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NEXIA SUN RISE CPAs & COMPANY
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Sun Rise Certified Public Accountants

INDEPENDENT ACCOUNTANTS’ REVIEW REPORT

To the Board of Directors and Stockholders of MPI Corporation

Introduction

We have reviewed the accompanying consolidated financial statements of MPI
CORPORATION and its subsidiaries (collectively referred to as the “Group™) which comprise
the consolidated balance sheets as of June 30, 2022 and 2021, and the consolidated statements of
comprehensive income for the three-month and six-month periods ended June 30, 2022 and
2021 ,and the changes in equity and cash flows for the six-month periods ended June 30, 2022
and 2021, and the notes to the consolidated financial statements, including a summary of
significant accounting policies. Managements 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 International
Accounting Standard 34, “Interim Financial Reporting,” endorsed and issued into effect by the
Financial Supervisory Commission of the Republic of China. Our responsibility is to express a

conclusion on the consolidated financial statements based on our reviews.

Scope of Review

Except for those described in the following paragraph of basis on qualified conclusion, we
conducted our reviews in accordance with Statements of Auditing Standards No. 65“Review of
Financial Information Performed by the Independent Auditor of the Entity”. A review of
consolidated financial statements consists of marking inquiries, primarily of persons responsible
of financial and accounting matters, and applying analytical and other review procedures. A
review is substantially less in scope than an audit and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that might be identified in an

audit. Accordingly, we do not express an audit opinion.

Basis of qualified conclusion

As described in Note 4(3), the financial statements of certain non-significant subsidiaries and
measured based on their unreviewed financial statements as of and for the six-month periods
ended June 30, 2022 and 2021. Total assets of these subsidiaries and investments amounted to
NT$1,858,134 thousand and NT$1,222,596 thousand, representing 17.86% and 13.43% of the
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Sun Rise Certified Public Accountants

related consolidated totals, and total liabilities amounted to NT$504,704 thousand and
NT$455,408 thousand, representing 12.27% and 12.95% of the related consolidated totals, as of
June 30, 2022 and 2021, respectively. Total comprehensive income of these subsidiaries including
share of profit of associates were NT$21,752 thousand and NT$1,405 thousand, constituting
7.59% and 0.91% of the consolidated totals for the three-month periods ended June 30, 2022 and
2021 respectively. Total comprehensive income of these subsidiaries including share of profit of
associates were NT$22,989 thousand and NT$(37,701) thousand, constituting 3.74% and (12.82%)
of the consolidated totals for the six-month periods ended June 30, 2022 and 2021 respectively.

And these investment amounts as well as additional disclosures in Note 13 “Information about
Investees” were based on these non-significant subsidiaries’ unreviewed financial statements for

the same reporting periods as those of the Company.

Qualified conclusion

Based on our reviews, except for the effects of adjustments, if any, as might have been required
had the financial statements of these non-significant subsidiaries mentioned described in the
preceding paragraph been reviewed, nothing has to come to our attention that causes us to believe
that the accompanying consolidated financial statements do not present fairly, in all material
respects, the consolidated financial position of the Group as of June 30, 2022 and 2021, and its
consolidated financial performance for the three-month and six-month periods ended June 30,
2022 and 2021, and its consolidated cash flows for the six-month periods ended June 30, 2022
and 2021, in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers and the International Accounting Standard 34 “Interim Financial Reporting
“ endorsed by the Financial Supervisory Commission of the Republic of China.
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Sun Rise Certified Public Accountants

NEXIA Sun Rise CPAs & Company
Taipei, Taiwan, Republic of China

August 10, 2022

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 accountants’ review 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 accountants’ review report and

consolidated financial statements shall prevail.
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MPI CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (ASSETS)
June 30, 2022, December 31, 2021 AND June 30, 2021

(All amounts are expressed in thousand of New Taiwan Dollars unless otherwise stated)

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

(UNAUDITED)
June 30, 2022 December 31, 2021 June 30, 2021
ASSETS Note Amounts 9% Amounts 9% Amounts %
CURRENT ASSETS
Cash and cash equivalents 6(1) $ 1,589,426 15 $ 1324292 14 $ 1,241,772 14
Financial assests at fair value through Profit or Loss-current 6(13) 20 - 68 - 797 -
Notes receivable, net 6(3) 141,164 2 170,531 2 102,718 1
Accounts receivable, net 6(4) 1,363,164 13 1,213,429 12 1,183,164 13
Other receivables 7,569 - 12,480 - 12,221 -
Income tax receivable 11,133 - 27 - 29 -
Inventories, net 6(5) 2,718,991 26 2,574,596 26 2,565,405 28
Prepayments 122,667 1 119,654 1 153,110 2
Other current assets 8 28,432 1 14,977 - 23,044 -
Total Current Assets 5,982,566 58 5,430,054 55 5,282,260 58
NONCURRENT ASSETS
Financial assets at fair value through other comprehensive income — non-current 6(2) 153,510 1 166,460 2 - -
Property, plant and equipment 6(6).8 3,432.210 33 3,532,459 36 3,333,648 37
Right-of-use assets 6(7) 186,255 2 160,287 2 98,862 1
Intangible assets 6(8) 273,964 3 253,555 2 18,887 -
Deferred income tax assets 6(19) 126,224 1 125,092 1 115,260 1
Other noncurrent assets 6(9).8 246,577 2 189,562 2 254,172 3
Total Noncurrent Assets 4,418,740 42 4427415 45 3,820,829 42
TOTAL ASSETS $ 10,401,306 100 § 9,857.469 100 $ 9,103,089 100




MPI CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (LIABILITIES AND EQUITY)
June 30, 2022, December 31, 2021 AND June 30, 2021

(All amounts are expressed in thousand of New Taiwan Dollars unless otherwise stated)

(UNAUDITED)
June 30, 2022 December 31, 2021 June 30, 2021
LIABILITIES AND EQUITY Note Amounts 9% Amounts 9% Amounts %
CURRENT LIABILITIES
Short-term loans 6(10) $ - - $ 100,000 1 3 - -
Contract liabilities— current 6(17) 820,095 8 677,836 1 732,437 8
Notes payable 2,916 - 5,765 - 5,831 -
Accounts payable 547,109 5 556,434 5 558,431 6
Payables on equipment 35,758 - 61,003 1 72,709 1
Other payables 6(11) 1,151,304 11 896,463 9 1,085,370 12
Income tax payable 116,791 1 130,842 1 60,666 1
Provisions — current 6(12) 11,874 - 11,955 - 12,871 -
Lease liabilities — current 6(7) 66,833 1 59,883 1 51,959 1
Current portion of bonds payable 6(13) 9,322 - 9,536 - 76,902 1
Current portion of long-term loans 6(14) 52,812 1 10,605 - - -
Other current liabilities 22,312 - 17,746 - 19,627 -
Total Current Liabilities 2,837,126 27 2,538,068 25 2,676,803 30
NONCURRENT LIABILITIES
Long-term loans 6(14) 1,091,540 11 1,134,893 12 763,797 8
Provisions — non-current 6(12) 2,217 - 2,684 - - -
Deferred income tax liabilities 6(19) 37,837 1 10,921 - 12,203 -
Lease liabilities — non-current 6(7) 120,702 1 101,708 1 48,333 1
Net defined benefit liability 6(15) 23,663 - 20,037 - 15,544 -
Other noncurrent liabilities 1,456 - 1,356 - 96 -
Total Noncurrent Liabilities 1,277,415 13 1,271,599 13 839,973 9
TOTAL LIABILITIES 4,114,541 40 3,809,667 38 3,516,776 39
EQUITY 6(16)
EQUITY ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT
Capital common stock 940,784 9 940,738 10 930,001 10
Capital surplus 1,736,746 17 1,736,500 18 1,680,131 18
Retained earnings
Appropriated as legal capital reserve 779,739 7 710,848 7 710,848 8
Appropriated as special capital reserve 80,205 1 79,234 1 79,234 1
Unappropriated earnings 2,813,001 27 2,651,200 27 2,258,156 25
Total Retained Earnings 3,672,945 35 3,441,282 35 3,048,238 34
Others
Foreign currency translation adjustments (58,359) (28] (78,665) (1) (80,920) (1)
Unrealized gain (losses) on _ﬁna-ncial assets at fair value 62)
through other comprehensive income (14,490) - (1,540) - - -
Total others (72,849) (1) (80,205) (1) (80,920) (1)
Equity attributable to shareholders of the parent 6,277,626 60 6,038,315 62 5,577,450 61
NONCONTROLLING INTERESTS 9,139 - 9,487 - 8,863 5
TOTAL EQUITY 6,286,765 60 6,047,802 62 5,586,313 61
TOTAL LIABILITIES AND EQUITY $ 10,401,306 100 § 9,857,469 100 $ 9,103,089 100

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



MPI CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the three months and six months ended June 30, 2022 and 2021

(All amounts are expressed in thousand of New Taiwan Dollars unless otherwise stated)

(UNAUDITED)
April 1~June 30, 2022 April 1~June 30, 2021 January 1 ~ June 30, 2022 January 1 ~ June 30, 2021
Items Note Amounts % Amounts % Amounts % Amounts %
OPERATING REVENUE, NET 6(17)
Sales revenue 3 1,811,518 % S 1,488,013 94 8 3,473,832 9% $ 2,862,151 95
Less: sales returns (1,265) - (811) - (1,556) - (811) -
sales discounts and allowances (3,498) - (2,501) = (9,809) - (6,242) -
Commission revenue 480 = 3) - 1,401 - 758 -
Processing Fees revenue 76,642 4 91,940 6 140,164 4 144,948 5
Operating Revenue, net 1,883,877 100 1,576,638 100 3,604,032 100 3,000,804 100
OPERATING COSTS 6(5) (1,041,489) (55) (897,792) (57) (1,975,804) (55) (1,734,085) (58)
GROSS PROFIT, NET 842388 45 678,846 43 1,628,228 45 1,266,719 42
OPERATING EXPENSES
Selling expenses (205,924) an (175,159) (11) (400,097) (an (335,124) (1
General & administrative expenses (125,831) (7 (106,273) (45 (245,569) (42 (210,490) )
Research and development expenses 6(8) (181,359) (10) (178,265) (11) (354,554) (10) (357,564) (12)
Expected Credit (losses)gains 6(4) (1,797) - (40) - (7,342) - 5,770 -
Operating expenses, net (514,911) (28) (459,737) (29) (1,007,562) (28) (897,408) (30)
OPERATING INCOME 327477 17 219,109 14 620,666 17 369,311 12
NON-OPERATING INCOME AND EXPENSES
Other gains and losses, net 6(18) 36,892 2 (34,646) (2) 96,431 3 (27,791) (1
Finance costs 6(18) (3,545) - (1,089) - (6,671) - (2,429) -
Interest income 6(18) 880 - 634 - 1,357 = 1,435 5
Rent income a(7) 4,075 - 2,279 - 8,178 - 4,597 -
Other non-operating revenue-other items 6,593 1 7,805 - 19,274 1 12,975 1
Total Non-operating Income and Expenses 44,895 3 (25,017) (2) 118,569 4 (11,213) -
NCOME BEFORE INCOME TAX 372,372 20 194,092 12 739235 21 358,098 12
INCOME TAX EXPENSE 6(19) (70,814) (4) (36,340) 2) (131,447) (4) (61,820) 2)
NET INCOME 301,558 16 157,752 10 607,788 17 296,278 10
OTHER COMPREHENSIVE INCOME (LOSS)
Items that are not to be reclassified to profit or loss
Unrealized gain (losses) on financial assets at fair value
through other comprehensive income 6(2) (8.190) (1 & = (12,950) - & -
Items that may be reclassified subsequently to profit or loss
Exchange differences arising on translation of foreign operations (6,851) - (3,079) - 20,147 - (2,214) %
Other comprehensive income for the peried, net of income tax (15,041) (1) (3,079) - 7,197 - (2,214) -
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 5 286,517 15 % 154,673 10 § 614,985 17 § 294,064 10
NET INCOME(LOSS) ATTRIBUTABLE TO *
Shareholders of the parent s 301,769 16 % 157,373 10 3 607,977 17 8 295,860 10
Non-controlling interests (211) - 379 - (189) - 418 <
$ 301,558 16 8 157,752 10 § 607,788 17 8§ 296,278 10
TOTAL COMPREHENSIVE INCOME(LOSS)
Shareholders of the parent 3 287,025 15 3 154,482 10 § 615,333 17 3 294,174 10
Non-controlling interests (508) = 191 - (348) - (110) -
$ 286,517 15 % 154,673 10 8 614,985 17 3 294,064 10
After-tax After-tax After-tax After-tax
EARNINGS PER COMMON SHARE(NTD) 6(20)
Basic earnings per share $ 321 s 1.69 3 6.46 3 320
Diluted earnings per share $ 319 3 1.67 E 6.40 E 3.15

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



MPI CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
From January 1 to June 30, 2022 and 2021

(All amounts are expressed in thousand of New Taiwan Dollars unless otherwise stated)

(UNAUDITED)
Capital Retained Earnings Others
Foreign Unrealized gain (losses) on
Common Stock Capital Surplus ~ Legal Capital  Special Capital  Unappropnated Currency financial assets at fair value Non-controlling Total
Item Reserve Reserve Earning; Translati through other comprehensive Total Interests Equity

BALANCE,JANUARY, 1,2021 s 920,802 $ 1,630,283 $ 639975 $ 68,477 $ 2,459,642 $ (79,234) §$ - $ 5,639,945 $ 8,973 § 5648918
Legal capital reserve 70,873 (70,873) = =
Special capital reserve 10,757 (10,757) E 4
Cash Dividends of Common Stock (415,716) (415,716) (415,716)
Capital reserve from stock warrants 54,196 54,196 54,196
Other changes in capital surplus (4,348) (4,348) (4,348)
Net Income for the six months period ended June 30, 2021 295,860 295,860 418 296,278
Other comprehensive income for the six months period ended June 30, 2021 (1,686) (1,686) (528) (2,214)
Total comprehensive income - - - - 295,860 (1,686) 294,174 (110) 294,064
Convertible Bonds Transferred To Common Stock 9,199 - 9,199 9,199
BALANCE,JUNE,30,2021 $ 930,001 $ 1,680,131 § 710,848 s 79,234 s 2,258,156 $ (80,920) $ - $ 5,577,450 $ 8,863 $ 5,586,313
BALANCE,JANUARY, 1,2022 $ 940,738 § 1,736500 $ 710,848 § 79,234 § 2,651,200 § (78,665) § (1,540) § 6038315 § 9487 § 6,047,802
Legal capital reserve 68,891 (68,891) - %
Special capital reserve 971 (971) e .
Cash Dividends of Common Stock (376,314) (376,314) (376,314)
Capital reserve from stock warrants 267 267 267
Other changes in capital surplus 21 20 21
Net Income for the six months period ended June 30, 2022 607,977 607,977 (189) 607,788
Other comprehensive income for the six months period ended June 30, 2022 20,306 (12,950) 7,356 (159) 7,197
Total comprehensive income = = - = 607,977 20,306 (12,950) 615,333 (348) 614,985
Convertible Bonds Transferred To Common Stock 46 46 46
BALANCE,JUNE,30,2022 $ 940,784 § 1,736,746 $ 779,739 s 80,205 s 2,813,001 s (58359) § (14,490) S§ 6,277,626 s 9.139 $ 6,286,765

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



MPI CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
From January 1 to June 30, 2022 and 2021
(All amounts are expressed in thousand of New Taiwan Dollars unless otherwise stated)

(UNAUDITED)
Items Jan 1 ~ Jun 30, 2022 Jan 1 ~ Jun 30, 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax $ 739,235 $ 358,098
Adjustments to reconcile net income to net cash

Depreciation 231,502 210,848

Amortization 29,240 33,107
Expected Credit loss (gain) 7,342 (5,770)
(Gain) loss on Financial Assets (Liabilities) at Fair Value through Profit or Loss 46 (48)

Interest expense 6,671 2,429
Interest revenue (1,357) (1,435)

(Gain) loss on disposal of property, plant and equipment 2,295 12,923
(Gain) loss on lease modification (178) (169)

Net changes in operating assets and liabilities
Net changes in operating assets

Decrease (Increase) in notes receivable 29,367 (22,401)
Decrease (Increase) in accounts receivable (157,639) (102,317)

Decrease (Increase) in other receivables 4,905 4,731
Decrease (Increase) in inventories (144,395) (96.,830)
Decrease (Increase) in prepayments (3.012) (21,799)
Decrease (Increase) in other current assets (3,295) (3.160)

Net changes in operating liabilities

(Decrease) Increase in contract liabilities 142,259 54,912
(Decrease) Increase in notes payable (2,849) (10,692)

(Decrease) Increase in accounts payable (9,325) 33,760
(Decrease) Increase in other accounts payable (121,574) (126,089)

(Decrease) Increase in provision for liabilities (548) 2,377

(Decrease) Increase in other current liabilities 4,566 3,490
(Decrease) Increase in net defined benefit liability 3,626 (476)
Cash generated from operations 756,862 325,489

Interest received 1,362 1,383
Interest paid (4,778) (178)
Income taxes paid (130,820) (110,547)
Net cash Provided By (Used In) Operating Activities 622,626 216,147

(Continue)



MPI CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

From January 1 to June 30, 2022 and 2021

(All amounts are expressed in thousand of New Taiwan Dollars unless otherwise stated)

(UNAUDITED)

Items

Jan 1 ~ Jun 30, 2022

Jan I ~ Jun 30, 2021

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and equipment
Acquisition of intangible assets
Increase in other financial assets
Increase in other non-current assets
Decrease in other non-current assets
Net cash Provided By (Used In) Investing Activities
CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in short-term loans
Issuance of long-term loans
Cash payments for the principal portion of the lease liability
Increase in other non-current liabilities
Decrease in non-controlling interests
Net cash Provided By (Used In) Financing Activities

Effects of exchange rate change on cash
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

(129,289) (378.149)
16,835 1,180
(23,418) (1,249)
(10,163) (4,991)
(66,019) .

. 4,990
(212,054) (378,219)
(100,000) -

(1,145) -
(41,193) (39,383)
100 s
(159) (528)
(142,397) (39.911)
(3,041) (1,512)
265,134 (203,495)
1,324,292 1,445,267
$ 1,589.426  $ 1,241,772

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



MPI CORPORATION and its Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SIX MONTHS ENDED June 30, 2022 AND 2021
(Expressed in NT$1,000, Unless Otherwise Noted)
(UNAUDITED)

1. Company profile

(1) MPI Corporation (hereinafter referred to as the "Company") was founded according to
the Company Law and other related laws on July 25, 1995. Upon capital increase for
several times, the Company's paid-in capital has been NT$940,784 thousand and
outstanding stock has been 94,078,380 shares until June 30, 2022. Upon resolution of
the general shareholders' meeting on June 12, 2018, the Company raised the authorized
capital as NT$1,200,000,000, divided into 120,000,000 shares at par value of NT$10
per share. The board of directors is authorized to issue the stock in lots. NT$50,000
thousand is withheld from the gross capital referred to in the preceding paragraph,
divided into 5,000,000 shares at par value of NT$10 per share, available for the
subscription by exercise of stock warrants and issued upon resolution of a directors'

meeting.

(2) The Company and its subsidiaries (hereinafter referred to as the "Group" collectively)
primarily engage in manufacturing, processing, maintenance, import/export and

trading of semi-conductor production process and testing equipments.

(3) The Company was approved to initiate the IPO in July 2001, and started to trade on
Taiwan Stock Exchange as of January 6, 2003.

2. Date and procedure for ratification of financial report

The consolidated financial statements have been approved and released by the Board of
Directors on August 10, 2022.

3. Application of new standards, amendments and interpretations

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

Reporting Standards ("IFRSs") as endorsed by Financial Supervisory Commission

(“FSC)’]

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

are as follows:

Effective date by

New Standards, Interpretations and Amendments International Accounting
Standards Board
Amendments to IFRS 3, ‘Reference to the conceptual January 1, 2022

framework’

10



Amendments to IAS 16, ‘Property, plant and equipment: January 1, 2022
proceeds before intended use’

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

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

The above standards and interpretations have no significant impact to the Group’s
financial condition and financial performance based on the Group’s assessment.

(2)Effect of new issuances of or amendments to IFRSs as endorsed by the FSC but not yet
adopted by the Group

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

Effective date by
New Standards, Interpretations and Amendments Internathnal
Accounting
Standards Board
Amendments to IAS 1, ‘Disclosure of accounting policies’ January 1, 2023
Amendments to IAS 8, ‘Definition of accounting estimates’ January 1, 2023
Amendments to IAS 12, ‘Deferred tax related to assets and January 1, 2023

liabilities arising from a single transaction’

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

financial condition and financial performance based on the Group’s assessment.

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

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

the IFRSs as endorsed by the FSC are as follows:
Effective date by
New Standards, Interpretations and Amendments International Accounting
Standards Board
Amendments to IFRS 10 and IAS 28, ‘Sale or contribution To be determined by
of assets between an investor and its associate or joint International Accounting

venture’ Standards Board
IFRS 17, ‘Insurance contracts’ January 1, 2023
Amendments to IFRS 17, ‘Insurance contracts’ January 1, 2023
Amendments to IFRS 17, ‘Initial application of IFRS 17 and January 1, 2023

IFRS 9 —comparative information’

Amendments to IAS 1, ‘Classification of liabilities as current January 1, 2023
or non-current’

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

financial condition and financial performance based on the Group’s assessment.
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Summary of Significant Accounting Policies

The important accounting policies applied by the financial statements are summarized as

follows: Unless otherwise provided, the following accounting policies have been applied

during the presentation period of the consolidated financial statements.

(1) Statement of compliance

The consolidated financial statements of the Group have been prepared in accordance

with the “Regulations Governing the Preparation of Financial Reports by Securities

Issuers” and the International Accounting Standards 34, ‘Interim financial reporting’
endorsed by the FSC.

(2) Basis for preparation

A.

Basis for measurement

Except the following important items in the balance sheet, the consolidated

financial statement was prepared based on the historical cost:

(1

2)
3)

Financial assets and financial liabilities (including derivative instruments) at
fair value through profit or loss.

Financial assets at fair value through other comprehensive income.

Defined benefit liabilities recognised based on the net amount of pension

fund assets less present value of defined benefit obligation.

Functional currency and presentation of currency

The functional currency of each of the Group's entities shall be subject to the

currency applicable in the main economic environment in which its business place

is situated. The consolidated financial statements should be presented based on the

Company’s functional currency, NTD. Unless otherwise noted, all of the financial
information presented in NTD should be held presented in NTD 1,000 as the

currency unit.

(3) Basis for consolidation

A. Principles for preparation of consolidated financial statements

(b)

(a) The Group included all of the subsidiaries into the consolidated financial

statements. Subsidiaries mean the entities controlled by the Group (including
structured entities). When the Group is exposed to the changes of
remuneration participated by the entities or is entitled to changes of
remuneration, and is able to influence the remuneration by virtue of its power
over the entities, the Group is held controlling the entities. The subsidiaries
are included into the consolidated financial statements on the date when the
Group acquires the controlling power, and the consolidation shall be
suspended as of the date when the Group forfeits the controlling power.

Unrealized gains on transactions between the Group companies are

eliminated to the extent of the Group’s interest in the associates. Accounting
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policies of the subsidiaries have been adjusted where necessary to ensure
consistency with the policies adopted by the Group.

(c) Elements of the income and other comprehensive income shall be vested in
parent company shareholders and non-controlling equity. The total
comprehensive income shall be vested in parent company shareholders and
non-controlling equity, even if the non-controlling equity suffers loss.

(d) Where the changes in shareholdings of subsidiaries don't result in forfeiture
of controlling power (transactions with non-controlling equity), they shall be
processed as equity transactions, which are identified as the transactions with
parent company shareholders. The price difference between the adjustment
value of non-controlling equity and fair value of paid or collected
consideration shall be stated into equity directly.

(e) When the Group forfeits control over its subsidiaries, its residual investment
in the subsidiaries shall be re-measured based on fair value, and identified as
the fair value of financial asset recognized initially or cost of the investment
in affiliates or joint ventures recognized initially. The price difference
between the fair value and book value is stated into current income. Where
the accounting treatment for the values related to the subsidiaries as stated
into other comprehensive income previously is identical with the basis for the
Group's direct disposition of related assets or liabilities, namely, if the gain or
loss stated into other comprehensive income previously would be reclassified
into income when the related assets or liabilities are disposed of, the gain or
loss shall be reclassified into income from equity, when the Group forfeits
control over the subsidiaries.

B. Subsidiaries included into the consolidated financial statements and status of

change thereof:
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Name of Name of Main business Ownership (%) L
. i o Description
investor subsidiary activities
June 30, December, June 30,
2022 31,2021 2021
MPI Chain-Logic Professional equipment agent and 100% 100% 100% Established on March
International Corp. provides technologic service for the 1,1994
manufacturing of high-tech industry
such as LED, LCD, Semiconductor,
and etc.
MPI MPI TRADING Selling Probe Card and Test 100% 100% 100% Established on December
CORP.(Samoa) Equipment 22,2000.
MPI MMI HOLDING Investment activities 100% 100% 100% Established on August 7,
CO., LTD.(Samoa) 2002.
MPI MEGTAS Test, maintenance, manufacturing and 80% 80% 80% Established on September 1,
CO.. LTD import/export trading of parts of 2010.
semiconductors
MPI ALLSTRON CORP.  Manufacturing of high frequency 100% 100% 100% Established on March 31,
wafer foundry measuring probing 2006.
The Company started on
January 1, 2014 as the
acquisition date, acquiring
100% of the shares.
MPI MPA TRADING Investment activities 100% 100% 100% Established on April 12,
CORP. 2017.
Chain-Logic CHAIN-LOGIC International trading business 100% 100% 100% Established on November
International TRADING CORP. 19, 2001.
Corp. (Mauritius)
MMI HOLDING Lumitek Selling and manufacturing of 100% 100% 100% Established on January 10,
CO., LTD. (ChangZhou) high-tech industry such as LED. 2014.
Co.,Ltd.
MMI HOLDING MPI (Suzhou) Selling and manufacturing of 100% 100% 100% Established on July 11,
CO., LTD. CORPORATION high-tech industry such as LED. 2017.
MPA TRADING  MPI AMERICA Selling Probe Card and Test 100% 100% 100% Established on March 29,
CORP. INC. Equipment 2017.
MPI AMERICA  Celadon Systems, Selling and manufacturing of Probe 100% 100% - Established on May 17,
INC. Inc. Card , Test Equipment and 1996.

High-performance cables

The Company started on
September 9, 2021 as the
acquisition date, acquiring
100% of the shares. (Notel)

(Notel) For the business development strategy, the Group has acquired 100% of the share capital
of Celadon Systems Inc. for US$10,200,000(equivalent to NT$283,471 thousand) and

obtained the control over Celadon.

The financial statements of the entity as of and for the six-month periods ended

June 30, 2022 and 2021 were not reviewed by the independent auditors as the
entity did not meet the definition of significant subsidiary except MMI HOLDING
CO., LTD. and Lumitek (ChangZhou) Co., Ltd.
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C. Subsidiaries not included into the consolidated financial statements: N/A.
Different adjustment and treatment by subsidiaries in the accounting period: N/A.

E. Nature and scope of the important restrictions on enterprise's acquisition or use of
the group's assets and solvency: N/A.

F.  Subsidiaries over which the Group holds important non-controlling equity: N/A.

(4) Foreign currency

A. Foreign currency transactions
The foreign currency exchange shall be stated at the functional currency translated
at the exchange rate prevailing on the date of transaction. The monetary items
denominated in the foreign currency on the reporting date shall be stated at the
functional currency translated at the exchange rate on the same day. The exchange
gain or loss refers to the difference between the amounts upon adjustment of the
valid interest, payment on the same period based on the amortized cost
denominated in the functional currency, the amount translated from the amortized
cost denominated in foreign currency at the exchange rate on the reporting date.
The non-monetary items at fair value denominated in foreign currency shall be
stated at the functional currency re-translated at the exchange rate prevailing on the
same date of fair value measurement, while the non-monetary items at historical
cost denominated in foreign currency shall be stated at the functional currency
translated at the exchange rate on the date of transaction. Other than the foreign
currency exchange difference generated from the translation of the application of
IFRS 9 foreign currency items which in the process of applying the financial
instrument accounting policies, financial liabilities designated as net investment
hedge for foreign operations or qualified cash flow hedging, which shall be stated
as other comprehensive income, any difference shall be stated as income.
B. Foreign operations

Assets and liabilities of foreign operations, including the goodwill and fair value
adjustment generated at the time of acquisition, shall be translated into functional
currency at the exchange rate prevailing on the reporting date. Unless in the case
of inflation, the income and expense & loss items shall be translated into
functional currency at the average exchange rate in the current period, and the
exchange different generated therefore shall be stated as other comprehensive
income.

When disposition of foreign operations results in loss of control, common control
or any material effect, the accumulated exchange difference related to the foreign
operations shall be reclassified into income in whole. If the disposition involves
any subsidiary of the foreign operations, the relevant accumulated exchange
difference shall be reclassified into the non-controlling interests on a pro rata basis.
If the disposition involves any affiliate or joint venture of the foreign operations,
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the relevant accumulated exchange difference shall be reclassified into income on
a pro rata basis.

If no repayment program is defined with respect to receivable or payable items of
foreign operations denominated in currency and it is impossible to repay the same
in the foreseeable future, the foreign currency exchange gain or loss generated
therefore shall be held a part of the net investment in the foreign operations and

stated as other comprehensive income.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity
are treated as assets and liabilities of the foreign entity and translated at the closing
exchange rates at the balance sheet date.

(5) Current and non-current assets and liabilities

Assets which meet one of the following conditions shall be classified into current assets,

and any assets other than the current assets shall be classified into non-current assets:

A. Assets expected to be realized, or intent to be sold or consumed, in the Company’s
normal operating cycle.

B. Assets primarily held for the purpose of trading.

C. Assets expected to be realized within 12 months after the date of the balance sheet.

D. Cash or cash equivalent, exclusive of the assets to be used for an exchange or to
settle a liability, or otherwise remain restricted at more than 12 months after the
date of the balance sheet.

Liabilities which meet one of the following conditions shall be classified into current

liabilities, and any liabilities other than the current liabilities shall be classified into

non-current liabilities:

A. Liabilities expected to be repaid in the Company’s normal operating cycle.
B. Assets primarily held for the purpose of trading.

C. Assets expected to be discharged within 12 months after the date of the balance
sheet.

D. Liabilities of which the Company does not have an unconditional right to defer
settlement for at least 12 months after the date of the balance sheet. Terms of a
liability that could, at the option of the counterpart, result in its settlement by the
issue of equity instruments do not affect its classification.

(6) Cash and cash equivalent

Cash or cash equivalent include cash on hand, demand deposits, and short-term, highly
liquid time deposits or investments that are readily convertible to known amounts of
cash and which are subject to an insignificant risk of changes in value.

The bank time deposits to initially expire within one year are intended to satisfy the

short-term cash commitment instead of investment or others, which may be readily
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convertible to known amounts of cash and subject to an insignificant risk of changes in

value and, therefore, are stated as cash or cash equivalent.

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

A.

Financial assets at fair value through profit or loss are financial assets that are not
measured at amortized cost or fair value through other comprehensive income.

On a regular way purchase or sale basis, financial assets at fair value through profit
or loss are recognized and derecognized using trade date accounting.

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

The Group recognizes the dividend income when the right to receive payment is
established, future economic benefits associated with the dividend will flow to the

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

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

A.

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

criteria:

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

contractual cash flows and selling financial assets; and

(b) The assets’ contractual cash flows represent solely payments of principal and

interest.

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

comprehensive income are recognized and derecognized using trade date

accounting.

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

transaction costs. The Group subsequently measures the financial assets at fair

value:

(a) The changes in fair value of equity investments that were recognized in other

(b)

comprehensive income are reclassified to retained earnings and are not reclassified
to profit or loss following the derecognition of the investment. Dividends are
recognized as revenue when the right to receive payment is established, future
economic benefits associated with the dividend will flow to the Group and the
amount of the dividend can be measured reliably.

Except for the recognition of impairment loss, interest income and gain or loss on
foreign exchange which are recognized in profit or loss, the changes in fair value

of debt instruments are taken through other comprehensive income. When the
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)

financial asset is derecognized, the cumulative gain or loss previously recognized

in other comprehensive income is reclassified from equity to profit or loss.

Financial assets at amortized cost

A. Financial assets at amortized cost are those that meet all of the following criteria:

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

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

B. On a regular way purchase or sale basis, financial assets at amortized cost are
recognized and derecognized using trade date accounting.

C. At initial recognition, the Group measures the financial assets at fair value plus
transaction costs. Interest income from these financial assets is included in finance
income using the effective interest method. A gain or loss is recognized in profit
or loss when the asset is derecognized or impaired.

D. The Group’s time deposits which do not fall under cash equivalents are those with
a short maturity period and are measured at initial investment amount as the effect

of discounting is immaterial.

(10)  Accounts and notes receivable

(11)

(12)

A. Accounts and notes receivable entitle the Group a legal right to receive

consideration in exchange for transferred goods or rendered services.

B. The short-term accounts and notes receivable without bearing interest are
subsequently measured at initial invoice amount as the effect of discounting is

immaterial.

Impairment of financial assets

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

Group recognizes the impairment provision for lifetime ECLs.

Derecognition of financial assets

The Group derecognizes a financial asset when the contractual rights to receive the

cash flows from the financial asset expire.
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(13)

Financial liabilities at fair value through profit or loss

A. Financial liabilities are classified in this category of held for trading-if acquired
principally for the purpose of repurchasing in the short-term. Derivatives are also
categorized as financial liabilities held for trading unless they are designated as
hedges, or financial liabilities at fair value through profit or loss. Financial
liabilities that meet one of the following criteria are designated as at fair value

through profit or loss at initial recognition:
(a) Hybrid (combined) contracts; or

(b) They eliminate or significantly reduce a measurement or recognition

inconsistency; or

(c) They are managed and their performance is evaluated on a fair value basis, in
accordance with a documented risk management policy.

B. At initial recognition, the Group measures the financial liabilities at fair value. All

related transaction costs are recognized in profit or loss. The Group subsequently

measures these financial liabilities at fair value with any gain or loss recognized in

profit or loss.

(14) Notes and accounts payable

(15)

A. Accounts payable are liabilities for purchases of raw materials, goods or services
and notes payable are those resulting from operating and non-operating activities.
B. The short-term notes and accounts payable without bearing interest are subsequently

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

Convertible bonds payable

Convertible bonds or issued by the Group contain conversion options (that is, the

bondholders have the right to convert the bonds into the Group’s common shares by

exchanging a fixed amount of cash for a fixed number of common shares), call options
and put options. The Group classifies the bonds payable upon issuance as a financial
asset, a financial liability or an equity instrument in accordance with the contract terms.

They are accounted for as follows:

A. The embedded call options and put options are recognized initially at net fair value
as ‘financial assets or financial liabilities at fair value through profit or loss’. They
are subsequently remeasured and stated at fair value on each balance sheet date; the
gain or loss is recognized as ‘gain or loss on valuation of financial assets or

financial liabilities at fair value through profit or loss’.

B. The host contracts of bonds or are initially recognized at fair value. Any difference
between the initial recognition and the redemption value is accounted for as the
premium or discount on bonds payable and subsequently is amortized in profit or
loss as an adjustment to ‘finance costs’ over the period of circulation using the

effective interest method.
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C. The embedded conversion options which meet the definition of an equity instrument
are initially recognized in ‘capital surplus—share options’ at the residual amount of
total issue price less the amount of financial assets or financial liabilities at fair
value through profit or loss and bonds payable as stated above. Conversion options

are not subsequently remeasured.

D. Any transaction costs directly attributable to the issuance are allocated to each
liability or equity component in proportion to the initial carrying amount of each
abovementioned item.

E. When bondholders exercise conversion options, the liability component of the
bonds (including bonds payable and ‘financial assets or financial liabilities at fair
value through profit or loss’) shall be remeasured on the conversion date. The
issuance cost of converted common shares is the total book value of the

abovementioned liability component and ‘capital surplus—share options’.

(16) Derecognition of financial liabilities

A. A financial liability is derecognized when the obligation specified in the contract is
either discharged or cancelled or expires.

B. Where there has been a renegotiation or modification of the terms of an existing
financial liability and resulted in an insignificant discrepancy which is less than ten
percent of the estimated cash flows, the carrying amount of the liability is
recalculated based on the modified cash flows discounted at the original effective
interest rate. The gain or loss arising from the carrying amount after modification
less the initial recognition of the financial liability is recognized in profit or loss.

C. Where there has been a substantial renegotiation or modification of the terms of an
existing financial liability and resulted in a significant discrepancy which is at least
ten percent of the estimated cash flows, the carrying amount of the liability is
recalculated based on the modified cash flows discounted at the original effective
interest rate. The gain or loss arising from the carrying amount after modification

less the initial recognition of the financial liability is recognized in profit or loss.

(17) Inventory
The inventories shall be stated at the lower of cost and net realizable present value. The

cost should include the costs of acquisition, production or processing or others incurred
when the inventory is sellable or producible and at the location where the inventory is
sellable or producible, and calculated under weighted average method. The costs of
inventories for finished goods and work in process include the manufacturing expenses
amortized based on the normal productivity on a pro rata basis.

Net realizable value is the estimated selling price of inventories less all estimated costs

of completion and necessary selling costs under the normal operation.
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(18)

(19)

Non-current assets (or disposal groups) held for sale

Non-current assets (or disposal groups) are classified as assets held for sale when their
carrying amount is to be recovered principally through a sale transaction rather than
through continuing use, and a sale is considered highly probable. They are stated at the
lower of carrying amount and fair value less costs to sell and stop arranging the

depreciation.

Investments accounted for using equity method / associates

An affiliate means an entity in which the Group has major influence over the financial
and operating policies but has no control over the same. The Group will be assumed
having major influence when it holds 20%~50% of the voting right in the investee.
Under the equity method, the investment is stated at cost at time of acquisition initially.
The investment includes trading cost. The book value of investment in affiliates
includes the goodwill identified at the time of initial investment less any accumulated
impairment loss.

The consolidated financial statements shall include the income from the invested
affiliates recognized subject to the shareholdings and other comprehensive income
upon adjustment made in line with the Group’s accounting policy, from the date when
the Group has major influence until the date when the Group loses the major influence.
The unrealized gains from transactions between the Group and affiliates have been
derecognized from the Group's equity in the investees. The unrealized loss shall be
derecognized in the same manner applicable to unrealized gains; provided that the
unrealized loss is limited to that arises under no impairment evidence is available.
When the Group’s share of loss from any aftiliate to be recognized on a pro rata basis
is equivalent to or more than its equity in the affiliate, it shall stop recognizing the loss,
but shall recognize the additional loss and relevant liabilities only when legal
obligation or constructive obligation is incurred or the Group makes payment on behalf
of the investee.

Where the Group forfeits its material influence over an affiliate when the Group
disposes of the affiliate, the capital surplus related to the affiliate will be stated as
income, provided that where it still has material influence over the affiliate, the capital

surplus shall be stated as income based on the proportion of disposition.

(20) Property, plant and equipment

A. Recognition and measurement
Property, plant and equipment shall be recognized and measured using a cost
model, and measured at the cost less accumulated depreciation and accumulated
impairment. The costs include the expenses directly attributable to the acquisition

of assets. The costs of self-built assets include the costs of raw materials and direct
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B.

C.

labor, any other costs directly attributable to usable status of investment assets,
costs of dismantling and removal of the items and recovery of premises, and loan
cost that meets the requisite asset capitalization. Meanwhile, the costs also include
the purchase of property, plant and equipment denominated in foreign currency.
When property, plant and equipment consist of various components, and the total
cost for the item is significant and it is advisable to apply different depreciation
ratio or methods, the property, plant and equipment should be treated separately
(for major components).

The gain or loss on disposal of property, plant and equipment shall be decided
based on the price difference between the book value of property, plant and
equipment and proceeds on disposal of the same and recognized as the “other gains
and losses” in the income statement on a net basis.

After cost

If the future economic effect expected to be generated from the after expenses of
property, plant and equipment is very likely to flow into the Group and the amount
thereof may be measured, the expenses shall be stated as a part of the book value
and the relocated book value should be derecognized. The routine maintenance and
repairs of property, plant and equipment shall be stated as income when incurred.
Depreciation

The depreciation shall be calculated at the cost of assets less residual value using
the straight-line method over the estimated useful years, and evaluated based on
the various major components of the assets. If the useful years for any component
are different from those of other components, the component shall be depreciated
separately. The depreciation shall be stated as income.

No depreciation of land is required.

The estimated useful years in the current period and comparative period are stated

as follows:
Item Useful years

House and building

Plant and dormitory 20-50

Clean room 20

Electrical and mechanical facilities 20

Others 10-20
Machine and equipment 3-10
Transportation equipment 4-5
Furniture and fixtures 2-10
Research equipment 2-12
Other equipments 2-8
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D. Depreciation, useful years and residual value shall be reviewed at the end of each
fiscal year. If the expected value is different from the previous estimate, adjustment
should be made if necessary, and the changes shall be treated as changes in

accounting estimates.

(21) Leasing arrangements (lessor) —lease receivables/ operating leases

A. Based on the terms of a lease contract, a lease is classified as a finance lease if the
lessee assumes substantially all the risks and rewards incidental to ownership of
the leased asset.

(a) At commencement of the lease term, the lessor should record a finance lease in
the balance sheet as ‘lease receivables’ at an amount equal to the net
investment in the lease (including initial direct costs). The difference between
gross lease receivable and the present value of the receivable is recognized as
‘unearned finance income of finance lease’.

(b) The lessor should allocate finance income over the lease term based on a
systematic and rational basis reflecting a constant periodic rate of return on the
lessor’s net investment in the finance lease.

(c) Lease payments (excluding costs for services) during the lease term are
applied against the gross investment in the lease to reduce both the principal
and the unearned finance income.

B. Lease income from an operating lease (net of any incentives given to the lessee) is
recognized in profit or loss on a straight-line basis over the lease term.

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

A. Leases are recognized as a right-of-use asset and a corresponding lease liability at
the date at which the leased asset is available for use by the Group. For short-term
leases or leases of low-value assets, lease payments are recognized as an expense
on a straight-line basis over the lease term.

B. Lease liabilities include the net present value of the remaining lease payments at the

commencement date, discounted using the incremental borrowing interest rate.
Lease payments are comprised of the following:

(a) Fixed payments, less any lease incentives receivable;

(b) Variable lease payments that depend on an index or a rate;

(c) Amounts expected to be payable by the lessee under residual value guarantees;

(d) The exercise price of a purchase option, if the lessee is reasonably certain to
exercise that option; and

(e) Payments of penalties for terminating the lease, if the lease term reflects the
lessee exercising that option.

The Group subsequently measures the lease liability at amortized cost using the

interest method and recognizes interest expense over the lease term. The lease
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liability is remeasured and the amount of remeasurement is recognized as an
adjustment to the right-of-use asset when there are changes in the lease term or

lease payments and such changes do not arise from contract modifications.

C. At the commencement date, the right-of-use asset is stated at cost comprising the

following:

(a) The amount of the initial measurement of lease liability;

(b) Any lease payments made at or before the commencement date;

(c) Any initial direct costs incurred by the lessee; and

(d)An estimate of costs to be incurred by the lessee in dismantling and removing
the underlying asset, restoring the site on which it is located or restoring the
underlying asset to the condition required by the terms and conditions of the
lease.

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

amount of remeasurement is recognized as an adjustment to the right-of-use asset.

D. For lease modifications that decrease the scope of the lease, the lessee shall

(23)

decrease the carrying amount of the right-of-use asset to reflect the partial or full
termination of the lease, and recognize the difference between remeasured lease

liability in profit or loss.

Intangible assets

A.

Computer software
Computer software is stated at cost and amortized on a straight-line basis over its
estimated useful life of 1 to 5 years.
Internally generated intangible assets—research and development expenditures
(a) Research expenditures are recognized as an expense as incurred.
(b) Development expenditures that do not meet the following criteria are
recognized as expenses as incurred, but are recognized as intangible assets

when the following criteria are met:

® 1t is technically feasible to complete the intangible asset so that it will be

available for use or sale;

An entity intends to complete the intangible asset and use or sell it;

©

An entity has the ability to use or sell the intangible asset;

® It can be demonstrated how the intangible asset will generate probable

future economic benefits;

® Adequate technical, financial and other resources to complete the

development and to use or sell the intangible asset are available; and
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® The expenditure attributable to the intangible asset during its development

can be reliably measured.

C. Goodwill
Goodwill arises in a business combination accounted for by applying the

acquisition method.

D. Patent
Separately acquired patent are stated at historical cost. Patent acquired in a
business combination are recognized at fair value at the acquisition date. Patent
has a finite useful life and are amortized on a straight-line basis over their

estimated useful lives of 11 years.

E. Other intangible assets
Separately acquired other intangible assets are stated at historical cost. Other
intangible assets are intangible asset from lease and client base acquired in a
business combination are recognized at fair value at the acquisition date.
Considering to its economic time and should be amortized on a straight-line basis

over its economic time of 4-8 years.

(24) Impairment of non-financial assets

A. The Group will estimate the recoverable amount of the assets which show signs of
impairment on the balance sheet date, and impairment loss would be recognized if
the recoverable amount falls below the asset's face value. The recoverable amount
means the higher of fair value of one asset less its disposition cost, or its useful
value. Impairment loss recognized in previous years on assets other than goodwill
may be reversed if the basis of impairment no longer existed or is reduced.
Notwithstanding, the increase in book value of the asset resulting from the reversal
must not exceed the face value of the asset less depreciation or amortization

without impairment.

B. The recoverable amount of goodwill, intangible assets with indefinite useful years
and intangible assets not available for use shall be estimated periodically.
Impairment loss would be recognized if the recoverable amount falls below the
face value. The impairment loss on goodwill shall not be reversed in following
years.

C. Goodwill shall be amortized to cash generation unit for the purpose of testing
impairment. The amortization is identified by operations to amortize goodwill into
cash generation unit or cash generation unit group expected to benefit from the

merger of businesses generating the goodwill.

(25) Reserve for liabilities

The reserve for liabilities shall be recognized when the Group has a present

obligation as a result of a past event, and it is probable that an outflow of resources
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embodying economic benefits will be required to settle the obligation, and a reliable
estimate can be made of the amount of the obligation.

The Group's reserve for liabilities for warranty shall be recognized when the goods
or services are sold. The reserve for liabilities shall be measured under weighted
method based on the historical warranty information and potential results subject to

the relevant possibility.

(26) Treasury stock
The issued stock recalled by the Group is stated based on the consideration paid for

repurchase (including direct vested cost), recognized as "treasury stock" at the net
after tax and presented as a deduction from equity. Where the gain on disposal of
treasury stock is higher than the book value, the difference shall be credited under
the title “additional paid-in capital-transaction of treasury stock”. Where the gain is
lower than the book value, the difference is offset against the additional paid-in
capital generated from the transactions of treasury stock under the same type. Any
deficits thereof shall be debited as retained earnings. The book value thereof is
calculated based on the weighted average method according to the type of stock
(common stock or special shares) and causes for the withdrawal.

Cancellation of treasury stock shall be credited under the title “treasury stock”, and
debited as “additional paid-in capital-stock premium” and “capital stock”. Where the
book value of treasury stock is higher than the total of the book value and stock
premium, the balance is offset against the additional paid-in capital generated from
the transactions of treasury stock under the same type. Any deficits thereof shall be
debited as retained earnings. Where the book value of treasury stock is lower than
the total of the book value and stock premium, the difference should be credited as
the additional paid-in capital generated from the transactions of treasury stock under

the same type.

(27) Revenue recognition

A. Sales of goods

(a) The Group manufactures and sells a range of semi-conductor production process
and testing equipments in the market. Sales are recognized when control of the
products has transferred, being when the products are delivered to the wholesaler,
the wholesaler has full discretion over the channel and price to sell the products,
and there is no unfulfilled obligation that could affect the wholesaler’s acceptance
of the products. Delivery occurs when the products have been shipped to the
specific location, the risks of obsolescence and loss have been transferred to the
wholesaler, and either the wholesaler has accepted the products in accordance
with the sales contract, or the Group has objective evidence that all criteria for

acceptance have been satisfied.
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(28)

(b) The Group’s obligation to provide a refund for faulty products under the standard

warranty terms is recognized as a provision.

(c) A receivable is recognized when the goods are delivered as this is the point in

time that the consideration is unconditional because only the passage of time is

required before the payment is due.

B. Labor service

The Group provides semi-conductor production process and testing equipments
proxy services. Revenue from providing services is recognized in the accounting
period in which the services are rendered. The customer pays at the time specified
in the payment schedule. If the services rendered exceed the payment, a contract
asset is recognized. If the payments exceed the services rendered, a contract
liability is recognized.

. Financing components

The Group does not expect to have any contracts where the period between the
transfer of the promised goods or services to the customer and payment by the
customer exceeds one year. As a consequence, the Group does not adjust any of

the transaction prices for the time value of money.

. Incremental costs of obtaining a contract

The Group recognizes an asset (shown as ‘Prepayments ’) the incremental costs
(mainly comprised of sales commissions) of obtaining a contract with a customer
if the Group expects to recover those costs. The recognized asset is amortized on a
systematic basis that is consistent with the transfers to the customer of the goods or
services to which the asset relates. The Group recognizes an impairment loss to the
extent that the carrying amount of the asset exceeds the remaining amount of
consideration that the Group expects to receive less the costs that have not been

recognized as expenses.

Borrowings
Borrowings comprise long-term and short-term bank borrowings. Borrowings are

recognized initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortized cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognized in profit or loss over the

period of the borrowings using the effective interest method.

(29) Government subsidies

The government subsidies shall be stated at fair value when it is reasonable to
ensure that an enterprise will comply with the conditions incident to the government
subsidies and the subsidies may be received affirmatively. If the government
subsidies, in nature, are intended to compensate the expenses incurred by the Group,
the government subsidies shall be stated as the current income on a systematic basis

when the related expenses are incurred.
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(30) Employee benefits

A. Short-term employee benefits

Short-term employee benefits are measured at non-discounted amount expected

to be paid, and stated as expenses when the relevant services are provided.

B. Pension

(a) Defined contribution plan

Under the defined contribution plan, every contribution made to the pension

fund is recognized as pension cost in the period occurred using the accrual basis.

The prepaid contribution may be stated as assets, insofar as it may be refunded

in cash or the future payment is reduced.
(b) Defined benefit plan

®

The net obligation under the defined benefit pension plan is converted to
the present value based on the future benefit earned from the services
provided by the employees under various benefit plans in the current period
or in the past, and the present value of defined benefit obligations on the
balance sheet date less the fair value of the planned assets. An actuary
using the Projected Unit Credit Method estimates defined benefit
obligations each year. The discount rate shall be based on the market yield
rate of corporate bonds of high credit standing that have the same currency
exposure and maturity date as the obligations on the balance sheet date, but
the market yield rate of government bonds (on the balance sheet date) shall
apply in the country where no market of corporate bonds of high credit
standing is available.

The re-measurement generated from the defined benefit plan is stated as
other comprehensive income in the period when it is incurred, and
presented in the retained earnings.

The expenses related to the service cost in the previous period shall be
recognized as income immediately.

The interim pension cost applied the pension cost ratio decided upon
actuation at the end of the previous fiscal year, and was calculated from the
beginning of year until the end of the current period. In the case of material
changes in market and material reduction, repayment or other important
event at the end, it shall be adjusted and related information shall be
disclosed pursuant to said policies.

C. Resignation benefits

Termination benefits are employee benefits provided in exchange for the

termination of employment as a result from either the decision to terminate an

employee’s employment before the normal retirement date, or an employee’s

decision to accept an offer of redundancy benefits in exchange for the termination

of employment. The Group will not state the benefits as expenses until the offer of
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benefits cannot be withdrawn or the related reorganization cost is stated,
whichever earlier. It is not expected that benefits falling due more than 12 months
after balance sheet date are discounted to their present value.
D. Remuneration to employee and directors/supervisors

The remuneration to employees and directors/supervisors shall be recognized as
expenses and liabilities only when legal or constructive obligation is constituted
and the value thereof may be estimated reasonably. Subsequently, if the actual
distributed amount resolved is different from the estimate, the difference shall be

treated as a change in accounting estimate.

(31) Employees' share-based payment

For the equity-settled share-based payment arrangements, the employee services
received are measured at the fair value of the equity instruments granted at the grant
date, and are recognized as compensation cost over the vesting period, with a
corresponding adjustment to equity. The fair value of the equity instruments granted
shall reflect the impact of market vesting conditions and non-vesting conditions.
Compensation cost is subject to adjustment based on the service conditions that are
expected to be satisfied and the estimates of the number of equity instruments that are
expected to vest under the non-market vesting conditions at each balance sheet date.
Ultimately, the amount of compensation cost recognized is based on the number of

equity instruments that eventually vest.

(32) Income tax

A. The income tax expenses consist of current income tax and deferred income tax.
The income tax shall be stated as income other than the income tax related to the
titles stated into other comprehensive incomes or into equity directly, which shall
be stated into other comprehensive income or into equities directly.

B. The Group calculates the income tax related to the current period based on the
statutory tax rate or tax rate substantially enacted in the countries where the
Company is operating and generating taxable income on the balance sheet date.
The management shall evaluate the status of income tax return within the statutory
period defined by the related income tax laws, and shall be responsible for the
income tax expected to be paid to the tax collection authority. Undistributed
earnings, if any, shall be levied income tax. Income tax expenses for undistributed
earnings will be stated in the year next to the year when the earnings are generated,

upon approval of the motion for allocation of earnings at a shareholders' meeting.

C. Deferred tax is stated based on the temporary differences between taxation basis
for assets and liabilities and the face value thereof on the consolidated balance

sheet using the balance sheet method. The deferred income tax liabilities resulting
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from the initial recognition of goodwill shall not be recognized. The deferred
income tax resulting from the initial recognition of assets or liabilities in a
transaction (exclusive of business merger) shall not be recognized; insofar as the
accounting profit or taxable income (taxable loss) is not aftfected by the transaction.
Taxable temporary difference generated from investment in subsidiaries and
affiliates, of which the time of reverse is controllable by the Group and which is
not likely to be reversed in the foreseeable future, shall not be recognized. The
deferred income tax assets and liabilities are measured at the tax rate in the current
period of which the assets are expected to be realized or liabilities to be repaid.
The tax rate shall be based on the tax rate and tax laws already legislated or

substantially legislated at the end of the reporting period.

. Deferred income tax assets shall be recognized, insofar as temporary difference is
very likely to credit against future taxable income, and deferred income tax assets
which are recognized and unrecognized shall be re-evaluated on each balance
sheet date.

. Current income tax assets and liabilities are offset and the net amount is reported
in the balance sheet when there is a legally enforceable right to offset the
recognized amounts and there is an intention to settle on a net basis or realize the
asset and settle the liability simultaneously. Deferred 