordinary shares
Increase in guarantee deposits received
Repayment of the principal portion of lease liabilities

Net cash 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 EQUIVALENTS AT THE BEGINNING OF THE
YEAR

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

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

(With Deloitte & Touche auditors’ report dated March 7, 2024)
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2023 2022

$§ (15,215 $ (300,034)
324,051 949
- (833,529)

- 836,871

26,869 -
(6,250) -

- 257,048
(412,748) (832,436)
18,683 3,579

- (4,178)

4,769 -
(24,086) (25,167)
6 -
(65,031) (57,815)
7,477 3,843

- 4,057
(157.,733) (960.,812)
(437,135) 352,325
(69,740) 69,740
4,197,188 3,365,461
(5,640,979) (3,232,887)
2,783,550 -
19,466 1,392
(41,136) (27,604)
811,214 528,427
(18.476) 131,022
2,860,922 (600,037)
2.990.883 3,590,920
$ 5,851,805 $ 2,990,883
(Concluded)



PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. GENERAL INFORMATION

Phihong Technology Co., Ltd. (“Phihong” or “the Company”), which was formerly known as Phihong
Enterprise Co., Ltd. was incorporated on December 12, 1972 under the laws of the Republic of China
(ROC). Under a resolution approved in the stockholders’ meeting in June 2003, Phihong changed its name
to Phihong Technology Co., Ltd. Phihong primarily manufactures and sells AC/DC power adapters, charger
bases, power supply modules, UPS (uninterruptible power supply) for computers, ballasts, etc.

In February 2000, Phihong was authorized to trade its stocks on the Taipei Exchange (TPEX) in Taiwan. In
September 2001, Phihong’s stocks ceased to be traded on the TPEx, and Phihong later obtained the

authorization to list its stocks on the Taiwan Stock Exchange.

The consolidated financial statements are presented in Phihong’s functional currency, New Taiwan dollars.

2. APPROVAL OF FINANCIAL STATEMENTS
The consolidated financial statements were approved by the Company’s board of directors on March 7,
2024.
3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND INTERPRETATIONS
a. Initial application of the amendments to the International Financial Reporting Standards (IFRS),
International Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC)

(collectively, the “IFRS Accounting Standards”) endorsed and issued into effect by the FSC

The initial application of the IFRS Accounting Standards endorsed and issued into effect by the FSC
did not have a material impact on the Group’s accounting policies.

b. The IFRS Accounting Standards endorsed by the FSC for application starting from 2024

Effective Date
New, Amended and Revised Standards and Interpretations Announced by IASB (Note 1)

Amendments to IFRS 16 “Leases Liability in a Sale and Leaseback” January 1, 2024 (Note 2)

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

Amendments to IAS 7 and IFRS 7 “Supplier Finance Arrangements”  January 1, 2024 (Note 3)

Note 1: Unless stated otherwise, the above IFRS Accounting Standards are effective for annual
reporting periods beginning on or after their respective effective dates.

Note 2: A seller-lessee shall apply the Amendments to IFRS 16 retrospectively to sale and leaseback
transactions entered into after the date of initial application of IFRS 16.

Note 3: The amendments provide some transition relief regarding disclosure requirements.
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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.

The IFRS Accounting Standards in issue but not yet endorsed and issued into effect by the FSC

Effective Date
New, Amended and Revised Standards and Interpretations Announced by IASB (Note 1)

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

IFRS 17 “Insurance Contracts” January 1, 2023

Amendments to IFRS 17 January 1, 2023

Amendments to IFRS 17 “Initial Application of IFRS 9 and IFRS 17 - January 1, 2023
Comparative Information”

Amendments to IAS 21 “Lack of Exchangeability” January 1, 2025 (Note 2)

Note 1: Unless stated otherwise, the above IFRS Accounting Standards are effective for annual
reporting periods beginning on or after their respective effective dates.

Note 2: An entity shall apply those amendments for annual reporting periods beginning on or after
January 1, 2025. Upon initial application of the amendments, the entity recognizes any effect
as an adjustment to the opening balance of retained earnings. When the entity uses a
presentation currency other than its functional currency, it shall, at the date of initial
application, recognize any effect as an adjustment to the cumulative amount of translation
differences in equity.

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 MATERIAL ACCOUNTING POLICY INFORMATION

a.

Statement of compliance

These consolidated financial statements have been prepared in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and IFRS Accounting Standards as
endorsed and issued into effect by the FSC.

Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis except for
financial instruments which are measured at fair value and net defined benefit liabilities which are
measured at the present value of the defined benefit obligation less the fair value of plan assets.

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

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

Classification of current and non-current assets and liabilities

Current assets include:

® Assets held primarily for the purpose of trading;

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

® (Cash and cash equivalents 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 Liabilities held primarily for the purpose of trading;

e Liabilities due to be settled within 12 months after the reporting period, even if an agreement to
refinance, or to reschedule payments, on a long-term basis is completed after the reporting period
and before the consolidated financial statements are authorized for issue; 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. 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.

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

The consolidated financial statements incorporate the financial statements of Phihong and the entities
controlled by Phihong.

Income and expenses of subsidiaries acquired or disposed of during the period are included in the
consolidated statement of profit or loss and other comprehensive income from the effective dates of
acquisitions up to the effective dates of disposals, as appropriate.

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

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 results in 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.

See Note 11, Table 7 and Table 8 to the consolidated financial statements for detailed information on
subsidiaries (including percentages of ownership and main businesses).
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€.

Foreign currencies

In preparing the financial statements of each individual Group entity, transactions in currencies other
than the Group’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 retranslated
at the rates prevailing at that date. Exchange differences on monetary items arising from settlement or
translation are recognized in profit or loss in the period in which they arise.

Non-monetary items denominated in foreign currencies that are measured at fair value are retranslated
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 items in respect of which gains and losses are
recognized directly in other comprehensive income; in which cases, the exchange differences are also
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 translated from the foreign currency.

For the purpose of presenting consolidated financial statements, the financial statements of the
Company’s foreign operations (including subsidiaries, associates, joint ventures and branches in other
countries) that are prepared using functional currencies which are different from the currency of the
Company are translated into the presentation currency the New Taiwan dollar, as follows: Assets and
liabilities are translated at the exchange rates prevailing at the end of the reporting period; and income
and expense items are translated at the average exchange rates for the period. The resulting currency
translation differences are recognized in other comprehensive income (attributed to the owners of the
Company and non-controlling interests as appropriate).

Inventories

Inventories consist of raw materials, supplies, work in progress and finished goods 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 all estimated costs of completion and costs necessary to make the sale. Inventories are
recorded at the weighted-average cost on the balance sheet date.

Investments in associates

An associate is an entity over which the Group has significant influence and which is not a subsidiary.
The Group uses the equity method to account for its investments in associates.

Under the equity method, investments in an associate are initially recognized at cost and adjusted
thereafter to recognize the Group’s share of the profit or loss and other comprehensive income of the
associate. The Group also recognizes the changes in the Group’s share of the equity of associates.

When the Group’s share of losses of an associate equals or exceeds its interest in that associate (which
includes any carrying amount of the investment accounted for using the equity method and long-term
interests that, in substance, form part of the Group’s net investment in the associate), the Group
discontinues recognizing its share of further loss. Additional losses and liabilities are recognized only to
the extent that the Group has incurred legal obligations, or constructive obligations, or made payments
on behalf of that associate.
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The entire carrying amount of an investment (including goodwill) is tested for impairment as a single
asset by comparing its recoverable amount with its carrying amount. Any impairment loss recognized is
not allocated to any asset, including goodwill, that forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognized to the extent that the recoverable amount of the
investment subsequently increases.

When the Group transacts with its associate, profits and losses resulting from the transactions with the
associate are recognized in the Group’s consolidated financial statements only to the extent of interests
in the associate that are not related to the Group.

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.

Property, plant and equipment in the course of construction are measured at cost less any recognized
impairment loss. Cost includes professional fees and borrowing costs eligible for capitalization.
Samples produced when testing whether an item of property, plant and equipment is functioning
properly before that asset reaches its intended use are measured at the lower of cost or net realizable
value, and any proceeds from selling those samples and the cost of those samples are recognized in
profit or loss. Such assets are depreciated and classified to the appropriate categories of property, plant
and equipment when completed and ready for their intended use.

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.

Investment properties
Investment properties are properties held to earn rental and/or for capital appreciation.

Investment properties are initially measured at cost, including transaction costs. Subsequent to initial
recognition, investment properties are measured at cost less accumulated depreciation and accumulated
impairment loss.

Depreciation is recognized using the straight-line method.

For a transfer of classification from investment properties to property, plant and equipment, the deemed
cost of the property for subsequent accounting is its carrying amount at the commencement of
owner-occupation.

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 values, and
amortization methods are reviewed at the end of each reporting period, with the effect of any changes in
the estimates accounted for on a prospective basis. Intangible assets with indefinite useful lives that are
acquired separately are measured at cost less accumulated impairment loss.

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

At the end of each reporting period, the Group reviews the carrying amounts of its property, plant and
equipment, right-of-use asset 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.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually and whenever there is an indication that the assets may be impaired.

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 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 loss been
recognized on the asset, cash-generating unit or assets related in prior years. A reversal of an
impairment loss is recognized in profit or loss.

1. Financial instruments

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

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issuance of financial assets and financial liabilities (other than
financial assets and financial liabilities at FVTPL) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial 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 FVTPL, financial
assets at amortized cost and investments in debt instruments and equity instruments at FVTOCI

i. 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
financial assets in order to collect contractual cash flows; and

ii) The contractual 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.
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Subsequent to initial recognition, financial assets at amortized cost, including cash and cash
equivalents, financial assets at amortized cost, notes receivables, trade receivables, other
receivables, other receivables from related parties, refundable deposit, 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.

Interest income is calculated by applying the effective interest rate to the gross carrying
amount of such a financial asset.

Cash equivalents include time deposits 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 equivalents are held
for the purpose of meeting short-term cash commitments.

ii. Investments in debt instruments at FVTOCI
Debt instruments that meet the following conditions are subsequently measured at FVTOCTI:

1) The debt 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 contractual 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 value.
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.

iii. Investments in equity instruments at FVTOCI

On initial recognition, the Group may make an irrevocable election to designate investments
in equity instruments as at 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 a recovery of part of the cost of the investment.

b) Impairment of financial assets

The Group recognizes a loss allowance for expected credit losses on financial assets at
amortized cost (including trade receivables).
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The Group always recognizes lifetime expected credit losses (ECLs) for trade receivables. For
all other financial instruments, the Group recognizes lifetime ECLs when there has been a
significant increase in credit risk since initial recognition. If, on the other hand, the credit risk on
a financial instrument has not increased significantly since initial recognition, the Group
measures the loss 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 ECLs represent the portion of lifetime ECLs that is expected to result from
default events on a financial instrument that are possible within 12 months after the reporting
date.

For internal credit risk management purposes, the Group considers the following situations as
indication that a financial asset is in default (without taking into account any collateral held by
the Group):

i. Internal or external information shows that the debtor is unlikely to pay its creditors.

ii. Financial asset is more than 180 days past due unless the Group has reasonable and
corroborative information to support a more lagged default criterion.

The impairment loss of all financial assets is recognized in profit or loss by a reduction in their
carrying amounts through a loss allowance account.

¢) Derecognition of financial assets

The Group derecognizes a financial 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 a financial 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, 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.

Equity instruments
Debt and 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 a

financial liability and an equity instrument.

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

The repurchase of the Company’s own 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 own equity instruments.

Financial liabilities

All financial liabilities are measured at amortized cost using the effective interest method. The

Group derecognizes financial liabilities when, and only when, the Group’s obligations are
discharged, cancelled or expired.
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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.

m. Provisions

Provisions are measured at the best estimate of the discounted cash flows of the consideration required
to settle the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. Provision for the expected cost of warranty obligations is
recognized at the date of sale of the relevant products at the best estimate by the management of the
Company of the expenditure required to settle the Company’s obligations.

n. Revenue recognition

The Group identifies contracts with customers, allocates the transaction price to the performance
obligations and recognizes revenue when performance obligations are satisfied.

1) Revenue from the sale of goods

Revenue from the sale of goods comes from sales of power supply modules and other relevant
products. Sales of power supply modules and other relevant products are recognized as revenue
when the goods are delivered to the customer’s specific location because it is the time when the
customer has full discretion over the manner of distribution and price to sell the goods, has the
primary responsibility for sales to future customers and bears the risks of obsolescence. Trade
receivables are recognized concurrently.

The Group does not recognize revenue on materials delivered to subcontractors because this
delivery does not involve a transfer of control.

2) Revenue from the rendering of services

Service revenue is recognized when the services are provided. Revenue from services provided
under a contract is recognized based on the degree of completion in accordance with the contract.

0. Leases
At the inception of a contract, the Group assesses whether the contract is, or contains, a lease.
1) The Group as lessor

Leases are classified as finance leases whenever the terms of a lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

2) The Group as lessee

The Group recognizes right-of-use assets and lease liabilities for all leases at the commencement
date of a lease, except for short-term leases and low-value asset leases 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, which comprises the initial measurement of lease
liabilities adjusted for lease payments made at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs needed to restore the underlying assets, and less any
lease incentives received. 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 sheets.



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.

Lease liabilities are initially measured at the present value of the lease payments, which comprise
fixed payments, in-substance fixed payments, variable lease payments which depend on an index or
a rate. The lease payments are discounted using the interest rate implicit in a lease, 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 there is a change in a lease term, a
change in the assessment of an option to purchase an underlying asset, or a change in future lease
payments resulting from a change in an index or a rate 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 loss. Lease liabilities are presented on a separate line in the
consolidated balance sheets.

p. Borrowing costs
Borrowing costs directly attributable to an acquisition, construction or production of qualifying assets
are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale.
All other borrowing costs are recognized in profit or loss in the period in which they are incurred.

q- 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 as a reduction of the related costs and in other
income 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 a
deduction from the carrying amount of the relevant assets and recognized in profit or loss on a
systematic and rational basis over the useful lives of the related assets.

Government grants that are receivable as compensation for expenses or losses already incurred or for
the purpose of giving immediate financial support to the Group with no future related costs are
recognized in profit or loss in the period in which they are received.

r. 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.
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Defined benefit costs (including service cost, net interest and remeasurement) under defined benefit
retirement benefit plans are determined using the projected unit credit method. Service cost
(including current service cost, and net interest on the net defined benefit liabilities (assets) are
recognized as employee benefits expense in the period in which they occur or when the settlement
occurs. Remeasurement, comprising actuarial gains and losses and the return on plan assets
(excluding interest), is recognized in other comprehensive income in the period in which it occurs.
Remeasurement recognized in other comprehensive income is reflected immediately in retained
earnings and will not be reclassified to profit or loss.

Net defined benefit liabilities (assets) represent the actual deficit (surplus) in the Group’s defined
benefit plans. Any surplus resulting from this calculation is limited to the present value of any
refunds from the plans or reductions in future contributions to the plans.

Share-based payment arrangements
Employee share options granted to employees and others providing similar services

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 Company’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 expense is recognized in full at the grant date if the grants are vested immediately. The grant date
of treasury shares transferred to employees is the date on which the number of shares that the
employees purchase is confirmed.

The grant by the Company of its equity instruments to the employees of a subsidiary under employee
share options is treated as a capital contribution. The fair value of employee services received under the
arrangement is measured by reference to the grant-date fair value and is recognized over the vesting
period as an addition to the investment in the subsidiary, with a corresponding credit to capital surplus -
employee share options.

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
liabilities and the corresponding tax bases used in the computation of taxable profit.

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



Deferred tax liabilities are recognized for taxable temporary differences associated with investments
in subsidiaries and associates, except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary differences associated
with such investments and interests are recognized only to the extent that it is probable that there
will be sufficient taxable profits against which to utilize the benefits of the temporary differences
and such temporary differences are expected to reverse in the foreseeable future.

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
allow 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 allow 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 realized, 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. MATERIAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF 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.

When developing material accounting estimates, the Group considers the possible impact of on the cash

flow projection, growth rates, discount rates, profitabilities and other relevant material estimates. The
estimates and underlying assumptions are reviewed on an ongoing basis.

6. CASH AND CASH EQUIVALENTS

December 31
2023 2022

Cash on hand $ 2,436 $ 2,285
Checking accounts and demand deposits 5,529,245 2,978,598
Cash equivalent (investments with original maturities of 3 months or

less)

Repurchase agreements collateralized by bonds 300,124 -

Time deposits 20,000 10,000

$ 5,851,805 $ 2,990,883
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The market rate intervals of cash in bank and time deposits at the end of the reporting period were as
follows:

December 31

2023 2022

Demand deposits and time deposits 0.001%-5.400%  0.001%-4.000%

. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

December 31
2023 2022
Non-current
Investments in equity instruments at fair value through other
comprehensive income (FVTOCI)
Domestic non-publicly trade equity investments $ 122,608 § 99,764

These investments in equity instruments are held for medium-to long-term strategic purposes. Accordingly,
the management elected to designate 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.

. FINANCIAL ASSETS AT AMORTIZED COST

December 31
2023 2022
Current
Time deposits with original maturities of more than 3 months $ 235,014 $ 540,572
Restricted bank deposits - 500

§ 235,014 § 541,072

Non-current

Restricted bank deposits $ 10,500 $ 20,030
Court deposits - 2,000

§ 10,500 § 22,030

The group offered the bank deposits of $10,500 thousand and $22,530 thousand as of December 31, 2023
and 2022, respectively as performance bonds for specific business projects, bank borrowings, domestic
guaranteed corporate bonds and adoption of customs clearance, release before duty. Refer to Note 31 to the
consolidated financial statements.
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9. NOTES RECEIVABLE AND TRADE RECEIVABLES

December 31

2023 2022
Notes receivable

At amortized cost
Gross carrying amount $ - $ 16,159
Less: Allowance for impairment loss -

16,159

Trade receivables

At amortized cost

Gross carrying amount from unrelated parties 1,365,480 1,974,805

Gross carrying amount from related parties 873 -
Less: Allowance for impairment loss (26,360) (3,672)

1.339.993 1.971,133

At FVTOCI 369,380 693,600

1,709,373 2,664,733

$ 1709373 $ 2,680,892

a. Notes receivable

The Group has no overdue notes receivables as of December 31, 2023 and 2022.
b. Trade receivable

1) Trade receivables at amortized cost

The Group evaluates the average credit period of sales of goods based on the experience of trade
receivable collection from the non-related parties in the past five years. No interest is charged on
trade receivables. The Group adopted a policy of only dealing with creditworthy counterparties and
obtaining sufficient collateral, where appropriate, as a means of mitigating the risk of financial loss
from defaults. The Group’s exposure and the credit ratings of its counterparties are continuously
monitored and the aggregate value of transactions concluded is spread amongst approved
counterparties. Credit exposure is controlled by counterparty limits that are reviewed and approved
by the risk management specialists annually.

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 and the customer’s current financial
position, and other related information. As the Group’s historical credit loss experience does not
show significantly different loss patterns for different customer segments, the provision for loss
allowance based on past due status is not further distinguished according to the Group’s different
customer base.

The Group writes off a trade receivable when there is information indicating that the debtor is in
severe financial 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.
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The following table details the loss allowance of trade receivables based on the Group’s provision
matrix.

December 31, 2023

Less than 60

Not Past Due Days 61 to 90 Days 91 to 120 Days Over 120 Days Total
Expected credit loss rate 0.00%-1.55% 0.00%-7.77% 4.50%-22.30% 6.25%-18.70% 12.26%-100%
Gross carrying amount $ 1,155,768 $ 183,893 $ 7,068 $ - $ 19,624 $ 1,366,353
Loss allowance (Lifetime
ECL) (2.145) (4.421) (170) - (19.624) (26.360)
Amortized cost $ 1,153,623 $ 179472 $ 6,898 $ - $ - $ 1,339,993

December 31, 2022

Less than 60

Not Past Due Days 61 to 90 Days 91 to 120 Days Over 120 Days Total
Expected credit loss rate 0.00%-0.01% 0.00%-7.11% 2.90% 6.02%-16.95% 15.01%-100%
Gross carrying amount $ 1,604,680 $ 356,333 $ 4,801 $ 7,468 $ 1,523 $ 1,974,805
Loss allowance (Lifetime
ECL) (122) (848) (139) (1.248) (1.315) (3.672)
Amortized cost $ 1,604,558 $ 355485 $ 4,662 $ 6,220 $ 208 $ 1,971,133

The above aging schedule was based on overdue days.
The movements of the allowance for doubtful trade receivables were as follows:

For the Year Ended December 31

2023 2022
Balance, beginning of period § 3,672 $ 3,009
Add: Net remeasurement of loss allowance 23,701 521
Less: Amounts written off (711) -
Foreign exchange gains and losses (302) 142
Balance, end of period $ 26,360 $ 3672

Trade receivables at FVTOCI

For trade receivables from major customers, the Group will decide whether to sell these trade
receivables to banks without rights of recourse or factoring based on its level of working capital.
These trade receivables are classified as at FVIOCI because they are held within a business model
whose objective is achieved by both the collecting of contractual cash flows and the selling of
financial assets.

The following table details the loss allowance of trade receivables at FVTOCI based on the Group’s
provision matrix:

December 31, 2023

Less than 60 91 to 120 Over 120
Not Past Due Days 61 to 90 Days Days Days Total
Expected credit loss rate 0% 0% 0% 0% 0%
Gross carrying amount $ 362,714 $ 6,252 $ 414 $ - $ - $ 369,380
Loss allowance (Lifetime ECL) - - - - -
Amortized cost $ 362,714 $ 6,252 $ 414 $ - $ - $ 369.380
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December 31, 2022

Expected credit loss rate

Gross carrying amount
Loss allowance (Lifetime ECL)

Amortized cost

Less than 60 91 to 120 Over 120
Not Past Due Days 61 to 90 Days Days Days Total
0% 0% 0% 0% 0%
$ 683,160 $ 5,998 $ 3,553 $ 167 $ 722 $ 693,600
$ 683,160 $ 5,998 $ 3,553 S 167 $ 722 $ 693.600

Information related to the sales of trade receivables of the Group for the period is as follows:

Amount of

Annual

Cash Amount of Rate of

Beginning Factoring for Received in Factoring at Advances as Interest of Retention for
Balance the Current the Current the End of the of the End of Advances Receivable
Counterparty Amount Period Period Period the Period (%) Factoring Limit Collaterals
December 31, 2022
Citi Bank $ 1,482 $2,369,929 $2,371,411 S $ $ -
(Note 1) (Note 2) (Note 3)

The Group has signed a receivable factoring contract with Citi Bank. The purchasing bank has
confirmed that the factoring relationship was conditioned upon the terms of factoring without
resource. According to the contract, the Group is only responsible for losses arising from business

disputes.

Note 1:  US$53,588
Note 2: US$77,128,231
Note 3: US$77,181,819

10. INVENTORIES

Raw materials

Work-in-process
Finished goods

December 31
2023 2022
$ 1,065,466 $ 1,392,285
275,093 391,007
1,262.336 1,513,288
$ 2,602,895 $ 3,296,580

For the years ended December 31, 2023 and 2022, the cost of inventories recognized as cost of goods sold

was $9,119,641 thousand and $1

1,875,937 thousand, respectively. (Reversal) write-down of inventories to

net realizable value of $144,057 thousand and $144,071 thousand were respectively included in the cost of
goods sold during reporting period in 2023 and 2022.
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11. SUBSIDIARIES

Investor
Phihong
Phihong
Phihong
Phihong
Phihong
Phihong
Phihong
Phihong
Phihong
PHI
PHI

PHI
PHI

PHK
PHQ
PHQ

Guang-Lai
ZKH

ZSH
ZSH
ZSH
ZSH
ZSH
ZSH

ZAH

Note 1:

Note 2:

Note 3:

Percentage of Ownership

December 31
Investee Main Business 2023 2022 Note
Phihong International Corp. (“PHI”) Makes investments 100.00 100.00 Note 1
Phitek International Co., Ltd. (“PHK”) Makes investments 100.00 100.00
Ascent Alliance Ltd. (“PHQ”) Makes investments 100.00 100.00
Phihong USA Corp. (“PHA”) Sells various power supplies 100.00 100.00
Phihong Technology Japan Co., Ltd. (“PHJ”) Sells power components 100.00 100.00
Guang-Lai Investment Co., Ltd. (“Guang-Lai”) Makes investments 100.00 100.00
Phihong Vietnam Co., Ltd. (“PHV”) Manufactures and sells various power 100.00 100.00
supplies
Zerova Technologies Taiwan Limited (“ZTM”) Manufacture and sells of electrical - 100.00 Note 3
equipment
Zerova Technologies Holdings Limited Makes investments 100.00 100.00 Note 4
(“ZKH”)
Phihong (Dongguan) Electronics Co., Ltd. Manufactures and sells various power 100.00 100.00
(“PHC”) supplies
Phihong Electronics (Suzhou) Co., Ltd. Manufactures and sells various power 100.00 100.00
(“PHZ”) supplies
N-Lighten Technologies, Inc. (“N-Lighten”) Makes investments 58.45 58.45
Yanghong Trade (Shanghai) Co., Ltd. Sells various lighting and power 100.00 100.00
(“PHYL”) supplies
Dongguan Phitek Electronics Co., Ltd. Manufactures and sells various power 100.00 100.00 Note 2
(“PHP”) supplies
Dongguan Shuang-Ying Electronics Co., Ltd. Manufactures and sells electronic 100.00 100.00
(“PHSY”) materials
Jin-Sheng-Hong (Jiangxi) Electronics Co., Ltd.  Manufactures and sells electronic 100.00 100.00
(“PHE”) materials
N-Lighten Makes investments 19.78 19.78
Zerova Technologies SG Pte. Ltd.(“ZSH”) Makes investments and sells of 100.00 100.00 Note 5
electrical equipment
Zerova Technologies Europe B.V. (“ZNS”) Provide electric vehicle charging 100.00 - Note 6
solutions
Zerova Technologies (Dongguan) Co., Ltd. Manufactures and sells of electrical 100.00 100.00 Note 7
(“ZCM”) equipment
Zerova Trading Services (Dongguan) Co., Ltd.  Provides electric vehicle charging 100.00 100.00 Note 8
(“ZCS”) solutions
Zerova Technologies Japan Co., Ltd.(“ZJS”) Provides electric vehicle charging 100.00 - Note 9
solutions
Zerova Technologies Taiwan Limited (“ZTM”) Manufacture and sells of electrical 100.00 - Note 3
equipment
Zerova Technologies America Corporation Makes investments 100.00 100.00 Note 10
(“ZAH”)
Zerova Technologies USA LLC (“ZAS”) Provides electric vehicle charging 100.00 100.00 Note 11
solutions

In response to the operating requirements of the Group, in December 2021, the board of directors
of Phihong approved the resolution for the capital reduction of PHI in the amount of US$8,640
thousand. After the capital reduction, the capital of PHI became $3,209,288 thousand (or
US$102,421 thousand); the base date for the capital reduction was January 6, 2022. The above
capital reduction has been approved on April 14, 2022.

In response to the operating requirements of the Group, in December 2021, the board of directors
of Phihong approved the resolution for the capital injection of PHP through PHK in the amount of
US$8,640 thousand. The capital increase was completed in March 2022.

With the resolution made by the board of directors on January 20, 2022, Phihong established the
subsidiary Phehicle Co., Ltd. with a registered capital of $1,000 thousand, of which Phihong holds
100% of the shares. For reorganization and specialization, the shareholders of Phihong resolved in
their meeting on June 8, 2022 to split and transfer the EV energy business to Phehicle Co., Ltd.,
and to change Phehicle’s name to Zerova Technologies Taiwan Limited. The approval letter was
obtained on June 20, 2022, and the alteration registration was completed at the same date.
Phihong split and transferred its EV energy business to ZTM on September 1, 2022 (the reference
date of the spin-off). Phihong transferred the EV energy business (including assets and liabilities),
valued at its net book value, to ZTM Company in exchange for 59,900 thousand new shares with
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12.

a par value of $10 per share, for a total of $599,000 thousand. The approval letter was obtained on
October 12, 2022, and the alteration registration was completed at the same date. ZTM has
completed the reorganisation in the second quarter of 2023 and all of its shares originally held by
Phihong are now held by ZSH.

Note 4: ZKH was established in March 2022 and registered in the Cayman Islands and Phihong holds
100% of the shares. As of December 31, 2023, Phihong has invested $2,083,650 thousand (or
US$69,927 thousand).

Note 5:  ZSH was established in July 2022 and registered in Singapore and holds 100% of the shares. As
of December 31, 2023, ZKH has invested $2,175,576 thousand (or US$67,650 thousand).

Note 6: ZNS was established in June 2022 and registered in the Netherlands, and has completed the
reorganization in the second quarter of 2023 and all of its shares originally held by ZKH are now
held by ZSH. As of December 31, 2023, the amount of investment of ZSH was $104,056
thousand (or EUR3,000 thousand).

Note 7: ZCM was established in August 2022 and registered in China and holds 100% of the shares. As of
December 31, 2023, ZSH has invested $28,942 thousand (or US$950 thousand).

Note 8: ZCS was established in August 2022 and registered in China and holds 100% of the shares. As of
December 31, 2023, ZSH has invested $6,430 thousand (or US$200 thousand).

Note 9:  ZJS was established in September 2022 and registered in Japan and holds 100% of the shares. As
of December 31, 2023, ZSH has invested $16,848 thousand (or JPY 80,000 thousand).

Note 10: ZAH was established in July 2022 and registered in the United States and holds 100% of the
shares. As of December 31, 2023, ZSH has invested $95,150 thousand (or US$3,000 thousand).

Note 11: ZAS was established in the United States in July 2022 and holds 100% of the shares.

Refer to Tables 7 to the consolidated financial statements for the information on places of incorporation and
principal places of business.

INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD

Investments in associates:

December 31
2023 2022
Associates that are not individually material $ 86,674 $ 112,871

Aggregate information of associates that are not individually material:

For the Year Ended December 31

2023 2022
The Group’s share of:
Net loss for the reporting period $ (5,333) $ (6,542)
Other comprehensive (loss) gain (306) 8,935

Total comprehensive (loss) gain for the year $ (5,639) $ 2393
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Please refer to Table 7 to the consolidated financial statements “Information on Investees” for the nature of
activities, principal places of business and countries of incorporation of the associates.

The associate Hongxuan Venture Capital Co., Ltd. invested by the Company was dissolved and liquidated
in 2023 in accordance with the resolution made at the shareholders’ meeting, The relevant liquidation
procedures are still in progress.

Investments were accounted for using the equity method and the share of profit or loss and other

comprehensive income of those investments were recognized based on unreviewed financial statements of
the investees.

PROPERTY, PLANT AND EQUIPMENT

Machinery and Other Property under
Land Buildings Equipment Equipment Construction Total

Cost
Balance at January 1, 2023 $ 547,188 $ 3,366,507 $ 2,470,190 $ 692,500 $ 429,822 $ 7,506,207
Additions 16,034 45,230 146,659 37,691 168,682 414,296
Disposals - (1,464) (86,612) (32,026) (512) (120,614)
Effects of foreign currency

exchange differences (2,374) (31,899) (26,851) (4,695) (6,486) (72,305)
Transfers to investment

properties - - - - (271,958) (271,958)
Reclassification 8 6.496 30,812 22,357 (9,084) 50,589

Balance at December 31, 2023 $ 560,856 $ 3,384,870 $ 2,534,198 $ 715,827 $ 310,464 $ 7,506,215

Accumulated depreciation

Balance at January 1, 2023 $ - $ 990,550 $ 1,953,366 $ 576,116 $ - $ 3,520,032
Disposals - (1,281) (81,922) (16,383) - (99,586)
Depreciation expenses - 103,700 148,063 46,725 - 298,488
Effects of foreign currency

exchange differences - (12,498) (19,626) (3,637) - (35,761)
Reclassification - 13 7 (118) - (98)
Balance at December 31, 2023 $ - $ 1,080,484 $ 1,999,888 $ 602,703 $ - $ 3,683,075

Carrying amounts at

December 31, 2023 $ 560,856 $ 2304386 $ 534310 § 113,124 $§ 310464 $ 3.823.140
Cost
Balance at January 1, 2022 $ 521,412 $ 2,428,902 $ 2,353,841 $ 673319 $ 626,613 $ 6,604,087
Additions 20,824 132,620 154,335 18,786 517,025 843,590
Disposals - (12,837) (130,127) (16,522) - (159,486)
Effects of foreign currency

exchange differences 4,952 52,228 46,580 5,654 54,202 163,616
Reclassification - 765.594 45,561 11,263 (768.018) 54,400

Balance at December 31, 2022 § 547,188 $ 3,366,507 $ 2.470.190 $ 692,500 $ 429,822 $ 7,506,207

Accumulated depreciation

Balance at January 1, 2022 $ - $ 902,028 $ 1,901,348 $ 538,124 $ - $ 3,341,500
Disposals - 9,792) (121,106) (15,946) - (146,844)
Depreciation expenses - 83,672 141,311 50,744 - 275,727
Effects of foreign currency

exchange differences - 14.642 31.813 3.194 - 49,649
Balance at December 31, 2022 $ — $ 990,550 $ 1953366 § 576,116 $ - $ 3,520,032

Carrying amounts at
December 31, 2022 $ 547,188 § 2375957 $ 516,824 $§ 116384 $ 429.822 $ 3,986,175




The above items of property, plant and equipment used by the Group are depreciated on a straight-line basis
over the following estimated useful life as follows:

Buildings
Main building 50 years
Engineering system 10 years
Machinery and equipment 3-10 years
Other equipment 3-10 years

Property, plant and equipment pledged by the Group as collateral for long-term borrowings are set out in
Note 31 to the consolidated financial statements.

14. LEASE ARRANGEMENTS

a. Right-of-use assets

December 31
2023 2022
Carrying amount
Land (including land use rights) $ 277,608 $ 287,488
Buildings 19,270 40,774
Machinery 1,996 20,173
Other equipment 9,149 8,607
$ 308,023 $§ 357,042
For the Year Ended December 31
2023 2022
Additions to right-of-use assets $ 33,128 $ 80,850
Depreciation charge for right-of-use assets
Land (including land use rights) $ 11,781 $ 11,021
Buildings 22,621 12,077
Machinery 11,106 13,021
Other equipment 4.560 3.542
50,068 39,661
Lease liabilities
December 31
2023 2022
Carrying amount
Current $ 31,088 $ 44518
Non-current $ 23,855 $ 51292
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Range of discount rate for lease liabilities was as follows:

December 31
2023 2022
Land 1.200%-1.250%  1.200%-1.250%
Buildings 1.030%-4.875%  1.030%-4.875%
Machinery 4.000% 4.000%
Other equipment 1.03%-4% 1.030%-5.007%

c. Material lease-in activities and terms

The Group leases certain machinery, office, transportation, and other equipment for the use of
manufacturing and R&D with lease terms of 2 to 9 years. Except the EV transportation equipment,
there agreement do not contain renewal or purchase options at the end of these lease period.

The Group also leases land and buildings for the use of plants, offices and parking lot with lease term of
2-50 years. Except the land in Tainan, of which the lease agreement is automatically renewed for one
year upon the expiration and the Group has the preferential purchase option, the Group has no
preferential purchase and renewal option for the other leased land upon the expiration of the lease term.
The Group shall not sublease or transfer all or any part of the underlying assets without the lessor’s
consent.

d. Other lease information

For the Year Ended December 31

2023 2022
Expenses relating to short-term leases $ 12,392 $ 10437
Expenses relating to variable lease payments not included in the
measurement of lease liabilities $ 1219 $ 838
Total cash outflow for leases $ (54,747) $ (38,879)

The Group leases of certain office and office equipment qualify as short-term leases. The Group has
elected to apply the recognition exemption and thus, did not recognize right-of-use assets and lease
liabilities for these leases.

15. INVESTMENT PROPERTIES

PHC leased its self-owned factory located in Dongguan City to unrelated parties in 2023. The lease term of
this investment property is 12 years. When the lessee exercises the renewal option, it is agreed to adjust the
rent according to the market rent. The lessee does not have the preferential purchase right of the investment
property at the end of the lease term.



16. OTHER INTANGIBLE ASSETS

Cost

Balance at January 1, 2023

Additions

Disposals

Reclassified

Effects of foreign currency exchange differences

Balance at December 31, 2023

Accumulated amortization

Balance at January 1, 2023

Amortization expense

Reclassified

Disposals

Effects of foreign currency exchange differences

Balance at December 31, 2023

Carrying amounts at December 31, 2023

Cost

Balance at January 1, 2022

Additions

Disposals

Reclassified

Effects of foreign currency exchange differences

Balance at December 31, 2022

Accumulated amortization

Balance at January 1, 2022

Amortization expense

Disposals

Effects of foreign currency exchange differences

Balance at December 31, 2022

Carrying amount at December 31, 2022

Computer
Software

$ 139,513
24,085
(9,863)

1,074
(475)

§ 154,334

$ 98415
18,944

121
(9,595)
(386)

$ 107,499
$ 46,835

$ 124,250
25,167
(11,435)
172

1.359

§ 139,513

$ 93,710
15,113
(11,391)
983

§ 98415
$ 41,098

The above items of intangible assets are amortized on a straight-line basis over estimated useful life of 2 to

5 years.
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17. BORROWINGS

a. Short-term borrowings

December 31
2023 2022
Unsecured borrowings
Phihong $ - $ 832,900
PHV 255,874 495,170

255.874 1,328.070
Secured borrowings

PHC 622,977 -
$ 878,851 § 1.328,070
The range of interest rates 3.60%-6.86% 1.70%-6.35%

b. Short-term bills payable

December 31
2023 2022
Commercial paper $ - $ 70,000
Less: Unamortized discounts on bills payable - (260)
3 - $ 69,740
The undue short-term bills payable are as follows:
Issuing and Paying Agent Discount Carrying Interest Rate
(IPA) Face Value Amount Amount Range
Commercial paper payable
MEGA bills $ 70,000 $ 260 $ 69,740 1.232%
c. Long-term borrowings
December 31
2023 2022
Unsecured borrowings
Phihong $ 102,550 $ 980,150
Secured borrowings
Phihong 185,834 752,025
Long-term loans payable - current portion (117.417) (398.592)

$ 170967 $ 1,333,583
(Continued)
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December 31

2023 2022
The range of interest rates 2%-2.7950% 1.2740%-
2.5450%
(Concluded)

1))

2)

3)

4)

3)

On December 31, 2022, Phihong had short-term bank borrowings with contract terms from October
11, 2022 to March 21, 2023, with monthly interest payment.

On December 31, 2023 and 2022, PHV had short-term bank borrowings with contract terms from
October 10, 2023 to December 19, 2024, and May 10, 2022 to October 10, 2023, respectively, with
monthly interest payment.

On December 31, 2023, PHC had short-term bank borrowings with contract terms from August 10,
2023 to May 10, 2024, with monthly interest payment.

On December 31, 2023 and 2022, Phihong had long-term bank borrowings with contract terms from
April 7, 2021 to April 7, 2036 and March 20, 2020 to April 7, 2036, respectively, with monthly
interest payment.

Phihong signed a joint credit agreement mainly hosted by Taiwan Shin Kong Commercial Bank and
co-sponsored by Yuanta Commercial Bank and Hua Nan Commercial Bank, along with 7 other
banks in the agreement, on April 30, 2019. The contract period is 3 years with the total credit limit
of NT$1 billion, including NT$450 million of item A loan limit and NT$550 million for item B
loan limit, which will be used by Phihong to support the factory investment plan of PHV and enrich
the group operating turnover fund. According to the loan contract in the joint loan case of Taiwan
Shin Kong Commercial Bank, Phihong shall maintain the following financial ratios during the loan
period (according to the annual and semi-annual consolidated financial report certified by CPAs.
The ratios are reviewed on a semi-annual basis):

a) The current ratio (current assets/current liabilities) shall not be less than 100%.
b) The net debt ratio (total debt/net tangible value) shall not be higher than 150%.

¢) The interest protection multiples [(Pre-tax profit + Depreciation + Amortization + Interest
expense)/Interest expense] shall be maintained at more than two times (inclusive).

d) Net tangible value (net value minus intangible assets) shall not be less than NT$4.5 billion.

On December 15, 2021, Phihong applied to extend the credit line of the loan agreement, which was
signed on April 30, 2019, from July 30, 2022 to July 30, 2024. The application has been approved
by the participating banks. The financial ratios and requirements above are reviewed based on the
annual and semi-annual consolidated financial statements audited by the independent auditors, who
the loan arranger recognized.

As of December 31, 2021, the amount drawn down from the syndicated loan was $882,500
thousand, and Phihong failed to comply with the requirement regarding the times interest earned
ratio. Therefore, the period within the announcement dates of the second quarterly and annual
consolidated financial statements in 2021 was seen as the improvement period. During the period,
the violation regarding the requirement of the ratio above was not deemed as a default. In addition,
Phihong has paid the loan arranger service charges at the annual rate of 0.1% of the unused credit
line, based on the loan contract. However, on December 30, 2021, Phihong has applied for
exemption from the violation regarding the requirement of the ratios by reviewing the figures of the
consolidated financial statements for the year ended 2021 and received the approval of the
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participating banks on March 1, 2022. As of December 31, 2023, Phihong remained in compliance
with the aforementioned financial ratios and covenants.

As of June 30, 2023, Phihong failed to comply with the requirement of the loan agreement, signed
on April 30, 2019, regarding net debt ratio. The period within the announcement dates of the second
quarterly and annual consolidated financial statements in 2023 was seen as an improvement period.
During the period, the violation regarding the requirement of the ratio above was not deemed a
default. In addition, Phihong has paid the loan arranger service charges at the annual rate of 0.1% of
the unused credit line, based on the loan contract. As of December 31, 2023, Phihong remained in
compliance with the aforementioned financial ratios and covenants.

For information on pledged properties and endorsements/guarantees, refer to Notes 30 and 31 to the
consolidated financial statements.

6) Phihong signed a joint credit agreement mainly hosted by Taiwan Shin Kong Commercial Bank,
Shanghai Commercial and Savings Bank and Hua Nan Commercial Bank, and co-sponsored by
Taishin International Bank, Taipei Fubon Bank, Entie Commercial Bank, First Commercial Bank
and Chang Hwa Commercial Bank, a total of 10 banks participating in the loan, on June 28, 2023.
The contract period is 3 years with a total credit limit of NT$3 billion, including NT$1.5 billion of
item A loan limit, NT$1 billion of item B loan limit and NT$45 million of item C loan limit, which
will be used to repay outstanding financial liabilities and enrich medium-term working capital for
Phihong, ZTM and ZSH. As of December 31, 2023, the credit limit has not been used yet.
According to the loan contract in the joint loan case, Phihong Technology Co., Ltd. shall maintain
the following financial ratios during the loan period (according to the annual and semi-annual
consolidated financial statements with an accountant’s audit or review, which is to be reviewed
every half year):

a) The current ratio (current assets/current liabilities) shall not be less than 100%.
b) The net debt ratio (total debt/net tangible value) shall not be higher than 200%.

¢) The interest protection multiples [(Pre-tax profit + Depreciation + Amortization + Interest
expense)/Interest expense] shall be maintained at more than two times (inclusive).

d) Net tangible value (net value minus intangible assets) shall not be less than NT$4.5 billion.

For information on pledged properties and endorsements/guarantees, refer to Notes 30 and 31 to the
consolidated financial statements.

18. BONDS PAYABLE

December 31
2023 2022
Secured domestic bonds $ 699,092 $ 698,688

Secured Domestic Bonds

On March 25, 2021, Phihong issued 70 units of $10,000 thousand, 0.60% secured bonds in Taiwan, with an
aggregate principal of $700,000 thousand.

For information on pledged properties and endorsements/guarantees, refer to Notes 30 and 31 to the
consolidated financial statements.
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19. OTHER PAYABLES

December 31
2023 2022
Current
Other payables
Payables for salaries and bonuses $ 316,232 $ 271,580
Payables for annual leave 72,357 65,818
Payables for purchases of equipment 28,231 26,683
Employee compensation payable 77,449 13,462
Director compensation payable 5,741 2,692
Others 965.271 637,710

$ 1,465,281 $ 1,017,945

Other current liabilities

Temporary receipts $ 114,701 $ 130,315
Others 75,987 18.064

$ 190,688 § 148,379

20. RETIREMENT BENEFIT PLANS

a.

Defined contribution plan

The Company adopted a pension plan under the Labor Pension Act (LPA), which is a state-managed
defined contribution plan. Under the LPA, the Company makes monthly contributions to employees’
individual pension accounts at 6% of monthly salaries and wages.

Defined benefit plans

The defined benefit plans adopted by the Company in accordance with the Labor Standards Act is
operated by the government of the ROC. Pension benefits are calculated on the basis of the length of
service and average monthly salaries of the 6 months before retirement. The Company contribute
amounts equal to 2-15% of total monthly salaries and wages to a pension fund administered by the
pension fund monitoring committee. Pension contributions are deposited in the Bank of Taiwan in the
committee’s name. Before the end of each year, the Company assesses the balance in the pension fund.
If the amount of the balance in the pension fund is inadequate to pay retirement benefits for employees
who conform to retirement requirements in the next year, the Company is required to fund the
difference in one appropriation that should be made before the end of March of the next year. The
pension fund is managed by the Bureau of Labor Funds, Ministry of Labor (the “Bureau”); the
Company has no right to influence the investment policy and strategy.

The amounts included in the consolidated balance sheets in respect of the Group’s defined benefit plans
are as follows:

December 31
2023 2022
Present value of funded defined benefit obligation $ 93,833 $ 101,474
Fair value of plan assets (61.814) (52.457)

Net defined benefit liabilities $ 32019 $ 49,017
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Movements in net defined benefit liabilities (assets) were as follows:

Balance at January 1, 2023
Service cost
Current service cost
Past service cost and loss on settlements
Net interest expense (income)
Recognized in profit or loss
Remeasurement
Return on plan assets (excluding amounts
included in net interest)
Actuarial (gain) loss
Changes in demographic assumptions
Changes in financial assumptions
Experience adjustments
Recognized in other comprehensive income
Contributions from the employer
Benefits paid

Balance at December 31, 2023

Balance at January 1, 2022
Service cost
Current service cost
Past service cost and loss on settlements
Net interest expense (income)
Recognized in profit or loss
Remeasurement
Return on plan assets (excluding amounts
included in net interest)
Actuarial (gain) loss
Changes in demographic assumptions
Changes in financial assumptions
Experience adjustments
Recognized in other comprehensive income
Contributions from the employer
Benefits paid

Balance at December 31, 2022

Present Value

of the Defined
Benefit Fair Value of
Obligation the Plan Assets
$ 101,474 $ (52,457)
(1,333) 998
1,522 (886)
189 112
- (288)
2,437 -
(8.768) -
(6,331) (288)
- (10,680)
(1,499) 1,499
$ 93,833 $ (61,814)
$ 141,424 $ (54,332)
332 -
(3,110) 2,433
707 (305)
(2,071) 2,128
- (4,038)
(8,485) -
(12.409) -
(20,894) (4,038)
- (13,200)
(16.985) 16,985
$ 101,474 $ (52,457)

Net Defined
Benefit
Liabilities
(Assets)

$ 49,017

(335)
636
301

(288)

2,437
(8.768)

(6.619)
(10,680)

§ 32,019
§ 87,092

332
(677)

402

57

(4,038)

(8,485_)
(12.409)

(24.932)
(13,200)

§ 49,017

Through the defined benefit plans under the Labor Standards Act, the Company is exposed to the

following risks:

1) Investment risk: The plan assets are invested in domestic and foreign equity and debt securities,
bank deposits, etc. The investment is conducted at the discretion of the Bureau or under the
mandated management. However, in accordance with relevant regulations, the return generated by
plan assets shall not be below the interest rate for a 2-year time deposit with local banks.
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2) Interest risk: A decrease in the bond interest rate will increase the present value of the defined
benefit obligation; however, this will be partially offset by an increase in the return on the plans’
debt investments.

3) Salary risk: The present value of the defined benefit obligation is calculated using the future salaries
of plan participants. As such, an increase in the salaries of the plan participants will increase the
present value of the defined benefit obligation.

The actuarial valuations of the present value of the defined benefit obligation were carried out by
qualified actuaries. The significant assumptions used for the purposes of the actuarial valuations are as

follows:
December 31
2023 2022
Discount rate(s) 1.250% 1.50%
Expected rate(s) of salary increase 3.75% 3.75%

If possible reasonable changes in each of the significant actuarial assumptions will occur and all other
assumptions will remain constant, the present value of the defined benefit obligation will increase
(decrease) as follows:

December 31
2023 2022

Discount rate(s)

0.25% increase $ (2,391) $ (2,470)

0.25% decrease $ 2478 § 2561
Expected rate(s) of salary increase

0.25% increase $ 2,378 $ 2464

0.25% decrease $ (2,308) $ (2,390)

The above sensitivity analysis may not be representative of the actual changes in the present value of
the defined benefit obligation as it is unlikely that changes in assumptions will occur in isolation of one
another as some of the assumptions may be correlated.

December 31
2023 2022
Expected contributions to the plans for the next year $ 10,680 $ 13,200
Average duration of the defined benefit obligation 10.4 years 9.9 years
21. EQUITY
a. Share capital
December 31
2023 2022
Number of shares authorized (in thousands of shares) 600,000 600,000
Shares authorized $ 6,000,000 $ 6,000,000
Number of shares issued and fully paid (in thousands of shares) 431,208 375,208
Shares issued and fully paid $ 4,312,084 $ 3,752,084
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Fully paid ordinary shares, which have a par value of NT$10, carry one vote per share and carry a right
to dividends.

Considering the long-term cooperation with strategic investors, improvement in financial structure and
enhancement of operational efficiency, the Company held the special meeting of shareholders for the
private placement of its ordinary shares on December 16, 2021. In the meeting, the shareholders of the
Company resolved the proposal and authorized the board of the directors to carry out the non-public
offering twice, of which the shares to be issued should not exceed 37,520 thousand shares in total,
within one year from the resolution date of the special meeting of shareholders.

On December 22, 2021, the board of directors resolved the specific subscriber for the offering of 37,520

thousand shares and the date, December 24, 2021, as the subscription base date. The share price of the

private placement is determined by the highest price determined based on two pricing models, (a) one

of simple arithmetic means of the closing prices of 1, 3, and 5 business days before the pricing date,

after the adjustments for any distribution of stock dividends and cash dividends and capital reduction, (b)
simple arithmetic means of the closing prices of 30 business days before the pricing date, after the

adjustments for any distribution of stock dividends, cash dividends and capital reduction. Thus, the

reference price for the private placement is $44.73 per share. Then, the subscription price is determined

as $40.26 per share, 90 percent of the reference price. The private placement has been completed on

December 24, 2021, and legally registered on March 23, 2022.

In accordance with Article 43-8 of the Securities and Exchange Act, the above ordinary shares of the
private placement can be publicly traded after 3 years from the acquisition date and applying for the
public offering. Except for the prohibition an public trade, those who shares have the same rights and
obligations as those who own the outstanding shares.

To enrich working capital, the board of directors resolved to issue 56 million shares each with a par
value of NT$10, at NT$49.8 per share during the meeting on July 31, 2023. The above transaction was
approved by the authorities and the subscription base date was determined to be October 27, 2023. On
October 26, 2023, the full amount has been collected. Moreover, the capital change registration was
completed on November 24, 2023.

Capital surplus
December 31
2023 2022

May be used to offset a deficit, distributed as cash dividends, or

transferred to share capital
Issuance of common shares $ 3,745,633 $ 1,379,472
Conversion of bonds 667,058 667,058
Treasury share transactions 48,234 48,234
Expired employee stock warrants 33,789 -
Interest payable on bond conversion 13,243 13,243
Adjustment to share of change in equity of associates and joint

ventures 61 -
May be used to offset a deficit only
Treasury share transactions 71.365 71.365

4,579,383 2,179,372



The capital surplus arising from shares issued in excess of par (including share premium from issuance
of common shares, conversion of bonds and treasury share transactions) and donations may be used to
offset a deficit; in addition, when the Company has no deficit, such capital surplus may be distributed as
cash dividends or transferred to share capital (limited to a certain percentage of the Company’s capital
surplus and once a year).

Retained earnings and dividend policy

Under the dividend policy as set forth in the amended Articles, where the Company made profit in a
fiscal year, the profit shall be first utilized for paying taxes, offsetting losses of previous years, setting
aside as legal reserve of 10% of the remaining profit, setting aside or reversing a special reserve in
accordance with the laws and regulations, 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 should be resolved in the shareholders’ meeting for the distribution of
dividends and bonuses to shareholders. For the policies on the distribution of employees’ compensation
and remuneration of directors after the amendment, refer to “Employees’ compensation and
remuneration of directors” in Note 23-g to the consolidated financial statements.

Appropriation of earnings to legal reserve shall be made until the legal reserve equals the Company’s
paid-in capital. The legal reserve may be used to offset deficit. If the Company has no deficit and the
legal reserve has exceeded 25% of the Company’s paid-in capital, the excess may be transferred to
capital or distributed in cash.

When a special reserve is appropriated, the special reserve is only appropriated from the sum of net
profit for current period and items other than net profit that are included directly in the unappropriated
earnings for current period is used if the prior unappropriated earnings is not sufficient.

The appropriations of earnings for 2022 and the deficit compensation for 2021 that had been resolved
by the shareholders in their meeting on June 9, 2023 and June 8, 2022, were as follows:

Appropriation Deficit
of Earnings Compensation
For the Year For the Year
Ended Ended
December 31, December 31,
2022 2021
Legal reserve § 9127 $ 316,924
Special reserve $ 82,146

The appropriation of earnings for 2023, which was proposed by the Company’s board of directors on
March 7, 2024, was as follows:

For the Year
Ended
December 31,
2023

Legal reserve $ 26,785
Special reserve $ 54,514

The appropriation of earnings for 2023 will be resolved by the shareholders in their meeting to be held
on June 12, 2024.
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d. Special reserves

On the first-time adoption of IFRS Accounting Standards, the Company transferred $10,968 thousand
and $250,296 thousand of unrealized revaluation increment and cumulative translation exchange
differences on translating the financial statements of foreign operations to retained earnings,
respectively. Because the increase in the retained earnings resulting from the firs-time adoption of IFRS
Accounting Standards could not fulfill the appropriation for the special reserves generated from the
revaluation and translation differences, Phihong appropriated the amount of $230,859 thousand, the
increase in retained earnings from all IFRS Accounting Standards adjustments to the special reserve.

e. Other equity items
1) Exchange difference on translating the financial statements of foreign operations

For the Year Ended December 31

2023 2022
Balance, beginning of period $ (244,171) $ (523,866)
Exchange differences on the translation of the financial
statements of foreign operations (49.295) 279,695
Balance, end of period $ (293,466) $ (244,171)

2) Unrealized valuation gain (loss) on financial assets at FVTOCI

For the Year Ended December 31

2023 2022
Balance, beginning of period $ (80,339) $(88,412)
Current generation
Unrealized loss - equity instruments 6,593 (862)
Share from associates accounted for using the equity
method (306) 8,935
Balance, end of period $ (74,052) $ (80,339)

f.  Non-controlling Interests

For the Year Ended December 31

2023 2022
Balance, beginning of period $ (9,653) $ (8,671
Attributable to non-controlling interests:
Share of loss for the period (37) (21
Exchange differences on translation the financial statements of
foreign entities 7 (961)

Balance, end of period $ (9,683) $ (9,653)



22. REVENUE

Revenue from contracts with customers
Revenue from the sale of goods
Revenue from the rendering of services

Contract balances

Contract liabilities
Contract liabilities - current

23. NET PROFIT (LOSS) FROM CONTINUING OPERATIONS

a. Interest income

Bank deposits
Others

b. Other income

Sample revenue (Note 30)
Dividend income
Others
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For the Year Ended December 31

2023 2022

$ 12,115,290 $ 13,920,213
217,107 97.362

§ 12,332,397 $ 14,017,575

December 31

2023 2022

§ 4232831 § 300,547

For the Year Ended December 31

2023 2022
$ 121,092 $ 37,686
- 331

$ 121,092 § 38,017

For the Year Ended December 31

2023 2022
$ 26,001 $ 69,865
7477 2,995
123,241 92.346

§ 156,719 § 165,206



C.

Other gains and (losses)

Net foreign exchange (losses) gains

Loss on disposal of property, plant and equipment

Loss on disposal of intangible assets
Gain on disposal of investment

Gain on disposal of non-current assets held for sale

Gain on lease modification
Others

Depreciation and amortization

Property, plant and equipment
Right-of-use assets
Computer software

An analysis of depreciation by
Operating costs
Operating expenses

An analysis of amortization by
Operating costs
Operating expenses

Finance costs

Bank loans interest

Bonds payable interest

Lease liabilities interest

Interest on the disposal of trade receivables
Other finance costs
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For the Year Ended December 31

2023

$ (26,359)
(2,345)
(262)

540
(3.906)

32,332

For the Year Ended December 31

2022

$ 56,942
(9,063)
(44)
3,334
11,765

(7214)
$ 55,720

2023
$ 298,488
50,068
18.944
$ 367,500
§ 159,969
188,587
$ 348,556

$ 3,781
15.163

§ 18944

For the Year Ended December 31

2022
$ 275,727
39,661
15,113

330,501

§ 151,706
163.682

$ 315,388

$ 416l
10.952

§ 15,113

2023

$ 112,178
10,590
2,757
4,958

$ 130,483

2022

§ 61,331
9,094
2,073

978
4.442

$ 77,918



f. Employee benefits expense

For the Year Ended December 31

2023 2022

Short-term employee benefits $ 2,800,725 $ 2,582,044
Post-employment benefits (Note 20)

Defined contribution plans 49,236 22,096

Defined benefit plans 301 58
Total employee benefits expense $ 2,850,262 $ 2,604,198
An analysis of employee benefits expense by function

Operating costs $ 1,170,577 $ 1,453,699

Operating expenses 1,679,685 1,150,499

$ 2,850,262 $ 2,604,198

g. Employees’ compensation and remuneration to directors
Phihong accrued employees’ compensation and remuneration of directors at the rates no less than 10%
and no higher than 2%, respectively, of net profit before income tax, employees’ compensation, and
remuneration of directors. The compensation of employees and the remuneration of directors for the
years ended December 31, 2023 and 2022 are as follows:

Accrual rate

For the Year Ended December 31

2023 2022
Compensation of employees 10% 10%
Remuneration of directors 2% 2%
Amount

For the Year Ended December 31

2023 2022
Compensation of employees $ 77,449 $ 13,462
Remuneration of directors 5,741 2,692

If there is a change in the proposed amounts after the annual consolidated financial statements are
authorized for issue, the differences are recorded as a change in accounting estimate.

Information on the compensation of employees and remuneration of directors resolved by the

Company’s board of directors for 2023 and 2022 is available at the Market Observation Post System
website of the Taiwan Stock Exchange.
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h. Gain or loss on foreign currency exchange

For the Year Ended December 31

2023 2022
Foreign exchange gains $ 44,255 $ 204,315
Foreign exchange losses (70,614) (147.373)
Net gains (loss) $ (26,359) $ 56,942

24. INCOME TAXES RELATING TO CONTINUING OPERATIONS

a.

Income tax recognized in profit or loss
Major components of income tax expense (benefit) are as follows:

For the Year Ended December 31

2023 2022
Current tax
In respect of the current period $ 224,835 $ 132,392
Adjustments for prior year (10,186) 5,679
Deferred tax
In respect of the current period (12.,757) (21,237)
Income tax expense recognized in profit or loss $ 201,892 $ 116,834

A reconciliation of accounting profit and income tax expense is as follows

For the Year Ended December 31

2023 2022
Profit before tax from continuing operations $ 464,406 $§ 188,140
Income tax expense calculated at the statutory rate $ 216,016 $ 132,392
Adjustments for prior years’ tax (10,186) 5,679
Land value increment tax 8,819 -
Deductible temporary differences (12.,757) (21,237)
Income tax expense recognized in profit or loss $ 201,892 $ 116,834

Income tax recognized in other comprehensive income

For the Year Ended December 31

2023 2022
Deferred tax
In respect of the current year
Remeasurement of defined benefit plans $ 1324 $ 4986

Total income tax recognized in other comprehensive income $ 1,324 $ 4986
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C.

Current tax liabilities

December 31
2023 2022
Current tax liabilities
Income tax payable $ 146,078 $ 136,533

Deferred tax assets and liabilities
The movements of deferred tax assets and deferred tax liabilities were as follows:

For the year ended December 31, 2023

Recognized in

Other
Recognized in Comprehensive
Opening Balance Profit or Loss Income
Deferred tax assets
Temporary differences
Allowance for inventory valuation $ 946 $ 1,419 $ -
Unrealized gross profit 7,834 (604) -
Pension cost 19,162 2,009 -
Tax Loss 18,624 (18,624) -
Others 10,927 14.173 (1.324)
$ 57493 $ (1,627) $ (1,324)
Deferred tax liabilities
Temporary differences
Unrealized investment gains $ 44,649 $(14.384) $ -

For the year ended December 31, 2022

Recognized in

Other
Recognized in Comprehensive
Opening Balance Profit or Loss Income
Deferred tax assets
Temporary differences
Allowance to reduce inventory to
market $ 3,910 $ (2,964) $ -
Gross profit 15,870 (8,036) -
pension cost 16,670 2,492 -
Loss carryforwards 16 18,608 -
Others 16,648 (735) (4.986)
$ 53,114 $ 9365 $ (4,986)
Deferred tax liabilities
Temporary differences
Investment properties $ 56,520 $(11.871) $ -
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Closing Balance

$ 2,365
7,230
21,171

23,776

$ 54,542

$ 30,265

Closing Balance

$ 946
7,834
19,162
18,624
10927

$ 57.493

$ 44,649



25.

26.

e. Deductible temporary differences, unused loss carryforwards for which no deferred tax assets have been
recognized in the consolidated balance sheets

December 31
2023 2022
Loss carryforwards S - $ 659,020

f. Income tax assessments

The Company’s income tax returns through 2021 have been assessed by the tax authorities.

SHARE-BASED PAYMENT

On August 25, 2023, the Company obtained approval from the Financial Supervisory Commission to issue
56,000 thousand shares for capital increase by cash. As per decision of the board of director’s, 15% of the
new shares were reserved for employee subscription. On September 5, 2023, the Company confirmed the
number of shares subscribed by employees. The date is seemed as the grant date for recognizing the fair
value of share-based compensation expense by the Black-Scholes option pricing model, and accordingly,
increased the capital surplus by NT$176,400 thousand.

EARNINGS PER SHARE
Unit: NT$ Per Share
For the Year Ended December 31
2023 2022
Basic earnings per share $ 0.68 $ 0.19
Diluted earnings per share $ 0.68 $ 0.19

The earnings and weighted average number of ordinary shares outstanding used in the computation of
earnings per share were as follows:

Net Profit for the Period

For the Year Ended December 31

2023 2022
Profit used in the computation of basic earnings per share $ 262,551 $ 71,327

Profit used in the computation of diluted earnings per share $ 262,551 § 71327
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27.

28.

Ordinary Shares Qutstanding
Unit: In Thousands of Shares

For the Year Ended December 31

2023 2022
Weighted average number of ordinary shares used in computation of
basic earnings per share $ 384,567 $ 375,208
Effect of potentially dilutive ordinary shares
Compensation of employee 477 341
Weighted average number of ordinary shares used in the
computation of diluted earnings per share $ 385,044 $ 375,459

The Company may settle the compensation of employees in cash or shares; therefore, the Company
assumes that the entire amount of the compensation will be settled in shares, and the resulting potential
shares are 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 shares is included in
the computation of diluted earnings per share until the number of shares to be distributed to employees is
resolved in the following year.

GOVERNMENT GRANTS

PHC received $4,057 thousand in government grants for acquiring energy-saving equipment in 2022. Such
amounts have been deducted from the carrying amounts of the relevant assets while recognized in profit or
loss within the useful lives of the assets by reducing the depreciation expenses. For the year ended
December 31, 2023 and 2022, the depreciation expenses have been decreased by $3,199 and $246 thousand,
respectively.

CAPITAL MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as going
concerns while maximizing the return to stakeholders through the optimization of the debt and equity
balance. The Group’s overall strategy remains unchanged.

The capital structure of the Group consists of net debt (borrowings offset by cash and cash equivalents) and
equity attributable to owners of the Company (comprising issued capital, reserves, retained earnings and

other equity).

The Group is not subject to any externally imposed capital requirements.
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29. FINANCIAL INSTRUMENTS

a. Fair value of financial instruments measured at fair value on a recurring basis

1)

2)

Fair value hierarchy

December 31, 2023

Financial assets at FVTPL
Mutual funds

Financial assets at FVTOCI
Investments in equity
instruments at FVTOCI
Domestic unlisted shares

December 31, 2022

Financial assets at FVTPL
Mutual funds

Financial assets at FVTOCI
Investments in equity
instruments at FVTOCI
Domestic unlisted shares

Level 1 Level 2 Level 3 Total
$ $ - $ - $ -
$ $ - $ 122,608 $ 122,608
Level 1 Level 2 Level 3 Total
$ $ - $ - $ -
$ $ - $ 99,764 $ 99,764

There were no transfers between Levels 1 and 2 in the current and prior periods.

Reconciliation of Level 3 fair value measurements of financial instruments

Financial assets

Balance, beginning of period

Recognized in other comprehensive income (unrealized gain
(loss) on financial assets at FVTOCI)

Additions

Repayment from capital reduction
Effect of foreign currency exchange differences

Balance, end of period

December 31
2023 2022
$ 99,764 $ 87,226
6,593 (862)
21,000 16,104
(4,742) (2,704)
I )] - -

§ 122,608 § 99,764



b. Categories of financial instruments

December 31
2023 2022

Financial assets
Financial assets at amortized cost (1) $ 7,865,670 $ 6,308,002
Financial assets at FVTOCI

Equity instruments 122,608 99,764
Financial liabilities
Financial liabilities at amortized cost (2) 5,779,260 7,995,482

1) The balances included cash and cash equivalents, financial assets measured at amortized cost, notes
receivable, trade receivables, trade receivables from related parties, other receivables, other
receivables from related parties and refundable deposits.

2) The balances included short-term borrowings, short bills payable, contract liabilities, trade payables,
trade payables to related parties, other payables, bonds payable, long-term borrowings, lease
liabilities and guarantee deposits received.

c. Financial risk management objectives and policies

The Group’s major financial instruments included cash and cash equivalents, financial assets measured
at amortized cost, equity instruments, notes receivable, trade receivables, other receivables, other
receivables from related parties, refundable deposits/guarantee deposits received, short-term borrowings,
short bills payable, contract liabilities, trade payables, trade payables to related parties, other payables,
long-term borrowings, bonds payable and lease liabilities. The Group’s corporate treasury function
provides services to the business, coordinates access to domestic and international financial markets,
monitors and manages the financial risks relating to the operations of the Group through internal risk
reports which analyze exposures by degree and magnitude of risks. These risks include market risk
(including foreign currency risk and interest rate risk), credit risk and liquidity risk.

1) Market risk

The Group’s operating activities expose 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

Several subsidiaries of the Company had foreign currency sales and purchases, which exposed
the Group to foreign currency risk. The Group believed that its foreign currency assets and
liabilities were not significantly exposed to foreign currency risk. Thus, after assessing its
balance of foreign currency assets and liabilities, it did not hedge the risk and did not adopt
hedge accounting.

The carrying amounts of the Group’s foreign currency denominated monetary assets and
monetary liabilities (including those eliminated on consolidation) and of the derivatives exposed
to foreign currency risk at the end of the reporting period are set out in Note 33 to the
consolidated financial statements.
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Sensitivity analysis

The Group was mainly exposed to the USD, RMB and VND.

The following table details the Group’s sensitivity to a 1% increase and decrease in New
Taiwan dollars (the functional currency) against the relevant foreign currencies. The sensitivity
analysis is for a 1% change in foreign currency rates and included only outstanding foreign
currency denominated monetary items at the end of the reporting period. A positive number
below indicates a decrease in pre-tax profit (loss) when New Taiwan dollars strengthen by 1%
against the relevant currency. For a 1% weakening of New Taiwan dollars against the relevant
currency, there would be an equal and opposite impact on pre-tax profit (loss) and other equity,
and the balances below would be negative.

For the Year Ended December 31

2023 2022
USD $ 17,740 $ 11,494
RMB (1,888) (2,176)
VND 1,473 3,763

b) Interest rate risk

The Group was exposed to fair value interest rate risk and cash flow interest rate risk from
long-term, short-term borrowings, short-term bills payable, bonds payable and lease liabilities at
both fixed and floating interest rates.

The carrying amounts of the Group’s financial liabilities with exposure to interest rates at the
end of the reporting period were as follows:

December 31
2023 2022
Fair value interest rate risk
Financial liabilities $ 1,377,012 $ 2,197,138
Cash flow interest rate risk
Financial liabilities 544,257 1,727,345

2) Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in
financial loss to the Group. At the end of the reporting period, the Group’s maximum exposure to
credit risk could be equal to the carrying amount of the respective recognized financial assets as
stated in the consolidated balance sheets.

According to the Group’s policy, the Group only transacts with creditworthy counterparties. In the
case that overdue receivables may result to the risks on financial losses, the Group usually obtains
the collateral to mitigate the risks. The Group continuously monitors the risk exposure and the
credit ratings of the counterparties. In addition, to control the credit risk exposure, the Group
transacts with many creditworthy customers and assigns personnel to annually review and approve
their credit limits.

Trade receivables generate from a large number of customers, who vary from the industries and
geographical areas. The Group continuously evaluate the customers’ financial performances to
ensure the collection of the trade receivables. In addition, if necessary, the Group purchases the
insurance to secure the trade receivables.



3) 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. In addition, management monitors the utilization of bank borrowings and
ensures compliance with loan covenants.

The Group relies on bank borrowings as a significant source of liquidity. As of December 31, 2023
and 2022, the Group had available unutilized bank loan facilities set out in (b) below.

a) Liquidity and interest rate risk tables for non-derivative financial liabilities

The following table details the Group’s remaining contractual maturity for its non-derivative
financial liabilities with agreed repayment periods. The table had been drawn up based on the
undiscounted cash flows of financial liabilities from the earliest date on which the Group can be
required to pay. The table included both interest and principal cash flows. Specifically, bank
loans with a repayment on demand clause were included in the earliest time band regardless of
the probability of the banks choosing to exercise their rights. The maturity dates for other
non-derivative financial liabilities were based on the agreed repayment dates.

December 31, 2023
On Demand
or Less than
1 Year 1to3 Years Over 3 Years Total
Non-derivative financial
liabilities
Non-interest bearing $ 2,817,770  $ - 3 - $ 2,817,770
Lease liabilities 31,088 11,074 12,781 54,943
Variable interest rate
instrument 373,291 29,733 141,233 544,257
Fixed interest rate instrument 622.978 - 699.092 1,322,070

§ 3,845,127 § 40,807 $§ 853,106 $ 4,739,040

Further information on the maturity analysis of the above lease liabilities was as follows:

Less than
1 Year 1 to 5 Years 5to 10 Years
Lease liabilities $ 31,088 $ 16,362 $ 7,493
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December 31, 2022

On Demand
or Less than
1 Year 1to3 Years Over 3 Years Total
Non-derivative financial
liabilities
Non-interest bearing $ 3,640,277 $ -3 - $ 3,640,277
Lease liabilities 44,518 35,668 15,624 95,810
Variable interest rate
instrument 1,061,762 509,483 156,100 1,727,345
Fixed interest rate instrument 734,640 668,000 698,688 2,101,328

$ 5481,197 § 1.213,151 $ 870412 $ 7,564,760

Further information on the maturity analysis of the above lease liabilities was as follows:

Less than
1 Year 1to S Years 5 to 10 Years
Lease liabilities $ 44,518 $ 43,461 § 7831
b) Financing facilities
December 31
2023 2022
Unsecured bank facilities:
Amount used § 376,870 $ 2,377,690
Amount unused 5,150,988 1,578,635
$ 5,527,858 $ 3,956,325
Secured bank facilities:
Amount used $§ 8082810 § 721,760
Amount unused 779.436 1,141,700
$ 1,588,246 $ 1,863,460
30. RELATED-PARTY TRANSACTIONS
a. The Group’s related parties and relationship
Related Party Relationship with the Group
Everbright Manufacturing Co., Ltd. (Note 1) Other related party
Dongguan Guan Hung Industrial Co., Ltd. (Note 1) Other related party
Hua Jung Components Co., Ltd. Other related party
TCC Energy Storage Technology Corporation Related party
SG Digital Technology Ltd. Related party
Spring City Resort Co., Ltd. Associate

(Continued)
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Related Party

Relationship with the Group

Peter Lin
Su-Nu Chien
Kevin Lin
Joyce Lin
Peggy Wu

Phihong’s chairman
Related party
Related party
Related party
Related party

(Concluded)

Note 1: There are no related parties since the fourth quarter of 2023.

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. Details of
transactions between the Group and other related parties were disclosed below:

Trading transactions

For the Year Ended December 31

Item Related Party Category 2023 2022
Operating revenue Related party $ 3,760 $ 4915
Operating costs Other related party $§ 123,149 $ 194,424

The sales prices and trading terms of the Group to related parties are based on contractual agreements.
The purchase price of the Group from the above-mentioned related parties is based on factors such as
product type, cost, market price, and market competition, and is not significantly different from that of

ordinary manufacturers.

Contract liabilities

December 31
2023 2022
Related Party Category
Related party § 12,606 $ 20,526
Receivables from related parties
December 31
Item Related Party Category 2023 2022
Trade receivables Related party $ 873 $
Other receivables Related party S - § 3,654
Payables to related parties
December 31
Item Related Party Category 2023 2022

Trade payables Other related party $ 4788 $ 86,319



f. Operating expenses

For the Year Ended December 31

Item Related Party Category 2023 2022
Operating expense Related party $ 24920 $§ 22612

g. Remuneration of key management personnel

The types and amounts of the remuneration of directors and other members of key management
personnel were as follows:

For the Year Ended December 31

2023 2022
Short-term benefits $ 52,094 $ 61,496
Post-employment benefits 324 806

§ 52418 § 62302

The remuneration of directors and key executives is determined by the remuneration committee based
on the performance of individuals and market trends.

h. Other transactions with related parties
Phihong’s chairman served as the joint guarantor for Phihong’s short-term borrowings, short bills

payable, bonds payable and long-term borrowings. As of December 31, 2023 and 2022, the amounts of
the guarantees were $987,476 thousand and $3,333,504 thousand, respectively.

1. Others
For the Year Ended December 31
Item Related Party Category 2023 2022
Non-operating income-sample Related party b - $ 29,580
income

31. ASSETS PLEDGED AS COLLATERAL OR FOR SECURITY

The following assets of the Group have been provided as collateral for the project performance bond, bank
loan, domestic secured corporate bonds, and money lodged at courts:

December 31
2023 2022
Financial assets at amortized cost - current (Note 8) § 2,700 $ 500
Financial assets at amortized cost - non-current (Note 8) 10,500 22,030
Land 463,345 463,345
Right-of-use assets - land use right 65,693 67,404
Buildings 418,256 423.816

§ 960,494 § 977,095



32.

33.

SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNIZED COMMITMENTS

In addition to those disclosed in other notes, significant contingencies and unrecognized commitments of
the Group at December 31, 2023 and 2022 were as follows:

December 31
2023 2022
Acquisition of property, plant and equipment
The amount of signed contract $ 2,508,983 $ 1,500,991
Unpaid amount 1,046,943 190,172

SIGNIFICANT ASSETS AND LIABILITIES DENOMINATED IN FOREIGN CURRENCIES

The Groups’ significant financial assets and liabilities denominated in foreign currencies aggregated by the
foreign currencies other than functional currencies and the related exchange rates between foreign
currencies and respective functional currencies were as follows:

December 31, 2023

Foreign
Currency Carrying
(In Thousands) Exchange Rate Amount
Financial assets
Monetary items
USD $ 82,978 30.70500 $ 2,547,844
RMB 18,989 4.32623 82,152
VND 203,775,516 0.0126 256,757
Financial liabilities
Monetary items
USD 25,203 30.70500 773,856
RMB 62,641 4.32623 271,001
VND 86,848,120 0.00126 109,429
December 31, 2022
Foreign
Currency Carrying
(In Thousands) Exchange Rate Amount
Financial assets
Monetary items
USD $ 90,458 30.72500 § 2,779,316
RMB 9,068 4.40230 39,919
VND 393,378,124 0.00130 511,392
Financial liabilities
Monetary items
USD 53,050 30.72500 1,629,965
RMB 58,489 4.40230 257,484
VND 103,942,821 0.00130 135,126



34. SEPARATELY DISCLOSED ITEMS

a.

Information about significant transactions and investees
1) Financing provided to others. (Table 1)
2) Endorsements/guarantees provided. (Table 2)

3) Marketable securities held (excluding investment in subsidiaries, associates and joint ventures).
(Table 3)

4) Marketable securities acquired and disposed of at costs or prices of at least NT$300 million or 20%
of the paid-in capital. (None)

5)Acquisition of individual real 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 4)

8)Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in capital.
(Table 5)

9) Trading in derivative instruments. (None)

10) Intercompany relationships and significant intercompany transactions. (Table 6)

11) Information on investees. (Table 7)

Information on investments in 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 period, repatriations of investment income, and limit on the amount of
investment in the mainland China area. (Table 8)

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: (Table 9)

a) The amount and percentage of purchases and the balance and percentage of the related payables
at the end of the period.

b) The amount and percentage of sales and the balance and percentage of the related receivables at
the end of the period.

¢) The amount of property transactions and the amount of the resultant gains or losses.

d) The balance of negotiable instrument endorsements or guarantees or pledges of collateral at the
end of the period and the purposes.
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e) The highest balance, the end of period balance, the interest rate range, and total current period
interest with respect to financing of funds.

f) Other transactions that have a material effect on the profit or loss for the period or on the
financial position, such as the rendering or receiving of services.

c. Information of major shareholders: List all 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
(Table 10)
35. SEGMENT INFORMATION
a. Basic information of operation segments
1) Classification of operating segments

The segments of the Group to be reported are as follows:

a) Power Supply Products Segment: Mainly responsible for the R&D, design, manufacturing, sales,
and after-sales service of power supply products.

b) EV Energy Products Segment: Mainly responsible for the R&D, design, manufacturing, sales,
and after-sales service of EV Energy products.

2) Principles for measuring profit and loss of the operating segment
The accounting policies of each operating segment are the same as the material accounting policies
described in Note 4. The profit and loss of the operating segment of the Group are measured by the
operating profit and loss that can be controlled by the segment manager and are used as the basis for
management performance evaluations.

b. Segment revenues and results

The following was an analysis of the Group’s revenue and results by reportable segment:

Power Supply EV Energy Other Total

For the year ended

December 31, 2023
Revenues from external

customers § 7572407 § 4740789 § 19,201 $ 12,332,397
Segment (losses) incomes $ (283264) $ 634,825 $ 3,182 § 354,743
Interest incomes 121,092
Other incomes 156,719
Other gains and losses (32,332)
Finance costs (130,483)
Share of loss of associates (5,333)
Gain before income tax S 464,406

(Continued)
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Power Supply EV Energy Other Total

For the year ended
December 31, 2022

Revenue from external

customers $§ 12,128906 $ 1,876,665 § 12,004 $ 14,017,575
Segment (losses) incomes $ 36,242 $ (24,815) § 2,230 $ 13,657
Interest incomes 38,017
Other incomes 165,206
Other gains and losses 55,720
Finance costs (77,918)
Share of loss of associates (6,542)
Gain before income tax $ 188,140

(Concluded)

Revenue from major products and services

The following is an analysis of the Group’s revenue from continuing operations from its major products
and services.

For the Year Ended December 31

2023 2022
Power supply products $ 7,591,608 $ 12,140,910
EV energy products 4,740,789 1,876,665

§ 12,332,397 § 14,017,575

Geographical information
The Group operates in three principal geographical areas - Asia, Americas and Europe.

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
2023 2022 2023 2022
Asia $ 5,175,057 $ 9,892,905 $ 4,626,829 $ 4,599,366
Americas 5,367,868 2,331,342 158,660 142,110
Europe 1,666,411 1,622,631 8,431 10,301
Others 123,061 170,697 - -

§ 12,332,397 § 14,017,575 § 4,793,920 § 4751777
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C.

Information on major customers

The revenue for 2023 and 2022, amounting to $12,332,397 thousand and $14,017,575 thousand,
respectively, included revenue totaling approximately $4,540,240 thousand and $6,530,995 thousand
from sales to the Group’s largest customer.

Single customers contributing 10% or more to the Group’s revenue were as follows:

For the Year Ended December 31

2023 2022
Customer A $ 1,624,039 $ 2,645,962
Customer B 1,607,820 2,334,051
Customer C 1,308,381 1,550,982

$ 4,540,240 $ 6,530,995
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TABLE 1

PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

FINANCING PROVIDED TO OTHERS
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

No Financial Statement Highest Balance for Actual Borrowin, Nature of Business Reasons for Allowance for Collateral Financing Limit for Aggregate
(No te‘ n Lender Borrower Account Related Party e the Period Ending Balance Amount € | Interest Rate Financing Transaction Short-term Impairment Loss It Val Each Borrower Financing Limit Note
(Note 2) Amount Financing P em alue (Notes 3 and 4) (Notes 3 and 4)
0 PHT ZSH Other receivables from Yes $ 844388 | $ 307,050 | $ - | 3.00%-6.50% b. $ - |Capital movement $ - - $ -1 8 1,881,983 | $ 3,763,967
related parties (US$  27,500,000) | (US$ 10,000,000)
ZCM ” ” 921,150 460,575 - | 3.00%-6.50% ” - " - - - 1,881,983 3,763,967
(US$  30,000,000) | (US$  15,000,000)
ZCS ” ” 153,525 - - 3.00% ” - " - - - 1,881,983 3,763,967
(US$  5,000,000) | (USS -)
ZAS ” ” 245,640 92,115 - | 3.00%-6.50% ” - " - - - 1,881,983 3,763,967
(US$  8,000,000) [ (US$  3,000,000)
ZNS ” ” 199,583 46,058 - | 3.00%-6.50% ” - " - - - 1,881,983 3,763,967
(US$  6,500,000) | (US$  1,500,000)
AN ” ” 153,526 76,763 - | 3.00%-6.50% ” - " - - - 1,881,983 3,763,967
(US$  5,000,000) [ (US$  2,500,000)
PHJ " " 64,575 - - 1.50% " - " - - - 1,881,983 3,763,967
(JPY 300,000,000) | JPY )
1 PHC PHP ” ” 216,312 - - 4.35% ” - " - - - 2,044,688 2,044,688
(RMB 50,000,000) | (RMB -
PHE ” ” 43,262 43,262 43,262 4.90% ” - " - - - 2,044,688 2,044,688
(RMB 10,000,000) | (RMB 10,000,000)
2 PHZ PHP ” ” 2,011,697 973,402 973,402 4.75% ” - " - - - 1,969,728 1,969,728
(RMB 465,000,000) | (RMB 225,000,000)
3 ZT™M ZSH " " 64,481 - - 5.00% " - " - - - 210,044 420,089
(US$  2,100,000) | (USS -)
ZCM " " 64,481 - - 5.00% " - " - - - 210,044 420,089
(US$  2,100,000) | (USS -)
ZCS " " 21,494 - - 5.00% " - " - - - 210,044 420,089
(US$ 700,000) | (US$ -)
ZAS " " 21,494 - - 5.00% " - ” - - - 210,044 420,089
(US$ 700,000) | (US$ -)
ZNS ” ” 21,494 - - 5.00% ” - ” - - - 210,044 420,089
(US$ 700,000) | (US$ -)
VAN ” ” 21,494 - - 5.00% ” - ” - - - 210,044 420,089
(US$ 700,000) | (US$ -)
4 PHA ZAS " " 368,460 368,460 - 6.50% " - " - - - 1,824,022 1,824,022
(US$  12,000,000) | (US$  12,000,000)

Note 1:  The parent company and its subsidiaries are coded as follows:

a. The parent company is coded “0”.
b.  The subsidiaries are coded consecutively beginning from “1” in the order presented in the table above.

Note 2:  Reasons for financing are as follows:

a.  Business relationship.
b.  The need for short-term financing.

Note 3:  According to the Company’s policy, the aggregated financing amounts provided to others shall not exceed 40% of its net worth, which is based on the latest audited or reviewed parent-company-only financial statements. The maximum amount permitted to a single borrower is listed based on the types of financing reasons as follows:

a.  Business relationship: Each of the financing amounts shall not exceed the higher amount of the total purchases from or sales to a borrower in the most recent year or in the current year.
b.  The need for short-term financing: Each of the financing amounts shall not exceed 20% of the Company’s net worth, which is based on the latest audited or reviewed parent-company-only financial statements.

Note 4:  According to loans between foreign subsidiaries in which the Company holds 100% of direct or indirect the operating procedures for loans to other subsidiaries of the Group, the aggregate amount of loans between subsidiaries shall not exceed 150% of the net worth of the lending subsidiary based on the latest financial statements.

337




PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

ENDORSEMENTS/GUARANTEES PROVIDED
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 2

Endorsee/Guarantee - . Ratio of
Limit on Maximum
. Accumulated Endorsement/ Endorsement/ Endorsement/
Endorsement/ Amount Outstanding Amount Aggregate . . .
. Actual Endorsement/ Guarantee Given | Guarantee Given | Guarantee Given
No. Guarantee Given Endorsed/ Endorsement/ . Endorsed/ Endorsement/ ce .
Endorser/Guarantor . . Borrowing Guarantee to Net .. by Parent on by Subsidiaries on Behalf of Note
(Note 1) Name Relationship on Behalf of Guaranteed | Guarantee at the Guaranteed by oo Guarantee Limit . .
. . Amount Equity in Latest Behalf of on Behalf of Companies in
Each Party During the End of the Period Collateral . . (Notes 2 and 3) Sy . . .
. Financial Subsidiaries Parent Mainland China
(Notes 2 and 3) Period o
Statements (%)
0 Phihong PHV Subsidiary of the | § 7,057,439 | $ 337,755 | § 276,345 | § 64,410 | § - 3.89 $ 9,409,919 Y N N 6 and 9
Company (US$ 11,000,000) [ (US$ 9,000,000) | (US$ 2,000,000)
ZT™M " 7,057,439 2,900,000 1,700,000 - - 23.94 9,409,919 Y N N 4,7 and 10
ZSH " 7,057,439 1,581,308 1,581,308 - - 2227 9,409,919 Y N N 5,8and 11
(US$ 51,500,000) | (US$ 51,500,000) | (US$ -)
Note 1:  The parent company and its subsidiaries are coded as follows:
a. The Company is coded “0”.
b. The subsidiaries are coded consecutively beginning from “1” in the order presented in the table above.
Note 2:  According to the Company’s procedures for the Management of Endorsements and Guarantees, the aggregate amount of endorsements/guarantees provided by the Company shall not exceed 100% of endorser/guarantor’s net worth. Additionally, the amount of endorsements/guarantees
provided by the Company for any single entity shall not exceed 75% of the Company’s net worth. The net worth is based on the Company’s latest parent-company-only financial statements.
Note 3:  In accordance with the operating procedures of the Group’s subsidiaries, the total amount of endorsements between subsidiaries shall not exceed the net value of the latest financial statement.
Note 4:  On August 4, 2022, the board of directors approved that the Company’s endorsements/guarantees amount to ZTM is NT$600 million.
Note 5:  On April 21, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to ZSH is US$3 million.
Note 6:  On May 11, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to PHV is US$7 million.
Note 7:  On June 26, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to ZTM is NT$1 billion.
Note 8:  On June 26, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to ZSH is US$45 million.
Note 9:  On June 26, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to PHV is US$2 million.
Note 10: On June 26, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to ZTM is NT$100 million.
Note 11: On November 9, 2023, the board of directors approved that the Company’s endorsements/guarantees amount to ZSH is US$3.5 million.




PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

MARKETABLE SECURITIES HELD

FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 3

Relationship with the December 31, 2023
Holding Company Name Type and Name of Marketable Securities . P Financial Statement Account Number of Carrying Percentage of . Note
Holding Company = o Fair Value
Shares Amount Ownership (%)
Phihong Ordinary shares
Pao-Dian Venture Capital Co., Ltd. None Financial assets at FVTOCI - non-current 229,980 $ 3,023 10.49 $ 3,023
Zhong-Xuan Venture Capital Co., Ltd. " Financial assets at FVTOCI - non-current 2,314,097 18,633 8.62 18,633
BMC Venture Capital Investment Corporation " Financial assets at FVTOCI - non-current 5,700,000 74,730 9.84 74,730
RFIC Technology Corporation " Financial assets at FVTOCI - non-current 1,000,000 3,922 3.50 3,922
BMD Venture Capital Investment Corporation n Financial assets at FVTOCI - non-current 2,100,000 19,824 9.31 19,824
Guang-Lai Ordinary shares
Taiwan Cultural & Creativity No. 1 Co., Ltd. None Financial assets at FVTOCI - non-current 3,000,000 2,379 10.83 2,379
PHJ Ordinary shares
ENECHANGE EV Labs Ltd. None Financial assets at FVTOCI - non-current 45 97 5.00 97
Note 1: The marketable securities stated here are related to shares, debentures and beneficiary certificates and the derivative products caused by those of “IFRS 9 Financial Instruments”.

Note 2: For information on the investments in subsidiaries and associates, refer to Tables 7 and 8.
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TABLE 4

PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES AMOUNTING TO AT LEAST $100 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

Transaction Details Abnormal Transaction N(Ttes/Accounts
. . Receivable (Payable)
Buyer Related Party Relationship Note
Purchase/ Amount % to Payment Terms Unit Price Payment Ending Balance % to
Sale Total y Terms g Total
Phihong PHA Subsidiary of the Company Sale $ (2,364,693) | (38.81) |To be agreed by both parties - - $ 102,716 14.01
PHJ " n (213,436) (3.50) " - - 50,441 6.88
PHC " Purchase 2,650,049 47.98 Vi - - - -
PHP " " 514,413 9.31 " - - 122 0.02
PHV " " 2,210,514 40.02 " - - - -
PHC PHT Subsidiary of PHT Sale (2,650,049) |(100.00) |To be agreed by both parties - - 200,840 -
PHP PHT Subsidiary of PHT Sale (514,413) | (29.45) |To be agreed by both parties - - 110,423 -
PHV PHT Subsidiary of PHT Sale (2,210,514) | (82.55) |To be agreed by both parties - - 194,441 -
PHA PHT Subsidiary of PHT Purchase 2,364,693 95.98 |To be agreed by both parties - - (102,716) | (92,57)
PHJ PHT Subsidiary of PHT Purchase 213,436 58.19 |To be agreed by both parties - - (50,441) | (37.72)
ZTM PHT Subsidiary of PHT Sale (119,868) (6.73) | To be agreed by both parties - - 21,962 7.7
ZSH Between subsidiaries n (860,890) | (48.33) " - - 85,743 30.08
ZAS n n (582,843) | (38.21) " - - 171,229 37.53
ZSH " Purchase 160,786 36.35 ” - - - -
ZAS ZCM Between subsidiaries Sale (115,581) (3.47) | To be agreed by both parties - - - -
ZSH " Purchase 1,812,620 91.61 n - - (69,029) | (93.14)
ZCM ZSH Between subsidiaries Sale (1,617,499) | (91.35) |To be agreed by both parties - - 128,955 57.32
ZAS " Purchase 115,581 7.96 ” - - - -
ZSH ZT™ Between subsidiaries Sale (160,786) (5.15) |To be agreed by both parties - - 38,541 11.31
ZAS " n (1,812,620) | (58.06) n - - 69,029 20.26
ZNS n n (194,274) (6.22) " - - 35,667 10.47
PHJ " " (144,594) | (4.63) " - - 84,720 24.86
ZT™ " Purchase 180,249 8.04 n - - (2,539) (1.66)
ZCM n " 1,617,499 72.17 " - - (128,952) | (84.09)
PHJ ZSH Between subsidiaries Purchase 144,594 39.42 |To be agreed by both parties - - (83,357) | (62.34)
ZNS ZSH Between subsidiaries Purchase 194,274 96.48 |To be agreed by both parties - - (35,667) | (85.32)
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PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL

DECEMBER 31, 2023

(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 5

Overdue Amount
. . . . Allowance for
Company Name Related Part Relationshi Financial Statement Account and| Turnover Received in Impairment
pany y P Ending Balance Rate Amount Actions Taken Subsequent pLoss
Period

Phihong PHA Subsidiary of the Company Trade receivables $ 102,716 10.55% - $ 101,555 $ -
PHC " Other receivables 237,299 - - 149,566 -

PHV " Other receivables 257,631 - - 222,553 -

PHZ PHP Fellow subsidiaries Other receivables 973,402 - - - -
ZTM ZAS Fellow subsidiaries Trade receivables 171,229 6.81% - 1,216 -
PHC PHT Subsidiary of PHT Trade receivables 200,840 26.39% - 200,824 -
PHP PHT Subsidiary of PHT Trade receivables 110,423 9.73% - 70,263 -
PHV PHT Subsidiary of PHT Trade receivables 194,441 14.80% - 194,441 -
ZCM ZSH Subsidiary of ZSH Trade receivables 128,955 9.50% - 128,955 -

=400 -




PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS
FOR THE YEAR ENDED DECEMBER 31, 2023

(In Thousands of New Taiwan Dollars)

TABLE 6

Transaction Details

No. Investee Company Counterparty Relationship %o to Total
(Note 1) (Note 2) Financial Statement Accounts Amount Payment Terms Sales or Assets
(Note 3)
0 PHT PHA a Sales revenue $ 2,364,693 |To be agreed by both parties 19
PHJ " " 213,436 " 2
PHC " Purchase 2,650,049 |No significant difference 21
PHP " " 514,413 " 4
PHV 4 n 2,210,514 4 18
ZTM " " 98,823 " 1
PHA " Trade receivables 102,716 |To be agreed by both parties 1
PHC " Other receivables 237,299 - 2
PHV " " 257,631 - 2
1 PHZ PHP c Other receivables 973,402 - 6
2 PHC PHT c Trade receivables 200,840 - 1
3 PHP PHT c Trade receivables 110,423 - 1
4 PHV PHT c Trade receivables 194,441 - 1
5 ZTM ZSH c Service income 680,640 - 6
ZAS " " 582,843 - 5
7SH ” Sale revenue 180,249 - 1
PHT 4 " 119,868 - 1
7ZAS ” Trade receivables 171,229 - 1
ZSH 4 " 85,743 - 1
6 ZAS ZCM c Sale revenue 115,581 - 1
7 ZSH ZTM c Sale revenue 160,786 - 1
PHA 4 " 68,025 - 1
ZAS " " 1,812,620 - 15
ZNS 4 n 194,274 - 2
PHJ ” Trade receivables 84,720 - 1
8 ZCM ZSH c Trade receivables 128,955 - 1
PHYL " Sale revenue 115,984 - 1
ZSH " " 1,617,499 - 13
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Note 1: The Company and its subsidiaries are coded as follows:

a. Parent company is coded “0”.
b. The subsidiaries are coded consecutively beginning from “1” in the order presented in the table above.

Note 2: Nature of relationship is as follows:
a. Parent company to subsidiary.
b. Subsidiary to parent company.

c. Between subsidiaries.

Note 3: The percentage calculation is based on the consolidated total operating revenues or total assets. For balance sheet items, each item’s period-end balance is shown as a percentage to consolidated total assets as of December 31, 2023. For
profit or loss items, cumulative amounts are shown as a percentage to consolidated total operating revenues for the year ended December 31, 2023.

(Concluded)
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PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

INFORMATION ON INVESTEES
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 7

Investor Company Investee Company Location Main Businesses and Products Original Investment Amount As of December 31, 2023 Net Income (Loss) Share of Profit Note
December 31, 2023 | December 31, 2022 Shares % Carrying Amount of the Investee (Loss)
PHT PHI British Virgin Islands Makes investments $ 3,209,288 | $ 3,209,288 102,421,351 100.00 $ 2,651,317 | $ (37,889) | $ (33,889)
PHA The United States Sells various power supplies 207,203 207,203 3,100,000 100.00 1,181,641 35,336 35,336
PHK British Virgin Islands Makes investments 554,154 554,154 18,840,000 100.00 (377,663) (84,843) (83,567)
PHQ British Virgin Islands Makes investments 352,043 352,043 12,012,600 100.00 56,985 (10,534) (9,102)
Guang-Lai Taiwan Makes investments 139,758 139,758 13,975,828 100.00 107,935 (3,643) (3,643)
H&P Venture Capital Co., Ltd. Taiwan Makes investments 6,869 13,738 686,901 32.26 2,435 (5,323) (1,717)
PHJ Japan Sells power components 295,181 137,436 25,000 100.00 225,296 2,263 2,263
(JPY 500,000,000) | JPY 150,000,000)
PHV Vietnam Manufactures and sells various 1,906,713 1,906,713 65,000,000 100.00 1,568,806 (41,270) (41,356)
power supplies (US$  65,000,000) | (US$ 65,000,000)
ZKH Cayman Islands Makes investments 2,083,650 365,580 699,272,603 100.00 2,596,528 557,029 556,647
(US$ 69,927,260) | (US$ 12,000,000)
PHI N-Lighten The United States Makes investments 409,851 409,851 110,834,223 58.45 (25,998) (168) (98) |PHI and Guang-Laiholds
78.23%
Guang-Lai Spring City Resort Co., Ltd. Taiwan Hotel and attached restaurant and 196,250 190,000 3,462,343 25.27 7,852 (5,026) (1,248)
the general bathroom industry
Han-Yu Venture Capital Co., Ltd. Taiwan Makes investments 100,000 100,000 8,000,000 22.22 76,387 (10,615) (2,369)
N-Lighten The United States Makes investments 206,084 206,084 37,498,870 19.78 (8,798) (168) (33) |PHI and Guang-Laiholds
78.23%
ZKH ZSH Singapore Makes investments and sells of 2,175,576 362,534 67,649,888 100.00 2,587,218 584,620 574,151
electrical equipment (US$ 67,649,888) | (US$ 11,900,000)
ZSH ZJS Japan Provides electric vehicle charging 16,848 - 8,000 100.00 22,119 5,832 5,832
solutions (JPY 80,000,000)
ZAH The United States Makes investments 95,482 32,692 3,050,000 100.00 253,858 161,602 161,602
(US$  3,050,000) | (US$  1,050,000)
ZTM Taiwan Manufactures and sells of 1,293,748 600,000 60,000,000 100.00 1,050,289 339,482 345,109 |The ZTM organization
electrical equipment structure was
transferred to ZSH
ownership on April 17,
2023.
ZNS Netherlands Provides electric vehicle charging 104,056 - 100 100.00 106,446 4,253 6,434
solutions (EUR  3,000,000)
ZAH ZAS The United States Provides electric vehicle charging 95,150 31,620 3,000,000 100.00 253,065 161,734 162,343
solutions (US$  3,000,000) | (US$  1,000,000)
Note: Information on investees in mainland China, refer to Table 8.
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PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

INFORMATION ON INVESTMENTS IN MAINLAND CHINA

FOR THE YEAR ENDED DECEMBER 31, 2023

(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 8

1.

Information on investees in mainland China, including the name, principal business activities, paid-up capital, method of investment, inward and outward remittance of funds, percentage of ownership, investment gain or loss, carrying of the investment, and repatriation of investment income:

Accumulated Remittance of Funds Accumulated Accumulated
Main Businesses and Outward Remittance Outward Remittance Net Income (Loss) of % Ownership of Investment Carrying Amount Repatriation of
Investee Company Paid-in Capital Method of Investment for Investment from for Investment from Direct or Indirect Gain (Loss) as of Investment Income Note
Products . Outward Inward . the Investee
Taiwan as of Taiwan as of Investment (Note 4) December 31, 2023 as of
January 1, 2023 December 31, 2023 December 31, 2023

PHC Manufactures and sells $ 1,988,018 [Indirect investment in mainland| $ 1,677,679 $ - $ - $ 1,677,679 $ (79,808) 100 (79.808) | $ 1,363,126 $ -
various power supplies (HK$ 495,450,000) China through PHI (HK$ 419,000,000) (HK$ 419,000,000)

PHZ Manufactures and sells 1,097,139 " 1,097,139 - - 1,097,139 38,226 100 38,226 1,313,153 -
various power supplies (US$  31,960,000) (US$  31,960,000) (US$  31,960,000)

PHYL Sells various lighting and 49,027 " 63,934 - - 63,934 3,915 100 3,915 8,071 -
power supplies (US$  1,605,000) (US$  2,865,000) (US$  2,865,000)

PHP Manufactures and sells 604,135 |Indirect investment in mainland 554,456 - - 554,456 (84,762) 100 (84,762) (367,747) -
various power supplies (US$  20,140,000) China through PHK (US$  18,640,000) (US$  18,640,000)

PHSY Manufactures and sells 39,678 |Indirect investment in mainland 39,678 - - 39,678 1,932 100 1,932 72,946 -
electronic materials HKS$ 9,000,000)| China through PHQ (HK$  9,000,000) (HK$  9,000,000)

PHE Manufactures and sells 360,124 " 360,124 - - 360,124 (12,358) 100 (12,358) (17,049) -
electronic materials (US$  11,500,000) (US$  11,500,000) (US$  11,500,000)

N-Lighten (Shanghai) |Develops, manufactures and - |Indirect investment in mainland 387,406 - - 387,406 - - - - - |Note 1

Trading Inc. sells various equipment China through N-Lighten (US$  12,366,400) (US$  12,366,400)

and monitors

ZCM Manufactures and sells of 28,942 |Indirect investment in mainland 28,942 - - 28,942 29,141 100 29,141 (4,921) -
electrical equipment (US$ 950,000) China through ZSH (US$ 950,000) (US$ 950,000)

ZCS Provide electric vehicle 6,430 " 6,430 - - 6,430 (14,424) 100 (14,424) (8,479) -
charging solutions (US$ 200,000) (US$ 200,000) (US$ 200,000)

Note 1:  N-Lighten (Shanghai) Trading Inc. was dissolved on June 18, 2015.

Note 2:  The amount was recognized based on audited financial statements.

Note 3:  The foreign currencies in this table are converted into New Taiwan dollars using exchange rates of the investment date, except for income and expense items which are translated at the average exchange rates for the period.

Limit on investment amount in Mainland China:

Accumulated Outward Remittance for Investment in
Mainland China as of December 31, 2023

Investment Amount Authorized by Investment
Commission, MOEA

Upper Limit on the Amount of Investment Stipulated by
Investment Commission, MOEA

$3,829,285

$4,688,443

Note 1

Note:

exempts the Company from the limitation of the amount of investment amount in mainland China.
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PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

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
FOR THE YEAR ENDED DECEMBER 31, 2023
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 9

Notes/Accounts Receivable

Purchase/Sale Transaction Details .
. . (Payable) Unrealized
Investee Company Transaction Type Price Comparison with Normal (Gain) Loss Note
Amount % Payment Term P Wit Ending Balance %
Transaction

PHC Purchase $ 2,650,049 47.98 To be agreed by both parties |To be agreed by both parties - $ - - $ -
PHP " 514,413 9.31 " " - 122 - -
ZCM " 115,581 7.96 " " - - - -
Sale (1,617,499) (91.35) n " - (128,955) 57.32 -

346




TABLE 10

PHIHONG TECHNOLOGY CO., LTD. AND SUBSIDIARIES

INFORMATION OF MAJOR SHAREHOLDERS

DECEMBER 31, 2023
Shares
Name of Major Shareholder Number of Percentage of
Shares Ownership (%)
Peter Lin 54,541,837 12.64
Taiwan Cement Corporation 41,719,905 9.67

Note: The information on major shareholders in this table is based on the last business day at the end of the
quarter, including the data of the shareholders holding more than 5% of the company’s ordinary shares
and special shares that have completed unregistered delivery (including treasury shares). The share
capital recorded in the company’s consolidated financial report and the actual number of shares
delivered without physical registration may be different due to the difference of calculation basis.
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