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Letter to Shareholders

1. 2022 Operating Results

After the semiconductor industry experienced a supply shortage in 2021, the end market demand weakened.
In 2022 the supply chain faced inventory problems due to geopolitics, epidemics, inflation, and other major
environmental factors. According to Gartner's estimate, global semiconductor industry revenue in 2022 was
US$601.7 billion, an increase of a mere 1.1% compared to 2021. Analog (19% year-over-year increase) and
discrete (15% year-over-year increase) components were the main growth areas, neither of which were
Realtek product areas.

Despite the many challenges, Realtek, working closely with upstream suppliers and downstream customers,
took it upon ourselves, with the concerted effort of all employees, to deliver an annual revenue growth.
Realtek Group’s annual consolidated revenue in 2022 was NT$111.79 billion, an increase of 6.0% from the
previous year; gross operating profit was NT$54.64 billion, up 2.7% from the previous year; net profit after
tax was NT$16.20 billion , a drop of 3.8% from the previous year, with earnings per share of NT$31.62.

In addition to the solid operating results, Realtek has been consistently recognized in the industry for its
technological innovation and execution. According to Taiwan Intellectual Property Office's 2022 Statistical
Rankings for Patent Applications and Grants, Realtek ranked 7th with 332 invention applications. Our patent
portfolio has also been recognized in international assessments, and Realtek was selected as one of the ‘Top
100 Global Innovators’ by Clarivate for the first time in 2022. Through continuous technological innovation,
Realtek products frequently stand out in major competitions in the industry. At 2022 COMPUTEX Taipei,
Realtek AI Super Resolution Fidelity Recovery IC (RTD2892NND) won the 'Golden Award' and 'Best
Choice of the Year Award'; our Bluetooth Dual Mode AUDIO Watch Solution (RTL8763E) won the 'IC and
Component Best Choice' Category Award. The 2.5 Gigabit Ethernet controller won the 31st Taiwan
Excellence Award. Realtek's first Edge Al USB Camera Controller (RTS5863) was awarded a 2022
Innovation Product Award from Hsinchu Science Park Administration. These awards reflect Realtek's
efforts and achievements in continuously breaking through technical bottlenecks and optimizing product
design.

Sustainable development of the enterprise is the core belief behind Realtek's continuous improvement, with
the goal of becoming a sustainable enterprise that meets the expectations of all stakeholders. We continue to
pay attention to international initiatives related to corporate sustainability, define material issues, formulate
short-, mid-, and long-term goals, and push through various sustainable projects by optimizing management
mechanisms and effective performance evaluation. Material issues in 2022 include corporate governance
and compliance, environmental sustainability and climate change response, information security, economic
performance, innovative R&D and product due diligence, customer relationship management, talent
attraction and development, and supplier sustainability management. In order to mitigate the climate change
crisis caused by the greenhouse effect, and actively respond to the international Net Zero Initiative, Realtek
has committed to achieving the major goal of net zero carbon emissions by 2050. It plans to meet the goal
by reducing total carbon emissions through various energy-saving and carbon-reduction measures such as
continuous development of low-carbon products, improvement of equipment energy efficiency, construction
and certification of office buildings in accordance with green building standards, increased use of renewable
energy, and implementation of MBO (Management by Objective) for supply chain carbon reduction.

2. 2023 Business Plan

Although the semiconductor industry is facing short-term headwinds and uncertainties, Realtek continues to
optimize its product portfolio to meet the needs of various end markets, provide customers with more
competitive products, and achieve the long-term goal of uninterrupted growth and continuous profitability.
Looking forward into 2023, each main Business Group of Communications Network, Connected Media,
Computer Peripheral, Smart Interconnect and Multimedia will respectively launch a series of new products
to drive technical specification upgrades in the mainstream markets, and expand niche market applications.



For wireless communication, Wi-Fi 6 controllers have replaced Wi-Fi 5 in the personal computer and router
markets, and have become the mainstream specification. In 2023, the Wi-Fi 6 specification is expected to
penetrate into new end markets, such as AR/VR, printers, and consumer electronics, thereby further boosting
the revenue contribution of Wi-Fi 6 and Wi-Fi 6E. Meanwhile, Wi-Fi 7 is becoming a highly contested new-
generation specification for Wi-Fi applications. Realtek plans to launch the first generation Wi-Fi 7 products
in 2023, with PCs as the first target market for 2024 mass production by key OEM customers.

With respect to IoT applications, Realtek continues to actively cooperate with loT-related organizations and
standard-setting companies to release the first generation of products in step with major customers.
Additional new products will be released in 2023 to facilitate a complete smart home environment.
Regarding Bluetooth chips, Realtek's new-generation Bluetooth 5.2 BLE Audio solutions have successfully
entered the low-latency gaming headset/smartwatch with Bluetooth calling function markets, thereby
gradually expanding its applications in the Bluetooth audio market. The BTNIC and BLE SoC Bluetooth
series products also continue to develop the remote controls and wearable market while actively expanding
new application markets, aiming at Electronic Shelf Labels (ESL), industrial applications, medical, and
automotive markets to provide cross-field and diverse solutions for various customers.

In Ethernet, Realtek's 2.5GbE products have become the standard specification for flagship motherboards.
They have also expanded to mid-to-high-end PC models, and have penetrated into the accessory market for
switches and network interface extensions. To meet the highly digitalized market demand in the post-
pandemic era, in 2023 Realtek will launch a higher-speed SGbE Ethernet solution to provide more flexible
choices for customers in different market segments.

For Ethernet switches, Realtek's Layer 3 managed switch products benefited from the substantial increase in
demand for network communication equipment, and have been adopted by key customers. At the same time,
PSE (Power Sourcing Equipment) products have also successfully entered the supply chain of major
customers. With the gradual increase in Wi-Fi 6 penetration and the infrastructure upgrade of telecom
operators in various countries in the past few years, Realtek's 5-port Gb Ethernet switch and PON product
lines have achieved success. It is expected that 2.5 Gb Ethernet switches will gradually replace existing Gb
Ethernet switches in 2023. The future goal is to strengthen the depth and breadth of the product portfolio to
provide complete and competitive solutions in all areas of the market.

Automotive Ethernet has become the backbone of the automotive in-vehicle network, and Realtek has
become one of the primary suppliers of automotive Ethernet. In order to support the needs of future
intelligent networked vehicles, Realtek is investing resources to develop a new generation of physical layer
chips that support the new 2.5GBASE-T1 standard, and to incorporating data security protection and support
for high bandwidth interfaces into our product planning. It is expected that business revenue and market
share will grow steadily.

As for Computer Peripheral and Smart Interconnect products, after the supply problems of relevant
components gradually subsided in the first half of 2022, high inventory became a major challenge in the
second half of the year due to a sharp fall in end market demand under an adverse overall environment. In
the face of a market downturn, Realtek continued to improve and develop new generations of products in
anticipation of a market rebound. Building on the Al Audio noise cancellation algorithm that has been well
received by the market over the past two years, Realtek's new generation of products comprehensively
improve the user experience of PCs, conference devices, and live broadcast devices while extending the
application field from meetings to content creators. At the same time, in response to possible future PC
audio interface specification changes, Realtek continues to actively participate in specification definition,
and plans a complete product portfolio so that customers can switch specifications smoothly.

In terms of image signal processing ICs, Realtek, driven by the trend to high resolution, high image quality,
and intelligence, has launched the world's first and only USB camera solution that integrates edge
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computing, and has strategically cooperated with major PC makers to deliver an HPD (Human Presence
Detection) solution that supports SMP with an expected launch date in the first half of 2023. As PC
applications are concerned more and more about low power consumption and security, Realtek developed a
highly integrated, low power embedded system controller chip with a high-end MCU and more memory
than competitors, using an advanced manufacturing process with a built-in full hardware encryption engine.
It meets the need for power saving and security at the same time. With the increasing popularity of the USB
Type-C specification, this solution can provide customers with more comprehensive and better power
control and data transmission solutions.

In terms of multimedia products, to meet the high-quality requirements of high-end 4K/8K TVs, Realtek has
developed an Al super-resolution fidelity recovery single chip, which uses a neural network to identify
image scenes and objects, dynamically and instantly removes innate noise in the picture, suppresses
distortion, and enhances original low-resolution images to 4K/8K high-resolution images. This innovative
technology won the 2022 COMPUTEX Taipei 'Golden Award' and ‘Best Choice of the Year Award'.
Following the trend to network streaming media, and responding to changes in consumers' viewing habits
that demand higher content quality, Realtek has developed a new generation of set-top box solutions that
integrate High Dynamic Range, 3D audio, and a new generation of coding technology. These solutions,
complete with a cost-competitive, low-power software-hardware reference design, can assist customers in
developing high-performance set-top boxes.

In the LCD monitor field, Realtek continues to lead the industry in delivering various high-speed interface
specifications, enabling high resolution, high dynamic range, high frame rate, wide color gamut, and true
color reproduction, thereby providing customers with the widest product choice.

3. Strategy for Future Development and Impact by Competitive, Regulatory,
and Macro Conditions

Semiconductor markets in the short term are facing challenges such as end market demand and inventory
adjustment, impacted by geopolitics, pandemics, and inflation. Nevertheless, with the continuing
advancement in Internet, artificial intelligence, and automotive applications, there are ample opportunities
and room for growth in the medium and long term. Realtek actively practices sustainable corporate
development, strengthens corporate governance, enhances product core technology competitiveness, builds a
sustainable supply chain, and deepens mutual trust and partnership with customers to grow with them hand
in hand, thereby continuously heightening shareholder value.

We want to thank all shareholders for your ceaseless care and support. We also wish you health and success
in the future.

Chairman: Chiu, Sun-Chien
President: Yen, Kuang-Yu
Controller: Chang, Jr-Neng



Company Introduction
I. Date of Establishment

Realtek Semiconductor Corporation (‘the Company’) was incorporated on October 21, 1987, and debuted on
the Taiwan Stock Exchange in October 1998. It is headquartered in Taiwan and it has sales or R&D teams in
China, Singapore, the United States, Japan, and South Korea.

II. Company Milestones

1987/10 The Company is incorporated.
1988/04 The Company’s Taipei office is established.
1991/12 The Pocket Ethernet Controller receives an Innovative Technology Award from

the Hsinchu Science Park Administration.
1993/12 The High-Performance Window Accelerator Chip receives an Innovative Product
Award from the Hsinchu Science Park Administration.

1995/02 The Full Duplex Plug-and-Play Ethernet Controller receives a Product Innovation
Award from EDN Asia.

1996/12 For its extensive R&D initiatives and achievements, the Company receives an
R&D Participation Award from the Hsinchu Science Park Administration.

1997/06 The Single-Chip Fast Ethernet Controller receives a Best Component Award and
a Best Product Award at Computex Taipei 1997.

1997/09 The Company is listed in Gre Tai Securities Market (Taipei Exchange).

1997/11 The Single-Chip Fast Ethernet Controller receives a New Product Development
Award from the Industrial Development Bureau, Ministry of Economic Affairs.

1998/10 The Company debuts on the Taiwan Stock Exchange.

1998/12 For the fourth consecutive year, the Company receives an R&D Participation
Award from the Hsinchu Science Park Administration.

1999/12 The 4-Port Fast Ethernet Transceiver receives an innovative technology R&D
grant from the Hsinchu Science Park Administration.

2000/05 For the first time, the Company issues unsecured convertible bonds; the total value
is NT$1.4 billion.

2000/08 For its outstanding R&D achievements, the Company receives a Most Outstanding

Award at the Ministry of Economic Affairs’ 8" Industrial Technology

Development Awards.
2001/12 The Multi-mode Single-Chip 10/100M Fast Ethernet Controller SoC receives a
Component Design Award from EDA Asia Magazine.

2002/01 For the first time, the Company issues Overseas Depositary Receipts; the total
value is US$240,180,375.

2002/06 The ALC650 6-Channel Audio Codec receives a Best Choice Award at Computex
Taipei 2002.

2002/11 The Company ranks among the Global Top 10 Electronic Component Providers

by Taiwan’s Micro-Electronics Magazine.
2003/10 For the second consecutive year, the Company ranks among the Forbes Global 200
Best Small Companies.
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2003/10

2004/03

2004/06

2004/09

2004/10

2004/12

2004/12

2005/03
2005/06

2005/08

2005/11

2006/03

2006/03

2006/08

2006/10
2006/12

2006/12

2007/01

2007/06

2007/07

2007/10

The RTL8169S/RTL8110 Single-Chip Gigabit Ethernet Controller receives an
Innovative Product award from the Hsinchu Science Park Administration.

The PCI Express Single-Chip Gigabit Ethernet Controller receives an innovation
R&D grant for NT$3 million from the Hsinchu Science Park Administration.

The Dual-Band Triple-Mode WLAN Chipsets RTL8185L and RTL8255 receive a
Best Choice Award at Computex Taipei 2004.

The reference designs of the IEEE802.11a/b/g WLAN Chipsets RTL8185L and
RTLS8255 pass the Wi-Fi Alliance’s WPA2 (Wi-Fi Protected Access 2) testing and
become the golden test bed.

The Dual-Band Triple-Mode WLAN Chipset receives an Outstanding IT
Application/Product Award from the committee for Taiwan Information
Technology Month.

The WLAN Chipsets RTL8187L and RTL8255 receive an Innovative Product
Award from the Hsinchu Science Park Administration.

The Company receives an R&D Accomplishment Award from the Hsinchu
Science Park Administration.

The Company unveils the ALC882 7.1+2 Channel High Definition Audio Codec.
The Company celebrates the grand opening of its new building on Innovation Rd.
II in Hsinchu Science Park.

The Company releases the RTS5111, the world’s first USB 2.0 All-in-One Card
Reader Controller with Integrated 5V/3.3V Regulator and Power MOSFET.

For its substantive R&D achievements, the Company receives another R&D
Accomplishment Award from the Hsinchu Science Park Administration.

The Company releases a new generation of High Definition Audio codecs, the
ALC885 and ALCS888 Telecom.

The ALC888 Telecom receives a Technology Innovation Accelerated Award for
the ‘Digital Office’ platform at the 2006 Intel Developer Forum.

The Company passes ISO 14001 Environmental Management Systems
certification.

The Company celebrates its 20" anniversary.

The ALC888 Telecom receives an Innovative Product Award from the Hsinchu
Science Park Administration.

For the third consecutive year, the Company receives an R&D Accomplishment
Award from the Hsinchu Science Park Administration.

At an extraordinary shareholders’ meeting, shareholders approved a capital
reduction of NT$4,180,701,000 (each share qualified for a rebate of approximately
NT$5); the reduction ratio is 50%.

The RTL8111C PCI Express Single-Chip Gigabit Ethernet Controller receives a
Best Choice Award at Computex Taipei 2007.

The Company releases the RTL8366S and RTL8366SR low power, highly
integrated 6-Port Gigabit Ethernet Switch Controller Single-Chip solutions
featuring patented Green Ethernet technology.

The Company releases the RTS5161/68/69, the world’s first multi-function card
reader controller to integrate a NAND flash card reader, a smart card reader, a
fingerprint reader, and an IR receiver.



2007/10

2007/11

2007/12

2007/12

2008/05

2008/06

2008/09

2008/10

2008/12

2009/08
2009/10

2009/10

2009/11

2009/11

2009/11

2009/11

2010/01

2010/06

2010/06

The Company releases the ALC269, which is the first HD Audio Codec to integrate
a 2W Class D Amplifier and the latest low power specifications. The device
represents a breakthrough in reducing the power consumption of laptop computers.
The Company releases the ALC889 HD Audio Codec, which features a Signal-to-
Noise Ratio (SNR) of 108dB and is the only HD Audio Codec to have full rate
Blu-Ray DVD playback.

The RTL8111C-GR PCI Express Gigabit Ethernet Controller receives an
Innovative Product Award from the Hsinchu Science Park Administration.

For the fourth consecutive year, the Company receives an R&D Accomplishment
Award from the Hsinchu Science Park Administration.

The Company demonstrates a series of Networked Multimedia SoC solutions at
Computex Taipei 2008.

The RTD2485D All-in-One LCD Monitor Controller receives a Best Choice
Award at Computex Taipei 2008.

The Company releases the RTL8191S and RTL8192S, the world’s smallest, most
energy efficient 802.11n WLAN IC Single-Chip solutions. They are the first
controllers to integrate MAC/BB/RF with an embedded power amplifier,
EEPROM, and switching regulators.

The RTL8366SR 5+1-Port Gigabit Ethernet Switch Controller Single-Chip
receives a 2008 EDN China Innovation Award.

The RTD2485D All-in-One LCD Monitor Controller receives an Innovative
Product Award from the Hsinchu Science Park Administration.

The Company receives a 2009 National Invention and Creation Award.

The Company releases the RTL8111E, the first Gigabit Ethernet Controller SoC to
use the IEEE 802.3az standard.

The RTD1073 Full-HD Digital Media Processor receives a 2009 EDN China
Innovation Award.

The RTD1073/1283 Full-HD Digital Media Processor receives a 2009 Outstanding
IT Application/Product Award.

The RTL8111DP-GR PCI Express Gigabit Ethernet Management Controller
receives a 2009 Innovative Product Award from the Hsinchu Science Park
Administration.

The Company receives the International Exchange and Cooperation Award from
the Hsinchu Science Park Administration.

The Company receives the 2009 R&D Accomplishment Award from the Hsinchu
Science Park Administration.

At the 2010 CES, the Company demonstrates industry-leading Green Ethernet
power-savings technology, including the IEEE 802.3az Ethernet Single-Chip and
Switch Controller, as well as the world’s most energy efficient power-over-USB
2x2 802.11n Wireless Router using the Company's Green WLAN technology.
The ALC899-GR High Fidelity PC Audio Codec receives a Best Choice Award at
Computex Taipei 2010.

The RTL8111E Single-Chip Gigabit Ethernet Controller receives a Best Choice
Award at Computex Taipei 2010.



2010/12

2010/12

2010/12
2011/10

2011/12

2011/12

2011/12
2012/12

2012/12

2013/06

2013/11

2013/12

2014/06

2014/06

2015/04

2015/06

2015/12

2016/06

2016/06

2016/12

2016/12

2017/06

2017/06

The RTL8111E Single-Chip Gigabit Ethernet Controller receives a 2010
Outstanding IT Application and Products Award.

The RTL8367M 7-Port Gigabit Ethernet Switch Controller receives a 2010
Innovative Product Award from the Hsinchu Science Park Administration.

The Company receives a 2010 Science Park R&D Accomplishment Award.

The Company receives the 1% Taiwan Green Classics Award, hosted by the Bureau
of Foreign Trade, Ministry of Economic Affairs.

The Company receives an Industrial Sustainable Excellence Award from the
Industrial Development Bureau, Ministry of Economic Affairs.

The Company receives a National Industrial Innovation Award — Outstanding
Enterprise Innovation Award from the Department of Industrial Technology,
Ministry of Economic Affairs.

The Company receives a 2011 Science Park R&D Accomplishment Award.

The ALC5642 Hi-Fi Audio Integrated with Voice/Sound DSP and Codec Single-
Chip receives a 2012 Innovative Product Award from the Hsinchu Science Park
Administration.

The Company receives a 2012 Science Park R&D Accomplishment Award.

The RTD2995 4K2K UHD Smart TV SoC receives a Best Choice Golden Award
at Computex Taipei 2013.

The RTL8153 Low Power USB 3.0-to-Gigabit Ethernet Controller receives a
2013 EDN China Innovation Award.

The RTD2995 4K2K UHD Smart TV SoC receives a 2013 Innovative Product
Award from the Hsinchu Science Park Administration.

The RTL8118AS Ultra Low Power Gaming NIC receives a Best Choice Green
ICT Award at Computex Taipei 2014.

The RTL8881A AP/Router Network Processor SoC (with 11ac Wi-Fi) receives a
Best Choice Award (in Communication) at Computex Taipei 2014,

The Company’s subsidiary Realtek Singapore Pte Ltd. acquires 100% equity
interest of Cortina Access, Inc. and its subsidiaries.

The RTL8195AM Low Power Wi-Fi IoT SoC receives a Best Choice Golden
Award at Computex Taipei 2015.

The RTD2999 4K Ultra-High Picture Quality Smart TV SoC receives a 2015
Innovative Product Award from the Hsinchu Science Park Administration.

The RTL8762A Bluetooth Low Energy SoC receives a Best Choice Golden
Award at Computex Taipei 2016.

The RTS5421 USB 3.1 Type-C Hub receives a Best Choice Golden Award at
Computex Taipei 2016.

The Company receives a 2016 Science Park R&D Accomplishment Award.

The RTL9020AA Automotive Camera SoC Integrated with Audio/Video
Processor and Ethernet receives a 2016 Innovative Product Award from the
Hsinchu Science Park Administration.

The RTL9047A Automotive Ethernet Switch Controller receives a Best Choice
Award in the Car Electronics category at Computex Taipei 2017.

The RTL8771B Low Power Wearable GNSS Receiver receives a Best Choice
Award in the Mobile & Wearables category at Computex Taipei 2017.



2017/06

2017/06

2017/11

2018/05

2018/06

2018/06

2018/06

2018/06

2018/12

2019/06

2019/06

2019/06

2019/12

2019/12

2020/12

2020/12

2021/5

2021/7

2021/7

2021/9

2022/4
2022/5

The world’s most energy efficient Bluetooth 5 Dual Mode Audio SoC, the
RTL8763B, receives a Best Choice Award in the IC & Components category at
Computex Taipei 2017.

The RTL8117 Personal Cloud IC Solution receives a Best Choice Award: the
Jury’s Special at Computex Taipei 2017.

The Communications Network Group’s CN3 Wi-Fi R&D team receives a 2017
Outstanding Technology Management Award.

The Company releases the world’s first 2.5G Ethernet Controller SoC for
multiple applications, including gaming.

The RTL8715A Highly Integrated, Ultra-Low-Power Wi-Fi I[P Camera SoC
receives a Best Choice Award in the IoT Applications category at Computex
Taipei 2018.

The RTL8762C Bluetooth 5 Low Energy SoC receives a Best Choice Award in
the IC & Components category at Computex Taipei 2018.

The ALC5520 Multi-Mic Far-Field Speech Recognition Enhanced SoC solution
receives a Best Choice Golden Award at Computex Taipei 2018.

The Company receives an Asia Responsible Entrepreneurship Award.

The ALC5520 Multi-Mic Far-Field Speech Recognition Enhanced SoC solution
receives a 2018 Innovative Product Award from the Hsinchu Science Park
Administration.

The RTD2893 8K Video Decoder and Processing IC receives the Best Choice of
the Year/Golden Award at Computex Taipei 2019.

The RTL8773B Bluetooth 5 ANC Smart Headset SoC receives a Best Choice
Golden Award at Computex Taipei 2019.

The RTL8722DM Ameba D: Ultra-Low-Power Versatile [oT Solution wins a
Best Choice IoT Category Award at Computex Taipei 2019.

The RTD2893 8K Video Decoder and Processing IC receives a 2019 Innovative
Product Award from the Hsinchu Science Park Administration.

The Company receives a 2019 Science Park R&D Accomplishment Award for
overall R&D results.

The RTL8156B 2.5G USB Ethernet controller with world’s smallest form factor
& lowest power receives a 2020 Innovative Product Award from the Hsinchu
Science Park Administration.

The Company receives a 2020 Hsinchu Science Park R&D Accomplishment
Award for overall R&D results.

The New Generation Gaming Network Total Solution 2.5GbE Gaming NIC with
‘Dragon Feature’” + Wi-Fi 6 & Intelligent Switch (RTL8125BG + RTL8852AE &
RTL9313 + RTL8221B) wins a d&i award at Computex Taipei 2021.

The Automotive Ethernet Switch IC (RTL9075AAD/RTL9072AAD) receives a
Best Choice Golden Award at Computex Taipei 2021.

The RTS3916N Low Power Al IP Camera SoC receives a Best Choice Al, Big
Data & Cloud Computing Category Award at Computex Taipei 2021.

The Company wins the 2021 Asia Responsible Enterprise Award.

The Company is recognized in the Clarivate Top 100 Global Innovators 2022 list.
The RTL8763E Bluetooth Dual Mode Audio Watch Solution receives a Best
Choice IC and Component Category Award at Computex Taipei 2022.
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2022/5

2022/11

2022/12

The RTD2892NND Al Super Resolution Fidelity Recovery IC receives the Best
Choice of the Year/Golden Award at Computex Taipei 2022.

The Realtek 2.5 Gigabit Dragon Bandwidth-Optimized Ethernet Controller
Solutions (RTL8125BG + RTL8156BG) receive a Taiwan Excellence Award
2022.

The RTS5863 Edge Al USB Camera Controller receives a 2022 Innovative
Product Award from the Hsinchu Science Park Administration.



Corporate Governance Report

[. Organization

1. Organizational Structure

Shareholders'
Meeting

Board of Directors

Audit Committee
Chairman's Office Compensation Committee
Nominating Committee
Offices of
CEO/President
Connected Media ~ Communications Network ~ Computer Peripheral  Smart Interconnect Multimedia RAD Center Corporate Technology
Business Group Business Group Business Group Business Group Business Group Center
Intelligent Decision Supply Management  Quality Management Finance Division Information Technology ~ Administration  Occupational Safety
Research Center Center Division Division Division 8 Health Center
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2. Responsibilities of Main Departments

Department

Key Responsibilities

Chairman’s Office

Reviews the Company’s operations and implementation of resolutions made by shareholders’
meetings and the Board of Directors; Company audits.

President’s Office

Plans and executes the Company’s operational strategies and analysis; carries out Board of
Directors’ resolutions, investment assessments, PR statements, legal and patent affairs, and
international marketing.

Business Group

Communications  |Manages communications network product R&D, planning and marketing.
Network Business

Group

Computer Peripheral |Manages computer peripheral product R&D, planning and marketing,

Business Group

Multimedia Business|Manages multimedia product R&D, planning and marketing,
Group
Connected Media  |Manages connected media product R&D, planning and marketing,

Smart Interconnect
Business Group

Manages smart interconnect product R&D, planning and marketing,

R&D Center

Plans new products, develops and designs relevant core technologies, and manages circuit
layouts.

Corporate
Technology Center

Oversees the planning, research and service of all advanced technologies needed in the
Company’s product development.

Intelligent Decision
Research Center

Oversees big data analytics.

Supply Management

Oversees raw materials, warehousing, materials control, procurement, IC manufacturing and

Center testing, and testing equipment maintenance.
Quality Management|Oversees product quality control and reliability engineering,
Division

Finance Division

Oversees finance, accounting, and stock affairs.

& Health Center

Information Oversees information management and computer systems integration and applications.
Technology

Division

Administration Oversees general affairs, factory administration, and human resources.

Division

Occupational Safety |Oversees occupational safety and health.
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Table I: The major shareholders of institutional shareholders

April 8,2023

Institutional Shareholders

Major Shareholders of Institutional Shareholders

Cotek Pharmaceutical Industry Co., Ltd.

De Tao Venture Capital Corp. (shareholding: 20%)
Hi-Xuan Co., Ltd. (shareholding: 26.672%)

Infinite Global Company (shareholding: 26.664%)
Yihong Investment Co., Ltd. (shareholding: 26.664%)

Sonnen Limited

Yeh, Yen-Hsi (shareholding: 100%)

United Glory Co., Ltd.

Target Way Co., Ltd. (shareholding: 100%)

Table II: The major shareholders of the major shareholders of institutional shareholders in Table I

April 8, 2023

Shareholder

Major Shareholders Holding

Target Way Co., Ltd.

Chun Mei Chen De Chang (shareholding: 100%)
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1.1 Disclosure of professional qualifications of directors and independent status of independent directors

Criteria Number of
other public
companies
Independent Status (Note2) concurrently
serving as an

Professional qualifications and
experience (Notel)

Name independent
director

United Glory Co., Ltd. | Business management, strategic planning, leadership

Representative: and decision-making, international marketing, - 0

Chiu, Sun-Chien technology research and development

United Glory Co., Ltd. | Business management, strategic planning, leadership

Representative: and decision-making, accounting and financial - 0

Chern, Kuo-Jong analysis

Cotek Pharmaceutical

Industry Co., Ltd Business management, strategic planning, leadership ) 0

Representative: and decision-making

Yeh, Nan-Horng

nnen Limi : i i i
Sonne ted Business management, strategic planning, leadership

Representative: . . - 0

Yeh, Po-Len and decision-making

Yen, Kuang-Yu Business management, technolggy research and ) 0
development, sales and marketing

Huang, Yung-Fang Business management, technol(.)gy research and ) 0
development, sales and marketing

Ni, Shu-Ching Bus1n§ss management, accounting and financial ) 0
analysis

Chen, Fu-Yen Business management, strategic planning 0

Tsai, Tyau-Chang Legal profession, crisis management Please refer to statement of note 2. 0

Lo, Chun-Pa Business management, accounting and financial 0

analysis (Note 3)

Note 1: Directors of the company are not of any conditions defined in Article 30 of the Company Act.
Note 2: (1) Whether the person, the person’s spouse, or relatives within the second degree serve as directors, supervisors, or employees of the
company or its affiliated companies: none;
(2) The shareholding numbers and proportion by the person, the person’s spouse, or relatives within the second degree: 0;
(3) Whether the person serves as a director, a supervisor or an employee of a company with specific relationship to the company: none;
(4) The amount of remuneration received for providing business, legal, financial, accounting and other services to the company or its
affiliates in recent two years: 0.
Note 3: Audit committee members with accounting or financial expertise shall state their accounting or financial background and work

experience: Please refer to page 11, information of independent directors, for the selected education & experience, and current positions
at the company and other companies.

1.2. Diversity and Independence of the Board
(1) Diversity of the board of directors: The diversity policy for the Company’s board members is as follows:

The structure of the Company's board of directors shall be determined by choosing an appropriate number of board
members in consideration of business scale, the shareholdings of major shareholders, and practical operational needs.
The composition of the board of directors shall be determined by taking diversity into consideration. An appropriate
policy on diversity based on the company's business operations, operating dynamics, and long-term development needs
shall be formulated and include, without being limited to, the following two general standards:
1. Basic requirements and values: gender, age, nationality, and culture.
2. Professional knowledge and skills: a professional background (e.g., law, accounting, industry, finance, marketing, or
technology), professional skills, and industry experience.
All members of the board shall have the knowledge, skills, and experience necessary to perform their duties. To achieve
the ideal goal of corporate governance, the board of directors shall possess the following abilities:

. Ability to make operational judgments.

. Ability to perform accounting and financial analysis.

. Ability to conduct management administration.

. Ability to conduct crisis management.

. Knowledge of the industry.

. International market perspective.

. Ability to lead.

. Ability to make policy decisions.

003N L B WK —
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There are ten directors, three of them are independent directors, for the Company. Each director has his or her own
professional background, including business management, leadership decision, industry knowledge, financial accounting,
international marketing, etc.
The specific management objectives of the Company's board member diversity policy are that each of the eight abilities
that the board of directors shall possess is at least possessed by five directors, and at least four of the eight abilities are
possessed by individual board member. The management objective of diversity policy is reached by the Company's
current board of directors and all individual board members.
Please refer to page 11 and page 35 note 1 for the information of individual board member and abilities possessed by
individual board member of the Company.

(2) Independence of the board of directors: The Company has 3 independent directors, accounting for 3/10 of the board of
directors.
The board of directors of the Company meets the following independence criteria:

1.

2.

AN D

Each director is not a family member of senior management who is employed by the Company or by a subsidiary of
the Company

Each director is not (and is not affiliated with a Company that is) an adviser or consultant to the Company or a member
of the Company's senior management.

. Each director is not affiliated with a significant supplier of the Company.
. Each director does not have any personal services contract with the Company or a member of the Company's senior

management.

. Each director is not affiliated with a not-for-profit entity that receives significant contributions from the Company.
. Each director has not been a partner or employee of the Company's external auditor during the past three years.
. Each director does not have any other conflict of interest that the board of directors determines to mean he or she

cannot be considered independent.

. The board of directors complies with the provisions of Article 26-3, Items 3 and 4 of the Securities and Exchange Act.

Only director Ye, Po-Len and director Ye, Nan-Horng are relatives within the second degree.

. Each independent director meets the provisions of Article 3, Item 1 of the Regulations Governing Appointment of

Independent Directors and Compliance Matters for Public Companies.
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Remuneration Range

Remuneration Range

Name of Directors

Total remuneration

Total remuneration (A+B+C+D) (A+B+C+D+E+F+G)
Consolidated Consolidated
REALTEK Entities REALTEK Entities

Less than $1,000,000

Chiu, Sun-Chien,
Chern, Kuo-Jong,
Yeh, Nan-Horng,
Yeh, Po-Len

Chiu, Sun-Chien,
Chern, Kuo-Jong,
Yeh, Nan-Horng,
Yeh, Po-Len

$1,000,000 (incl.) - $2,000,000 (excl.)

$2,000,000 (incl.) - $3,500,000 (excl.)

Yen, Kuang-Yu,
Huang, Yung-Fang,
Ni, Shu-Ching
Chen, Fu-Yen,
Tsai, Tyau-Chang,
Lo, Chun-Pa

Yen, Kuang-Yu,
Huang, Yung-Fang,
Ni, Shu-Ching
Chen, Fu-Yen,
Tsai, Tyau-Chang,
Lo, Chun-Pa

Ni, Shu-Ching,
Chen, Fu-Yen,
Tsai, Tyau-Chang,
Lo, Chun-Pa

Ni, Shu-Ching,
Chen, Fu-Yen,
Tsai, Tyau-Chang,
Lo, Chun-Pa

$3,500,000 (incl.) - $5,000,000 (excl.)

$5,000,000 (incl.) - $10,000,000 (excl.)

$10,000,000 (incl.) - $15,000,000 (excl.)

$15,000,000 (incl.) - $30,000,000 (excl.)

$30,000,000 (incl.) - $50,000,000 (excl.)

United Glory Co., Ltd.
Cotek Pharmaceutical
Industry Co., Ltd.
Sonnen Limited

United Glory Co., Ltd.
Cotek Pharmaceutical
Industry Co., Ltd.
Sonnen Limited

United Glory Co., Ltd.

Cotek Pharmaceutical
Industry Co., Ltd.
Sonnen Limited

United Glory Co., Ltd.
Cotek Pharmaceutical
Industry Co., Ltd.
Sonnen Limited

$50,000,000 (incl.) - $100,000,000 (excl.)

Chiu, Sun-Chien,
Chern, Kuo-Jong,
Yeh, Nan-Horng,
Yeh, Po-Len,

Yen, Kuang-Yu,
Huang, Yung-Fang,

Chiu, Sun-Chien,
Chern, Kuo-Jong,
Yeh, Nan-Horng,
Yeh, Po-Len,

Yen, Kuang-Yu,
Huang, Yung-Fang,

$100,000,000 and above

Total

13

13

13

13
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Compensation Range

Compensation Range

Name of Officers

REALTEK

Consolidated Entities

Less than $1,000,000

$1,000,000 (incl.) - $2,000,000 (excl.)

$2,000,000 (incl.) - $3,500,000 (excl.)

$3,500,000 (incl.) - $5,000,000 (excl.)

$5,000,000 (incl.) - $10,000,000 (excl.)

$10,000,000 (incl.) - $15,000,000 (excl.)

$15,000,000 (incl.) - $30,000,000 (excl.)

Chang, King-Hsiung, Weng, Chi-Shun

Chang, King-Hsiung, Weng, Chi-Shun

$30,000,000 (incl.) - $50,000,000 (excl.)

Lin, Ying-His, Huang, Yee-Wei,
Chang, Jr-Neng, Tsai, Jon-Jinn,
Su, Chu-Ting, Wang, Po-Chih,
Shen, Jia-Ching, Lee, Shang-Ta

Lin, Ying-His, Huang, Yee-Wei,
Chang, Jr-Neng, Tsai, Jon-Jinn,
Su, Chu-Ting, Wang, Po-Chih,
Shen, Jia-Ching, Lee, Shang-Ta

$50,000,000 (incl.) - $100,000,000 (excl.)

Chiu, Sun-Chien, Chern, Kuo-Jong,
Yen, Kuang-Yu, Huang, Yung-Fang

Chiu, Sun-Chien, Chern, Kuo-Jong,
Yen, Kuang-Yu, Huang, Yung-Fang

$100,000,000 and above

Total

14

3.3 Employee’s Compensation for Officers

2022 / Unit: NT$K

Percentage of net

Vice President

Tsai, Jon-Jinn

Vice President

Wang, Po-Chih

Vice President

Chang, Jr-Neng

Vice President

Shen, Jia-Ching

Vice President

Lee, Shang-Ta

CISO

Weng, Chi-Shun

Vice President

Su, Chu-Ting

Title Name Stock Cash Total income after taxes
(%)
CEO Chiu, Sun-Chien
X;c 8 CEO & Chern, Kuo-Jong
President Yen, Kuang-Yu
COO Huang, Yung-Fang
Vice President Huang, Yee-Wei
Vice President Lin, Ying-Hsi
Vice President Chang, King-Hsiung 0 241,284 241,284 1.49%

4. Percentage of remuneration and compensation paid to Directors and Officers by the Company and all
companies of the consolidated statements accounts for net income after taxes for the recent two years.

Percentage of remuneration and compensation paid
to Directors and Officers by the Company and all

companies of the consolidated statements accounts
for net income after taxes for 2021

Percentage of remuneration and compensation paid
to Directors and Officers by the Company and all
companies of the consolidated statements accounts
for net income after taxes for 2022

3.63%

5.11%

The 2022 annual remuneration of directors and compensation of employees was decided in accordance with the Company's
articles of incorporation. If gained profits within a fiscal year, the Company shall allocate at a maximum of 3% of the profits as
directors’ remuneration, and allocate no less than 1% of the profits as employees’ compensation. The decision for directors'

remuneration was based on the board performance evaluation results of such aspects as the participation in the operation, the

quality of the board of directors’ decision-making, alignment of the goals and missions of the Company, awareness of the duties
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of a director, management of internal relationship and communication, the director’s professionalism and continuing education,
internal control, etc. The decision for officers’ compensation was based on the performance appraisal indicators such as the length
of service and position, performance, contribution to the Company's operation, industry benchmark, the Company’s profitability,
etc.

The directors’ remuneration and officers’ compensation were proposed to the board of directors after the resolution based on the
performance evaluation results, the company’s operational performance, and future risk exposure approved by the remuneration
committee, and processed after the approval of the board of directors. The directors’ remuneration and employees’ compensation
will also be reported at the shareholders' meeting. The Company's remuneration committee and the board of directors will review
the remuneration policies of directors and officers in a timely manner based on the actual operating conditions and relevant laws
and regulations, in order to balance the Company's sustainable operation and risk control.

5. The planning and operation of the succession of board members and senior management:
5.1 Succession planning for board members
There are currently 10 directors (including 3 independent directors) for the Company. The nomination
and selection of directors take into account the overall capacity and diversity of the board of directors,
and adjust the composition of members according to the results of performance evaluation and the
need for substantive operations. The succession planning of the board of directors includes the
succession of the senior management of the group, and the recruitment of external professionals with
background of business management, law, accounting, industry, technology, or marketing.
5.2 Succession planning for senior management
The succession planning for senior management of the Company is mainly constructed as follows:
(1) Based on the future development strategy, define the positions and talent needs of the company,
and review the succession planning regularly in response to changes in operations and strategies.
(2) Develop competent talents with potential and capacities to enter the succession planning talent
pool, and establish a comprehensive training mechanism and talent development plan for the talent
pool.
(3) Timely promote the mid-level managers as deputies for the high-level managers, and understand
the development of the middle-level management through performance appraisal and as a
reference for succession planning.
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III. Corporate Governance
1. Operation of Board of Directors
Operation of Board of Directors:

Current member’s term of office: August 9, 2021 to August 8, 2024
The Board of Directors held meetings 5 times in 2022. Attendance status of Directors is as follows:

Title Name Attendance Attendance by Attendance Rate Remarks
in Person Proxy (%)
United Glory Co., Ltd.
Chairman | Representative: 5 0 100% -
Chiu, Sun-Chien
Vice United Glory Co., Ltd.
Chairman Representative: 5 0 100% -
Chern, Kuo-Jong
Cotek Pharmaceutical
Director | ndustry €o., Ltd. 5 0 100% .
Representative:
Yeh, Nan-Horng
Sonnen Limited
Director | Representative: 5 0 100% -
Yeh, Po-Len
Director | Yen, Kuang-Yu 5 0 100% -
Director | Huang, Yung-Fang 5 0 100% -
Director | Ni, Shu-Ching 5 0 100% -
Independent | o) Fyyen 5 0 100% .
Director
tndependent | s, Tyau-Chang 5 0 100% -
Independent |1, Chun-pa 5 0 100% .
irector
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Other disclosures:
1.1

(1) Securities and Exchange Act §14-3 resolutions: Not applicable.

(2) Resolutions of the board of directors with objected or reserved opinions by independent directors and with
records or written statements: Not applicable.

1.2 Execution of the directors' interests evasion: The directors have avoided the proposal with personal stake.
1.3 The goals for strengthening the powers of the board of directors and performance evaluation:

(1) Set up functions committees: For the purpose of developing supervisory functions and strengthening
management mechanisms, the Company has set up audit committee, remuneration committee, and
nominating committee.

(2) Enhance corporate governance: The Company has established corporate governance best practice
principles, risk management policy, and regulations governing the board performance evaluation, and also
discloses corporation governance information in accordance with the relevant laws.
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2. Board of Directors performance evaluation

2.1 Evaluation cycles: Conducting an internal board performance evaluation every year

2.2 Evaluation periods: From Jan. 1, 2022 to Dec. 31, 2022

2.3 Scope and method of evaluation: The performance evaluation of the board as a whole, individual board
members and functional committees, including audit committee, remuneration committee, and nominating
committee.

2.4 Method of evaluation: The internal evaluation of the board, self-evaluation by individual board members,
and the internal evaluation of audit committee, remuneration committee, and nominating committee. The
units conducting evaluations is nominating committee.

2.5 Criteria of evaluation:

2.5.1 The board of directors performance evaluation
(1) Participation in the operation of the company;
(2) Improvement of the quality of the board of directors' decision making;
(3) Composition and structure of the board of directors;
(4) Election and continuing education of the directors;
(5) Internal control.
2.5.2 The board members performance evaluation
(1) Alignment of the goals and missions of the company;
(2) Awareness of the duties of a director;
(3) Participation in the operation of the company;
(4) Management of internal relationship and communication;
(5) The director's professionalism and continuing education;
(6) Internal control.
2.5.3 Functional committee’s performance evaluation
(1) Participation in the operation of the company;
(2) Awareness of the duties of the functional committee;
(3) Improvement of quality of decisions made by the functional committee;
(4) Makeup of the functional committee and election of its members;
(5) Internal control.

2.6 Performance evaluation results: The 2022 performance evaluation results of the board, the board members,
audit committee, remuneration committee, and nominating committee are all ‘outstanding’, and have been
reported to the board of directors on February 24, 2023. The results of the performance evaluation will be
used as a reference for the remuneration of individual directors or functional committee members and the
nomination of continuation in office.

3. Operation of Audit Committee

The Audit Committee assists the Board of Directors in performing its supervision functions. It is also responsible
for tasks defined by the Company Act, Securities and Exchange Act and other relevant regulations. The operation
of Audit Committee is based on the Audit Committee Charter. The Audit Committee shall convene at least once
quarterly. 5 meetings were held in 2022. It also maintains good communication channels with the Company’s
internal audit manager and the CPA.

The major annual review matters of Audit Committee were as follows:

(1) Financial statements.

(2) Internal control system.

(3) Material transaction of asset acquisition, intercompany loans, and endorsement and guarantee.

(4) The audit plan and implementation of the internal audit unit.

(5) Appointment, remuneration and independence assessment of the CPA.

(6) Revising principles and regulations related to corporate governance and corporate social responsibility.
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Operation of Audit Committee

Current member’s term of office: August 9, 2021 to August 8, 2024
The Audit Committee held meetings 5 times in 2022. Attendance status of Independent Directors is as

follows:

Title

Name

Attendance
in Person

Attendance
by Proxy

Attendance
Rate (%)

Independent
Director

Chen, Fu-Yen

100%

Independent
Director

Tsai, Tyau-Chang 5 0

100%

Independent
Director

Lo, Chun-Pa 5 0

100%

Other disclosures:

3.1 (1) Securities and Exchange Act §14-5 resolutions

Date

Resolutions

The Opinions of All
Independent Directors
and the Company’s
Actions to the Opinions

Mar. 16, 2022

9

. 2021 Parent company only financial statements and

consolidated financial statements.

. To increase capital from employees' compensation for

2021.

. The Company intends to endorse the guarantee for a

subsidiary.

. Fund loans between subsidiaries of the Company.
. The Company's Auditor of financial statements and Audit

Fee for 2022.

. 2021 Statement of Internal Control System.

All independent
directors approved

Apr. 20, 2022

WD =N

. Distribution of 2021 Retained Earnings.

. 2021 cash dividends distribution from retained earnings.
. Cash distribution from capital surplus.

. To revise the Procedures for Acquisition or Disposal of

Assets.

. 2021 business report and 2022 business plan.
. The Company intends to loan funds to subsidiaries.
. Fund loans between subsidiaries of the Company.

Jul. 27, 2022

. 2022 Q2 consolidated financial statements.
. The Company intends to loan funds to subsidiaries.
. Fund loans between subsidiaries of the Company.

Aug. 29, 2022

N — W N =33 W

. To adjust the group's organizational structure.
. Early termination of fund loans between subsidiaries of

the Company.

Oct. 26, 2022

W N =

N

AN D

8.

. The Company intends to loan funds to subsidiaries.
. A subsidiary’s cash distribution from capital surplus.
. Early termination of the Company’s endorsement and

guarantee for a subsidiary. .

. The Status that the Company regularly evaluates the

independence of auditor.

. 2023 annual audit plans.
. To revise the Regulation of Insider Trading.
. To revise the Procedures for Handling Material Inside

Information.
The Company's "Corporate Social Responsibility Best
Practice Principles" was revised to "Sustainable
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The Opinions of All
Independent Directors
and the Company’s
Actions to the Opinions

Date Resolutions

Development Best Practice Principles".
(2) There was no resolution that was not approved by the Audit Committee but was approved by two
thirds or more of all Directors.

3.2 Execution of the independent directors' interests evasion: None.

3.3 The communication between the independent directors and the internal audit manager and the CPA:
The Company’s independent directors communicate with the CPA by the way of meetings, discussions,
telephone calls or e-mails through the audit committee or separately to discuss the review results of the
financial statements and related laws and regulations such as accounting, taxation, and securities
management. If major issues occur, a meeting can be convened at any time.
The Company’s independent directors communicate with the internal audit manager by the way of
meetings, discussions, telephone calls or e-mails through the audit committee or separately to discuss the
company's audit-related works, audit reports, and the condition of discovering problems and tracking
improvements. If major issues occur, a meeting can be convened at any time.
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(1) The major items of communication between the independent directors and the CPA

The suggestions of independent

Date The Major Items of the Communication |directors and the Company’s
action to the suggestions
Mar. 16, 2022 The consolidated financial statement and | No suggestion from independent

(separate meeting)

independent auditor's report result for
2021 and Important audit events.

directors

Apr. 20, 2022

(separate meeting)

The consolidated financial statement and
independent auditor's report result for the
first quarter of 2022 and Important review
events.

No suggestion from independent
directors

Jul. 27, 2022

(separate meeting)

The consolidated financial statement and
independent auditor's report result for the
second quarter of 2022 and Important
review events.

No suggestion from independent
directors

Oct. 26, 2022

(separate meeting)

The consolidated financial statement and
independent auditor's report result for the
third quarter of 2022 and Important
review events.

No suggestion from independent
directors

(2) The major items

of communication between the independent directors and the internal audit man

ager

The suggestions of
independent directors and the

Date The Major Items of the Communication , .
Company’s action to the
suggestions

Mar. 16,2022 | Implementation of the audit plan for the | No suggestion from
(separate meeting) fourth quarter of 2021 independent directors
Apr. 20, 2022 Implementation of the audit plan for the | No suggestion from
(separate meeting) first quarter of 2022 independent directors
Jul. 27,2022 Implementation of the audit plan for the | No suggestion from
(separate meeting) second quarter of 2022 independent directors
Oct. 26, 2022 Implementation of the audit plan for the | No suggestion from
(separate meeting) | third quarter of 2022 independent directors

8-



"I [BOS1J © JO PUD J) IOy JUNIW ,SIIP|OYJeyS

JU9931 SO Y} U payrodal aq [[eys uondesuen

[enjoe oy ], "IN0 paLLed Surdq 210j9q [eaoidde 10y

SI0}09IIP JO PIe0q o) 0} PORIWIQNS 9 [[BYS dINjeU SIY) JO
suonoesuel) JUBOYIUSIS [[& Jey) dre[ndns os[e nq ‘sjasse Jo
Tesodsip pue uonismboe oy ‘spoo3 Jo Jres pue aseyoind oy
10} saanpaooid juswadeuew oy} 9pnjoul AJUO J0U SINY Y ],
'$1030011(J JO pIeoq oy} Aq pasoidde useq aaey sy oy}
pue sanaed paje[y s} pue Auedwo)) oy} Uoam)ag SIONEIA
ssauisng pue [eroueul,] SUIUIIAOL) SO[NY POYSI[qe)Sd

sey Auedwo)) a3 ‘sojerjyyye sy pue Auedwo)) ayy

U29M)2q SPUNJ JO SUBO[ PUB ‘S9dJULIENS PUB SJUSWISIOPUD
Jo uorsiaoid ayj ‘sjasse jo [esodsip pue uonismboe

o ‘spoo3 Jo afes pue aseyoind ayy 03 309dsa1 YIIm SISIAUL
Jo Surjouueys todoxdwr pue suoroesuer) YIJus|-s,uLe

uou JudAa1d 0) pue sdjel[ije s} pue Auedwo)) oy} usam}aq

(soruedwoo pajerigge
S} PUE J1 U99M]9q UIA)ISAS [[EMAI pUR JuswoSeuew

- SUOT}ORIOIUT SSOUISN] PUE [RIOUBUIJ PUNOS JINSUD O] A ysu1 oy Juowdrdwr pue ysiqelse Auedwo)) oy sso( (€)
(Sa1ByS
“SIOJIJJO PUE SIOIDAIIP 9SOV} JO SIQUMO JJeWIN[N A} SE [[dM SB SIOP[OYIBYS
- JO s3urpjoyaIeys oy s309[[09 A[re[ngar Auedwo)) ay A Jofew s31 30 3817 A} ssassod Auedwo)) oy seo( (7)
(eanpaooid ayp uo
"$)qNOp 10 SuUoNsa33NS JIOP[OYIRYS SB YONS SIO)eW poseq juowe[dwi pue ‘suonedni| pue sondsip ‘s)qnop
d[puey 03 Aouagde 19jsuery 3003s [euolssajoid e pajutodde ‘suonso33ns SIOP[OYIeYS YIM [BIP 0} AINpadord
- pue wed) suone[1 Joisaaul ue dn 19s sey Auedwo)) oy, A Surnyesado Teurdjul ue ysijqelss Auedwo)) ay3 ssod (1)
SISTY SIOP[OYIRYS PUB 2INONIS SUIP[OYAIRYS ¢
‘suone[ngal
2oueuIoA03 21810d109 S Auedwo)) ayj axmbur 03 s103S9AUL
[Te 10} 911sqam s Auedwio)) 9} UO UOT}OIS OIUBUIIAOD)
o1e10d10)), PaILOIPIp B YIM , ‘sorueduro)) pIjsI] L SoTuedwo)) paisrT Xgd1/ASML
XddL/ASM.L 10J sopdrourrq 2913081J 1S9¢ 9OUBUIIAOLD) 10} sordourig 9o1081d-1S9¢ 20URUIdA0L) 9je1odIo)),,
9erodio)), uo paseq sopdrourid sonoeid 3599 9ouBUIAOS uo paseq so[drourrd 99198IJ-19g IOUBUIOAOD)
- 9re10d100 oy} paso[osIp pue paysijqeise Auedwo)) ay, A dre10d10)) a3 9s0]osIp pue ysijqelsd Auedwo)) ay) s20(7 ‘|
uonduosaq Arewwung ON | Ssax

‘UOIIBIAJD JOJ UOSBAI
oy pue saredwo)) paysIy
Xdd1/ASM.L 103 sopdioutig
Q011081 -1Soy SOUBUISAOD)
91e10d10)) Y} WOILJ UOTBIAI(

snjeig uonejuawoyduwy

W) uonenjeAq

"UOTIRIAJD J10J uosear oy} pue saruedwo)) paisr] xgd 1L/ASM L 10J sordourg aonoeiq
-1S9g 90UBUIDAOK) 9)e10dI0)) 9} WO uorejudwd[dwl yons Jo UOIBIAIP PuB ‘Q0uBUIdA0F 91e10d109 Jo uoneyuowd[duwr s,Auedwod Y} Jo Ae1s YL, ‘§

229.



SI s1oquidw paeoq s, Auedwo)) ayp 103 Ao1j0d AJISIOAID oy T,

o1y10ads ‘sarorjod ASIoAIp drenuuIo} preoq Ayl seoq (1)

S10)0211(
Jo paeog ay3 Jo saniiqisuodsay pue uonisodwo)) ¢

*S10J0211Ip JY} 03 AjIe[n3al papiaoid oq [[im

suodai Teroueury A[191ienb pue [enuue 9y JO JUSWOOUNOUUR
oy 03 Jouid porrad noxoe[q dY) JNoqe suonEdIoU
juonbasqng ‘suone[n3ar oy) Sune[oIA A[[eIUdpPIode WOl
SI0J021IP 9} PIOAR 0] Sk OS ‘syiodal [eroueulj Aj10)enb pue
[enuue 9y} Jo juswddUNouue Yy} o} Jorid porrad ynoxoeq
oy} pue ‘SI0}0IIP JO PIe0q €70 10} Sojep Suneaur ay Jo
20T ‘0€ T9qQUIDAON UO S1030211p a3 paynou Auedwo) ay ],
‘syr0doa [eroueuly Ap1ejrenb oy Jo juswoounouue oY) 03 Jotid
sAep G| pue suodal [eroueuly [enUUE Oy} JO JUAWAOUNOUUR
oy 03 Jouid sAep (¢ Jo pouad noyoe[q 9y} FuLIp soIeys

s Auedwo)) 9y} open) J0u [[eys SI0}011(] "Surpel ], JOpISu]
Jo uornengoy 03 juswpuswe oy pasoidde Auedwo)

A} JO SIOIPAIP JO PIe0q A} ‘7TZ0T ‘8T 1290100 UO

‘Sururer uoneonpa

JUBAJ[AI YIM SA9A01dwrd mou op1aoid 03 wISAS [euIdIUL
s,Auedwo)) oy} ur pade|d aIe s9[1y [ensIA-oIpne pue sSULALIq
9s1n09 Ay, “SuIpen JopIsul ul 33e3ud 03 UOHBWLIOJUL
pasojosipun yons uisn wolj s19YI0 JudAId 0} SB 0S ‘SI19YI0
07 31 SUISO[ISIP 1O FuIper) JOpIsul ul 93e3ud 0 UOBULIOJUL
pasojosipun Juisn Jo uoniquyold oy} pue ‘uorewIojul
[eLIoYEW JO A)RIIUOPIUOD ) SOPN]OUl JU)U0d Sururer) oy [,
* §98IN09 JueA9[aI ur sjuedionied 9g9 Jo [€101 B Y}Im SINOY
L1°LS 919M 770 10J Surpesy 1opisul Jo uone[n3al Jo sinoy
Sururen uoneonpa [0} A, "€ JoqUIdde( 0}  Arenuef
WO} PAJoNpuod sem SI9A0[dWd [[B PUE SIOOIIJO ‘SI0JOAIIP
JUALINY 10} uonowolid 29 UOIBINPS JUBAJ[AI ‘TZ0T U]
‘3ururen) uoneonpa Iy}

Surmp uoIsIAIp YH £q paduelre oq [[eys sookojdwo mou
103 uonzowod 29 UOHEONPA Y ], "9913J0 SuIye)} JO SYIUOW

€ uryim pasuelre oq [[eys s1oo1jo pajurodde pue s1030011p
Pa199]9 A[mou 10} uorjowold 29 uoreonpa oy, “1edk 1od
90U0 }SBI[ 1B SA2A0[dWD [[e pUL SIIDILJO ‘SI0JOAIIP JUILIND
1o suone[n3al peje[ol pue Sulpel], JopIsuf Jo uonen3oy
uo uonowoid 29 uonEINPS pajoNpuod pue Jurper],

Jopisuf Jo uone[n3ay paysijqeisd sey Auedwo)) ay .

({UOT)EULIOJUT PASO[OSIPUN [)IM SUIpLI} SIOPISUL
jsurede so[nl [eutdiul ysijqeiss Auedwo) ayp sao( (¥)

“UOTJBIAQP IOJ UOSEAI
oy) pue sorueduwro)) pajsIy
XHdL/ASM.L 10 sojdioutig
001}0BIJ-1SOg 9OUBUIOAOL)
orerodio) oY) woy uoneIAd(

uondusag Arewrung

ON

SOX

snye)s uonejuowa[duy

wo)] uoryenjeAq

-30-



JYS19 9Y) JO INOJ }SBI[ J& pUB ‘SI0IIIP AL} Aq pIssassod
1589 1B SI $59ss0d [[eyS $103031Ip JO PIEOQ Y] TRy} SANI[Iqe
Y310 Y3 Jo yoed jey) a1e Ao1]0d AJISIOAIP JOqUISW pIeoq
s,Auedwo)) oy} Jo soAnda(qo juoweFeuewr o1y10ads Y I,

*019 ‘FUnAYIBW [BUONIBUIOUI ‘FUIIUNOJIL [BIOUBUIL)
‘a8parmouy] Ansnpur ‘uorstodp diysioped] Juowddeuewu
ssauIsng Surpn[oul ‘punoidoeq [euorssajord umo

oy Jo SIY sey 1030211p yoey ‘Auedwio)) ay) 10} ‘S1030311p
juspuadopur a1e WAy} JO 9IY) ‘SI0IOAIP U} AI. I ],
"SUoISIOap Aorjod axewr 03 ANIQy -

"pea] 01 ANIQY

-oAnoadsiad joxIewr [eUOEBUI] *

‘Ansnput 9y} Jo o3pajmouy|

JuowddeurW SISLIO 10NPU0d 0} AN[IQY *

“UoONRISIUIWPE JUSWAFBUBW JoONPU0d 03 AN[IQY °
‘sisA[eue [eroueulj pue Surzunodoe wioyiod 01 AIIqQy
‘syjuowSpn[ [euonyerado oxew 01 AIIQY °

:sanIIqe Surmor[of o) ssossod [[eys s1030011p

Jo pIeoq ay) ‘0ouruIdA0S 93e10d100 JO [BOT [BIPI AU} QAJIYIE
0, ‘sennp 1oy wiioyiad 03 A18SS909U 90USLIdAXS pue
‘SIS ‘@3pajmou] Ay} 9ARY [[BYS PIROQq JU[} JO SIdQUIAW [[Y
-2oudnadxd

Ansnpur pue ‘s[[s [euolssajoid ‘(A3ojouyoa) 1o ‘Sunasjrew
‘@oueuly ‘Ansnpul ‘Fununodde ‘mej ©3-9) punoidyoeq
euorssojoid & :S[[IS pue 93pa[mouy| [BUOISSIJOI] T
"2Iny[no pue

‘Kireuoneu ‘age ‘10pudd :sonjea pue syuswainbai oiseq |
:Spaepuess

[e1ouaS om) SuImo[[of dy) ‘03 poyIwI] FUISq INOYIIM ‘OpN[OUT
puB Paje[nULIO} 9q [[eYS SPaau Juawdo[oAdp wId)-3uo] pue
‘sonreu&p Junesado ‘suonerado ssoursnq s,Auedwod ayy
uo paseq As1oAIp uo Aorjod djerrdordde uy -uoneIdpISUOD
0Jul AJISIOAIP Sunye) Aq pauILLIOp 9q [[BYS SI0JOIIP

Jo pIreoq ayj Jo uonisodwod ay 1, ‘spasu [euonerado
[eonoeid pue ‘siopjoyaieys Jofew jo s3urpjoyaieys

o} ‘9[eos SsauUIsNq JO UONBIOPISUOD Ul SIqUIdWL

pieoq jo roqunu deudordde ue Juisooyo Aq pauruLIdIop
9q [[eYs SI030911p JO pieoq s,Auedwio)) oy} Jo 2InONI}s oy I,
SMO[[O] Sk

— NN <t N \O >~

(A18urp1oooe 31 juowordwl pue soA09[qo Juowadeuew

“UOTJBIAQP IOJ UOSEAI
oy) pue sorueduwro)) pajsIy
XHdL/ASM.L 10 sojdioutig
001}0BIJ-1SOg 9OUBUIOAOL)
orerodio) oY) woy uoneIAd(

uondusag Arewrung

ON

SOX

snye)s uonejuowa[duy

wo)] uoryenjeAq

231-



ou sey Jueunodsoe d1qnd pay3Ied oy J, ‘sinoy ururel) pue
9ouo1Idx2 JIpne JO SWLId) Ul SPIepUR)s A} J9oW WL Y} pue
JUBIUNOIOE ) By} PAWIIJUOD SI }1 ‘UON)BULIOJUI JOJBIIPUL
10OV Y1 01 19521 ‘uonippe uf -odouapuadopur Jo sjuswarmbax
Y[} 2JB[OIA J0U OP OS[E JUBJUNOIIE A} JO SIdqUIdW A[IUUR)
JU) puB ‘saseD XB) PUB UONEBIIJIIID 0] SI9F oy J0j 3dooxa
Kuedwo) ayy ypm sdiysuonielal ssauisng pue s3saIul
[BIOUBULJ JOUIO OU SBY JUBIUNOIIR dY) B} PIWLIJUOD SI

1] "sloyeorpur Ajijenb jipne Jo S10JeOIpPUI €] PUB SUOISUSWIP
9Al 9} 0} FuIpI0dOE djeN[BAD OS[B AU} OS[e A9}

“.(SIOV) s101eo1pUr Aj1enb jipne, pue ,9ouspusdopur jo
JuowWle)s,, Ap1aoid 03 syuejunodse drqnd paygnIed Surmbax
0} UONIppe UJ "IB3A YoBd sjuejunodde o1yqnd payiired

oy jo Aypiqenns pue souspuadopur ay) djenjeas Auedwo)

{SIuBUNOddE Jo douspuadopur

- 91} JO SI0}0AIIP JO PILOQ O} PUE 9)TWIWIOD JIphe Y], A oy} arenyead Aprengar Auedwo)) oy sa0( (1)
"9)1sqam s Auedwo))
oy 10 110da1 [enuue Ul PISO[ISIP UOOIS UOIIBN[BAD
douewI0J1d S1010911(] JO pIeOg 0} 19JO1 9SBI[d "901JJO
Ul UOIeNUIIUOD JO UOIBUIWIOU J} PUB SIQqUIAW 99)}IWUWOD
[euonouny IO SI0JOIIP [ENPIAIPUL JO UOTJBISUNUIAL
oU) JOJ 9OUQISJAI © Sk Pasn oq [[Im UONen[eAd douewIojrod
oy} JO SINSAT Y L, "€70T ‘pg ATeniqo,] Uo SI10J991Ip
Jo pieoq oyj 03 payrodar useq dAey pue ¢ Surpueisino,, (S)NSax
[Te oI 991310 SUT)RUILIOU PUL 93)ITUTIOD UOTJBISUNUIAT UOIEN[BAD O} UO J0}OAIIP [ENPIAIPUI UL JO UOTJBUTIIOU
90N IIIIOD JIPNE ‘SISqUIdW PIeoq Y} ‘pIeoq Yy} 10 UOT)OI[d o) ‘UOBIOUNTIAI JO UOIIRUTULINP
Jo sjnsar uonen[eAd souewioj1dd 7z0g YL SI010IIp JO o) 9Skeq pUE ‘SI0J0IIP JO pILOq Y} O} UOT)BN[BAD
pIeoq 9y} 0} uonen[eAd douewLofod Jo synsal ay) sywqns douew10§1ad JO s)nsa1 oy} yruuqgns ‘1eak 1949
pue ‘1eak A19A9 uonenjeAd douewioiod sjonpuod Ajrengal uonenjeAs douewro}iod jonpuod Apre[ndal ‘poyjowr
‘poyrow UOHEN[BAD S}I PUB UOIBN[BAS douBWLI0)Iad pIeoq uoIjen|eAd S} pue Uonen[eAd doueuliopdd preoq
- o3 SutuidA03 suorye[n3as paysijqeis? sey Auedwo) ay ], A oy Sutuidao3 suone[n3ar ysiqeysa Auedwo)) ayp sao( (€)
-ausqam s Auedwo) ay 1o 11odar [enuue ur paso[ISIp {PANIWWO)) }IPNY Y} PUB d9PIUWO))
UOI}93S 29RO Furjeurwiou Jo uonerddo oy 01 19Ja1 UONJBISUNWY Y} 0} UOIPPE Ul SOAYTWIIOD [eUOIjouny
- ased[d -oopruwod Juneurwou dn 19s sey Auedwo)) ay ], A 19130 ysiqeIss Aqrrejunjoa Auedwo)) oy sao( (7)
‘1930U Sk st Auedwo)
oy} JO sIoquIow pIeoq [enplalpul Aq passassod sanIiqe Ay [,
"SIOQUIW pIeoq
[eNPIAIPUI [[& PUE SIO}OAIIP JO pIeoq JuaLmnd s Aueduro)
oY) Aq payoeai st Ao1jod AJISIOAIP JO 9A1302[q0 Juowadeuew
oy I, "JoquIouw pPIeoq [enpIAIpul Aq pessassod a1e sanIiqe
uondusag Arewrung ON | sex

“UOTJBIAQP IOJ UOSEAI
oy) pue sorueduwro)) pajsIy
XHdL/ASM.L 10 sojdioutig
001}0BIJ-1SOg 9OUBUIOAOL)
orerodio) oY) woy uoneIAd(

snye)s uonejuowa[duy

wo)] uoryenjeAq

-32-



JO p1e0q JO Suonnjosal pue saInpaosoid oy ey} paIsIssy ‘¢
‘punoisyoeq 99udLIdxd [euorssejoid pue orwapeoe
,SI0J091IP PUE SONSLID)OBIRYD [eLisnpul s, Auedwod ay) uo
paseq sasInod a3uere pue suejd Sururer) [enuue Sje[NULIOJ
0} SI0}02JIP pue $1030311p Juopuadopur paysIssy (1)
‘ssouIsnq pue doueul s, Aueduwoos ay) puelsiopun

01 A[[enpIAIPUI SJUBIUNOIIE IO JOSIAIANS J1pne [ewIul

oY) YIIM 109w 0} PIPIAU S1030311p Judpuadapur ‘sojdrourad
9o10e1d-159q 90UBUIIA0T 9)e10dI00 9} YIIM 90UBPIOOIE

Ul ‘uoym s3UnW JueA[al SurdueLie ul paIsIssy (€)
"SIOOIJJO PUR SI0JOAIIP

oy} USOM]OQ UOTIBOIUNIIIOD (JOOWS PIUTBIUIBL ‘SI0OQIIP
o) Aq paambai uonjeuriojur Auedwod ay) papiaoid pue
UOTJBULIOJUI JUBAS[QI JO [9AQ] [RIUSPIFUOD ) PAIMIIAY (7)
‘A1ren3ar woy)

parepdn pue ‘ooueuidAod 9ye10diod pue ploly JuswdFeURW
Auedwoo Jurpie3al suorengal pue smef 3soje] oy}

J0 Juowdo[oAdp PUE UOISIAQI SIOJOIIP PIROqUO papIAoid ()
:UOT}BONPA IOY}ING ,SI0J02IIP poSuelre

pue ‘uoneuwojur pairnbai papraoid ‘sonnp 11oy) ururiojrod
Ul SJIOJDIIP PUB SI0JOIIP Judpuadapul paIsIssy *|
:3uImO[[0J St sem ZZ(g 10J sannp Jo oouewrofrad oy,

me|

Jo oouel[dwod ,SI0309IIP S} U QOUR)SISSE ‘SI0J0AIIP oY) Aq
sonnp jo douewrioyrod 1oy parmnbar uonewIojur Jo uorsiAold
‘$1030011p 9} JO UOKEONPS SUIMUNRUOS pue SuIPIEOqUO

Ul 90UB)SISSE ‘s3UnoaW SIOP[OYAIRYS pue STUI0aW
S10J02J1p JO pJeoq oy} Jo synuiw jo uonesedard ‘me|

s douerdwod ur s3ureswl SIOP[OYIeYS pue sFunodW
SI10)031Ip JO pIeoq 0) Surjeal SI9)jew Jo SuIfpuey apnjoul
SOIINp urew 9y [, "SiIejje 90urUIdA0S 91e10d109 JO 9318

Ul 9q 0} J901}JO J0UBUIOA0T 93e10d109 Joryo © pojurodde

Sey ‘S103011p JO pIeoq oy} Aq paaoidde ‘Auedwo) ay 7,

((sSuneaw s1opjoyareys pue s3uroow
pIeoq jo saynuru Suronpoid pue ‘smef 0) FurpIoode
sSunesw sI9p[oYaIeys pue sSuredW preoq o) Sune[or
s1opew Surjpuey ‘@ouerdwoo [e3o] yym siosiazadns
pue $1030011p FunsIsse ‘s1osiazadns pue $1030211p Aq
papuewop eiep Surpiaoid 03 pojywi] jou Ingq Juipnjour)
‘SITeJJe 90UuBUIOA0T 91e10d100 JO 93IRYD UI 9q 0} IOJ1JJO
ooueuIaA03 93e10d100 Joryo © jutodde pue suorjesryijenb
orenrdoidde yypm [ouuosiod ooueurorod dye1o0diod

Jo Joqunu ojenbape ue aaey Auedwo)) 3y} se0(q §

"SjuBIUNOOIE A} JO AI[IqeIns pue dsouspuadopur

91} JO UOT)BN[BAD I} UO UOTINJOSAI 3} JO £70T ‘pg ATeniqo,q
uo $1030011(J JO pieog ay} £q paaoidde pue 0} popruqns
1M ‘€70T ‘€T ATeniqa] uo dopnIuuo)) Ipny Yy £Aq
pasoidde 10)e ‘s)ynsal uonen[eAd oy ] ‘sieak om} ised oy
ur dapruwo)) Areurjdiosiq vdD ayi Aq sp1ooax Areurjdiosip

“UOTJBIAQP IOJ UOSEAI
oy) pue sorueduwro)) pajsIy
XHdL/ASM.L 10 sojdioutig
001}0BIJ-1SOg 9OUBUIOAOL)
orerodio) oY) woy uoneIAd(

uondusag Arewrung

ON

SOX

snye)s uonejuowa[duy

wo)] uoryenjeAq

-33-



"7 9)0U 0} 19J01 9sed[ " S1omod

JO 9s1010X9 s,pIe0q oY) pue saruedwod paysiy HSM.L Aq
SI0J09IIp JO PILOq JO JUSWIYSI[qEISO O} )M douel[duIod 10§
suonoaIIp uoneiddQ,, JO sUAWAIINDAI oY) [IIm d0UBPIOIR
ur pauelre st SurureI) [RUOISS9JOI uolen)Is Sururer],
"UOT}O9[ JOJODIIP IO UOT)LIOdIOOUT JO SO[OTIE POSIADI

o) ur s19)ewr oSueyd JO UONENSISOI PI[PULY puE ‘SOUI[PEIp
A10)N18)S QU UTYIIM SOINUIW SUNIW YOOqpueY ‘SOd10U
Sunoeow paredord ‘mey oY} M 90UBPIOIOE UT dOUBAPE

ur 3urjoow SIOP[OYAIRYS ) JO 18P oY) PAIAISISAY ‘1
‘sguneaw oY) Joye sAep 07 UM STunoow

SI0}0IIp JO PIeoq dY} JO seynuIw ay) pajo[dwos pue
‘9ouBApE UI SWOY BPUSE Y} UI JSAIAIUL JO JOI[JUOD © SI 910}
J1 9SNO2I 0} SI0JOAIIP POPUIIAI ‘s[erIdjewr Sunoswr popraoid
pue 3unosw B poudAU0d ‘FUIloowW Ay} 910Joq SABP USADS
SI0}03IIP JO PIe0q 10J BpUdSe d) JO SI0J0IIP PIUWLIOJU] “¢
"s103soAUl Jo A)1[enba uorjeurLIoyur

uomnoesULI) Y} J0 UOTJEWLIOJUT [RIIS)ET 9} JO JUOJUO0D

o) JO SSUIOALI0D pue AN[eSI] AY) PAINSUS pue ‘SFunesu
1) JoJJe SI0JIQIIP JO PIBOQ A} JO SUONINOSAI JuelIoduur

UO UOTJEULIOJUT [RIIS)ET JO 9SBATAI o) Pas[oay) (€)

‘SME[ 9} JO UOTJB[OTA UT UOTIN]OSAI

B OBUW [[IM SIOJOAIIP JO PIL0q 9Y) USyM SuUonsofdns opewr
pUE ‘SI0}02IIp JO pIeOq Y} JO UOHN[OSAI [BULIO] B Suryewr
Jo sonnp Jurwuioyiod usym pamo[[oj 9q o3 suone[n3ar

pue SME[ Y} JO SI0JAIIP O} PIPUILIAI PUL PAISISSY ()
‘sojdrourid oonoeid-1soq doueUIOA0T

91e10d100 pUB Sme] JUBAS[AI YIIm douel[dUod Ul d1oMm
sSunoour $10J0011p JO pIeoq pue SSUTOSW SIOP[OYIILYS
s,Aueduwrod 9y} Jo SurUAAUO09 9y IdyjayYM pawiyuo)) (1)
:sme] yam oouerdwod

UT 0J10M SSUTIOSW SIOPJOYAIRYS puL SSUTJOOW SI0JOAIIP

"UOIIBIAJD JOJ UOSBAX
oy pue sawedwo)) pasry
xdd L/ASM.L 10§ sadroutig
9d113eIJ-1S9¢ 9IUBUIOAOD)
dresodio) y) woxg uoneIA(Q

uonduoseg Arewrung

ON

SX

snje)s uoneuowaduy

wo)] uolen[eAy

-34-



WAISAS a1eJjom 9y} y3noay) soakojdwo yaim jsniy fenynuu
Jo diysuorie[ar poos e SoUSI[qe)se pue oy SpIEpuelS
loqeT jo suoisiaoid oy} yiim 9oueploooe ul saakojdus jo
s3s910)ul pue sjy3L yewnI39] oy s309301d Auedwo) ayy, °g
"S10J0211p JO pIeoq 9y} Aq pasoidde sem yorym SI0309I1p
10J oouensur Apiqer] ayp paseyoind sey Auedwo)) oy,
*opeA? 03 paxmbaz
ST JOJOIIP AY) ‘SI10393Ip A Ul ae)s © sey [esodoid oy J1 “¢
‘SME[ ) JO
syuawaIINbaI oy} Joul [[e pue UOHIPUOD POOT UI SI0JOIIP
JO paeoq ay} papuane Aueduio)) oy Jo s1030911p Y[, °C
o
Kue je 0] uonuape Aed pInNOYs SI0303IIp Jey} suone[n3al

((s10s1A10dNS

pue s1030011p I0J doueInsul Ayiqer] Surseyoind

pue ‘sarorjod Suone[aI JwoIsnd Jo uoreyuswadur

o) ‘SoInseau UOIen|eA? YSLI pue sarorjod juswoSeuew
3[S1I Jo uonejuswaduwt oy ‘sprooar Sururer)  siosiazedns
pue ,SI0}0211p ‘SIOPTOYaNe)s Jo SIS ‘suoneror rorjddns
‘SUOIR[Q1 10JSOAUL ‘SSAU[[m doK0[dwd ‘s)y3ur ookojdwo
0} pajiwiI] jou ng urpnjour) sad130eld 0UBUIIA0T
Jre10d109 s, Auedwo)) oy} Jo Surpue)siopun 10)39q

- JuBAQ[aI uo uoneuliojul sapraoid Auedwo) oy [, | A © 0)Je)I[10B] 0} UonjewWIOfuI jue)iodwl JOYI0 AUe 910y} ST ']
(Pul[pesap
“QuI[peap paqudsald ayy 210§0q pay1oads o 210§0q Yuowr yoes 10y snyeys Junerodo
qjuowr yoes Jo snyejs urerodo oy} Se [[om Se SJUSWIe)s SII Se [[om Se s1a)renb paiy) pue puooss siiy Ay 10y
[eroueuyy Aj19)1enb pajrodor pue paounouue pue ‘I1eak [eosly syrodoau [eroueuyy sj1 j1odos pue ysijqnd pue ‘1eak (8Os
oy} JO PUD AU} JOYB SYIUOW OM] UIIIM SJUIWJEIS [eIOUBULJ ® JO PUO A} JOYE SYIUOW oM} unyim odas reroueuly
- [enuue gz oy payiodal pue paounouue Auedwo)) oy, A enuue sy y1odar pue ysijqnd Auedwo) ayp seoq (€)
‘sjuowaIinbar £101n3BIS OY) YIm 90UBPIOIJE UL W)SAS jsod ((S90U219JU0D 10JSIAUL TUIISBIqOM
UONBAIISQO 13JRW JB SOIUIQJUOD JOJSIAUL [BUOIIMIIISUI O} ‘waIsAs uewsayods e Funuowd[dwi ‘9Iso[osIp pue
pue Auedwo)) ay) JNOQe UOHBULIOJUI ISO[ISIP 0} [duuosiod uonod[[0d uonewoyul dfpuey 03 9jdoad pajeusisop
Po1BUSISIP PUL UOHEIIUNWIIOD [BUIIXD JOJ Uewsayods Sunurodde ‘asqom ystSuyg ue uiping "3-9) sjouueyo
- B sey pue ‘0Jisqom ysijduy ue dn jos sey Auedwo)) oy, A 2InSO[OSIP UOIBWLIONUI Joy)0 dAaeYy Auedwo) ay seoq ()
“wo)sAs 150d UONBAIISQO 193IBW I} YFNOIY) UOIBULIOJUL
[edrew s Aueduio)) oy} SS9I98 OS[B UBD SI0JSIAU] {UOTIRWLIOJUT QOURUIIAOT
-ousqam s Auedwio)) ay) U0 PISO[OSIP USQ Sy UOHBWLIOJUL 91e10d109 pUE ‘ssaulsng ‘[RIOUBUL} Y} OSO[ISIP
- 90URUIAA0S 91810d100 pUB SSAUISNq ‘[RIOUBULY Y, A 0} 9ysqam 9jer0diod e aaey Auedwo) ayy seoq (1)
2INSO[ISI(] UOnBULIOJU] “/
‘SITeJje JOP[OYdIeyS U} [edp 0} Aouddy JoJsuel], ({SITejJe JOp[OYIeys Y}m [eap 0} Aoudge 19jsuel)
- yuegq [erosowwo)) isnneury) syurodde Auedwo) ay 1, A Jopjoyareys [euoissojoid e yurodde Auedwo) oy 90 ‘9
"UOIBOTUNUWILIOD JAI}OYY (soniqisuodsar
pue uado 103 xoq[reur sIy} Y3noIy) pa[ouuRyd ¢ ULD [e100s 91810d109 JO SWLId) Ul 0] 918D AJ])
sanIIqIsuodsalr [eroos 91e10d109 JO SINSST FUIPIe3I 9910A SoNSSI 9y [[e [puey se [[om sk ‘(s1oriddns pue s0Lo1dwo
10 ‘uonsagsns ‘uorysonb Auy J0BIUOO PUB UOHEIITUNUIWIOD ‘sIop[OYaJeys 0} pajIWI] J0U Jnq SuIpnjoul) sI9p[oyaye)s
JOP[OYaeIS JOJ [IBWD PAIBIIPIP B YIIM )ISqom J10J 911SqaM S}1 UO UOI303S PajeusIsap e p[ing pue
- Ino uo uor3o9s Jopjoyayess e dn 39s sey Auedwo) ay ], A [oUUEBYD UONEIIUNWIWO € YSI[qeIsd Auedwo)) ay) seo(] °§
uonduossg Arewrung ON | SoA

"UOIJBIAQP IOJ UOSEAI
oy pue sawedwo)) pasry
XqdL/ASM.L 10 sojdioutig
9011081 J-1S9g 9OUBUIIAOLD)
ojerodio) oy} woyy uoneIAdg

snje)s uoneuswaduwy

wo)] uolen[eAy

-35-



-Knqiqisuodsai [eroos dyerodiod Junuowdrdwr pue ‘Aoudredsuen; uonewojur Jurroidwr QINIONIS
paeoq o3 SuruayiSuans dooyy 01 suepd Auedwo) Y[, 2,07 03 %9 YI0q I8 SUONBN[BAD 90UBUIIA0S 1e10dI0d 7707 PUe 1707 SAuedwo) ay) Jo Sunjuel uonenjeAd ayJ,

‘swayl Suraoidwi-uou uo samseaw pue swoy Suraoidwr Kyord
1811} oY) PUB ‘TS M L JO I91Ud0 00uruIdA03 91810d009 Aq paounouue UOHEN[BAD 9OUBUIIA0S 9)e1od009 JO JINSAI 3y} 0) SUIPIOIE SNJe)S JuowdA0IdWI aYf) 9qLIOSIP 9seI[] "6

‘sgururen) [euoneonpa pojodwod
pue ‘saA1] ;soakordwo jo Ajiqess oyy Surouequo

uonduosag Arewrung oN | sex
“UOTJBIAQP IOJ UOSELAI
oy pue saruedwo)) pajsI
XddI/ASM.L 10} sopdiourig snyeis uonejuawoduy e uoneEneAd

0011081 J-1S9¢ SOUBUIIAOD)
9e10d10)) 9y WOy uoneIAdd

-36-




juowdeueu
¢ IZ/el/ecoe SISLIO pUe JuswoFeuel yS1I sSauIsnq as1aadns s10s1A10dNS pue SI0100IIP PINOYS MOH SIMLSUL SoIMAA % SIBLNSSS
JUSUIUOIIAUD OTWOpIdo oY) pue spuas} DSH
¢ 0z/et/eeoe Jo aanoadsiad oy woj suornjos A30[0UYd9) Xe) PuB 2OULUIIA0S X 91e10d109 Inoqe Juy[e], SIMLSUL SoIMAA % SIBLNSS
€ $1/01/220C 90UQIOJUO)) UOT)OWOIJ SUIP.I], JSPISU] JO UONUIAL 7707 | 9Imnsul saimn 29 SonLInoag
15 L0/L0/220T sureyoyo0[g Aoua1no0ydA1) pue 9sI10ABIIIA JO Juatido[oAd( 2ImnJ oYL | Insul seImnj 29 SoNINIAS
SINOY Sururel], oJe(] 9sIn0) 9sIn0) uoneziuesiQ
I901JJO 90UBWIOA0S d1e10d100 JO FuIuIes) [BUOISSAJOI] (7 AON
A A A A A A A JI_IN ed-uny) ‘0
A A A A A A J[eIN Suey)-neAy ‘resy,
A A A A A A A SleIN uax-nyq ‘uay)
A A A A A A olewa SuryH-nysg ‘IN
A A A A A A IeIN 3ue,J-3ung ‘Suenpy
A A A A A A A JleIN nx-gueny ‘usx
A A A A A A A A SeIN U T-0d “YoX
A A A A A A A A JleIN SuloH-ueN ‘Yoz
A A A A A A A A Jl_IN Suor-ony ‘wroy)
A A A A A A A A SleIN udIyD-ung ‘niy)
sisA[eue
uoneISIUIWPE | [BIOUBUL} PUB syuow3pn[
SUOTSTOoP oAnoadsiad juowoSeuews | juswoSeurwr Sununoooe [euonerodo | 19puen SI0Y0QII(]
Korjod oyew josIew Ansnpur o) | SISLIO JONPUOd JONpuod wojad oyew
0} AN[IQV | Pea 03 KYIqV | [RUOLRUISU] | JO 93PI[MOuy 0} ANpqV 0} ANy 0} ANNqV 0} ANy

Auedwo)) 9y JO SIOQUIAW pIeoq [eNPIAIPUT Aq passassod sanIfiqe oy T, : [9ION

1
o~
w



"0 :ST89K 0M) TSI UT SJEBI[IJE $I1 10 Auedurod 9y 0} SIJIAIIS IS0 pue Jununodoe ‘[eroueury ‘e39[ ‘ssaursng Jurpraoid 10J PAAISOAT UOHLIQUNTULI JO Junowre L, ()
‘ouou :Auedwod ayy 03 diysuoneas oiyroads ym Auedwod e Jo 9oKo[dwd ue 10 10s1A1ddNS B “10J001IP B St $9AI0s uostad ayy 1oyeym (€)
¢ :99139p puooas Y UM saAne[2I 10 ‘osnods s uostad ayy ‘uosiod oy Aq uonzodoad pue sroquinu Juipjoyareys Y[, (7)

‘ouou
:sorvedwoo pajeriyye s 10 Auedwod ay) Jo 99 A0[dwd 10 ‘S10S1AIIANS ‘SI0JOIIP SB QAIIS 99I39p PU0dIs ) UIYIIM SAANJR[AI 10 ‘Osnods s uosiad ayp ‘uosiad ayp 1oy (1) : 9ON
s1eak /7 :90uanadxa Junyiom . (12quiou)
0 AJeue [erouBUly pUE SUNUNOOOE JUSWISTEUB SSOUISD ed-ungO 01 e
SISAJeue [el gp & ¥ Isng Juapuadopuy
0 9)0U JO JUSWIdIE}S 0} 10JOI SB[ S1234 O :20USLIAAXD BUDHOM ud X -0, ‘Uay) CMMMMMHN
Suruueld o1307ens Quowadeuew ssouisng Juspusdapuy
s1eaf 4 :90uaLIddxa Suryio (10u2AU0D)
0 3 44 o d .&w M SueyD-nek |, ‘resy, 1030211(J
JudWdSeURW SISLID ‘UOISS9JoId [e39] Juspuadapu
10)0211p oweN / opLL
juopuadopur
Ue SE SUIAISS snme)q juopuadopu douarrodxa pue suonesryifenb [RUOISSITOL,
Apuonmouoo S Jusp PUl ! p NedYIend [eUOIssojoId
soruedwod o1qnd
J9Y10 JO JoqunN BLIAIID)

99)IWIIO)) UONJRISUNUIY A} JO PUNOIINOeY SIOqUIDN [ 'S

;20 IWWIO)) UoIjRIdUNWY JO uonedd() pue punoidyoeq SIOQUIIN ‘G

-38-



*90)TWIUIO) UOTIBISUNTIDT

"99)IWIWIOD
oy} JO SIdqUUOW

"SI901J0 (4414

9} JO S)[NSAI UONIN[OSIT ) SB PISSII0IJ 1€ £q paaoiddy | 10J snuoq pud-1edk 7z0g 2roxddy | ‘97 ‘190
‘syjuousnlpe Arees SID1J0 7707 ‘€
‘sjuswsn(pe Arefes  SI901JO
120 Jo uoneoyner judnbasqng 'z
"20IWIOD ‘uonesuadwod
99RO uoneIounTIax 9y} JO s1oquIatI .SIQOIJJO pPUB UOIIBIOUNUIDL 20T
9} JO S}[NSa1 UONNJOSAL Y] Se Passadold I1e Aq paaoaddy ST01JIIP [Z0T JO uonnqinsi(y | ‘91 TR
SORILILIO) HOLBIoUNIY S)[NSAI UOIINJOSY sresodoad o juaiuo) e
a1} JO SAJIAPE Y} 0) uonde s Auedwo)) Ay,

100 IWIWO)) UONJBIUNWAY ) JO SOIIAPE a3 0} uonde s Auedwo) ay) pue “@3PIWUIO)) UOHBIOUNWIY O} JO SINSAI UOHN[OSAT pue W) UOISSNISIP Y], ¢

QUON] :PasO[osIp 9q pinoys suorurdo s, Joquiatl oy} 0) UoNoe pue ‘s1oquidl [[e jo suorurdo ‘sjesodoid Jo Judju0o

‘porrad ‘oyep Sunoow Ay ‘IOqUISW AUB AqQ SJUSWIEIS UINLIM IO SPIOJAI YIM PIAIISAI IO P30[qO 9I0M 99)IWIWIO)) UOIIBIOUNWY O} JO SUONN][OSAI J] *7
QUON] :PASO[OSIP 9q P[NOYS IPIWWO)) UOIILIOUNWY A} JO SOOIAPE Y} 0} uonoe s Auedwo)) ay) pue ‘Uonn[osal Jurosw

‘sresodoid jo juouod ‘porrad ‘@ep Sunsow Ay ‘S1030211(J JO pieog oy} £q payjrpowt 10 pajdope J0u Sem SOPIWWO)) UOBIUNIIY Y} JO AJIAPE J] °|

:S9INSOTOSIP IOYIO

%001 0 (4 eg-uny) ‘o JoquIdIN
%001 0 C us A-nyq ‘uay) IOqUIS]N
%001 0 C Suey)-nek ] ‘res]. IOUQAUO))
Syrewoy (%) Kxo01q Aq uosiod ur — opLL
0Jey SOUBPUSNY | 90UBPUSNY | SouepuMNY

:SMOTJOJ SE SI SIOQUISUI JO SNJBIS SOUBPUINY "ZZ0T Ul SOWN 7 SSUIOoW P[oY 99)IWUIO ) UOHRISUNWY Y[,
$207 ‘g 1sn3ny 01 1707 ‘6 ISNSNY :991JJ0 JO W} S JOqUISW JUdLIND) '

"00NIWIWO) UOIBIdUNWAY Y} JO SIOqUIdW € I I ‘|
SNJBIS 9OPIWWO)) UONBIUNWY Jo uonerddQ 'z°g

-39-



sisA[eue

%001 0 z [eroueuly pue SunuNoddL ed-uny) ‘o1 JOqUIS]A
9uowageurwl ssauIsng

%001 0 Z JusBEUE SueyD-nekJ ‘resy JOquISA]
SISLIO ‘uoIssojoid [e3o] :

0 sutuue[d d15ens uo A -0, ‘ud IOUOAUO

7001 0 4 ‘uowogeULW SSoUISNEg A HRHD S

(%) 12y £xo01q Aq uosIoq ut sousrradxa pue - -
oouBpUINY ooUBpUINY oouRpUINY suorjeolyifenb [euoissajoig N WL

:SMO[[0] SB oI SIOqUIdUI JO SNJE)s QdUBPUIE pue “9oudLIdadxo pue suonedijijenb [BU0ISS9J0Id “7Z(7 Ul SaWN) 7 SSUOdW Py 99)ItIwo)) SUJeUItuoN Y [,

$207 ‘8 1sN3ny 0} 1707 ‘6 ISNSNY :991JJ0 JO W) S JOqUIAW JUSLINY) *¢
"90PIWWO)) SUNBUIWON] 9} JO SIOqUIAW ¢ I8 I ], 7

"SOAIINIIXD JOTUAS PUB S1030IIP JO sue[d uoIssaoons ay 103 sweadord siseq Jen3ax e uo IUIMIAI pue Surysijqesy (§)
90N IWILIOD OB pue

‘103021IP [OBd ‘pIe0q ) JO dduBUWLIONAd o) SUnen[eAd pue ‘QIPIUWOD OB puB pIeoq 2y Jo 2Imonis [euoneziuedio ay) urdojoadp pue urysiqesy (7)
"SPIEPUER)S [ONS UO PISB( SI0JOAIIP I0J SAILPIPULD SUNBRUIWIOU PUR ‘SUIMIIAI ‘FUIpUL} puB

‘preOoq ) JO SIDqUIAW JO 939 ‘IOPUS ‘DoUdLIAAXD ‘S[[IS ‘@s11adXd Y} SULIDAOD PUNOIZN IR PILJISIOAIP B pue doudpuddaopur Jo sprepuess ay) Surdoaaa( (1)

:SMO[[0] SB oIB QPIWUIOd JuneUIWiou 3y} JO sannp Jofew ayJ,

"20PIWWOd Y} Aq paImbai sanifiqe [euorssajoid oy 100w YoIyMm JO [V "SISA[BUE [BIOURUL} pUE SUNUNOIOE
pue JuowoFeuBW SSAUISNQ JO SANI[IE Y} SeY ‘Bd-uny)) ‘07 ‘1030211p Juspuadopur oy ], Juowogeurw SISLID pue uoIssajoid [e3a] Jo SanI[Iqe Ay} sey
‘BueyD-nek 1, ‘res ], ‘1030011p juspuadopur oy [, ‘Suruued 01391ens pue JUdWOFLULW SSAUISN] JO SANIIQE AU} SBY ‘Ud A -1 ‘UIYD ‘Funjoduw 9y JO UBULILBYD
PUB JOUIAUOD Y ], *SI030211p Judpuadopur 991y} Jo pasodwiod ST 9RO Y ], "3RI Y} JO SUINeW-UOISIOOP pue uonesado ay) 0} 9Inqriuod
01 9[qeded aIe pue ‘QJoyMm B Se SIsA[eue [eroueul} pue Sununodoe ‘uruueld o13ajens Juawodeuew ssauisng ul saniiqedes euoissojoid Surssassod

Q1B JOQUUOW 99)}IUIIOD UOTJBUIWIOU Y} JO UOIII[IS dY) J0J suonedyjijenb oy "¢1(g 1090300 Ul dopIwwo)) JuneurwioN & paysijqeiss Auedwo) ayJ, '|

o)) suneurwoN Jo uonerddo 9

-40-



suono9(qo 10 suonsa33ns Aue 9ABY SIOQUISW J9NIUIO)) UOHBUIWON ON 910N

"90P IO UIRUIWIOU AU} 2P0 *SOONIWILLOD [BUOIJOUN) PUB SIOIIIP
JO 3INSAI UOIIN[OSAI Y} SB PISSII0IJ 9 JO s1oquId [[& Aq paroiddy Jo pieoq a3 Jo uonenyead ddueuniojrod gz 1onpuo) ‘| 720T ‘9T 10
990D FUNBUIWLIOU oY) "IN "S)INSAI UOIIBN[BAD
JO S)[NSa1 UONN[0SAI AY) SB PISSII0I] 9} JO s1oquId [[e Aq paroiddy 90UBULIOIdd $991TWOD [BUONOUNJ pue pIeoq [20T 1 7207 ‘91 TN
9N IWIwI0d
Surjeurwiou Ay} JO SUONN[OSAI S)[NSAI UONN[OSIY sresodoud jo juoyuo)) aeq
oy 03 uonode s Auedwo)) ay [,

:99pIwIo)) SURUTWON] Y} JO SINSAI UOIIN[OSI PUB SWOII UOISSNISIP Y [, 't

4]-



[eIusWuOIAUY pue Ao1[0d A31ouqg
uoa1n) gunuawodwi () ‘Ayagajur jo juaids ayy
pue s[eo3 a[qeureisns o3 uLdype (1) :A39eNS

juowdojaAap aarsuayardwod DSy s,Auedwod
9y} SuIUIJaI pue ‘SJUIUNIWWOD Pue S[eO3

urewt xIs 1o Jurysijdwosde spremoy APuagip
JI0M 0} ANUNUOD [[IM A\ JUdWASeURW
A3aur yo uoneuowddwr pue uonowold

() ‘yuowoeurw YsiI Jo uoneuowadu

pue uonowolid (%) ‘s3o09foxd (QIDL)

2INSO[ISIP [BIOUBULJ PJB[OI-2JBWI[D JO SIIBIS
() ‘uoneoIUNWIIOD JOP[OY LIS JO sniess (7)
‘uwoneruswo[dwr Ajiqisuodsal [eroos o3e10d109
Jo ssauaAnddpge 2y (1) Surpnpour ‘zzg 1290300
ur p1eoq 9y} 0} payiodar arom sordoy oAL

"Jeok & 90UO JSBI[ JB PIe0q Y}

01 ssax3oid a3 Sunzodar o[Iym ‘a1ed [RIO0S pue
$90IN0SAI uetny ‘A[IQISUOdSII [BJUSWUOIIAUD

‘uonjeaouul (Y ‘90ULUIdA0S je10dI0d St yons

sordo} DS A9y snouea Surjoword usdq sey Juotsiazodns

N ‘L66] QIUIS SIOQUIdW IO HSH ) SB S,pI0Q A} JOPUN JNIIXI 0} JUSWZ UL

Sura1as Juowniredop yoeo woiy soAneIudsador JOTUOS PIZLIOWINE pIeoq ) sey pue ‘quowdo[oAdp

YIM O1JJO SIUSPISAIJ Y JIopun paysijqeisd 4 a1qeureisns gjowold 03 syun (own-jed) swn

SIIQUQ)) DHSH YL, "90UBUIOA0S JO [9A9] ISAYSIY -1y dn 305 pue juswdo[aaap d[qeureisns ajowoid 0y

- 9 Sk SI030011(T JO pIeoq dys sey Auedwod oy, 2INJONI)S QOUBUIIAOS B PAYSI[qeIso Auedwod oy} sey [
suoseay pue  saruedwo) Arewung oN | S0
PASIT-XAdL/AS ML 10J sodroutig W) JUSUISSISSY

sonoe1d 159g 1uswdo[ord(g
o[qeuresng, ayj WoIJ UOTIBIAS(]

snje}s uonejuswaduy

SUOSBIY
pue soruedwio)) paIsrT XAJLL/ASAAL 10J sI[drourig 3ondead 3sog Judwdo[oAd( d[qeure)sng Woaj UuoneIAd( pue ‘snjels ‘yuawrdo[oAd(q d[qeure)sng jo uonowoa ‘/

40



ot} p239[dwod uonIppe Ul pue ‘UONEBIIJLIdA
SWOISAS JUSWATRURIN [BIUSWUOIIAU]
100%710SI passed Auedwoo oy ‘900 uf

oY} UO PIse( SWIAISAS JUSIAFRULL [BJUSWIUOIIAUD
1odoad ystjqeise Auedwo)) ay3 soo( (1)

SONSST [ejusiuodIAUY  “¢

‘Kuedwos oy

Jo juswdojoaap pue uonerado ojqeure;sns oy}
Joj uonepunoyj ayj Suike] pue ‘ssausannodwod
Suroueyus ‘sisa1ojul pue SIYILI SIOP[OYAIRYS
Surpaen3ajes £Aqaiay) ‘[01U0d ISII JO [2OT

O} OAJIYOE pUB ‘QIUDI[ISI OIAISAS dA0xdwuT
QuaweSeurw YSLI UAYISULLS 0) SAINSEOW
oAnuaAa1d op pue sysu [enjusjod JojruoW

0} paxibai axe Loy ‘1oyan, ‘senijiqisuodsar
pue senLIoyIne Iy} 0 SUIpI0dde

osudIojua oy Jo Juawdo[9Adp S[qeureIsns

Jo uoneado oy} J09Je Aew ey} SYSUI

JUBAQ[I Ay} AJIIUap! A[Iea[o prnoys sjuauredop
IV “Yed 90Ud0§ UBMIE ], WIdYINOS pue
‘Iyze( Ul S901JJO INO SIPNJOUT OS[B INSO[ISIP
3[SLI [BIO0S PUB JIUIOU093 JO 9d0ds oy} o[Iym
‘suonerodo nyouISH AJUO SISA0 JINSO[ISIP JSLI
[EIUSWIUOIIAUD O} ‘SBAIE YSLI J21Y} 9y} Suowry
-90e} Aew suonerado s Auedwod oy 1y} SYSUI
[EIUSWUOIIAUD PUE [BIO0S “OIUOU0ID [BUIIXD
pUE [BUIIUT O} S[OIIUOD PUE ‘S[eOT SSuIsnq
o[qeureISns surejuIBl ‘SUOIBII[qO OUBUIIAOT

91e10d109 syuswo[dwr Auedwoo ay T,

(sa1391e18 10 sarorjod Juswadeurw YSII JUBAJ[I
orenuio} pue ‘Arpenajewr jo ordourid oy yrm
oouep10d9e Ul suonerado Auedwod 03 paje[al sanssI
20UBUISA0S 91810dI00 pUE ‘[B100S ‘[BJUSWIUOIIAUD

UO SJUSWISSISSe ISLI 1onpuod Auedwod oy sa0q

9rdoad jo sureay ayp Suruaem

(9) ‘PlI0M JUSIUSAUOD pUE YOLL B P[AIL 0} (U9
oAneaouut () ‘Aienb pue ao1a19s ‘diysioured
(1) ‘ooejdyzom ojes pue Juowdo[oAp

juare) [qeureisns (¢) ‘Ayjiqisuodsay

-43-



110da1 DQH S JBaK JualInd oy ul paysiqnd

9q [[14 U9 SAINSBIULIOIUNOD PUE SINSAT
JUOWISSASSE JUBA[OY "0} papuodsar Apyomb pue
PO[0NU0D ‘palojiuoW A[9A1}I}J9 9q Ued a3ueyo
oyewur[d Jo sjoedwr snoLreaA et os ‘O3ueyd
9JBWI[O 0} ONP SAINSLAULIAIUNOD Juowoduur

pue 9je[nuLIo} 03 suonerado ssaursng s,y
uo a3ueyod aewi]d Jo 1oedwr g[qissod ay}
ourwexa KjoArsuayarduwos pue ‘a3ueyd ojewI[o
Aq moqe y3noiq sanunioddo pue sysut
renuajod a3 AJuapl 03 sjromaweyy (q4DL)

L SAINSOTISI(] [BIOUBUL PIJR[Y-)BWI[)) UO
9010, Y[Se ], oY} UI S}o31e) puk SIOJBIIPUL SE [[oMm
se ‘quowageurw NSLI ‘A39JeNS ‘90UBUISA0S JO
SJUQWITA 910D INOJ Y} 03 SI9Ja1 Auedwod oy ],

(s1oedur

Paje[aI 93uByd AjeWId 0) Puodsar 0} saInseaw
USI[qeIS? 31 S00(J ¢ sontumioddo pajefor ajenfeas
pue suonesado armny pue Juasaid uo o3ueyd jewWI[O
Jo joedunr ay3 so3tuowr Auedwo)) ay s20( (€)

“JUSWUOIIAUD

a3 uo joedur o) 9onpaI 03 spnpord
Iomod-mor Jo A1o1eA © dO[2Adp 01 029y

Ul SJS9AUL A[snonunuod os[e Auedwo)) ay [,
‘sue[d jusworordwl snonuruod

pue ‘Sururen pue uoneonps jo uonowoxd
‘uonyuaraxd uonnyjod Surusayiduons ‘uonezinn
JAT}09JJ9 JAQIYOIE 0} JUSWOFBUBIL 2JINOSAT
JATIOR ‘SUOTJRINGI PUB SME] [EJUSUWIUOIIAUD
ym oouerdwos Jurpnjour ‘sarorjod

A310U0 puE [RIUSWUOIAUS sey Auedwo)) 9y T,

(JUSUWIUOIIAUD
oy} uo joedwr MO[ & 9ARY IRy} S[eLIdeW
9]qQBMOUDI SN PUB AJJUIIONJO QIOW SIIINOSAI

[T 9z11n 03 J0AIpUL Auedwo)) ayy sao( (7)

"A)I[IqeuIe)Sns [BJUSWUOIIAUD JO

UONBZI[eAI oY) pUE ‘JUdWOTRUBW [BJUSWIUOIIAUD
Jo uonezrudlsAs o ypoq Surysiyduoooe
SpPJeMO} [oJewl 0 ANUNUOD IA 00T

1990150 Ul UONBOLISA UOISIASL GTOT- 100 [OSI

(SALNSNPUL S)1 JO SOIISLIdJORIRYD

-44-



Jo sopdiounid o1seq pue juuds oy Smo[joj pue
‘soako1dwa Jo sjse1oiul pue sjY3LI AjeWNII|
oy s109301d ‘woneoo| yoes ur suonenIal

pue sme[ paje[aI-10qe] Aq sopiqe Auedwo)) ay [,

sarorjod juowageuewr Jueas]al 3dope 31 S0 (SIYSTY
uewny Jo [[Ig [BUONRUIU] S} pPue suone[n3ol pue
sme] jueas[al yum Adwoo Auedwo) oy seo (1)

SONSS] [B100S

“K1oA1309dsa1

‘TT0T pue [Z(T Ul Su0} dLoW /8¢ pue

6°L€ sem paonpoid 9)sem [ernsnpur [e303 oYL
"TT0T pue 17T ul “Ajeanoadsar

‘SIAN] 98°TH PUB $9°()G Sem d3esn Iaje
YO

[euIalul SeD) asnoyualn) 12d ‘AjoAr3oadsal
‘7207 PUB [Z0Z Ul pojeIoudd 219m SUO)

OLIAW §8°791°9T PUB SUO) OLISW [T [T6HT
‘K[oAnoadsal

paAes d10m AJIOLIOD[A JO YA UOI[IW Z]°T
pue YA\ UOHIW 88" “TTOT PU® 1T0T Ul
"9SNal 10§ IdjeMmUIRI SUI[OAD0I pUuB

‘Sunysi Q471 Jo uoneziun 191ea13 9y} ‘sfopowt
uraes-A310u0 Mau Ym s3uILy pue SQIMXIy
[eo1noofa po Suroe[dar se yons ‘uoye) uedq
oARY saInseows snole A “sueld juswaSeuew
uvoneziwndo jueasjar osodoid pue ‘uonenead
ue N0 A11ed 0) JOPIO Ul ‘W00 ] oY} pue
‘s10ssa1dtIos 11 “SUTHOnIPU0D IIe ‘AIIOLI)OJ[d U0
Sursnooj ‘eare 10308} ay) Jo eep uondwnsuod
ASI19U2 o} SYOAYD A[9ANIR JI[BY

‘sororjod JuowaSeurw JO SULID) U] "G () 9OUIS
ouUOp U29q 2ABY 33IBYOSIP ST 9SNOYuUI3 uo
QINSO[OSIP [ENUUE pUE YOoy9-J[9S 'A30[009 pue
JUSWUOIIAUD Y} JO Judwdo[9Adp J[qeureIsns

oy} 03 9oueprodwir JeaId sayoeye Auedwod oy,

JuoneIouad a)sem

PUE ‘Osn 19jeM ‘SUOISSIIUD $aseS osnoyuaaisd pue

u0qJIed 9oNpal pue A3I19U9 9AIISUOD 0) SQUI[apINng
ydope 11 sa0(q (s1eak 0m3 jsed oY) SuLmp swnjoA
0)SeM PUB ‘OSN I9)eMm ‘SUOISSIUID SeT asnoyuaaisd

Jo sau0juaaur oxe) Auedwo)) ay3 seo(J (1)

-45-



JOWOJMIN]) S9SIN09 939[[09 XIS Sursuduiod

¢ Ansioatun) osudioyuy o3y, oy ysnoay L,

SIS 109180 | saoko[dwd 19)s0) 03 sweidord
Fururer} 9A1991J9 ysijqelse Auedwo)) ayp sa0( (1)

ceoe
ul SJudpIooe [euonednddo ou a1om AL, "0Z0T

ul WaIsAS Yieay pue £L1oes [euonednos
100S+OSI 2Y3 paurelqo pue ‘reak £19A9

S[[UIp 211 asuodsar AouagIowd pue suonoadsur
yi1eay 9aKojdurd Jengal sjonpuod ‘me[ ayp

0] SUIPI0DIE JBAA © 90IM) JUSWUOIIAUD SUDIOM
ot} S300dsur JUOWUOIIAUS SUDIoMm AI[ed pue

9yes & yum savkordud sapraord Auedwo)) ay

(SIseq Jen3dal € uo
soako[duwd 10J yireay pue A9yes uo ururen 9ziuesio
31 S0P pue ‘s20A0[dwd JOJ SJUSWUOIIAUD SIOM

[Jyireay pue ojes apraold Auedwo)) ay sa0( (€)

"SJUSWAALIYOR [euoneIddo

s Auedwo)) oy areys ued sooko[dwd

1By} 0S ‘uonerounwal pue dgem deudordde

SE [[oM SB ‘SOIPISqNS pue SIS ‘SOouBMO[.
SNOLIBA ‘WISAS uonesea ‘Ajjenbo pue AISIoAIp
ooe[dyrom ‘uonesuadwos sokodurd Surpnjour
‘soInseowr a1ejjom doLordurd ojeridordde

syuowoldwr pue saysijqe)ss Auedwo)) 9y ],

(Aorod uonerountar d9Kordwe oy

Ul SJUSWIOASIYOR 10 douewLIoftod ssauisng dye10diod
oy} 109[J01 pue (S)1JoUq IOY)O pUue ‘UOHEIBA ‘SOTeM
Surpnjour) swistueyoow uorjersunudl djerdoidde

juowordwr pue ysiqelss Auedwo)) oy soo ()

“SIBUTUISS
JJBIS 9AIINOIXA PUB ‘S9SIN0o Jurures) jjels ul
oq 1 Sunjowroxd J[Iym ‘spySix uewny s3oadsar
18} JUSWIUOIIAUD UB 9J89I0 PUE SSOUAIEME
S1IYSLI ueWINY 90UBYUS 0} Sk 0S Saonoeld paje[ar
pue sororjod sjySL uewiny S I8 Je[NULIO]
0} SUOTJUSAUOD SIYTLI UBWUNY [BUOTJRUIIUL

Joo pue 1oedwo) [eqo[D) SUONEN PAUN Y}
S0 1€ SISy pue so[diound [eluswepun, Uo
uoneIe[o9(J - uoneziuediQ) Joqe [BUOIIBUIOIU]
o ‘sjy3ny uewng Jo [[Ig [EUOBUIAIU]

oy} uI pasunouue uor3oajoad sy uewny

({S9ssa001d pue

-46-



‘vonedronied [e100S ‘UONIBI)OFOU JOP[OYINLIS
‘9oueu1A03 9je10di00 ‘oouewioprod
SSQUISNQ SO[ISIP 0} SPIepUL)S [YD YIm
oouepIoooe ul spodar Apiqisuodsoy [8100S
drezodio); Anpiqeureisng saysiqnd ey

-paiy} e urejqo Auedwo)) ay) sa0(J ¢,sarorjod pajejax
ooueuly-uou Sunuowd[dwl JO SnIe)s Ay} ISO[ISIP 0}
syrodax pajerar 1oy3o pue syodax Ljiqrsuodsal [e100s
91e10d100 Furonpoid uoym SaUI[OpING IO SpIepuUL]S
poziudooax A[euoneurojur 3dope Auedwo)) oy se0q

‘SUON)B[NSAI PUB SMEB]

s1y3LI J0qe] pue ‘A1o5es pue yijedy [euonednodso
‘[BIUSUWILOIIAUD 0 d1dYpe 03 s1drjddns

ammbai jer sarorjod saysiqelso Auedwo)) oy,

(Sme)s
uonejuawddwr uo dn mo[[oJ usy) ‘suone[ndal pue
sme[ SIYSLI I0qe[ pue ‘A1o5es pue yiesy [euonednddo
‘[BIUSWUOLIAUD 0} d1dype s1d1ddns 1oyjoym

ssasse 03 sarorjod ysrjqelss Auedwo)) ay3 soo( (9)

"SIQWINSUOD JO S)SAIANUI Pue SHYSLI

a1 399101d 0} JOPIO UI ‘SIIIAIAS pue s)onpord
S31 JO 3ur[oqe pue sofes se [[om se ‘Aoearid

pue ‘A197es ‘YL IWo0lsnd 0} UONe[dI Ul
SQUI[OPING [RUONRUIAIUI PUR JUSWUIDAOS ) JO
suone[n3ar pue sme[ Ay} SMo[[0] Auedwo)) oy |,

(siure[dwod ownsuod

Sundoooe 10] 21npoocoid 9A1}09JJ0 puE IBI[O B
opraoid pue s3S9I0IUI pue SIYSLI IdWNSU0d 319901d 0}
sarorod ysijqeisd Auedwo)) Ay} $90(J (SIJIAIIS pue
syonpoid s31 Jo Suroqe] pue saes se [[om se ‘Aoeard
pue ‘A10Jes ‘yj[eay] JOwoIsnd 0} UOIR[I Ul SauI[opIng
[RUOIIRUIdIUI PUR JUSWIUIOAOS 9} JO Suone[n3al

pue sme[ a3 mo[oj Auedwo)) a3 s30( (S)

‘110do1 DT S, 189A-1UOLIND Y} UL PISO[ISIP
os[e a1e uonejuswdun pue suejd Sururern
ooKo1dwd JueAd[aI oy T, “Juowrdo[oAp 193180 0}
Surpioooe yydap pue yipeaiq y1oq Junodde ojul
soye} Jey) Sutures] [euoissajoid ur sanJes[[oo [[e
3unsisse ‘suorjouny ,s99K01dwd Jo Judwdo[oAdp
) sYuI] A[9ANDIYYR pue ‘sTeo3 juowdo[orap
o[qeure}sns pue ssoudAnOdWwod [eUoIeZIuE3I0
sojeigajul Auedwo)) oy ‘(939[10D

Ananear) digsuroyug ayerodio)) 9391100
uoneziuegi() Surured 939100 uonIu3do))
[enuaLadx “93a7[0)) dIysiopeoT juswoFeury
9301100 uoneAouu] (Y ‘989710D poadsg

47-



"SP33p JAYIO PuB “SIVI[IQESIP YiLm
ordoad yo Sury oy ‘Sururer) pue spunj [euoneonp? 0} suoreuop ‘sdiysiosuods Y3noy) ‘suonde pue SAMIANIE dIBJ[om [e1o0s ul sejedronted A[oanoe Auedwo)) ay [,

:Kypiqisuodsai [eroos ojerodiod jo uoneyudwa[dur s, Auedwos oy Jo Surpue)siopun 10)3oq de}I[1oe} 0} uonewIojul Jueodw YO L

"9o130814 JO 9po)) Juowdo[dAd( o[qeureisng ) Jo so[dourid pue junds oy) yym Juolsisuod st suoryerado sy -+ saruedwo)) paysry

XJdIL/ASM.L 103 sojdiourig 2omn0e1] 1sog juowdo[oAad( d[qeureisng, Yy} YIm d0UBPIOIIL Ul 9013081 JO opo)) Juowdo[oAd(] S[qeureisng s SaUSI[qelsd Yoy eay

:SOOUQIRJJIp pue smes [euonerodo oy} aqurosop oseo[d ‘soruedwo)) paisrT Xdd.L/ASM.L
10§ sardiourig 9onodeid 1sog uawdo[oad( d[qeureisng, 03 uIpIodde 2o1JeId JO Ipo)) udwdo[oadd d[qeureisng s paysijqeIsd sey Auedwod Y3 j| ‘9

(1 9dA 1) 9ouenssy 91813poIN (8007)

SV 0001VV Pue spiepuel§ D Jo suondo

9109 9y} yIm sa1[dwod 31 Jey) SUIUIJUOD

“py1 0D ueMIE ], (TION AN £q UOIEILIA
[euI0Ixd Y} passed sey 110day [ero0S 9erodio) (sHodax
NoIeaY 7Z0T QYL o1ed ookojdwd pue O} UI UOTJBULLIOJUT dU[} JO AJ[IQRI[OI O} JOUBYUD
‘soor[dyom A[puoLy ‘uono9joid [ejuswuoIIAUS 0} s)10daI 9} 10J UONBOJLIOA JO doueInsse Ajed

-48-



-9[qeorjdde jJoN

"parels
2q prnoys 2o11d ay) 3uras 10J siseq Ay 00}

Suruueld e se pasn st Suroud uoqred feuIdul J

97001 ¥L°€L9 INOQeR JO SUOISSIWD U0qIed 3uronpal o)

juareAINba ‘1eak 10d £31011309[9 USAIS JO YA 009°CTE T INOQER 9)BIGUIT UBD YIIYM ‘G7()7 Ul A310Ud
U213 JO MY 67 1°T 21810 0] P30AdXd ST I "BAIR 9OLJO Y} JO SN A[IEpP Y} JOJ ST UOISIOAUOD
A3109U0 IB[OS Y} WOIJ paureIqo AJoLnod[o oy I, ‘AJOLIIO[O JO 9SN-}[oS PUB UOIBIdUF-J[IS JO
wstueyodw Ay} Sundope ‘s1ojrenbpedy nYOUISH Ul 991JJ0 [ JO SJ00I ) uo sjoued Jejos [[ejsul
1114 3] “SIB3A ALY urgm K3oeded pajoenuod ayl Jo 9,01 yim 309foxd 1omod uaai3 e pring o3 suerd
1] ‘uonewIojsues} A310ud 10J pauue[d A[oAROR SeY JOI[BIY ‘SSII PIR[AI-9)BWIO 0} dsuodsal uf

"SYSLI uonIsuer) pue sysu [edIsAyd o3euew
pue AJ1IUdpI 0) Pasn S[eOT pue SI10JeIIPUI A)
pue ‘ue[d oy} JO JUAIUOD Y} AQLIOSIP ‘SYSLI PAJR[L

-orewn(o Surdeuew J0j ue[d UONISULI] © ST IO} JT

"ONUIAJI JAU JO 9, | URY} SSI] 3] [[IM JI[BIY UO dFUBYD dJBWI[D

Jo j0rdwn [EIOUBUL UTRW ) 1By} PAJRWIISI ST I )G [ 18 P[[01UO0D ST dsL1 danjerodway ayp
9I9UM OLIBUJIS [BIPI YY) IOPUN ‘SILIBPUNOQ JWIT) WLIA)-FUO] PUL ULI)-WNIPIW “ULIdI-}IOYS J) U]
"SOLIBUQDS JBWI[D 1Y} 9ZA[RUR 0} G'8-GASS PUB G'+-7dSS ‘6°1-1dSS sidope pue (dSS) semyred
JTWOUOIH-[BID0S PAIRYS Y} Sasn .Y (DDJI) 28uey) 91ewWI)) UO [QUEJ [BIUSWUIIAOFINU]
suoneN pajrun) Ayl Jo (9 V) 1odar Judwssasse d1NudIdS YIXIS Ay} 03 SUIPIOdIY

‘paure[dxa 2q prnoys syoedwr [eroueuly
Jolew pue ‘pajdope s103joe] sisA[eue ‘suondwnsse
‘s1jowered ‘SOLIBUQDS Q) “SYSII dFURYD jBWI[D

0} 9OUDI[ISAI SSASSE 0] PISN SI SISA[BUB OLIBUIIS J] *

"sysu1 jo joedwr o[qissod

AU} 90N puk }I[BY JO uonerado snonunuod Ay} AINSUI 03 SAUMPIJ01d JudwAFeuRW IO

pue 2InsojosIp pue untodar ysu ‘Osuodsar YSLI ‘FULIOJIUOW YSLI JUIWINSLIW JSLI ‘UONBIJUIPI
S y3noayy pue ‘sanpadoid (JuowaSeue A JSTY 9SdIoiuy) JARH 01 19J1 ‘d3ueyd jewI[d

01 paje[aI SYSHI 91e10dI00UT OS[B 9A\ "SJUSAD snoprezey pue ‘suonerddo [eroueur) ‘Juowaseueu
[euonerado ‘Suruued o1391ens 03 Fururelrdd sysLI sapnjour 9dods JudwdSBURW YSLI S} [BIY

“WIQ)SAS
JudwoSeURW ISII [[BIQAO ) OJUI PAJBIZAIUL
a1e $9553201d JudWoFeURW PUL JUIWSSISSL

‘UOIJBOLUIPI JSLI JBWI[D MOV QLIS

“JudwISsasse dane)nuenb uodn anuoAdI JoU JO 9| UBY) SSI[ [[B 1B LI} ‘SaNSSI
oJewIr[d snoleA Aq pasned syoedwll [e1ouBUL} WI)-3UO[ PUB “-WUNIPAW ‘-110YS Y} SuIpIe3ay

"SUOI}OE [BUOIISUBI) PUE S)UOAD

9JBWII[O SWANXA Jo joedwll [eIOUBUL A} 9QLIOSO(] *

"JUAWISSASSE dANeINUEND uodn aNUIAIL 39U JO 94| UBY) SSI]

[[€ 218 AU} ‘SanssI dJewlI[d SnoLeA £q pasned sjoedur [eroueuly WLd)-3U0] pue ‘-wnipaw ‘-1I0ys
o) SurpIe3ay "SoNSSI J[qeUIRISNS JO SISOO UOHBIIUNWIWIOD PUB JUdWIFBUBW ) PUB ‘SONI[10B]
uoneIduas 19M0d Je10s SUIppe JO 1509 Jy) ‘syo17ddns wearjsdn Jo $1S00 UOBWIOSURT) A} ‘SIS0
SuruonIpuod-Ire ur asearour Ay} Are sanrunizoddo pue sySLI djew[d Jo sjoedwl [erouLUl UIRW JY ],

(w2
3uo[ pue ‘wnipaw ‘4I0Ys) soouBUL} pue ‘A391e1)S
‘ssoursnq 93e10d109 9y} 09k sonruniroddo

PUEB SYSLI JJBWI[O PAYNUIPI Y} MO 9qQLIIS(

“Qway) Jolew yoed 10J (90UBUIIAOL) pUB [BI00S ‘[BIUWUOIIAUY ) DSH JO ssaigoxd
oy} Sursiazadns 10J 9[qrsuodsal ‘[OAJ[ JudwdZeURW JSAYIIY Y} SB 9DIJJO S,JUIPISAI] Y} pue ‘Apoq
oouepIng 3SAYSIY Ay} Se SI0}0I(] JO pIeOg Y} SeY INJONI)S [RUONBZIUBSIO J[qRUIBISNS Sy

‘sontunjioddo
pue SYSLI PAJL[AI-OJBWI[D JO AOUBUIIAOS

pue JYSISIOA0 JuUdWeUBW pUB PIBOq dqQLIOSA(T *|

snye1S uoreyuaw[duy

wo

UOIBULIOJUI PAJe[dI-a)ewI]d Jo uonejuowa[duwy |
UONBULIOJU] PIje[Y djewl]) Auedwo)) °g

-49-



"UOIJBULIJUOD PuB AIOJUIAUL SBF 9Snoyuaais dy) 10§ J10das [enuue

o} JO ZS-16 soSed 0] 19Ja1 3SBI[{ [OAJ] QOUBINSSE J[BUOSEAI B JO I8 [Z(7 Ul Auedwod judred

SI1 £Q pajeIdudsd eiep UoISSID uoqied g 9dodg pue [ 2dodS ay) Jey) pauLjuod oym ‘(uoneziuesio
Kyred-pay) renaeduwr ue) uonmnsuy spiepuelS Ysnug dyl Aq parJiiIod usdq sey JIedy

smels
UONBWIUO)) pue AI0JUIAU] SBr) ISNOYUIIIL) 6

"'$70Z Aq (SOAY) SA1eOYNId)) ASIUH J[qeMIUY PIIeIduds
-JI9S €7€°T drenunode 03 p3oadxa SI 3| “Surp[ing 01J0 S JO JOOI1 Y} uo sjoued Ie[os [[eIsul [[Im
pue ‘uonjewiojsuer) A310ud 10J 303[o1d 1omod ud2i3 oy Surkojdop AJ9A1IOR SI ) LAY ‘UONIppE U]

"SUOISSIW 0JJZ JU JAJIYIE ‘(OG0T A o

"dgesn ASI0Ud J[qeMIUI 9, GT JAJYIR ‘()c0T A e

1207 JO 1824 aseq ay} yym paredwod
2,05 Aq S3se3 2snOYuIAIF JO SUOISSIWD uoqred 7 2doog pue | 2doog 2onpar ‘)0z A9 e
:9[NPAYOS pue Jo3IB] 0197 1ON

‘uononpar uoqaed ureyd Ajddns 103 (9An22[qO £q Judwadeury)
O9IA Jo uoneuowddwr pue ‘A310Ud 9[qBMIUII JO SN PASLAIOUI ‘SpIepue)s urp[ing uddisd
UM Q0UBPIOIJE Ul SSUIP[ING DLJO JO UONBIIJILIID PUB UONINISUO0D AOUIIDJI AS10ud Juowdimba
J0 JuowdAoxdur ‘syonpoid uogred-mof Jo Juawdo[oAdIp SNONUIIUOD Y SB YONS SAINSBIW UOINPAI
-u0qJed pue JuIABS-ASIOUD SNOLIBA 3NOIY) SUOISSIWD U0GIed [8}0) SUIdNpal Aq [e03 9y} 90w 0}
sueld 1] "0S(OZ AQ SUOISSIWD UOGIEd 0I9Z 13U JO (803 Jofew 3y} SUIAJIYOE 0} PIOPIWWOD SBY JI[BIY

"pajeIs 9q pInoys
(SOFY) 918011110 ATISUD J[qeMAUI JO JoquInu
oY} 10 J9SJJO 9q 0} S}IPAId UOIIONPAT UOGIBD
Jo Ainuenb pue 20In0s 9y} ‘S[EOS JUBAI[AI JAJIYOL
0] pasn d1e (SOHY) SILI1IdD AFIOUD O[qBMIUAI
10 S19SJJO UOQIed JI {pajeIs 9q PInoys UoneuLIojul
1030 pue ssar3oid [enuue ‘Qmpayos Surued
‘SUOISSIW Se3 asnoyuadIg Jo 9d0os “PaIdA0D
SONIAIOR oY) )9S Ik S[e03 Paje[dI-9JewId J ']

-50-



‘1podaa renuue oy Jo ¢ a8ed 03 19301 9sea[d JUOWISIE)IS UONBUWLIJUOD I} JO,] "OIUBINSSE JO [OA] J[qBUOSBAI
© JO 9q 0} POIJLIdA Udq Sey BIEp Oy} pue pIepuels §10Z: [-#90% [ OSI Y M d0UBPIOIOE U SUOIadSUl S}onpuod misu] spiepuels ysnug Ay, 910N

810C-1-¥90¥1 OSI Ut no
19s se sojdrourid oy3 Sunodw ur 9[qe3dodsoe paIapIsuod sem Ajjenb ejeq
“Jud[eAInba 7D Jo souuo)
1 1°6ST ¥ A310ud pajrodwil WO SUOISSIWD SB3 9SNOYUIIS JOIIpul Ay}
‘payLIoA SBM T€-ZT-170T 0} 10-10-120T woly potiad oy 1oy uonerodio)
J10JONPUOITWAS NOI[BY YIM SUOISSIWY SBL) ISNOYUIIID) Y I, 1S9 S€66770 Y1 6STYT Kuedwo)) juareq
(T @10N)
aymnsu| (ALN N/PTODY) (d20DY)
(910N)) 1USWIdIB)S UOLJBIIJIIID) Sufmia) Kysuo(g SUOISSIWH [€10], 7 9doog
810C-1-¥90¥1 OSI Ut no
19s se sordrourid ay3 Sunaaw ur 9 qeidodsdoe paapIsuod sem Ajjenb ejeq
“JUd[BAINba 7D JO SOUUO0) €/()'799 SUOISSIWD SBF 9SNOYUII3 102IIp Ay}
‘PayLIoA SBM T€-ZT-170T 0) 10-10-120T woly potiad oy 1oy uonerodio)
J10JONPUOIIWAS NOI[BY YIIM SUOISSIW SBL) ISNOYUIIID) Y I, 1S9 $L7900°0 €L0°799 Kuedwo)) juareq
(Z 210N)
oymnsuy (LN W/PZ0DY) (o700
(910N) 1USWIdIBIS UOLIBIILJILID)) Sufmaa) Kysuo(g SUOISSIWH [€10], I 9doos

PAIJ1IAD SALIBIPISQNS J10dal [eIOUBULY PAJEPI[OSUO)) [ |
09D saLreIpIsqns 1odal [erouruly pajeprjosuo)) [ |
paynIdd Tenpiarpur Auedwoos judied i

3Noayd [enpiarpur Auedwod judred i

saruedwod pasi| Jo dewpeoy juowdo[oAd(] d[qeureIsng
oy Jo suonenga Yy 03 SUIPIOIIL AINSO[ISIP [RWIULIA

rendes ur (LN uol[[Iq G uey} SS9 ypm satuedwo) [ ]

[ended

ut LN UOT[[Iq O PUe UOI[[Iq G usamiaq ynim satuedwo) [l
A1Snpur Juawad oy} pue ‘Ansnpur [993s

pue uoJ1 dy ‘Teyrded ur (@ LN UoI[[iq (] 1240 yum saruedwo) [ ]

uoneuloju] Auedwo)) o1seq

SNje}§ UONBWLILJUO)) PUB AIOJUSAU] SBD) 9SNOYUIAIL) 7

-51-



° bsi
bsi.
Opinion Statement

Greenhouse Gas Emissions

Verification Opinion Statement
This is to verify that:  Realtek Semiconductor Corporation HESSBRRTH MRS
No. 2, Chuangxin 2nd Rd. 4%
Baoshan Township ¥4 8
Hsinchu Science Park W L
Hsinchu County 300092 BI85 =55 2 &
Taiwan 300092
Holds Statement No: GHGEV 773072
- e .

As a result of carrying out verification procedures in accordance with ISO 14064-3:2006, it is the opinion of BSI with
reasonable assurance that:

® The Greenhouse Gas Emissions with Realtek Semiconductor Corporation for the period from 2021-01-01 to
2021-12-31 was verified, including direct greenhouse gas emissions 662.073 tonnes of CO; equivalent and
indirect greenhouse gas emissions from imported energy 24,259.144 tonnes of CO: equivalent.

® No material misstatements for the period from 2021-01-01 to 2021-12-31 Greenhouse Gas Emissions calculation
were revealed.

® Data quality was considered acceptable in meeting the principles as set out in ISO 14064-1:2018.

® The emission factor for electricity of year 2021 is 0.509 kgCO2 per kWh.

The other selected indirect GHG emissions listed in the attached table on the next page were also reported and thus

verified with limited assurance, and data quality was not considered unacceptable in meeting the principles as set
out in ISO 14064-1: 2018.

For and on behalf of BSI: ﬁ /l

Managing Director Taiwan, Peter Pu
Originally Issue: 2022-08-14 Latest Issue: 2022-08-14

Page: 1 of 3

..making excellence a habit.

The Britich Sanclards Institution is independent to the above named clent and has no firancal interest In the above named clent. This Opinion Statement has
been prepared for the above named dient only for the purposes of vertfying s statements relating 1o its carbon emissions more particularly descrbed In the
scope. It was not prepared for any other purpose. The Brtish Standards nsttution will not, In providing this Opinion Statement, acoept or assume
responsiuity (legal or ctherwise) or accept labity for or In conmection with any other purpose for which it may be used or to any person by whom the Opinion
Satemert may be read. This Opinion Statement & prepared on the basis of review by The British Standards Insttution of information presented to &t by the
above named diert. The review does not edend beyond such information and is solely based on & in performing such review, The Bresh Standards
Inszeution has assumed that all such information &5 complete and accurate. Any queries that may anse by virtue of this Opinion Statement or matters relating to
= should be addressed to the above name clert only.

Tawan Headguarters: 2nd Floor, No. 37, J-Hu Rd., Ne-Mu Dist., Taipel 114, Tawan, R.O.C.

8BSl Tawan = 3 subsidary of British Standards [nstitution
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11. Internal Control Status

11.1. Statement of internal control

Realtek Semiconductor Corporation
Statement of Internal Control System
Date: February 24, 2023

Based on the findings of a self-assessment, Realtek Semiconductor Corporation (Realtek) states the following with regard to its
internal control system during the year 2022:

1.

Realtek’s board of directors and management are responsible for establishing, implementing, and maintaining an adequate
internal control system. Our internal control is a process designed to provide reasonable assurance over the effectiveness and
efficiency of our operations (including profitability, performance, and safeguarding of assets), reliability, timeliness,
transparency of our reporting, and compliance with applicable rulings, laws and regulations.

An internal control system has inherent limitations. No matter how perfectly designed, an effective internal control system can
provide only reasonable assurance of accomplishing its stated objectives. Moreover, the effectiveness of an internal control
system may be subject to changes due to extenuating circumstances beyond our control. Nevertheless, our internal control
system contains self-monitoring mechanisms, and Realtek takes immediate remedial actions in response to any identified
deficiencies.

Realtek evaluates the design and operating effectiveness of its internal control system based on the criteria provided in the
Regulations Governing the Establishment of Internal Control Systems by Public Companies (herein below, the ‘Regulations’).
The Criteria adopted by the Regulations identify five key components of managerial internal control: (1) control environment,
(2) risk assessment, (3) control activities, (4) information and communication, and (5) monitoring activities.

Realtek has evaluated the design and operating effectiveness of'its internal control system according to the aforesaid Regulations.
Based on the findings of such evaluation, Realtek believes that, as of December 31, 2022, it has maintained, in all material
respects, an effective internal control system (that includes the supervision and management of our subsidiaries), to provide
reasonable assurance over our operational effectiveness and efficiency, reliability, timeliness, transparency of reporting, and
compliance with applicable rulings, laws and regulations.

This Statement is an integral part of Realtek’s annual report for the year 2022 and prospectus, and will be made public. Any
falsehood, concealment, or other illegality in the content made public will entail legal liability under Articles 20, 32, 171, and
174 of the Securities and Exchange Law.

This statement was passed by the board of directors in their meeting held on February 24, 2023, with none of the ten attending
directors expressing dissenting opinions, and the remainder all affirming the content of this statement.

Realtek Semiconductor Corporation

Chairman: Chiu, Sun-Chien
President: Yen, Kuang-Yu

11.2. The Company was not required to commission an independent auditor to auditits
internal control system.

12. If there has been any legal penalty against the company or its internal personnel, or any

disciplinary penalty by the company against its internal personnel for violation of the
internal control system, during the most recent fiscal year or during the current fiscal year
up to the publication date of the annual report, where the result of such penalty could have a
material effect on shareholder equity or securities prices, the annual report shall disclose the
penalty, the main shortcomings, and condition of improvement.: None

13. Major resolutions of the shareholders’ meeting and the board meetings from last year to the
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date of the annual report printed:
13.1. Major resolutions of 2022 shareholders’ meeting:

Resolution Results And

Date Proposals )
Implementation
June 8, 2022 |Ratification Items
1. 2021 business report and financial Approved
statements

2. Distribution of 2021 retained earnings |Approved

Dividend record date: 2022/09/12
Payment date: 2022/10/07
Amount: NT$13,847,318,307

Discussion Item
1. To revise the Articles of Incorporation |Approved

Obtained the approval letter for
registration change: 2022/06/21

2. To revise the Procedures for Approved
Acquisition or Disposal of Assets Announced on website and proceeded
as the amended procedures by June 8,
2022.
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13.2. Major Resolutions of Board Meetings

. Employees’ compensation and Directors’ remuneration of 2022.
. Distribution of 2022 Retained Earnings.

. 2022 cash dividends distribution from retained earnings.

. Cash distribution from capital surplus.

. . Resolution
Date Summary of Major Resolutions Results
Mar. 18, 2022 |1. 2021 parent company only financial statements and consolidated financial Approved by
statements. all attending
2. Cause for convening 2022 regular shareholders’ meeting. directors
3. Adoption of the shareholders' proposals for 2022 shareholders’ meeting.
4. Employees’ compensation and Directors’ remuneration of 2021.
5. The Company intends to endorse the guarantee for a subsidiary.
6. Fund loans between subsidiaries of the Company.
7. To revise the Articles of Incorporation
8. The Company's auditor of financial statements and audit Fee for 2022.
9. 2021 Statement of Internal Control System.
Apr. 22,2022 |1. Distribution of 2021Retained Earnings. Approved by
2. 2021 cash dividends distribution from retained earnings. all attending
3. Cash distribution from capital surplus. directors
4. To revise the Articles of Incorporation
5. To revise the Procedures for Acquisition or Disposal of Assets
6. 2021 business report and 2022 business plan.
7. The Company intends to loan funds to subsidiaries.
8. Fund loans between subsidiaries of the Company.
Jul. 28,2022 |1. The Company intends to loan funds to subsidiaries. Approved by
2. Fund loans between subsidiaries of the Company. all attending
directors
Aug. 29,2022 |1.To adjust the group's organizational structure. Approved by
2.Early termination of fund loans between subsidiaries of the Company. all attending
directors
Oct. 28,2022 |1. The Company intends to loan funds to subsidiaries. Approved by
2. A subsidiary’s cash distribution from capital surplus. all attending
3. Early termination of the Company’s endorsement and guarantee for a directors
subsidiary. .
4. 2022 year-end bonus principle for officers.
5. The Status that the Company regularly evaluates the independence of auditor.
6. 2023 annual audit plans.
7. To revise the Regulation of Insider Trading.
8. To revise the Procedures for Handling Material Inside Information.
9. The Company's "Corporate Social Responsibility Best Practice Principles" was
revised to "Sustainable Development Best Practice Principles".
10. Appointment of Chief Information Security Officer
Feb. 24,2023 |1. 2022 parent company only financial statements and consolidated financial Approved by
statements. all attending
2. Cause for convening 2023 regular shareholders’ meeting. directors
3. Adoption of the shareholders' proposals for 2023 shareholders’ meeting.
4. Fund loans between subsidiaries of the Company.
5. The Company's auditor of financial statements and audit Fee for 2023.
6. 2022 Statement of Internal Control System.
7. Organization adjustment of the Company.
Apr. 21,2023 |1. 2023 Q1 consolidated financial statements. Approved by
2. The Company intends to loan funds to a subsidiary. all attending
3. 2022 business report. directors
4
5
6
7
8

9

. Establish the Company's " Rules Governing Financial and Business Matters
Between the Company and its Related Parties".
. Report of related party transactions in 2022.
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Date

Summary of Major Resolutions

Resolution
Results

10. Approval of related party transactions.
11. Amend the cause for convening 2023 regular shareholders' meeting.

14. Directors’ objections against the important resolution of board meetings from last year to the
date of the annual report printed: None

15. Information of resignation or dismissal of persons related to the financial reports (including
chairman, president, accounting officers, finance officers, internal audit manager, corporate

governance officer, and R&D officers) from last year to the date of the annual report printed:

None
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IV. Information Regarding Audit Fees

Unit: NT$K
Accounting Period Covered by Audit .
Firm Name of CPA CPA’s Audit Fee Non-audit Fee Total | Remarks
Pricewaterhouse Li, Tien-Yi Tax Compliance Audit
Coopers Taiwan | Cheng, Ya-Huei 2022/01/01~2022/12/31 | 4,650 930 5,630

1. Replaced the audit firm and the audit fee paid to the new audit firm was less than the payment of previous
year: Not applicable.
2. Audit fee reduced not less than 10% compared to previous year: Not applicable.

V. Replacement of Independent Auditors

1. Regarding the former CPA

Replacement Date  |March 30, 2023
Replacement reasons ] ) ) ]
and explanations The internal regular rotation of PricewaterhouseCoopers Taiwan
Parties
Describe whether the S CPA The Company
Company terminated or tatus'
the CPA rejected Appgmtment Not
the appointment ;iirg;l::ieciuy applicable applicable
Appointment rejected Not
(continued) applicable applicable
The Opinions other
than Unmodified
Opinion Issued in the
Last Two Years and None
the Reasons for the
Said Opinions (Note)
Accounting principles or practices
Is there any ) . .
disagreement in Disclosure of Financial Statements
Oplgg;}‘::;}; the |ygs Audit scope or steps
Others
No v
Explanation
Supplementary
Disclosure None
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2. Regarding the Successor CPA

Name of accounting firm PricewaterhouseCoopers Taiwan
Name of CPA Li, Tien-Yi ; Cheng, Ya-Huei
Date of appointment March 30, 2022

Prior to the Formal Engagement, Any
Inquiry or Consultation on the
Accounting Treatment or Accounting
Principles for Specific Transactions, None
and the Type of Audit Opinion that
the CPA might issue on the Financial
Report.

Written Opinions from the Successor
CPA are different from the Former None
CPA’s opinions.

VI. If the Company’s Chairman, President, Managers in charge of finance or accounting
operations held positions within the auditor’s firm or its affiliates during last year, the
name, title, and period of holding positions should be disclosed: None
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VII. Share transfer or share pledge of Directors, Officers and major shareholders holding

more than 10% shares from last year to the print date of the annual report

1. Changes in shareholding of Directors, Officers and major shareholders

2022 As of April §, 2023
Pledge
Title Name ‘ Shares Pledge ‘ Shares shares
increased shares increased increased
(decreased) increased (decreased)
(decreased)
(decreased)

United Glory Co., Ltd.
Chairman Representative: - - - -

Chiu, Sun-Chien

United Glory Co., Ltd.
Vice Chairman Representative: - - - -

Chern, Kuo-Jong

Cotek Pharmaceutical Industry
Director Co., Ltd. Representative: 7,264,000

Yeh, Nan-Horng
Direct Sonnen Limited

nrector Representative: Yeh, Po-Len - - - -

Director Yen, Kuang-Yu - - - -
Director Huang, Yung-Fang - - - -
Director Ni, Shu-Ching - - - -
Independent Director Chen, Fu-Yen - - - -
Independent Director Tsai, Tyau-Chang - - - -
Independent Director Lo, Chun-Pa - - - -
CEO Chiu, Sun-Chien - - - -
Vice CEO & CFO Chern, Kuo-Jong - - - -
President Yen, Kuang-Yu - - - -
Chief Operating Officer Huang, Yung-Fang - - - -
Vice President Huang, Yee-Wei - - - -
Vice President Lin, Ying-Hsi (9,000) - - -
Vice President Chang, King-Hsiung - - (10,000) -
Vice President Tsai, Jon-Jinn - - - -
Vice President Wang, Po-Chih - - - -
Vice President Chang, Jr-Neng - - - -
Vice President Shen, Jia-Ching - - - -
Vice President Lee, Shang-Ta 5,000 - - -
CISO Weng, Chi-Shun (Notel) - - - -
Vice President Su, Chu-Ting (Notel) - - - -

Note 1: Weng, Chi-Shun was newly appointed officers since 2022.10.28. Su, Chu-Ting was newly appointed officers since 2023.02.24.

2. Information on stock transfer to related parties: None.

3. Information on pledge of shares to related parties: None.
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VIII. The relationship between any of the Company’s top ten shareholders:

April 8, 2023

Name

Top Ten Shareholders

Spouse & Shareholding who are Related
Shareholding Minor by Nominee Parties, Spouse, or
Shareholding Arrangement Second-Degree
Relatives
Shares % Shares % Shares % | Name Relationship

Fubon Life Insurance Co., Ltd.
Representative: Richard M. Tsai

23,523,000 4.59%

Cotek Pharmaceutical Industry Co., Ltd.
Representative: Yeh, Chia-Wen

22,146,604 4.32%

Cathay MSCI Taiwan ESG Sustainability
High Dividend Yield ETF

14,964,000 2.92%

Yuanta/P-shares Taiwan Dividend Plus ETF

12,807,764 2.50%

Equity Index Funds

Cathay Life Insurance Company, Ltd. 9,588,000 1.87% - - - - - -
Representative: Huang, Tiao-Kuei - - - - - - - -
Nan Shan Life Insurance Co., Ltd. 9,438,000 1.84% - - - - - -
Representative: Yin, Chung-Yao - - - - - - - -
Leicester Worldwide Corporation 9,418,184 1.84% - - - - - -
New Labor Pension Fund 9,339,348 1.82% - - - - - -
China Life Insurance Co., Ltd. 8,291,000 1.62% - - - - - -
Representative: Saloon Tham - - - - - - - -
Vanguard Emerging Markets Stock Index

Fund, A Series Of Vanguard International 6,713,959 1.31% - - - - - -
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IX. The consolidated shareholdings and percentage of investments held by the Company,
Directors, Officers, and the companies controlled directly or indirectly by the Company.

December 31, 2022 / Unit: shares: %

Investments of the

Investments directly or
indirectly held by Directors,
Officers, and the companies

Consolidated Investments

Investments Company controlled directly or
indirectly by the Company
Shares % Shares % Shares %
Amber Universal Inc. 41,432 100% — 41,432 100%
if;llt;l; Singapore Private 116,059,638 100% — 116,059,638 100%
?ﬁiﬁfﬁ?ﬁzg&m Singapore 200,000,000 100% — 200,000,000 100%
Realsun Investments Co., Ltd 28,000,000 100% — 28,000,000 100%
S;l“g'we‘ Venture Capital Co., | 5 50 000 100% - 25,000,000 100%
Realking Investments Co., Ltd. 29,392,985 100% — 29,392,985 100%
}ézfllfourr;g;;hn‘”ogy 500,000 100% — 500,000 100%
éifp%iﬁife‘:hmlogy 2,000,000 100% — 2,000,000 100%
Bobitag Inc. 1918910 |  66.67% — 1,918,910 66.67%
EstiNet Technologies Inc. 2,000,000 6.89% - 2,000,000 6.89%

Note: The aforementioned are long-term investments under the equity method.
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Capital Raising

I. Source of Capital

Authorized Paid-in Remarks
Year Issuing Capital
& Price Shares Amount Shares Amount . increase
Source of Equit Other
Month ® | 6K K) (3K) T by assets
other than
cash
09/2017 10 890,000 | 8,900,000 506,506 5,065,062 Employees' compensation - Note 1
04/2018 10 890,000 | 8,900,000 508,095 5,080,955 Emp]oyees' compensation - Note 2
04/2020 10 890,000 | 8,900,000 510,685 5,106,849 Employees' compensation - Note 3
04/2022 10 890,000 | 8,900,000 512,864 5,128,636 Employees' compensation - Note 4
Note 1: The capitalization was approved by the Hsinchu Science Park Administration on Sep. 25, 2017 with an approval
letter of No. 1060026285.
Note 2: The capitalization was approved by the Hsinchu Science Park Administration on Apr 11, 2018 with an approval letter
of No. 1070010727.
Note 3: The capitalization was approved by the Hsinchu Science Park Administration on Apr 20, 2020 with an approval letter
of No. 1090010606.
Note 4: The capitalization was approved by the Hsinchu Science Park Administration on Apr 13, 2022 with an approval letter
of No. 1110011158.
Authorized Capital
Type of share Remarks
Outstanding Shares Un-issued Shares Total
Common stock 512,863,641 377,136,359 890,000,000 Note
Note: The authorized capital retains 80,000,000 shares for the issue of employee warrant shares.
Shelf Registration: Not Applicable.
II. Structure of Shareholders
April 8, 2023
Other Foreign o
Structure of Government Financial Institutional Institutional Individual Total
Shareholders Institutions Institutions nstitutiona & Individual Investors
Investors Investors
Number of Shareholders 0 41 475 1,156 60,302 61,974
Shareholdings 0 87,587,158 | 104,579,601 | 241,028,638 79,668,244 | 512,863,641
Shareholding Percentage 0.00% 17.08% 20.39% 47.00% 15.53% 100.00%

-67-




II1. Distribution of Shareholding

April 8, 2023

IV.

Number of . Shareholding
Category Shareholders Sharcholdings Percentage
1 to 999 45,193 3,849,237 0.75%
1,000 to 5,000 14,056 24,267,179 4.73%
5,001 to 10,000 1,125 8,208,161 1.60%
10,001 to 15,000 348 4,289,106 0.84%
15,001  to 20,000 174 3,101,550 0.60%
20,001  to 30,000 191 4,702,015 0.92%
30,001 to 40,000 102 3,542,330 0.69%
40,001 to 50,000 87 3,905,275 0.76%
50,001 to 100,000 238 16,998,399 3.31%
100,001 to 200,000 159 22,897,833 4.46%
200,001 to 400,000 122 35,097,390 6.85%
400,001 to 600,000 36 17,300,633 3.37%
600,001 to 800,000 35 24,880,866 4.85%
800,001 to 1,000,000 15 13,315,893 2.60%
1,000,001 and above 93 326,507,774 63.67%
Total 61,974 512,863,641 100.00%
List of Major Shareholders
April 8, 2023
Shareholding . Percentage of
Shareholder Sharcholdings Shareholding
Fubon Life Insurance Co., Ltd. 23,523,000 4.59%
Cotek Pharmaceutical Industry Co., Ltd. 22,146,604 4.32%
Cathay MSCI Taiwan ESG Sustainability High Dividend Yield ETF 14,964,000 2.92%
Yuanta/P-shares Taiwan Dividend Plus ETF 12,807,764 2.50%
Cathay Life Insurance Company, Ltd. 9,588,000 1.87%
Nan Shan Life Insurance Co., Ltd. 9,438,000 1.84%
Leicester Worldwide Corporation 9,418,184 1.84%
New Labor Pension Fund 9,339,348 1.82%
China Life Insurance Co., Ltd. 8,291,000 1.62%
Vangua.rd Emergllng Markets Stock Index Fund, A Series Of Vanguard 6.713.959 131%
International Equity Index Funds
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V. Market price, net worth, earning, dividends per common share and related information
over the last two years

Year 2021 2022 As of March 31, 2023
Item
Market price Highest 621 594 405
per share Lowest 383 2325 280
Average 508.23 377.37 358.18
Net worth | Before distribution 76.26 91.16 i
per share
After distribution 51.08 - )
Earnings Weighted average shares 510,684 512,410 512,863
per share (thousand shares) (thousand shares) (thousand shares)
Earnings per share 33.00 31.62 B
Cash dividends 25 26 B
Earning
Dividends Stock Distribution - - -
per share dividends | capital
(Note4) Distribution ) B B
Accumulated
unappropriated dividends - - -
Price/earnings ratio
(Notel) 15.40 11.93 -
Return on Price/dividend ratio
investment (Note2) 20.33 14.51 -
Cash dividends yield
(Note3) 4.92% 6.89% -

Note 1: Price/Earnings Ratio = Average Market Price / Earnings Per Share

Note 2: Price/Dividend Ratio = Average Market Price / Cash Dividends Per Share

Note 3: Cash Dividend Yield = Cash Dividends / Average Market Price Per Share

Note 4: Cash dividends filled in 2022 and 2021 represent the distribution of 2021 and 2020 retained earnings, respectively
and exclude cash dividends from capital surplus.
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VI. Dividend Policy and Status of Execution
1. Dividend Policy under the Articles of Incorporation

The Company belongs to the integrated circuit design industry and is in the growth phase of
the enterprise life cycle. After considering the long-term business development of the
Company, matching future investment fund requirements, and the long-term financial
planning of the Company, if there are profits at the end of fiscal year, the Company shall first
offset the accumulated losses with profits after tax, and then shall contribute 10% of profit as
legal reserve, unless the accumulated legal reserve has reached the amount of the Company’s
total capital, and contribute or reverse special reserve in accordance with relevant laws or
regulation by the competent authority. If there are net profits remained, the remaining net
profits and the retained earnings from previous years shall be distributed as shareholders’
dividend after the distribution proposal is prepared by the board of directors. In case the
distribution is in the form of issuing new shares, the distribution proposal shall be approved at
a shareholders meeting. In case the distribution is in the form of cash, the distribution proposal
is authorized to be approved by the board of directors. After considering financial, business,
and operational factors, the Company may distribute the whole of distributable earnings of the
current year, and may also distribute whole or part of the reserves in accordance with the law
or the regulation by the competent authority. The dividend distributed to shareholders shall
not be less than 50% of the increased distributable retained earnings for the current year.
When distributing dividends, the main consideration is the Company's future expansion of
operating scale and requirement of cash flow. The cash dividends shall not be less than 10% of
the total dividends distributed to shareholders in the current year.
According to Article 240, Paragraph 5, and Article 241, Paragraph 2 of the Company Act, the
Company authorizes the distributable dividends, legal reserve, and capital reserve in whole or
in part may be paid in cash after a resolution has been adopted by a majority vote at a meeting
of the board of directors attended by two-thirds of the total number of directors, and in addition
thereto a report of such distribution shall be submitted to the shareholders meeting.

2. 2023 Annual Shareholders' Meeting report on the distribution of dividends for 2022:
The Company’s dividend distribution from retained earnings for 2022, approved by the board
of directors, was NTD 26 per share in cash.

VII. Impact to business performance and EPS resulting from stock dividend
distribution: None.

VIII. Employees’ Compensation and Remuneration to Directors

1.Employees’ Compensation and Remuneration to Directors as Stated in the Articles of
Incorporation:
If gained profits within a fiscal year, the Company shall allocate at a maximum of 3% of the
profits as directors’ remuneration, and allocate no less than 1% of the profits as employees’
compensation. However, in case of the accumulated losses, certain profits shall first be reserved
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to cover the accumulated losses, and then allocate employees’ compensation and directors’
remuneration according to the proportion in the preceding paragraph.

The distribution of employees' compensation in the preceding paragraph shall be in cash or in
stock, and shall be resolved with a consent of a majority of the directors present at a meeting
attended by over two-thirds of the total directors. The distribution of director's remuneration and
employee’ compensation shall be reported to the shareholders meeting.

The employees entitled to receive employees’ compensation may include the employees of
subsidiaries of the Company meeting certain specific requirements. The requirements are
determined by the board of directors or its authorized person.

2. Accounting for Employee Compensation and Remuneration to Directors

The Company accrued employees’ compensation and remuneration to directors based on a

percentage of profit as stated in the Articles of Incorporation Article. If the accrued amounts

differ from the actual amounts approved by stockholders’ meeting, the Company will recognize

the change as an adjustment to income of next year.

3. Employee compensation and Remuneration to Directors resolved by the Board of Directors

3.1. The Proposal of 2022 Employees’ Compensation and Remuneration to Directors resolved at
the Board of Directors held on April 21, 2023:

Unit: New Taiwan Dollars; shares

Empl ' . Remuneration Diff:
mployees’ Compensation to Directors ifference
Cash Stock Common Difference
. . Total Cash Treatment
compensation compensation Shares Amount
4,765,897,688 0 0 4,765,897,688 120,000,000 none Not applicable

Note: the 2022 Employees’ compensation and directors’ remuneration resolved at the Board of Directors are the same as the accrued

amounts in 2022.

3.2. The ratio of employees’ stock compensation divided by the total of income after tax and
employees’ compensation: The 2022 employees’ compensation is in cash so that it is not
applicable.

4. The actual distribution of employees’ compensation and directors’ remuneration for the previous fiscal

year (with an indication of the number of shares, monetary amount, and stock price, of the shares
distributed), and, if there is any discrepancy between the actual distribution and the recognized
employee’s compensation and directors’ remuneration, additionally the discrepancy, cause, and how

it is treated.
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Unit: New Taiwan Dollars; shares

Remuneration
, ) .
Employees’ Compensation to Directors Difference
Cash Stock Common Difference
. ) Total Cash Treatment
compensation | compensation Shares Amount
3,965,355,284 991,338,530 2,178,766 4,956,693,814 130,000,000 none Not applicable

Note: The actual distribution of employees’ compensation and directors’ remuneration is the same as accrued amounts in 2021.

[X. Status of Treasury Stocks: None

X. Status of Corporate Bonds: None

XI. Status of Preferred Stocks: None
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XII. Status of GDR

March 31, 2023

Issuing Date

Jan 24,2002
Item
Issuing Date Jan 24, 2002
Issuance & Listing Luxembourg Stock Exchange.
Total Amount (US$) 240,180,375
Offering Price per Unit (USS$) 17.25

Issued Units

13,923,500 units

Underlying Securities

New shares issued for capital increase of
cash and issued common shares held by
shareholders of the Company

Common Shares Represented

55,694,400 Common Shares

Rights and Obligations of GDR holders

According to the relevant instructions of

the published manual
Trustee N/A
Depositary Bank Bank of New York Mellon
Custodian Bank Mega International Commercial Bank
GDRs Outstanding 313,463 units

Apportionment of the expenses for the
issuance and maintenance

In accordance with the contract of the
underwriting syndicate and depositary
bank

Terms and Conditions in the Deposit
Agreement and Custody Agreement

The company will provide necessary
public information in accordance with the
contract for the depositary bank to notify
the depositary certificate holder

Highest 79.59
Closing 2022 Lowest 31.15
price per Average 50.57
GDRs Highest 53.01
(US$) As of March 31 of 2023 | Lowest 36.65
Average 46.88

XIII. Status of Employee Stock Warrants: None

XIV. Status of Employee Restricted Stocks: None

XV. Status of Mergers or Acquisitions, or as assignee of new shares issued by other
companies: None

XVI. Status of Implementation of Fund Utilization Plan: Not Applicable
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Operations Overview

I. Business Overview
1. Business Scope
(1) Realtek’s Main Business Areas

1. Research, development, production, manufacturing, and sales of various types of integrated
circuits.
11. Provide software and hardware application design, testing, maintenance, and technical
consulting services for various integrated circuit products.
iil. Research, development, and the sale of various types of silicon intellectual property
1v. Adjunct trade and sales that relate to Realtek’s core businesses

(2) Percentage of Operating Revenue
Unit: NTS$ thousands

2022 IC Products Other Total
Net OperatingRevenue 111,560,194 229,597 | 111,789,791
Percentage of Operating Revenue 99.79% 0.21% 100%

(3) Current Products
Communications Network and Connected Media Products:
Ethernet Controller Series
Ethernet PHY Transeiver Series
USB Storage Bridge Controller Series
UHD HDR Multimedia STB SoC Series
Automotive Ethernet PHY Series
Automotive Ethernet Highly-Integrated Switch Controller Series
Integrated Wireless LAN (WLAN) and Bluetooth Network Controllers Series
WLAN 802.11ax Dual Band AP/Router SoC Series
Multifunction IoT SOC Series
IoT SoC with Bluetooth Series
IoT Al Wireless Network Camera SoC Series
Bluetooth 5.2 LE SoC and Bluetooth 5.2 Audio SoC Series
GNSS (Global Navigation Satellite System) IC Series
Multi-Port Ethernet PHY Chipset Series
Multi-Port Ethernet Switch Controller Chipset Series
Multi-Port Ethernet Managed Switch Controller Chipset Series
Highly-Integrated PON SOC Series
Multi-Port PSE Controller Series
VDSL 35B Network Router Controller Series

Computer Peripheral and Smart Interconnect Products:
HD-A Audio Codec Series

High Voltage Audio Amplifier with Speaker Protection Series
SoundWire Audio Codec Series

USB 2.0 Audio Codec Series
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USB 2.0 to I2S Bridge Controller Series

Hi-Fi Audio Codec Series for Mobile Devices

Hi-Fi Audio DSP Series for Mobile Devices

Boost Audio Amplifier with Speaker Protection Series for Mobile Devices
Embedded USB Interface Image Signal Processor Chip Series with Edge Al Engine
USB 2.0 Fingerprint Controller Series

Highly-Integrated SMP Edge AI IP Camera SoC Series

PCIe/USB 3.2/USB 2.0 Card Reader Controller Series

USB 3.0 Gen 1/USB 3.2 Gen 2 4-Port Hub Controller Series

USB Type-C PD Controller Series

USB 3.2 Gen2 Redriver Controller Series

Multimedia Products:

Integrated LCD Controller Series

Integrated High Resolution Gaming LCD Controller Series
DisplayPort Video Translator Series

DisplayPort MST Hub Controller Series

High-End Smart Connected LCD TV SoC Series
Intelligent Display SoC Series

8K LCD TV Video Decoder and Processing Chip Series
Super Resolution Image Enhancement SoC Series

(4) Products Under Development
Communications Network and Connected Media Products:
Higher Specification Ethernet Controller Series
Higher Specification Ethernet PHY Transeiver Series
Higher Specification Storage Bridge Controller Series
Higher Specification UHD HDR Multimedia STB SoC Series
Automotive Ethernet High-Speed Cyber-Security PHY Series
High-Port Count Integrated Automotive Ethernet Cyber-Security Switch Controller Series
Higher Specification Multi-Port Ethernet PHY Chipset Series
Higher Specification Multi-Port Ethernet Switch Controller Chipset Series
Higher Specification Multi-Port Ethernet Managed Switch Controller Chipset Series
Higher Specification Multi-Port Ethernet PSE Controller Chipset Series
Higher Specification Fiber Uplink High Bandwidth Managed Ethernet Switch Controller Series
Higher Specification Highly-Integrated PON SOC Series
Higher Specification PON Laser Driver Series
New Generation Integrated Multi-Link Wireless LAN (WLAN) and Bluetooth Network
Controller Series
Higher Specfication [oT SoC Integrating Wi-Fi, Bluetooth, and Smart Sensing Series
Higher Specification IoT SoC Integrating Wi-Fi, Bluetooth, and Smart Voice Series
Higher Specification, Highly-Integrated IoT AI Wi-Fi Camera SoC Series
Higher Specification, Highly-Integrated WLAN Dual Band AP/Router SoC Series
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Higher Specfication Bluetooth 5.3 Audio SoC Series
Higher Specification Bluetooth 5.3 LE IoT SoC Series

Computer Peripheral and Smart Interconnect Products:
Higher Specification SoundWire Audio Codec Series

USB 2.0 Audio Codec with DSP Series

Audio DSP Supporting Neural Network Computing Series
High Voltage Audio Amplifier with Speaker Protection Series

Hi-Fi Audio Codec Series for Mobile Devices
Hi-Fi Audio Codec Series for Gaming Devices

Hi-Fi Audio Codec with Class-D Amplifier and SoundWire Interface Series for Mobile Devices
Boost Audio Amplifier with Speaker Protection Series for Mobile Devices

Higher Specification Embedded USB Interface High Resolution Camera Controller with Edge
Al Engine Series

Higher Specification USB 2.0 Fingerprint Controller Series

Higher Specfication High Resolution IP Camera Edge Al SoC Series

PCIe SD 8.0 Card Reader Controller Series for Notebook Computer

USB 3.2 Gen 2 7-Port Hub Controller Series

USB 4.0 Multi-Port Hub Controller Series

Type-C PD Controller Series Supporting EPR (Enhanced Power Rate)

Highly-Integrated Low-Power Embedded Controller Series

Multimedia Products:

Higher Specification Integrated LCD Controller Series

Higher Specification DisplayPort Video Translator Series

Higher Specification DisplayPort MST HUB Controller Series

LCD TV SoC Series Supporting New Generation Video Decode

Higher Specification SoC Series Supporting Streaming Video Decode and Display

2. Industry Overview

(1) Industry Status & Trends and Product Development & Competition

After the semiconductor industry experienced a supply shortage in 2021, the end market demand
weakened. In 2022, the supply chain faced an inventory problem due to geopolitics, an epidemic,
inflation, and other major environmental factors. According to Gartner's estimate, global
semiconductor industry revenue in 2022 was US$601.7 billion, an increase of a mere 1.1% when
compared to 2021. Analog (19% year-over-year increase) and discrete (15% year-over-year
increase) components were the main growth areas, neither of which relate to Realtek's products
lines. Realtek, working closely with upstream suppliers and downstream customers, and with the
concerted efforts of all employees, once again delivered an annual revenue growth despite the
many challenges presented over the course of the year. According to DigiTimes research, Realtek
ranked seventh among the world's top ten IC design companies in 2022.

Communications Network and Connected Media Products:
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In terms of Ethernet, the wafer supply shortage in 2022 has been resolved, and Realtek can receive
sufficient supply for the notebook computer, motherboard, Network Storage Device (NAS), game
console, docking station, and USB-to-Ethernet adapter markets. In recent years, the Ethernet
specifications in the computer and communication network market has gradually progressed from
1GBASE-T to 2.5GBASE-T. Realtek's second-generation 2.5GBASE-T controller is currently
the standard configuration for flagship motherboards, and is expanding to include mid-to-high-
end models, switches, and accessories for network extension markets. In response to the highly
digitalized post-pandemic market demand in 2023, Realtek will launch a higher-speed SGBASE-
T Ethernet solution, Users can use existing Cat Se network cables to reduce the time and cost of
re-cabling, and immediately enjoy the upgraded bandwidth of 5Gbps for highly effective living.

Due to the fact that huge amount of data is rapidly accumulated in the hands of every end user,
the built-in storage capacity of the majority of computers and mobile phones is no longer
sufficient, leading to the need for expansion accessories. Portable/external storage devices have
higher security than cloud space and do not rely on networks. Traditional mechanical hard drives
(HDD) have gradually been replaced by solid-state drives (SSD) that have faster transfer speeds
and are both silent and shock-resistant. SSDs have many other advantages over HDDs, such as
high-speed read and write, their small size, light weight and portability. Their price has become
affordable for consumers and they are quickly taking over the hard drive market. External SSD
interfaces are divided into the traditional SATA, and the new, higher-speed PCle interfaces.
Currently, SSD market suppliers can only provide bridge controller solutions with either a single
USB-to-SATA, or USB-to-PCle interface. Thus, Realtek launched the only solution in the global
market that supports USB 10Gbps interface with auto-detection of PCle/NVMe and SATA/AHCI
dual protocols to enter the high-end SSD storage market. In 2022, Realtek also launched a USB
5Gbps to SATA/AHCI solution to serve the low-end traditional hard drive market. In 2023,
Realtek will target the high-end market and launch the next-generation solution with USB 20Gbps
to SATA/AHCI or PCIe/NVMe protocol, thereby providing a more comprehensive product
portfolio to meet the diversified needs of the storage market.

In this era of rapid digital expansion, users have extremely high requirements for the read and
write speed of memory cards. At the end of 2021, the SD Express memory card SD 7.0 was
launched, which integrated the PCle NVMe 1.3 protocol to achieve a maximum transmission
speed of up to 985MB/s (three times faster than traditional UHS-II SD memory cards), driving
demand for card readers that support this specification. In 2022, customers rapidly adopted
Realtek's USB 10Gbps to SD Express bridge controller solution, leading to the world's first mass-
produced USB external SD Express card reader. The solution uses exclusive power-saving
technology to effectively reduce the heat generated during high-speed transmission, providing a
more stable and reliable storage environment for systems. It can be applied to high-end audio and
video systems, medical equipment, edge computing devices, and the booming market of video
creators, facilitating real-time browsing and editing of content through an external card reader
after shooting.

In recent years, there has been a proliferation of OTT (over-the-top) services, and the pandemic
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has further driven consumer demand, leading to a continuous increase in the demand for OTT
set-top boxes. This has also accelerated the networked IP transformation of the pay TV industry.
Large telecom operators are fully transitioning to the IP network and launching their own OTT
services or set-top boxes. For example, the largest operator in the United States integrated its
OTT video services and introduced a global IP video platform in 2021 to support its services in
all carrier countries, both in Europe and the US via a single IP platform. Other major telecom
operators have also integrated their existing traditional linear TV or video on demand services
with OTT, and launched their own set-top boxes.

In addition to the shift towards IP-based and OTT, open platforms rely on the support of App
stores and better integrated architecture for premium apps to encourage operators to abandon the
old closed systems and embrace open platforms. Google has launched Android TV, and the RDK
Alliance has launched the RDK-V platform. Both have successfully attracted major operators to
adopt them. Meanwhile, Netflix has launched the Netflix Scaling Program for the operator market
(Hailstorm project based on Android TV, and the DaVinci project based on RDK) to accelerate
its operators' launch of Hybrid OTT and IPTV set-top boxes that combine a network video to
support Netflix.

The change in consumer viewing habits and the continuous demand for higher content quality
have greatly increased security challenges for operators. To respond to the rapidly maturing
market that provides products offering greater capabilities at lower prices, Realtek continues to
develop set-top box solutions with new generations of UHD Multimedia Controllers, integrating
the Multi-CAS security solutions to meet each operator’s requirements. In addition to integrating
new-generation HDR and 3D audio technology, Realtek continues to develop new-generation
video and audio codec technology to cope with the increasing resolution, providing complete and
cost-competitive hardware and software reference designs with low power consumption to help
customers develop high-performance set-top box products and seize business opportunities.
Furthermore, by combining their own complete multimedia and network solutions, customers can
gain an edge that competitors will find difficult to replicate.

Regarding the Ethernet switch market, Realtek has gained a market-leading position in embedded
applications, such as Wi-Fi routers, IP phones, unmanaged switches, and smart switches. In recent
years, the company's market share in managed switches has been steadily rising. In 2022, driven
by the demand for communication network equipment during the pandemic, customer demand
has increased significantly. Realtek's Layer 3 managed switch products have also been adopted
by important customers. The company is leveraging this advantage to launch more cost-effective
products.

Realtek started producing Ethernet Power Sourcing Equipment (PSE) in 2021, and along with its
managed switch products successfully entered the supply chains of major customers. Both
enjoyed significant revenue growth in 2022. Furthermore, the market for communication network
products has grown against the market trend because of the pandemic. In the third quarter of 2022,
Realtek launched a single-chip 5-port 2.5GBASE-T switch controller (supports 4-port
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2.5GBASE-T PHY and a single-port 10GBASE-T PHY), thereby further enhancing the depth
and breadth of its product portfolio, along with expanding the growth momentum of the product
line in order to penetrate a broader and higher-speed switch market in the future. Realtek's mid-
to-high-end managed switch products have accumulated many important customers. In addition
to the targeted major GbE (Gigabit Ethernet) market segment (24*1 GBASE-T+4*10GBASE-T,
48*1GBASE-T+6*10GBASE-T), the Multi-GbE (Multi-Gigabit) market segment
(24*2.5GBASE-T+4*10GBASE-T, 32*1GBASE-T+16*2.5GBASE-T+4*10GBASE-T) is also
opening up with a focus on the Campus Network market. Important strategic customers have
successfully entered mass production, and the business performance of managed switches has
therefore grown significantly. Furthermore, in the second half of 2022, in order to respond to
customer needs and market competition, Realtek launched new products by adopting a new
process, built-in dual-core CPU, supporting 24/48*1GBASE-T+4*10GBASE-T interfaces to
deliver a more competitive cost structure and power performance.

In 2022, as the COVID-19 pandemic continued to induce the demand for more bandwidth among
end users, global operators accelerated the deployment and upgrading of fiber optical networks.
Realtek has a relatively complete product roadmap for 10G-PON (including XG-PON and XGS-
PON), 2.5G PON, and 1G EPON. The product solutions include Home Gateway Units (HGU)
and Single Family Units (SFU) with 4-port IGBASE-T, 1-port IGBASE-T+3-port 100BASE-T,
and 1-port IGBASE-T Ethernet ports that can meet the needs of the new global tender project.

China is still the region with the highest demand for optical fiber globally. Realtek has gained
considerable market share in the Chinese market in recent years. With the impact of the pandemic,
working from home (WFH) and remote learning have become new social needs, and XPON's
broadband access technology is right there to provide a stable, high-bandwidth, and affordable
home Internet environment. The next new market specification requires even greater bandwidth,
and XG-PON products will become the mainstream broadband access equipment for homes.
Since 2022, the number of tender projects by Chinese operators for XG-PON home gateway units
has gradually increased. It is expected that the shipping volume of XG-PON in 2025 will surpass
that of 2.5G PON products.

Carmakers in Europe, the United States, China, Japan, and Korea have already adopted
Automotive Ethernet as the backbone of in-vehicle networks and have applied it to connect safety
sensors, 360-degree camera systems, in-vehicle infotainment head units, and instrument panels.
Realtek's automotive Ethernet products have been designated as golden samples for
interoperability testing by IOP certification laboratories. This series of products has obtained
certification from many automakers, adopted by Tier 1 suppliers, and entered mass production.
Realtek continues to lead the world with its technological advantages and has launched second-
generation automotive Ethernet products, including a high-port switch chip (Switch) supporting
100/1000BASE-T1 dual-mode and a PHY supporting 100/1000BASE-T1 dual-mode. It has been
successfully adopted by European and US automakers and Tier 1 suppliers, and has become
standard for the new generation of in-vehicle backbone networks in 2022~2023. Additionally,
Realtek is cooperating with automotive manufacturers to integrate 10BASE-T1 technology into
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the next generation of Multiport Switches. A PHY controller that supports the new 2.5GBASE-
T1 standard is also under development. In addition, the product roadmap includes the integration
of MACsec to protect information security, as well as the XFI/BASE-KR interface that supports
data bandwidth of up to 10Gbps for Ethernet to pair with the higher computing power in the main
chips. These developments aim at meeting the demands of the intelligent networked automotive
market in the next 3 to 5 years.

Regarding Wi-Fi products, in 2022 Wi-Fi 6 replaced Wi-Fi 5 as the mainstream Wi-Fi for the PC
market. Concurrently, related manufacturers have started to plan for the release of Wi-Fi 7. The
upgraded performance and new applications emphasized by this standard are expected to go into
high-end products designed by ODM in 2023. After releasing the second generation Wi-Fi 6 in
2022, Realtek has successfully introduced it to PC customers for mass production to meet the
current market trend. Wi-Fi 6E has also been adopted by various OEM customer projects in 2022,
and is expected to contribute to revenue in 2023. Realtek plans to launch Wi-Fi 7 (802.11be) in
2023, introducing it step-by-step to PC OEM key customers, while entering mass production in
2024.

Compared to previous Wi-Fi, the low latency characteristics of Wi-Fi 6 enable new applications,
such as AR/VR, to better demonstrate the fluent video transmission required by many of these
product applications. European and American companies are the leaders in this field, and Realtek
has been consistently strengthening the customer cooperation, along with placing huge emphasis
on technical development to ensure that high quality products can be introduced smoothly into
mass production.

The printer is another important application for Wi-Fi in the IT market, and even though this
application does not emphasize high transmission rates, customers have begun considering high-
spec Wi-Fi for their future products due to the gradual increase in the overall penetration rate of
Wi-Fi 6. In addition to hardware upgrades to Wi-Fi 6, customers also require additional features
in order to provide end customers with greater convenience of use.

In the high-end TV segment post pandemic, customers seek high-spec Wi-Fi with competitive
prices to support end products with good cost-performance ratios to stimulate the demand. Wi-
Fi specification for low-end TV is also influenced by the market and require upgrading.
Customers can optimize their product portfolios and improve end product pricing by following
Realtek's strategy of continually guiding customers toward higher specifications yielding a good
cost-performance ratio, while simultaneously building technological barriers against market
competition. In 2021, some set-top boxes in the Chinese market were downgraded to models
without Wi-Fi or that required the use of Bluetooth due to insufficient Wi-Fi 5 supply. However,
starting in the third quarter of 2022, major Chinese telecom operators began adding Wi-Fi 6
models to their set-top boxes to gradually upgrade the specifications of existing projects. New
set-top box projects in both Europe and America use mainly Wi-Fi 6 to push for higher Wi-Fi
revenue.

-80-



Wireless surveillance devices (IP CAM), incorporating Al technology and IoT related
applications, still maintain a long-term steady growth trend. Despite fierce competition from
Chinese competitors, Realtek Wi-Fi has advantages in product performance, portfolio
completeness, and brand trust, and will defend its position through appropriate pricing. Realtek
will also seek to advance dual band IoT solutions and improve Wi-Fi specifications, targeting
mid-to-high-end products and differentiating itself from competitors using unique features to
capture different market segments. Outside of China, Realtek aims to gradually replace the
mainstream Wi-Fi 5 2x2 dual band with the timely launch of the new generation Wi-Fi 6 2x2
solution.

For Wi-Fi access point/router integrated products, Realtek's Dual Band Mesh Router solution has
stimulated new market demand through its excellent cost-performance, and in turn created new
growth momentum. With the majority of work shifting to work-from-home (WFH), consumers
are demanding routers with better performance to improve work efficiency at home. This has
driven the strong demand for Wi-Fi 6 routers with superior performance advantages. In 2022,
besides promoting AX1500/AX1800 in more regions, in Q2 Realtek launched high-end solutions
such as AX3000 and tri-band AX5400, and actively developed Wi-Fi 7 to provide customers with
more complete and comprehensive router product solutions.

Realtek has been working on its IoT product line for many years, offering customers a solution
that combines smart control, voice, real-time video, and more. In 2022, the IoT market was first
impacted by Amazon's selling privilege ban, followed by the large-scale lockdown in China,
causing the Chinese market to focus on reducing inventory in the first three quarters. Additionally,
the overall consumer market in Europe and the US experienced a significant slowdown due to
both the war in Ukraine, and inflation, forcing customers to pause the transition towards new
specifications. However, according to third-party market research reports, the overall IoT market
will continue to grow steadily, with smart home devices still accounting for the majority of Wi-
Fi-enabled IoT devices. The smart home is the primary market for Realtek's IoT, and we have a
complete series of IoT products with high integration, ultra-low power consumption, and high
security. Every year, Realtek actively invests in R&D resources to develop new generations of
Wi-Fi and Bluetooth technologies that support the latest IoT alliance standards and enable more
Al applications. In addition to being recognized by top global brand customers in the smart home
market, Realtek is also actively expanding IoT in industrial applications and medical fields,
hoping to bring intelligence to various applications and provide better experiences for end users.
Moreover, Realtek continues to collaborate with IoT-related organizations and leaders, and is a
major partner in the latest IoT standard 'Matter' where Realtek has already released the first-
generation product with major customers. We plan to release more products in 2023, creating a
more complete smart home environment.

Bluetooth is widely built into products such as smartphones, TVs, set-top boxes, and smart
speakers to help individuals and family members connect wirelessly via Bluetooth, so as to enjoy
the convenience and user-friendly experience brought by Bluetooth earphones, sports wristbands,
Bluetooth voice remote controls, and Bluetooth Mesh peripherals. These devices bring more
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convenient entertainment experiences, more user-friendly human-machine interactions, and
faster and more responsive operation feedback.

True Wireless Stereo (TWS) earphones experienced slow growth from 2020 to 2022 due to the
impact caused by the pandemic. Besides the trend of active noise-cancelling (ANC) earphones
that can reduce external noise interference, emerging applications such as Bluetooth wireless
microphones, Bluetooth gaming earphones, and spatial audio headsets provide additional options
for different user groups. Thus, the continuing expansion of the Bluetooth audio application
market is still within our expectation. Capitalizing on the good reputation of the first-generation
Bluetooth solution, Realtek offered a convenient ANC mass production tool to help customers
improve production efficiency, reduce costs, and ensure performance consistency, thereby
gaining recognition from the market and being adopted by multiple well-known international
brands. In 2022, Realtek launched a low-latency Bluetooth gaming earphone solution, and a
Bluetooth calling watch, receiving positive feedback from the market. Realtek continues to play
an important role in promoting Bluetooth audio solutions, working with supply chains and brand
customers to provide consumers with better voice experiences, meet the market's expectations for
the evolution of new features in Bluetooth earphones, and promote market growth, creating a
win-win situation.

Realtek's BLE (Bluetooth Low Energy) series has received recognition among major
international brands for voice-assist remote controllers, assisting the transition of remote
controllers from infrared to Bluetooth, and providing a new generation of smart wristbands with
large color display upgrade in Bluetooth wearable applications, thereby increasing the value and
attractiveness of wearables. In addition, commercial applications of Bluetooth Mesh networks
that support smart voice ecosystems are maturing and supporting the growth of Bluetooth
peripheral products. In the future, with the low power consumption feature of Bluetooth and its
online cloud services, Realtek's Bluetooth solutions will not only be used for personal
entertainment and smart home applications, but will also enter industrial applications such as
smart factories, property management, B2B transportation management, medical, and
automotive. Realtek has also successfully entered the Electronic Shelf Label (ESL) market,
providing customers with a diverse range of cross-domain applications.

Computer Peripheral and Smart Interconnected Products:

At the beginning of 2022, the market generally believed that the overall demand for PCs in 2022
would be similar to that of 2021 and would be supported by the commercial market. However,
the outbreak of the Ukraine-Russia war and China’s Zero-COVID policy in the first half of the
year had a negative impact on the overall economy. The subsequent substantial increase in interest
rates once again hit the consumer market, causing a decline in consumer PC demand, and
inventory levels in sales channels continued to rise. In the second half of the year, companies also
reduced their spending, causing the commercial PC market to further depress, resulting in a 15%
to 20% year-on-year decrease in PC shipments in 2022. Furthermore, geopolitical events have
changed the semiconductor landscape, and the restructuring of the supply chain poses a major
challenge to the entire industry. However, even during this economic downturn and period of
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extreme volatility, Realtek continues to improve and develop new products in preparation for a
market rebound. Building on the success of the neural network AI Audio noise reduction
algorithm that received market recognition in the past two years, Realtek launched Al
beamforming, Al echo cancellation, and Al residual echo cancellation in 2022, comprehensively
improving the user experience of PCs, conference devices, and live broadcast equipment, while
expanding the application field of Al algorithms from conferences to content creators. In response
to the possible specification changes in PC audio interfaces three years from now, Realtek
continues to participate actively in specification definition and plans to create a complete product
portfolio to help the industry and customers smoothly transition to the new specifications.

The pandemic has led to the need for not only quality voice calls, but also more convenient and
clearer video for remote work and distance learning. In response to this, PC brands have upgraded
their commercial models for frequent video conferencing from original HD resolution, to FHD,
or SMP resolution. In addition to improving the resolution of color video devices, many
commercial, and flagship models of PC brands have also upgraded from the original hybrid HD
RGBIR single lens, to the dual sensor dual-lens to support Microsoft Windows 10's built-in face
recognition technology (Windows Hello face authentication). This not only improves the color
visible light image to FHD or SMP resolution, but also supports the 940nm wavelength band that
is less affected by natural IR signal interference, providing users with a better biometric
recognition experience.

In addition to the improvement in pixel quality, Realtek is leading the industry to launch the
Video HDR (VHDR) solution, which eliminates facial shadows generated by backlighting when
using a camera, and overcomes environmental limitations during video use. In the meantime,
Microsoft has also proposed the HPD (Human Presence Detection) whitepaper to provide
specifications for USB cameras for intelligent human-computer interaction and operating system
collaboration, while simultaneously integrating Microsoft's facial recognition technology to
provide users with increased power-saving and intelligent booting. In 2022, Realtek launched a
series of ISP models with HD/FHD/5M resolutions that support dual-lens and Temporal Noise
Reduction (TNR) specifications. In the second half of 2022, Realtek also introduced a USB
camera integrated with edge computing solutions. Through strategic cooperation with major PC
brand customers, Realtek plans to release the HPD solution, which supports SMP, in April 2023.
Driven by our passion to improve pixel/image quality, and intelligent features, we continue to
provide PC camera application solutions that meet customer needs. We not only set the highest
standards for video quality in the PC industry, but also provide consumers with the best user
experience.

In terms of fingerprint recognition MoC (Match on Chip) hardware encryption MCU products,
Realtek's third-generation encryption MCU meets MoC specifications to enter the high-end
consumer fingerprint recognition PC market. In 2022, Realtek obtained approval as a supplier of
Microsoft's fingerprint MCU and was put on the Approved Vendor List. In 2023, in collaboration
with Microsoft's promotion program, Realtek will launch the fourth-generation encryption MCU,
offering greater power efficiency, and providing a built-in hardware algorithm accelerator for
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faster computing. It also supports anti-spoofing and will enter the PC consumer and commercial
models through the differentiating algorithm specifications.

In the field of IP camera single-chip solutions, in 2023, Realtek’s highly integrated Al
surveillance camera single-chip has an exceedingly flexible Image Signal Processor (ISP), along
with a high resolution of 2K/4K. Its high-performance dual-lens video stitching technology,
combined with crystal clear night vision provides full-color noise reduction (3DNR) processing,
meeting the mainstream market's demand trend for clear, far, and wide viewing surveillance
cameras. Realtek’s highly integrated Al surveillance camera single-chip can support various
CMOS image sensors from a host of brands on the market, thus satisfying customers' broad range
of video preferences. This gilt-edged solution is also integrated with AV1 compression
technology, providing high compression performance, low bandwidth video transmission, while
simultaneously integrating NPU to support diverse, self-developed intelligent algorithms
(face/human/vehicle detection, face capture, etc.) and open platforms with the flexibility to access
third-party, or customer-developed algorithms. It also integrates audio and network functions
with diverse peripheral interfaces, providing customers with unique, cost-effective, and highly
integrated solutions for different product applications.

In the consumer electronics audio chip market, Realtek's unique low-power design and software-
hardware combined power-saving solution can effectively extend battery life. Combined with
high-performance audio codec, built-in adaptive boost circuits, high-integration solutions such as
D-class power amplifiers with speaker protection functions and equalizers, it can save external
components for customers and effectively reduce the motherboard's size. In addition to the
smartphone and game console markets, Realtek's low-power audio codec, smart audio power
amplifier, and programmable audio DSP have been introduced to major brands and received high
ratings. In recent years, Realtek has also collaborated with strategic partners to tap into the virtual
reality (VR) and automotive voice market and has achieved results progressively.

Regarding card reader controllers, Realtek launched PCI Express and USB 3.0 multifunctional
integrated card reader products to meet the needs of notebook and desktop computers. The
product integrates both a memory card reader and smart card reader. Realtek is a pioneer in
releasing devices that support the latest SD7.0 memory cards and Intel’s newest energy-saving
products. Besides maintaining a leading market share, Realtek also expects to create new product
applications, while providing greater value for customers.

Products supporting USB 3.0 are gaining popularity, and the demand continues to grow. Realtek's
4-Port USB 3.0 hub products have been adopted by many system manufacturers, and the shipment
of these products is increasing. Realtek is leading the industry in the release of USB 3.1 GEN 2
hubs, many of which are already used by manufacturers on new platforms. Besides faster
transmission and lower power consumption, Such hubs integrate USB Type-C functions to
provide customers with the option of designing more refined products with higher specifications.
Realtek has invested considerable resources in developing 7-port USB 3.2 hubs and new USB4
router products since the beginning of 2022 to expand its application market. The goal is to
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integrate existing technologies and products, to launch updated multifunctional hub products, and
to provide customers with more diverse products.

With the introduction of USB Type-C, Realtek simultaneously released a series of highly
integrated products that reduces overall design costs and refines product features. Manufacturers
have already begun using them in a wide range of applications. Realtek will continue to develop
products with improved specifications. In 2022, our solutions have successfully entered various
PC manufacturers' markets, benefiting from the pandemic. In the future, Realtek will develop
products based on customers' latest requirements to further expand our market share.

As PC applications increasingly focus on low power and security, Realtek is developing a high-
integration low-power embedded controller (EC) chip. This chip will use advanced 32-bit MCUs
and will have ample memory space, providing substantial system resources. Customers can
innovate and develop with more flexibility, and use advanced processes and built-in hardware
encryption engines to achieve power saving and security. With the popularity of the USB Type-
C specification, Realtek's EC combined with USB Type-C chips can provide customers with more
complete power control and data transmission solutions, and are expected to enter mass
production and shipped out in the second half of 2023.

Multimedia Products:

New opportunities for LCD displays mainly come from the demand for high resolution, high
refresh rate, superior color performance, and the latest external display interfaces. Professional
displays with ultra-high resolutions and image quality are focal points of this competitive market.
These include WFHD/QHD/WQHD/UHD, high image quality displays that support high
dynamic range (HDR) or wide color gamut (WCG), and gaming displays that improve fast
response experiences through higher refresh rates. For applications such as notebooks or desktop
computers, Realtek provides DisplayPort to VGA video translator, and DisplayPort to HDMI
video translator, which are widely used by tier-one and tier-two brand customers. Due to the
widespread adoption of USB Type-C as the interface for video, data, and power transmission on
notebooks, phones, and even Apple iPad Pro, the market demand for USB Type-C peripheral
products rose significantly. In 2022, Realtek launched the latest low-power DP 1.4 to HDMI 2.1
video translator, DP 2.1/HDMI 2.1 video hub, and DP 2.1/HDMI 2.1 high-end LCD display
monitor controller to the market, and became the first in the world to obtain VESA DP2.x
certification, once again displaying our commitment towards continuously strengthening market
competitiveness and injecting momentum into the next wave of growth.

With respect to LCD TVs, in addition to meeting the customer needs for mass production, Realtek
continues to develop 8K (7680 x 4320) Smart Connected LCD TV SoCs, supporting UHD
60Hz/120Hz, as well as a new generation of 4K LCD Smart Connected TV SoC integrating
various high dynamic range (HDR) functions. Realtek's TV decoder chip for 8K TV is equipped
with all the necessary related technologies, providing customers with seamless solutions to
upgrade to 8K TVs and giving LCD TV manufacturers more competitive products.
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To meet the high-quality requirements of high-end 4K/8K TVs, Realtek has developed an Al
super-resolution fidelity recovery single chip, which uses a neural network to identify image
scenes and objects, while dynamically and instantly removes the innate noise of the picture,
suppresses distortion, and enhances the original low-resolution images to 4K/8K high-resolution
images. This innovative technology won the 2022 COMPUTEX Taipei 'Golden Award' and ‘Best
Choice of the Year Award'. Due to the pandemic, working from home has become a new trend
over the past two years, and LCD screens not only need to meet office requirements, but also
consumers' demands for multi-functional purposes, such as entertainment. Realtek will provide
SoCs for these emerging intelligent displays to fulfill both consumer needs and demand trends.

(2) The upstream, midstream, and downstream relationships in the industry.
The IC manufacturing industry can be divided into upstream IC design and design services
companies, midstream IC chip manufacturers, and downstream IC packaging and testing
suppliers. IC design firms typically engage in design and sale of their own products or
commissioned designs for other firms. Within the supply chain, they are knowledge intensive.
Before the final product is completed, however, photo mask tooling, wafer fabrication, and
product packaging and testing are needed. Generally, design firms contract external
manufacturers to support these production and manufacturing processes.

3. R&D Development
(1) R&D Expenditure for the Past Two Years

Unit: NTS thousands

R&D
Year Revenues ) Ratio (%)
Expenditures
2021 105,504,286 27,949,765 26.49
2022 111,789,791 30,081,533 26.91

(2) Products Successfully Developed in the Past Year

Communications Network and Connected Media Products:
Ethernet Controller Series
Ethernet PHY Transeiver Series

USB Storage Bridge Controller Series

UHD STB SoC Series

Automotive Ethernet PHY Series

Automotive Ethernet Highly-Integrated Switch Controller Series

Integrated OFDMA Wireless LAN (WLAN) and Bluetooth Network Controller Series
WLAN 802.11ax Dual-Band Access Point/Router SoC Series

Low-Power and Multifunction IoT SoC Series

IoT AI Wireless Network Camera SoC Series

Bluetooth 5.2 LE SoC and Bluetooth 5.2 Audio SoC Series

GNSS (Global Navigation Satellite System) IC Series

-86-



Multi-Port Ethernet PHY Chipset Series

Multi-Port Ethernet Switch Controller Chipset Series
Multi-Port Ethernet Managed Switch Controller Chipset Series
Highly-Integrated PON SOC Series

Multi-Port PSE Controller Series

Computer Peripheral and Smart Interconnect Products:

HD-A Audio Codec Series

USB 2.0 Low-Power Audio Codec Series

Mini DSP (Digital Signal Processor) Series for Voice Input Processing

SoundWire Audio Codec Series

Single-Chip Audio Codec with Power Amplifier Series for Mobile Device

Hi-Fi Audio Codec with DSP Series for Mobile Devices

Mobile Devices High Definition, High Efficiency Class-D Audio Amplifier with Equalizer and
Speaker Protection Series

12S Class-D Amplifier Series

High Voltage Class-D Audio Amplifier Series

SoundWire Class-D Audio Amplifier Series

Embedded USB Interface Image Signal Processor Chip with Edge Al Engine Series
USB2.0 Fingerprint Controller Series

Highly-Integrated SMP Edge AI IP Camera SoC Series

USB 3.0 Card Reader Controller Supporting Intel NB Power Saving Specification Series
PCle Card Reader IC Supporting SD 8.0 for Series Notebook Computers

4-Port USB 3.2 Gen 2 Hub Controller Series

7-Port USB 3.2 Gen 2 Hub Controller Series

Multimedia Products:

Integrated High Resolution Gaming LCD Controller Series
Integrated LCD Controller Series

DisplayPort Video Translator Series

DisplayPort MST Hub Controller Series

High-End Smart Connected LCD TV SoC Series
Intelligent Display SoC Series

8K LCD TV Video Decoder and Processing Chip Series
Super Resolution Image Enhancement SoC Series

4 ~ Long-Term and Short-Term Business Development Plan

(1) Short-term Business Development Plan:

1.

ii.

1il.

Continue to use the Company’s innovation framework to lower chip capital costs, in order
to ensure competitive prices and raise profit margins.

In addition to maintaining current market share, expand overall market share through new
product launches and providing various sales combinations and distribution strategies.

In accordance with the needs of major customers, assist in integrating product logistics
support systems and provide the best marketing services to win customer trust and meet
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customer needs.
v. Participate in international exhibitions and product evaluation conferences to increase the

exposure of new products and show off product quality.

(2) Long-term Business Development Plan

1. Participate in formulating and promoting international standards to acquire related product
and technical information in advance, thus accelerating Time-to-Market. Participating in
the evaluation and selection of the test platforms for the standard organizations to make
Realtek an industry benchmark in interoperability testing.

1l For high market share products, in addition to stabilizing market share and ensuring good
quality, establish a global service and technology network. For products with lower market
share, actively develop new customers and expand new markets and marketing channels

to meet the goal of increasing overall market share.

1ii.  Hold product launch events and technical seminars regularly in response to regional
market needs, or establish relationships directly with brand owners and discuss their
future product needs to strengthen customer relationships.
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II. Marketplace and Production Overview
1. Market Analysis

(1) Major Product Sales Regions
Unit: NTS$ thousands

2021 2022
Sales Region Sales Amount Percentage| Sales Amount | Percentage
Taiwan 48,015,150 45.51% 48,934,459 43.77%
Asia 56,984,374 54.01% 61,794,824 55.28%
Other 504,762 0.48% 1,060,508 0.95%
Total 105,504,286 100.00% 111,789,791 100.00%

(2) Market Share
Realtek is one of the world's leading IC suppliers, designing and developing a variety of IC
products in wired and wireless communication networks, computer peripheral IC products, and
multimedia applications. According to Digitimes, Realtek ranked 7th worldwide in terms of
revenue among global IC design companies in 2022.

(3) Future Market Supply and Demand and Growth Characteristics

In the post-pandemic era, people rely more on the Internet of Things (IoT) and cloud services
due to changes in lifestyle and work patterns. Many electronic products, home appliances, and
even vehicles have a strong demand for both wired and wireless network solutions, including
broadband products such as IP-STB, Cable Modem, and PON, as well as consumer electronics
such as game consoles, smart TVs, printers, refrigerators, air conditioners, voice-controlled smart
speakers, IP cameras, cleaning robots, drones, projectors, consumer or industrial robots,
industrial control, and even cars with built-in Ethernet, Wi-Fi, or Bluetooth. With more and more
devices connected wirelessly, combined with the popularity of smartphones and cloud services,
mixed applications such as IoT and artificial intelligence will be an important driving force for
the next wave of Wi-Fi and Bluetooth growth. At the same time, the improvement in wireless
connection speed is driving the upgrade of wired networks and broadband. The era of Multi-GbE
networks has arrived. Wi-Fi 6 wireless access point/router equipped with WAN and LAN ports,
PON optical network, TV cable modem network user, telephone DSL subscriber, 5G CPE,
network storage devices (NAS), gaming and commercial PCs, expansion network cards, and
USB-to-Ethernet accessories have all been upgraded to 2.5Gbps Ethernet networks or higher
speed Ethernet. Another growth driver for the Ethernet market comes from the internet of
vehicles, where trends in autonomous vehicles and electric cars have led to a significant increase
in vehicle data streams, and environmentally friendly initiatives that emphasize weight reduction
and energy savings, making Ethernet the backbone network inside the cars.

The demand for OTT set-top boxes and network operator set-top boxes is expected to continue

to rise in the future. At the same time, with the growth of UHD TV and the popularization of new
generation UHD HDR audio and video content, and the rapid growth in demand for high-speed
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networking such as Wi-Fi 5, Wi-Fi 6, and even Wi-Fi 7, coupled with the integration of smart
homes and the demand for voice-controlled intelligence, the market demand for high-speed
wireless connectivity and edge computing intelligence is growing rapidly. In addition, the
operator market is shifting towards an open streaming media ecosystem, driving the growth of
IP set-top box chip demand. Realtek will develop highly integrated and cost-effective multimedia
controllers with new functions, combined with Realtek's network communication chips, to
provide customers with total solutions that combine software and hardware advantages, helping
customers seize business opportunities.

IP cameras are an important part of the IoT. When combined with remote or mobile access,
artificial intelligence (AI) such as facial and gesture recognition, Al edge computing, voice and
speech recognition, as well as new generation H.265 codec, 360-degree camera, and 3D video
techniques, the products are becoming more versatile in applications. In addition to traditional
security surveillance, emerging applications such as Al optical recognition, unmanned stores,
delivery, and warehousing systems required by Industry 4.0 are all extremely promising.

In recent years, the requirements for voice in PC products have shifted from acoustic frameworks
to utilizing voice to achieve various humane-friendly applications. In addition to continuously
developing existing voice recognition, voice wake-up, and noise reduction technologies, Realtek
has also incorporated deep learning techniques to create a good user experience in voice
applications, enabling users to enjoy convenient voice control whether at work or in daily life,
while simultaneously creating the best integrated solution for voice and sound quality in the new
generation of computer products. Realtek has also developed an audio codec that integrates a
power amplifier. In addition to integrating a built-in adaptive boost circuit with a low-power
design, the power amplifier also includes related designs that help customers save external
components, allowing the new generation of ICs to support a high-voltage (+9V) Class D power
amplifier with a protection function. In response to the development of gaming PCs and the
pursuit of exceptional sound quality such as Hi-Fi Audio (32bits/384KHz Sample Rate), audio
technology development will continue to integrate existing software and hardware advantages to
provide customers with the best options for lightweight PC and Hi-Fi audio applications.

The growth opportunities in the LCD monitor market come from new specifications and interface
technologies, such as 4K2K, USB Type-C, HDMI 2.1, DP 2.1, HDR, WCG, high frame rate
gaming models, etc. Reducing the overall cost and minimizing power consumption are also key
development directions. For the 2023 notebook/desktop computer market, the trend of using
digital interfaces for video interface connectors remains unchanged, driving the market demand
for DisplayPort to HDMI 2.0 interface controllers, high-end DisplayPort to HDMI 2.1 interface
controllers, external USB Type-C video converters, and DisplayPort MST hub controllers.

According to market research stastistics by Omdia, the global shipment of LCD TVs in 2022
was estimated to be only 202 million units, a year-over-year decrease of 4.8%. In 2023, due to
overall macroeconomic uncertainty, the outlook is conservative. UHD/HDR TVs and smart
TVs have become the mainstream products in the market, and the demand for the new 8K TV
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standard is expected to gradually grow as panel component costs decline. Google, which
dominates the Android TV version of end-point devices, is now more actively promoting new
Google TV devices in order to attract more OEMs. Over the long-term, growth in the global
LCD television market will continue, and Realtek will continue to actively promote the main

markets and provide customers with comprehensive solutions.

(4) Competitive Strengths

1.

11.

iil.

1v.

Advanced core technology: Realtek has excellent radio frequency (RF), analog and mixed-
signal circuit design capabilities, IC manufacturing knowledge, system technology, and
the mix and match of intellectual property rights to enhance product performance and
production yield, thus reducing costs and enhancing product value.

Strong customer base: Realtek's customer base includes leading manufacturers of PCs,
motherboard, network system, consumer electronics, and multimedia products. By
providing customers with high-value, high-performance, and excellent economic benefits
solutions, Realtek endeavors to establish long-term cooperative relationships with
customers.

Excellent cost-benefit returns and customer-oriented products: Realtek also specializes at
developing cost-effective products and combines chip and system design to provide
customers with high-value system integration solutions, and assist customers in quickly
launching new products to market.

Experienced R&D and management teams: Realtek's R&D and management teams have
extensive experience in the semiconductor industry, and attract excellent technical and
management talents to join with an excellent workplace environment and corporate culture.

(5) Future Advantageous and Disadvantageous Factors:

L.

il.

1il.

Advantageous Factors:
(a) Leading its domestic industry, Realtek has launched a range of communication
network, computer peripherals, and multimedia IC products that are competitively priced.
Realtek continues to establish advanced core technologies that improve product yield,
reduce production costs, and enhance product value.
(b) Realtek maintains good partnerships with wafer foundries, which ensures stable supply
of raw materials and cost control.
(c) Realtek actively collaborates with customers to provide the best marketing services,
thus establishing a solid customer base.
(d) Experienced R&D and management teams with decision-making authority combined
with a corporate culture of mutual support attract talented technical staff.

Disadvantages:

Due to fierce market competition and short product life-cycle, failing to timely introduce
new products could cause the company to lose market share, thereby affecting profits
Countermeasures:

(a) Proactively invest in new product development and timely introduce new products to
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seize market opportunities.

(b) Proactively improve existing products by increasing yield and performance to
reduce costs or enhance product value.

(c) Achieve win-win through comprehensive product services or joint development of
new products with customers.

Main Applications for Major Products and Production Process
(1) Main Applications
1. Communication network products: routers, switches, home gateways, OTT boxes,
wireless network application products, smart-home appliances, game consoles, security
surveillance cameras, etc.

il. Computer peripheral products: desktop computers, notebook computers, card readers,
etc.

1ii. Consumer electronics products: GPS, mobile electronic devices, mobile phones, tablet
computers, etc.

iv. Multimedia products: LCD monitors, multimedia video translators, smart HD TVs, etc.

v. Automotive products: automotive Ethernet, etc.

(2) Production Process
Realtek's main products are designed and commissioned to wafer foundries for production. After
the completed wafers are tested, they are sent to an assembly house for packaging. Packaged
products then go through final testing.

Supply Status of Key Raw Materials

The main raw material of the company is wafers, and the main suppliers include Taiwan
Semiconductor Manufacturing Company, United Microelectronics Corporation, and other
professional wafer foundries and Outsourced Semiconductor Assembly and Test (OSAT) companies
with a high level of quality as well as process, assembly, and test capabilities. In 2022, the
semiconductor industry faced inventory adjustment challenges due to the impact of the pandemic,
war, and macroeconomic factors. To ensure long-term supply stability, Realtek actively deepens its
partnerships with wafer foundries and OSAT while securing a stable mid- and long-term supply plan.
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5. Production Volume and Value in the Past Two Years

Unit: NT$ thousands
Year
Quantity 2021 2022
&
Value
Major Product Capacity | Output Value | Capacity | Output Value
IC. | 3,288,848 56,806,629 —| 2,387,388| 57,609,463
(thousand pieces)
Total | 3,288,848 56,806,629 —| 2,387,388| 57,609,463

6. Sales Volume and Value in the Past Two Years

Unit: NT$ thousands

Year

Quantity 2021 2022
&
Domestic Export Domestic Export
Major Product Quantity Sales Quantity Sales Quantity Sales Quantity Sales
IC ) 1,529,042 49,438,669| 1,699,054 60,983,436 1,116,705| 50,326,482 1,258,140 65,925,225
(thousand pieces)
Others 161,309 180,181 154,355 233,056
Total 1,529,042| 49,599,978| 1,699,054 61,163,617|1,116,705| 50,480,837| 1,258,140 66,158,281

Note: Sales volume and value as shown above has not deducted sales returns and allowances.
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I[I1. Employees

Employee breakdown over the past two calendar years and up until the date of the
Report’s publication

As of March 31
Y 202 2021 ’
ear 020 0 2022
R h and
escarchi an 5,655 6,025 6,096
Development
Num Administration and 575 50 50
ber |Sales
Production and Testing 212 211 207
Total 6,442 6,828 6,895
Average Age 35.49 35.73 35.98
Average Years of Service 6.42 6.70 6.81
Ph.D./Master’s 71.02% 72.02% 72.35%
Educ [University/Coll
N R 26.73% 26.00% 25.66%
ation Degree
High School/Vocational
B Se100T Y Ocatona 2.25% 1.98% 1.99%
High School Degree

Note: Data are based on the Company’s consolidated statements, including employees of the Company and its subsidiaries.
IV. Environmental Expenses

1. The Company did not incur any losses, penalties or liabilities due to environmental pollution during
the previous calendar year or up until the date of the Report’s publication.

2. The Company passed ISO 14001 Environmental Management Systems certification on September
22,2006. The ISO 14001 certificate is valid (2020/10/12-2023/10/12).

V. Labor Relations

1. Summary of the Company’s employee benefits, continuing education, training, pension plan and

implementation results, as well as labor agreements and measures to uphold employee rights.

(1) Wages and Benefits
1. Performance appraisal twice a year for promotion/salary adjustment/bonus.
ii.  R&D and patent application training and patent bonuses.
iii.  Library of renowned domestic and foreign journals, papers and books, and guidance
and incentive bonus system for publication.
iv.  R&D project participation based on professional suitability and personal choices.
v.  Incentive system for the ‘Stimulus for Employee Brain Power Sharing Program’.
vi.  Dual track career development to decide on going for R&D management based on ability
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and interest.

vii. Bonus and dividend system based on performance appraisal and comprehensive

evaluation of R&D investment.

viii. Highly competitive salary and fringe benefit system.

1X.

xi.

Profit sharing with the Company through salary adjustment, year-end bonus, and
employee dividends based on personal performance.

New Year's Day and birthday gift vouchers, as well as a cafeteria benefit plan by the
Welfare Committee.

Paid annual health check-up to assist employees in implementing self-health care
management.

xii. Major holiday bonuses, as well as wedding and funeral subsidies.

xiii. Professional and diverse intellectual lectures, club activities, ball games, and

competition interactions held by the Employee Welfare Committee.

xiv. Employee Assistance Program providing psychological counseling, legal counseling,

and stress relief massage services.

xv. Employee restaurants, cafes, and convenience stores for diversified dining services at a

discount.

xvi. Employee group insurance to strengthen the work and life protection in addition to

labor insurance and national health insurance.

xvii. Realtek gymnasium for exercise, reading, games, and health management.

(2) Realtek Educational Training, and Development

Talent is a key requirement for building intellectual power, blazing competitive new trails, and

fostering sustainable operations. The Company’s greatest assets in these pursuits are the
professionals of various fields who compose its workforce. In order to sustain competitiveness

and develop new talent, the Company founded the Realtek Corporate University, which offers

classes covering topics such as professional R&D, leadership development, organizational
operations, and spontaneous learning. This initiative is part of the comprehensive education and
training plans the Company offers to help all employees raise their capabilities to new heights.

ii.

1il.

1v.

New Employee Training Camps

Orientation for new employees focuses on teamwork, innovation and vitality to help new
team members quickly adapt to the Company’s corporate lifestyle and culture.

Professional R&D Training

Each year the Company holds more than 260 education and training courses for new R&D
staff to quickly raise their professional capabilities. It invites R&D experts from Taiwan and
overseas to share their knowledge and techniques. Employees can also join fully subsidized
external training courses.

Management and Leadership Training

Besides providing management training to employees based on their rank and role, the
Company fully subsidizes training classes for employees at external institutions.

Self-Study and Development

The Company offers open, diverse study environments and contents. It maintains awareness
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of employees’ learning and development while taking into account their professional needs
and lifestyle aspirations. Diversity, timeliness, and convenience are distinguishing features
of our planning.
v. Tailored Professional Development Plans
A combination of traditional and on-line classes offers flexible professional development
plans tailored to the specific needs of every employee. Raising the R&D capabilities of each
individual and team gives the Company a workforce with diverse professional knowledge.

(3) Pension System
The Company established pension plans and created a Supervisory Committee of Labor
Retirement Reserve to manage pension payments for regular employees in accordance with the
‘Labor Standards Act’. From 1995, it appropriated labor pension reserve funds each month
based on pension actuarial evaluations. From July 1, 2005, it utilized a defined contribution
system for employees who are ROC nationals in accordance with the ‘Labor Pension Act’. At
least 6% of the worker’s monthly wages are paid into his or her Individual Account of Labor
Pension at the Bureau of Labor Insurance. Employees receive monthly retirement payments
calculated based upon their individual account balance and other factors, or claim their
pension in a lump-sum payment.

(4) Labor Agreements and Upholding Worker Rights

1. The Company’s intranet offers a forum that gives employees immediate access to
management.

ii.  The Company holds worker-employer meetings as a positive mechanism for
communication.

iii.  The Company set up two-way communication channel (CEO mailbox) for employees to
offer their opinions to management.

iv.  Atregular departmental/unit meetings, employees can voice their opinions on problems.

v.  The Company has a sexual harassment prevention hotline and a prevention plan against
unlawful violation to provide a safe work environment that puts employees’ minds at
ease.

vi.  The Company has an Employee Care and Consultation Center to provide individual or
team consultation services.

vii.  The Occupational Safety and Health Center is responsible for matters related to safe
workplaces and health promotion.

2. The Company did not incur any losses due to labor disputes during the past calendar year and up until the
date of publication of this Report.

VI. Cyber security management
(I) Cyber security risk management framework, cyber security policies, concrete
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management programs, and investments in resources for cyber security management.

‘Information security is everyone's responsibility’. In order to protect the security of information assets,
including personnel, equipment, systems, information, raw data, and networks, etc., from disclosure,
destruction, or loss by external threats or internal personnel abnormal operations, we ensure continuous
improvement of risk management, continuous strengthening of governance strategies, personnel training,
assessment and review, and information security. Our vision is to create a solid, secure, and reliable
enterprise digital environment, and provide a solid foundation for the sustainable operation of said enterprise.
The following describes the specific requirements:

Governance Strategy

In order to implement and improve information security, the company formed an Information Security
Steering Committee (hereafter referred to as the ISSC). The chairman of the ISSC is the Chief Information
Security Officer (CISO) of company. The first-level supervisors of each unit are ex-officio members. A
regular ISSC meeting is held every year, and report to board of directors regularly. The mission of the ISSC
is to formulate security policies, comprehensively review and supervise the execution of security policies,
continuously improve the capabilities of information security protection, and reduce information security
risks. The meeting minutes are required to be submitted to the board of directors, and the main items are
listed in the company's annual report.

Information Security Organization

The Company has set up a Cyber Security Center (CSC), with the chief information security officer (CISO)
as the supervisor. There are four teams under the CISO’s jurisdiction: the product development information
security division, the industrial network security division, the IT/OT information security division, and the
information security education and training team. The responsibilities of CSC includes to formulate policies
of the Realtek group’s information security, to promote security policies and review of effectiveness of
information security objectives, to coordinate cross-functional information security issues, to audit
information security of primary and secondary information security units/departments/product lines, to
manage various information security certification projects, to coordinate the response to large-scale
emergencies, and to audit information security of supply chains and other work.

The ISSC refers to the product development security and network security committee, industrial network
data security review committee, IT security resources and technology committee, audits committee, and the
defect review and improvement committee. It provides cross-function information security notices, is
responsible for security policy review, and promotes information security management.

Employee Training

The information security awareness of enterprise members is the cornerstone of company information
security. Over the years, through internal training, members of all functions have become familiar with
security related courses. In order to improve the information security DNA, Realtek encourages employees
to take the necessary security certification exams, and gives priority to recruiting new personnel who pass
the certification exams. An online education system has also been introduced to enable corporate members
to more efficiently learn the required security courses. The system also provides unit testing to aid learning.
The visibility of high-level managers to the training results is greatly improved by quantifying the learning
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results, and integrated reports are automatically generated by the system. This enables easy integration of
the learning achievements into the KPI assessment standards.

Assessment & Review

The core of information security management is risk management. In order to construct an intelligent, real-
time information security management system, Realtek collects and examines network data flow for anomaly
detection and pattern analysis, software updates, and other information gathered by the hardware and
software systems of network equipment. Through automation, visualization, and quantifiable control
systems, it lays a solid foundation for standard operating procedures for early warning, continuous
monitoring, notification of contingency, and assistance with improvement. This system can fully provide
required information for event analysis before, during, and after the event.

For accurate quantification, all incidents are marked with severity levels and corresponding scores, and event
points will trigger the intelligent system to take action. Relevant personnel are notified in real time and
automatically log in to the incident management system. The managers can handle the system from multiple
angles through the security management system, which can be used as the basis for future evaluation and
assessment of security risks.

Information Security Policy

Security threats are ubiquitous, with countless Internet viruses, Trojan horses, spyware, ransomware,
blocking attacks, social engineering, and more. In recent years, due to the rapid development of network
connections and bandwidth, coupled with the explosive amount of encrypted data transmission, the huge
information flow has prompted the information security system to combine the security framework and
corresponding measures to be more effective in providing complete and comprehensive security protection.

a. Front-end users: Front-end users must comply with the security policy, operating system regulations,
and domain policy defined by company. Front-end users also need to execute computer system
updates to effectively block computer viruses, Trojan horses, and malicious programs, providing the
first line of Security protection.

b. Enterprise data center: Enterprise data centers must adopt new generation firewalls to filter encrypted
data effectively and instantly, and manage traffic by application type. The firewalls also have to
provide the necessary information for the security management system to facilitate automated
analysis.

c. Centralization of confidential information: Important confidential information of the company should
be stored centralized in specific areas. The latest information security technology should be
integrated to manage and monitor access to confidential information. In cases where the confidential
information has to be stored out of the specific area, attention should be paid to the protection and
management of the access and delivery of the data.

d. Data backup management: Adopt advanced backup system to carry out full backup, incremental
backup, off-site, and offline backup for important data according to various timing and management
plans. All off-line and off-site backups should be encrypted, and regularly restored to ensure their
recoverability.

e. Information Security Management System: Information Security Management System (ISMS)
integrates the massive network traffic information of the enterprise, various antivirus systems, anti-
hacking systems, and other system logs. The system logs of irregular health check scanning and
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penetration testing are processed by big data analysis system. The results are classified and presented
to different management members according to different aspects to achieve the goals of information
classification, risk classification, and management stratification. Therefore, Realtek can reduce the
impact of security threats on corporate operations.

Information Security Risks & Countermeasures
In order to improve the protection capability of information security, Realtek identified information
security risks, individually proposed countermeasures, and regularly reviewed their effectiveness.

Identified Explanation of Response Measure Performance
Information Security | Impact Assessment Management

Risks

Personal computer Prevent the deliberate Changing the personal Regular changing of the

account and password
security

theft of trade secrets

computer boot (and e-
mail) password regularly.

password and requiring
password of a certain
strength.

Information security

Requests to access
information systems must
go through a formal
application process and
are logged.

An authorization
application access was
established for work-
related information.

Electronic application for
permission by the
applicant’s supervisor and
the competent unit.

Computer virus protection

Computer viruses are
constantly evolving and
ransom-ware is difficult
to guard against.

The Virus definition files
are regularly updated and
pushed out to personal
computers by the system
automatically.

Improve the security of
information on personal
computers.

Network administration
safety

Maintain the firewall to
protect against malicious
attacks.

Update firmware and
backup configuration
regularly.

Improve the quality of
data transmission through
the network.

Safety of external
network access

Prevent and redirect
access to malicious
domains and IP addresses,
restrict improper data
transfers by malware,
network phishing, and
Command & Control
(C&C) of zombie
networks.

Adopt Enterprise Threat
Protector (ETP)
mechanism.

Strengthen access security
for external networks.

(IT) Losses suffered by the company in the most recent fiscal year and up to the annual report publication date due

to significant cyber security incidents, the possible impacts therefrom, and measures being or to be taken: None
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VIL. Significant Agreements

Agreement | Signatory Contract Validity Summary Limitations
Type
Rental Hsinchu Sep, 2003~Dec, 2022 |The lessee shall  |The site must be used to
Agreements |Science Park|Mar, 2014~Dec, 2027 |build a factory, |build a factory,
4 Ttems Bureau Sep, 2019~Dec, 2038 |warehouse, or warehouse, or laboratory,

Feb, 2020~Dec, 2039 (laboratory or use |or to conduct business-
the site for storage|related tasks such as

and delivery, storage and delivery,
loading and loading and unloading,
unloading, packaging, or repairs and
packaging, or maintenance.

repairs and

maintenance.
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Financial Status, Operating Results and Status of Risk

Management

I. Financial Status

Unit: NT$ thousands

tem Year 2022 2021 Changes | % of Changes

Current Assets 95,491,681 86,245,402 9,246,279 10.72%
Non-current assets 18,208,846 14,986,511 3,222,335 21.50%
Total assets 113,700,527/ ~ 101,231,913 12,468,614 12.32%
Current liabilities 62,544,727 58,820,923 3,723,804 6.33%
Non-current liabilities 4,392,850 3,458,666 934,184 27.01%
Total Liabilities 66,937,577 62,279,589 4,657,988 7.48%
Share capital 5,128,636 5,106,849 21,787 0.43%
Capital surplus 1,045,147 1,101,079 (55,932) -5.08%
Retained earnings 37,893,274 34,510,813 3,382,461 9.80%
Other equity 2,686,175 (1,776,090) 4,462,265 251.24%
Non-controlling interest 9,718 9,673 45 0.47%
Total Equity 46,762,950 38,952,324 7,810,626 20.05%

Analysis of Changes equal to or over 20%
1. Increase in Non-current assets: Mainly due to increase in other non-current assets and

acquisition of property, plant and equipment.

2. Increase in Non-current liabilities: Mainly due to increase in long-term loans.
3. Increase in other equity: Mainly due to increase in financial statements translation
differences of foreign operations.
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II. Operational Results

Unit: NT$ thousands

Year

[tem 2022 2021 Changes % of Changes
Operating revenue 111,789,791 105,504,286 6,285,505 5.96%
Operating costs (57,154,955) (52,315,883) (4,839,072) 9.25%
Gross profit 54,634,836 53,188,403 1,446,433 2729,
Operating expenses (38,910,838) (35,863,507) (3,047,331) 8.50%
Operating income 15,723,998 17,324,896 (1,600,898) 29.24%
Non-operating income and 1,197,861 249,826 948,035 379.48%

expenses

Profit before income tax, net 16,921,859 17,574,722 (652,863) 3.71%
Income tax expense (717,715) (721,911) 4,196 20.58%
Net income for the year 16,204,144 16,852,811 (648,667) 3.85%

Analysis of Changes equal to or over 20%
1. Increase in non-operating income and expenses: Mainly due to increase in interest income
and foreign currency exchange gain.

-104-



II1. Cash Flow

1. Analysis of the Change in Cash Flow in 2022

Unit: NT$ thousands

The Net Cash Net Cash Used Remedy for Cash Shortage
beginning (Provided by in Investing and | The end of Cash ) )

. . ) Investment Financial
of Cash Operating Financing Balance (1)+(2)-(3) lan levera lan
Balance (1) |Activities (2)  |Activities (3) P everagep

7,197,351 19,058,169 12,501,485 13,754,035 — —

Analysis of the Change in Cash Flow:

(1) Operating activities: Net cash inflow is mainly due to increase in operating profit.
(2) Investing activities: Net cash outflow is mainly due to acquisition of property, plant and equipment

and intangible assets

(3) Financing activities: Net cash outflow is mainly due to distribution of cash dividends.

2. Cash Flow Projection for Next Year: Not applicable.

IV. Impact on Financial and Business associated with Major Capital Expenditures in recent

years: None.

V. Investment Policies in recent years, the reasons for losses and plans to improve for next

year:

Our investment policies are based on strategic investments. The investment losses accounted for under
the equity method in 2022 was approximately NT$20,723 thousand. We will continuously focus on
strategic investment and prudently evaluate investment plans in the future.
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VI. Risk Items

1.

The effect upon the profits (or losses) of interest and exchange rate fluctuations and changes in the
inflation rate, and response measures to be taken in the future.

Our exposure to interest rate risks arises from time deposits, short-term loans and long-term loans with
floating rates, which are not significant and are normally incurred to support our operating activities.
The Realtek Group is a multinational group in the Electronics industry. Currently, the majority of our
revenues are denominated in USD. Our operating expenses are incurred in several currencies, primarily
in USD, NTD, and RMB. After offsetting assets and liabilities between the currencies, the natural hedge
is used to reduce the foreign exchange risk. Inflation risk does not have a significant impact on the

results of our operating activities.

The policy regarding high-risk investments, highly leveraged investments, loans to other parties,
endorsements and guarantees, and derivatives transactions, the main reasons for the profits/losses
generated thereby, and response measures to be taken in the future:

The Realtek Group adopts a conservative investment policy and does not engage in high-risk
investments or highly leveraged investments.

The Realtek Group has formulated its procedures for Loaning Funds to Others, Procedures for
Endorsements and Guarantees, and Procedures for Financial Derivatives Transactions in compliance
with these Regulations. These procedures are aimed at improving operational performance and

reducing financial risk.

Future R&D plans and expected R&D spending:

We will continuously research in chips regarding the area of communication networks, computer
peripherals, multimedia, connected media and smart interconnect. In addition, we will actively recruit
outstanding R&D talents and invest in the best R&D resources and develop key technologies or obtain
necessary licensed technology. The expected R&D spending for next year will be approximately
NT$295 billion.

Impact on finance and business associated with changes in domestic and foreign regulations and laws,
and corresponding reactions: None.

Impact on finance and business associated with new technology and industry changes, and
corresponding reactions:

We pay attention to the trend of future technology at all times. We not only focus on the timely
launch new products, but also continuously enhance product functions and technical specifications in
line with market trends and customer needs in order to strength our competitiveness and increase our
market share.

Impact on Company’s crisis management associated with changes in corporate image, and
corresponding reactions:

Our corporate culture is ‘self-confidence and trust in people’. Integrity is the central core of our
corporate culture. We will maintain our good standing according to our corporate culture.
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7. Risks and expected benefits associated with mergers and acquisitions, and corresponding reactions:
None.

8. Risks and expected benefits associated with facility expansion, and corresponding reactions:
In order to meet the needs of future growth and operating development, we will assess the demand
of plant expansion with its associated benefits and risks, then take necessary actions to achieve the
company's operational goals.

9. Risks associated with Purchase and sales Concentration and corresponding reactions:
The Company’s raw material is wafer. We have maintained a good cooperative relationship with
foundries. For wafer purchases, we have not concentrated on a single foundry. Moreover, we also
have not concentrated on a single customer and the collection period is implemented in accordance
with company policies and there is no abnormal situation.

10. Impact and risks to the Company associated with significant transfer of shares by the Company’s
Directors and major Shareholders who own 10% or more of the Company’s outstanding shares, and
corresponding reactions: None.

11. Impact to the Company associated with change in management, and corresponding reactions: None.

12. Litigious and non-litigious matters:
The company is currently in major litigation, non-litigation, or administrative disputes:

(1) In 2020, Divx, LLC brought actions for patent infringement in United States International Trade
Commission (“ITC”) and United States District Court of Delaware against the Company’s IC products.
On July 4, 2021, DivX terminated the investigation against the Company in ITC.

(2) In 2020, KONINKLIJKE PHILIPS N.V. and PHILIPS NORTH AMERICA LLC brought actions
for patent infringement in United States International Trade Commission (“ITC”) and United States
District Court of Delaware against the Company’s IC products. On March 23, 2022, ITC issued the
final determination finding non-infringement for the accused Company’s IC products and non-
existence of the required domestic industry.

(3) Future Link Systems, LLC brought actions for patent infringement in United States International Trade
Commission (“ITC”) and United States District Court for the Western District of Texas against the Company’s
IC products. Due to the Plaintiff/ Complainant’s withdrawal of its patent infringement complaints, the patent
infringement cases have been terminated.

(4) BANDSPEED, LLC brought an action for patent infringement in United States District Court for the Western
District of Texas against the Company’s IC products. The case is still pending, and the Company is unable to

reliably determine the outcome of the case.

(5) Advanced Micro Devices, Inc./ ATI Technologies ULC brought an action for patent infringement
in United States International Trade Commission (“ITC”) and United States District Court for the
Eastern District of Texas against the Company’s IC products. The case is still pending, and the
Company is unable to reliably determine the outcome of the case.

-107-



(6) American Patent LLC brought an action for patent infringement in United States District Court for
the Eastern District of Texas against the Company’s IC products. The case is still pending, and the
Company is unable to reliably determine the outcome of the case.

13. Other important risks and measures: None

VII. Other Material Events: None.
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2. Affiliated Entities Consolidated Financial Statements:
The entities included in the consolidated financial statements are the same as the entities pursuant to
the financial accounting standards to be included in the consolidated financial statements of the Parent
Company. Therefore, please refer to consolidated financial reports for consolidated financial
statement of affiliated entities.

II. Significant events with impact on shareholders’ rights or stock price regulated in Article
36-3-2 of the Securities and Exchange Act happened during last year to the date of the
annual report printed: None

[I. Acquisition or disposal of Realtek shares by subsidiaries during last year to the date of
the annual report printed: None

IV. Issuance of private placement securities: None

V. Other Necessary Supplements: None
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Financial Information

I. Condensed balance sheet and Statement of Comprehensive Income, independent auditor’s

name and audit opinion in the recent five years

1. Condensed Balance Sheet

1.1. Condensed Consolidated Balance Sheet (Notel)

Unit: NT$ thousands

Ttem Year| 2018 2019 2020 2021 2022
Current assets 51,153,278| 64,289,591| 66,811,913| 86,245,402 95,491,681
Property, plant and equipment 3,316,578| 3,446,162| 4,448,532 6,302,938 7,556,636
Right-of-use assets | 1,403245| 1,647,241 1,587,910 1,537,328
Intangible assets 1,686,249 1,952,960| 2,067,324 2,231,694| 2,413,195
Other non-current assets 50,169 61,646 49,319 734,651 2,283,237
Total assets 58,252,314| 73,431,830| 78,095,917|101,231,913( 113,700,527
Current liabilities Before distribution | 32,502,254| 43,970,187| 46,128,894 58,820,923| 62,544,727
After distribution | 36,058,922| 49,168,236| 53,278,483| 71,676,903| (Note)
Non-current liabilities 1,103,161 2,232,959 2,498277| 3,458,666 4,392,850
Total liabilities Before distribution | 33,603,415| 46,203,146| 48,627,171| 62,279,589 66,937,577
After distribution | 37,162,083| 51,401,195| 55,776,760| 75,135,569] (Note)
Equity attributable to owners of the parent
company 24,637,292 27,218,985 29,459,081 38,942,651| 46,753,232
Share capital 5,080,955/ 5,080,955| 5,106,849| 5,106,849| 5,128,636
Capital surplus 3,236,659| 2,736,854| 2,122,008 1,101,079 1,045,147
Retained carnings Before distribution | 15,917,714 19,618,212| 23,786,273 34,510,813 37,893,274
After distribution | 12,869,141| 15,022,048 17,658,054/ 21,689,222| (Note)
Other equity interest 401,964 (217,036)| (1,556,049)| (1,776,090)| 2,686,175
Treasury shares _ _ _ _ _
Non-controlling interest 9,607 9,699 9,665 9,673 9,718
Total Equity Before distribution | 24,646,899| 27,228,684| 29,468,746 38,952,324| 46,762,950
After distribution | 21,090,457| 22,030,635 22,319,157 26,096,344] (Note)

Note : Pending on approval of shareholders at Annual General Shareholders’ Meeting.
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1.2. Condensed Balance Sheet — Parent Company

Unit: NT$ thousands

Item Year 2018 2019 2020 2021 2022
Current assets 13,962,708 22,953,769 21,247,908| 32,551,097| 28,362,371
Property, plant and equipment 2,863,756| 3,019,258| 4,027,004| 5,891,478 7,133,169
Right-of-use assets -l 1,091,607 1,390,104| 1,357,716 1,331,689
Intangible assets 1,160,549 1,652,722| 1,955,629 2,143,811 2,353,616
Other non-current assets 14,444 46,151 34,805 719,802 2,262,850
Total assets 53,992,856| 67,445,996| 70,040,894| 91,738,180] 100,934,029
Current abilities Before distribution | 28,733,410| 39,316,733| 39,289,791| 50,500,155| 51,232,219

After distribution 32,290,078| 44,514,782| 46 439,380 63,356,135 (Note)
Non-current liabilities 622,154 910,278 1,292,022 2,295,374 2,948,578
Total liabilities Before distribution | 29 355564| 40,227,011| 40,581,813| 52,795,529 54,180,797
After distribution 32,912,232 45,425,060{ 47,731,402 65,651,509 (Note)
Share capital 5,080,955 5,080,955 5,106,849 5,106,849 5,128,636
Capital surplus 3,236,659 2,736,854 2,122,008 1,101,079 1,045,147
Retained carnings Before distribution | 15917,714| 19,618,212 23,786,273| 34,510,813| 37,893,274
After distribution 12,869,141| 15,022,048 17,658,054| 21,689,222| (Note)
Other equity interest 401,964| (217,036)| (1,556,049)| ( 1,776,090)[ 2,686,175
Treasury shares - - - - -
Total Equity Before distribution | 24,637,292| 27,218,985 29,459,081| 38,942,651| 46,753,232
After distribution 21,080,850| 22,020,936/ 22,309,492| 26,086,671 (Note)

Note: Pending on approval of shareholders at Annual General Shareholders’ Meeting.
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2. Condensed Statement of Comprehensive Income

2.1. Condensed Consolidated Statement of Comprehensive Income

Unit: NT$ thousands

Year
Item 2018 2019 2020 2021 2022
Operating revenue 45,805,746| 60,744,006 77,759,470| 105,504,286] 111,789,791
Gross Profit 20,460,870| 26,583,316| 33,248,739 53,188,403| 54,634,836
Operating income 3,764,460 6,330,865 8,639,563 17,324,896 15,723,998
Non-operating income(expenses) 892,741 905,007 716,582 249,826 1,197,861
Net income before income tax, net 4,657,201 7,235,872 9,356,145| 17,574,722 16,921,859
Income From Operations of 4350,781| 6,790,375 8,793,526| 16,852,811| 16,204,144
Continued Segments
Income (Loss) From Operations of . . . . .
Discontinued Segments
Net income for the year 4,350,781 6,790,375 8,793,526| 16,852,811 16,204,144
Total Comprehensive income forthe | 5 54 764| 6,130,163|  7,425,261| 16,632,770 20,666,409
year
Net Profit Attributable to: Owner of 4350,768| 6,790,283 8,793.477| 16,852,759 16,204,052
the Company
Net Proﬁt(lgss) Attributable to: Non- 13 92 49 59 9
controlling interests
Total Comprehensive Income
Attributable to: Owner of the 5,054,251 6,130,071 7,425,212| 16,632,718 20,666,317
Company
Total Comprehensive Income (Loss)
Attributable to: Non-controlling 13 92 49 52 92
interests
Earnings per share 8.57 13.36 17.24 33.00 31.62
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2.2. Condensed Statement of Comprehensive Income — Parent Company

Unit: NT$ thousands

Year
2018 2019 2020 2021 2022
Item
Operating revenue 32,194,291 40,845,708 56,426,751| 68,352,652| 67,491,952
Gross Profit 13,288,095| 16,202,655 22,535,979| 32,982,757 31,791,493
Operating income 699,986| 1,316,005| 3,282,942 4,199,739 1,219,484
Non-operating income 3,938,782 5,912,278 6,070,535| 13,358,020( 15,662,568
Net income before income tax, net 4,638,768 7,228,283 9,353,477 17,557,759 16,882,052
Income From Operations of
Continued Segments 4,350,768| 6,790,283  8,793,477| 16,852,759| 16,204,052
Net Income for the year 4,350,768| 6,790,283 8,793,477 16,852,759| 16,204,052
Other comprehensive income (Loss),
703,483  (660,212) (1,368,265)|  (220,041)| 4,462,265
net
Total Comprehensive income for
5,054,251 6,130,071 7,425,212 16,632,718 20,666,317
the year
Earnings per share 8.57 13.36 17.24 33.00 31.62
3. Name of Auditors and Issued Opinions in the recent five years
Year Name of Auditors (CPA) Auditor Opinion
2018 Hsueh, Seou-Hung, Li, Tien-Yi Unqualified Opinions
2019 Lin, Yu-Kuan, Tsang, Kwok-Wah |Unqualified Opinions
2020 Lin, Yu-Kuan, Cheng, Ya-Huei Unqualified Opinions
2021 Cheng, Ya-Huei, Lin, Yu-Kuan Unqualified Opinions
2022 Li, Tien-Yi, Cheng, Ya-Huei Unqualified Opinions
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II. Financial Analysis in the Recent Five Years

1. Consolidated Financial Analysis

Year
2018 2019 2020 2021 2022
Item
Debt ratio (%) 57.68 62.91 62.26 61.52 58.87
Capital Structure |Long-term fund to Property, plant and equipment
%) 776.40 854.91 718.59 672.87 676.96
0
Current ratio (%) 157.38 146.21 144.83 146.62 152.67
Liquidity Quick ratio (%) 138.43 128.67 125 117.36 110.98
Times interest earned (times) 34.63 45.46 59.47 171.22 79.82
Average collection turnover (times) 6.32 6.74 6.4 7.07 7.93
Average collection days 58 54 57 52 46
) Inventory turnover (times) 3.98 4.57 4.88 3.78 2.36
Operating
Payment turnover (times) 4.64 4.95 4.69 4.63 5
Performance
Average inventory turnover days 92 80 75 97 154
Fixed assets turnover (times) 14.13 17.96 19.69 19.62 16.13
Property, plant and equipment turnover (times) 0.82 0.92 1.02 1.17 1.04
Return on total assets (%) 8.1 10.54 11.79 18.90 15.27
Return on stockholders’ equity (%) 18.71 26.17 31.01 49.26 37.80
Proﬁtability Profit before tax to paid-in capital (%) 91.65 142.41 183.2 344.14 329.94
Profit after tax to net sales (%) 9.49 11.17 11.30 15.97 14.49
Earnings per share (NT$) 8.57 13.36 17.24 33.00 31.62
Cash flow ratio (%) 25.20 27.86 33.47 31.19 30.47
Cash Flow Cash flow adequacy ratio (%) 109.92 124.89 143.56 128.26 108.18
Cash flow reinvestment ratio (%) 17.53 26.05 27.31 23.78 10.16
L Operating leverage 5.31 4.11 3.79 3.02 3.56
everage
g Financial leverage 1.03 1.02 1.01 1.00 1.01

Analysis of Changes equal to or over 20% in the recent two years:

Decrease in times interest earned: Mainly due to increase in interest expense.

Decrease in Inventory turnover (times) and increase in Average inventory turnover days: Mainly due to increase in inventories.
Decrease in return on stockholders’ equity: Mainly due to increase in stockholders’ equity.

Decrease in cash flow reinvestment ratio: Mainly due to increase in cash dividends.
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2. Financial Analysis-Parent Company

Year 2018 2019 2020 2021 2022
Item
Capital  |Debt ratio (%) 54.36 59.64 57.94 57.55 53.67
Structure | 5ng_term fund to Property, plant and
equipment (%) 882.03 931.66 763.62 699.96 696.77
Current ratio (%) 48.59 58.38 54.07 64.45 55.36
Liquidity
Quick ratio (%) 33.81 43.05 37.77 40.12 31.17
Times interest earned (Times) 34.55 50.31 66.31 192.93 86.09
Average collection turnover (Times) 5.66 6.14 6.49 7.07 8.25
Average collection days 64 59 56 52 44
Operating Inventory turnover (times) 3.92 4.34 491 3.58 2.53
Performance |payment turnover (times) 4.60 4.87 4.82 4.56 5.63
Average inventory turnover days 93 84 74 102 144
Fixed assets turnover (times) 11.61 13.88 16.01 13.78 10.36
Property, plant and equipment turnover (times) 0.61 0.67 0.82 0.84 0.7
Return on total assets (%) 8.57 11.40 12.97 20.94 17.02
k : 0,
Profitability Return on stockholders’ equity (%) 18.71 26.18 31.02 49.27 37.81
Profit before tax to paid-in capital (%) 91.29 142.26 183.15 343.8 329.17
Profit after tax to net sales (%) 13.51 16.62 15.58 24.65 24
Earnings per share (NT$) 8.57 13.36 17.24 33.00 31.62
Cash flow ratio (%) 16.13 10.06 38.88 27.02 28.61
Cash Flow o
Cash flow adequacy ratio (%) 74.81 59.46 10241  95.03 94.87
Cash flow reinvestment ratio (%) 6.10 1.26 28.10 14.30 1.65
Leverage Operating leverage 19.19 12.50 6.97 7.88 27.81
Financial leverage 1.25 1.12 1.04 1.02 1.19

Analysis of Changes equal to or over 20% in the recent two years:
Decrease in quick ratio: Mainly due to decrease in accounts receivable.

Decrease in times interest earned (times): Mainly due to increase in interest expense.
Decrease in Inventory turnover (times) and increase in average inventory turnover days: Mainly due to increase in
inventories.

Increase in payment turnover (times): Mainly due to decrease in accounts payable.

Decrease in property, plant and equipment turnover (times): Mainly due to acquisition of property, plant and
equipment.

Decrease in return on stockholders’ equity: Mainly due to increase in stockholders’ equity.

Decrease in cash flow reinvestment ratio: Mainly due to increase in cash dividends.

Increase in operating leverage: Mainly due to decrease in operating income.
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Glossary:
1. Capital Structure Analysis:
(1). Debt ratio = Total liabilities / Total assets
(2). Long-term fund to property, plant and equipment ratio = (Shareholders’ equity + non-current liabilities) / Net property,
plant and equipment
2. Liquidity Analysis:
(1). Current ratio = Current assets / Current liabilities
(2). Quick ratio = (Current assets — inventories — prepaid expenses) / Current liabilities
(3). Times interest earned = Earnings before interest and taxes / Interest expenses
3. Operating Performance Analysis:
(1). Average collection turnover = Net sales / Average trade receivables
(2). Days sales outstanding = 365 / Average collection turnover
(3). Average inventory turnover = Operating costs / Average inventory
(4). Average payment turnover = operating costs / Average trade payables
(5). Average inventory turnover days = 365 / Average inventory turnover
(6). Property, plant and equipment turnover = Net sales / Average property, plant and equipment
(7). Total assets turnover = Net sales / total assets
4. Profitability Analysis:
(1). Return on total assets = [Net income + Interest expenses x (1 — tax rate)] / Average total assets
(2). Return on equity attributable to shareholders of the parent = Net income attributable to shareholders of the parent /
Average equity attributable to shareholders of the parent
(3). Net margin = Net income / Net sales
(4). Earnings per share = (Net income attributable to shareholders of the parent — preferred stock dividend) / Weighted
average number of shares outstanding
5. Cash Flow:
(1). Cash flow ratio = Net cash provided by operating activities / Current Liabilities
(2). Cash flow adequacy ratio = Five-year sum of cash from operations / Five-year sum of capital expenditures, inventory
additions, and cash dividend
(3). Cash flow reinvestment ratio = (Cash provided by operating activities — cash dividends) / (Gross property, plant and
equipment + long-term investments + other noncurrent assets + working capital)
6. Leverage:
(1). Operating leverage = (Net sales — variable cost) / Operating income
(2). Financial leverage = Operating income / (Operating income — interest expenses)

II1. Has the company or its affiliates experienced financial difficulties in the most recent
years up to the date of publication of the 2022 annual report: None.
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IV. Audit Committee’s Review Report

Audit Committee’s Review Report

The Company's 2022 business report, financial statements and distribution of retained earnings have been
prepared by the Board of Directors. The financial statements also have been audited by Pricewaterhouse
Coopers' with the opinion that they present fairly the Company’s financial position, operating performance,
and cash flows. The Audit Committee has reviewed the business report, financial statements, and distribution
of retained earnings, and found no irregularities. We hereby according to Securities and Exchange Act and
Company Act submit this report.

To 2023 Annual Shareholders’ Meeting.

Realtek Semiconductor Corp.

Chairman of the Audit Committee: Chen, Fu-Yen

Feb. 24, 2023
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V. Consolidated Financial Statements

INDEPENDENT AUDITORS’ REPORT TRANSLATED FROM CHINESE

PWCR22000267

To the Board of Directors and Shareholders of Realtek Semiconductor Corporation

Opinion

We have audited the accompanying consolidated balance sheets of Realtek Semiconductor Corporation
and subsidiaries (the “Group”) as at December 31, 2022 and 2021, and the related consolidated
statements of comprehensive income, of changes in equity and of cash flows for the years then ended,
and notes to the consolidated financial statements, including a summary of significant accounting

policies.

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

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

Basis for opinion

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

have obtained is sufficient and appropriate to provide a basis for our opinion.
Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our

audit of the Group’s 2022 consolidated financial statements. These matters were addressed in the context
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of our audit of the consolidated financial statements as a whole and, in forming our opinion thereon, we

do not provide a separate opinion on these matters.
Key audit matters for the Group’s 2022 consolidated financial statements are stated as follows:

Evaluation of inventories

Description

Refer to Note 4(13) of the consolidated financial statements for inventory evaluation policies, Note 5(2)
for uncertainty of accounting estimates and assumptions of inventory evaluation and Note 6(6) for the
details of inventories.

The Group is primarily engaged in researching, developing, manufacturing, selling of various integrated
circuits and related application software. Inventories are stated at the lower of cost and net realizable
value. Due to the balances of inventories are significant to the financial statements and the rapid
technological changes in the industry, there is a higher risk of decline in market value and obsolescence

of inventories. Thus, we considered the evaluation of inventories as one of the key audit matters.

How our audit addressed the matter

We performed the following audit procedures in respect of the above key audit matter:

1. Obtained an understanding of accounting policies on the provision of allowance for inventory
valuation losses and assessed the reasonableness.

2. Validated the accuracy of inventory aging report, as well as sampled and confirmed the consistency
of quantities and amounts with detailed inventory listing, verified dates of movements with supporting
documents and ensured the proper categorization of inventory aging report.

3. Evaluated and confirmed the reasonableness of net realizable value for inventories through validating

respective supporting documents.

Other matter — Reference to the audits of other auditors

We did not audit the financial statements of certain consolidated subsidiaries and investments accounted
for under equity method. Those financial statements were audited by other auditors, whose reports
thereon have been furnished to us, and our opinion expressed herein, insofar as it relates to the amounts
included in the financial statements and the information on the consolidated subsidiaries and investments

accounted for under equity method were based solely on the reports of other auditors. Total assets
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(including investments accounted for under equity method amounting to NT$170,671 thousand and
NT$191,377 thousand) of those companies amounted to NT$845,913 thousand and NT$1,220,840
thousand, constituting 0.74% and 1.21% of the consolidated total assets as at December 31, 2022 and
2021, respectively, and total operating revenues both NT$0 thousand, both constituting 0% of the
consolidated total operating revenues for the years then ended. Furthermore, according to the reports of
other auditors, comprehensive losses of those investments accounted for under equity method amounted
to NT$20,723 thousand and NT$12,113 thousand, constituting (0.10%) and (0.07%) of comprehensive

incomes for the years then ended, respectively.

Other matter — Parent company only financial reports

We have audited and expressed an unqualified opinion with other matter section on the parent company
only financial statements of Realtek Semiconductor Corporation as at and for the years ended December
31,2022 and 2021.

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

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

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

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

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

Group’s financial reporting process.

-131-



Auditor’s responsibilities for the audit of the consolidated financial statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements

as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s

report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee

that an audit conducted in accordance with the Standards on Auditing of the Republic of China will

always detect a material misstatement when it exists. Misstatements can arise from fraud or error and

are considered material if, individually or in the aggregate, they could reasonably be expected to

influence the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with the Standards on Auditing of the Republic of China, we exercise

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

1.

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

internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

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

estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,

based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our 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
report. However, future events or conditions may cause the Group to cease to continue as a going

concern.

. Evaluate the overall presentation, structure and content of the consolidated financial statements,

including the disclosures, and whether the consolidated financial statements represent the underlying
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transactions and events in a manner that achieves fair presentation.

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

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

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

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

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

Li, Tien-Yi Cheng, Ya-Huei
For and on behalf PricewaterhouseCoopers, Taiwan
February 24, 2023

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

As the financial statements are the responsibility of the management, PricewaterhouseCoopers cannot accept any liability for
the use of, or reliance on, the English translation or for any errors or misunderstandings that may derive from the translation.
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REALTEK SEMICONDUCTOR CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2022 AND 2021
(Expressed in thousands of New Taiwan dollars)

December 31, 2022 December 31, 2021
Assets Notes AMOUNT % AMOUNT %
Current assets

1100 Cash and cash equivalents 6(1) $ 13,754,035 12 % 7,197,351 7
1110 Financial assets at fair value through 6(2)

profit or loss - current 1,563,287 1 1,952,647 2
1136 Financial assets at amortised cost - 6(4)

current 41,595,837 37 43,740,876 43
1170 Accounts receivable, net 6(5) 9,418,440 8 12,796,821 13
1180 Accounts receivable, net - related 6(5) and 7

parties 2,594,245 2 3,192,184 3
1200 Other receivables 488,769 - 156,928 -
130X Inventories, net 6(6) 25,552,543 23 16,548,712 16
1410 Prepayments 524,525 1 659,883 1
11XX Total current assets 95,491,681 84 86,245,402 85

Non-current assets

1510 Financial assets at fair value through  6(2)

profit or loss - non-current 358,145 - - -
1517 Financial assets at fair value through 6(3)

other comprehensive income - non-

current 3,099,759 3 3,644,878 4
1535 Financial assets at amortised cost - 6(4) and 8

non-current 618,481 1 80,101 -
1550 Investments accounted for under 6(7)

equity method 170,671 - 191,377 -
1600 Property, plant and equipment 6(8) 7,556,636 7 6,302,938 6
1755 Right-of-use assets 6(9) 1,537,328 1 1,587,910 2
1760 Investment property 6(10) 38,416 - 41,641 -
1780 Intangible assets 6(11) 2,413,195 2 2,231,694 2
1840 Deferred income tax assets 6(28) 132,978 - 171,321 -
1900 Other non-current assets 2,283,237 2 734,651 1
15XX Total non-current assets 18,208,846 16 14,986,511 15
1XXX Total assets $ 113,700,527 100 $ 101,231,913 100

(Continued)
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REALTEK SEMICONDUCTOR CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2022 AND 2021

(Expressed in thousands of New Taiwan dollars)

December 31, 2022

December 31, 2021

Liabilities and Equity Notes AMOUNT % AMOUNT %
Current liabilities
2100 Short-term borrowings 6(12) 13,737,994 12 13,342,100 13
2130 Contract liabilities - current 6(21) 117,752 - 211,100 -
2150 Notes payable - - 3,276 -
2170 Accounts payable 10,340,079 9 11,105,568 11
2180 Accounts payable - related parties 7 156,296 - 334,413 -
2200 Other payables 6(13) 27,684,495 25 24,645,141 24
2220 Other payables - related parties 7 90,401 - 101,253 -
2230 Current income tax liabilities 1,379,985 1 1,458,340 2
2280 Lease liabilities - current 78,446 - 80,315 -
2300 Other current liabilities 6(21) 8,959,279 8 7,539,417 8
21XX Total current liabilities 62,544,727 55 58,820,923 58
Non-current liabilities
2540 Long-term borrowings 6(14) 1,713,316 2 1,002,799 1
2550 Provisions - non-current 6(16) 1,287,710 1 989,475 1
2570 Deferred income tax liabilities 6(28) 62,725 - 103,512 -
2580 Lease liabilities - non-current 1,223,185 1 1,252,390 2
2600 Other non-current liabilities 6(15) 105,914 - 110,490 -
25XX Total non-current liabilities 4,392,850 4 3,458,666 4
2XXX Total liabilities 66,937,577 59 62,279,589 62
Equity
Share capital 6(17)
3110 Common shares 5,128,636 5 5,106,849 5
Capital surplus 6(18)
3200 Capital surplus 1,045,147 1 1,101,079 1
Retained earnings 6(19)
3310 Legal reserve 7,262,359 5,577,083 5
3320 Special reserve 1,776,089 1,556,049 2
3350 Undistributed earnings 28,854,826 25 27,377,681 27
Other equity 6(20)
3400 Other equity interest 2,686,175 2 1,776,090) ( 2)
31XX Equity attributable to holders of
the parent company 46,753,232 41 38,942,651 38
36XX Non-controlling interest 9,718 - 9,673 -
3XXX Total equity 46,762,950 41 38,952,324 38
Significant contingent liabilities and 9
unrecognized contract commitments
3X2X Total liabilities and equity 113,700,527 100 101,231,913 100

The accompanying notes are an integral part of these consolidated financial statements.
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REALTEK SEMICONDUCTOR CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

(Expressed in thousands of New Taiwan dollars)

Year ended December 31
2022 2021
Items Notes AMOUNT % AMOUNT %
4000  Operating revenue 6(21) and 7 $ 111,789,791 100 $ 105,504,286 100
5000  Operating costs 6(6) and 7 ( 57,154,955) ( 51) ( 52,315,883) ( 49)
5950  Gross profit 54,634,836 49 53,188,403 51
Operating expenses 6(26)(27) and 7
6100 Selling expenses ( 4,724,569) ( 4) ( 4,477,084) ( 4)
6200 General and administrative expenses ( 4,138,151) ( 4) ( 3,433,308) ( 3)
6300 Research and development expenses ( 30,081,533) ( 27) ( 27,949,765) ( 27)
6450 Expected credit gains (losses) 12(2) 33,415 - ( 3,350) -
6000 Total operating expenses ( 38,910,838) ( 35) ( 35,863,507) ( 34)
6900  Operating income 15,723,998 14 17,324,896 17
Non-operating income and expenses
7100 Interest income 6(22) 950,676 1 326,399 -
7010 Other income 6(23) 388,919 - 213,427 -
7020 Other gains and losses 6(24) 96,732 - ( 171,247) -
7050 Finance costs 6(25) ( 217,743) - ( 106,640) -
7060 Share of loss of associates and joint  6(7)
ventures accounted for under equity
method ( 20,723) - ( 12,113) -
7000 Total non-operating income and
expenses 1,197,861 1 249,826 -
7900  Profit before income tax, net 16,921,859 15 17,574,722 17
7950 Income tax expense 6(28) ( 717,715) ( 1) ( 721,911) ( 1)
8200  Net income for the year $ 16,204,144 14 $ 16,852,811 16
Other comprehensive income 6(20)
(losses), net
Components of other comprehensive
income (losses) that will not be
reclassified to profit or loss
8316 Unrealised (losses) income from 6(3)
investments in equity instruments
measured at fair value through other
comprehensive income ($ 088,964) ( 1 $ 995,872 1
Components of other comprehensive
income (losses) that will be
reclassified to profit or loss
8361 Financial statements translation
differences of foreign operations 5,451,229 5 ( 1,215,913) ( 1)
8300  Other comprehensive income(losses),
net $ 4,462,265 4 ($ 220,041) -
8500  Total comprehensive income for the
year $ 20,666,409 18 3 16,632,770 16
Net income attributable to:
8610 Equity holders of the parent
company $ 16,204,052 14 $ 16,852,759 16
8620 Non-controlling interest 92 - 52 -
Net income for the year $ 16,204,144 14 $ 16,852,811 16
Comprehensive income attributable to:
8710 Equity holders of the parent
company $ 20,666,317 18 § 16,632,718 16
8720 Non-controlling interest 92 - 52 -
Total comprehensive income for
the year $ 20,666,409 18 3 16,632,770 16
Earnings per share (in dollars)
9750 Basic earnings per share 6(29) $ 31.62 § 33.00
9850 Diluted earnings per share 6(29) $ 30.483 § 32.38

The accompanying notes are an integral part of these consolidated financial statements.
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REALTEK SEMICONDUCTOR CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2022 AND 2021
(Expressed in thousands of New Taiwan dollars)

Year ended December 31

Notes 2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax $ 16,921,859 17,574,722
Adjustments
Adjustments to reconcile profit (loss)
Depreciation 6(26) 1,176,920 998,212
Amortization 6(11)(26) 1,627,409 1,302,659
Expected credit (gains) losses 12(2) ( 33,415) 3,350
Interest expense 6(25) 217,743 106,640
Interest income 6(22) ( 950,676 ) ( 326,399 )
Dividend income 6(23) ( 60,741 ) ( 43,713 )
Losses(gains) on financial assets at fair value 6(2)(24)
through profit or loss 180,983  ( 114,364 )
Share of loss of associates and joint ventures 6(7)
accounted for under equity method 20,723 12,113
(Gains)losses on disposal of property, plant and  6(24)
equipment ( 1,132) 196
Loss on disposal of investments 6(24) - 145
Gains arising from lease modifications 6(24) ( 24) ( 236 )
Changes in operating assets and liabilities
Changes in operating assets
Financial assets at fair value through profit or
loss - current 220,475  ( 757,626 )
Accounts receivable, net 3,404,506 ( 1,959,432 )
Accounts receivable, net - related parties 605,229 ¢ 379,855)
Other receivables ( 139,755) ( 5,057)
Inventories ( 9,003,831 ) ( 7,925,735)
Prepayments 135,358 ( 132,809 )
Changes in operating liabilities
Contract liabilities - current ( 03,348 ) ( 125,154 )
Notes payable ( 3,276 ) ( 25,377)
Accounts payable ( 765,489 ) 485,514
Accounts payable - related parties ( 178,117 ) ( 5,819)
Other payables 4,350,517 9,458,090
Other payables - related parties ( 10,851) 6,445
Other current liabilities 1,419,864 137,929
Provisions - non-current 185,080 -
Accrued pension obligations ( 4.277) ( 4,610)
(Continued)
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REALTEK SEMICONDUCTOR CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2022 AND 2021
(Expressed in thousands of New Taiwan dollars)

Year ended December 31

Notes 2022 2021
Cash inflow generated from operations $ 19,221,734 $ 18,279,829
Interest received 758,590 475,959
Dividends received 60,741 43,713
Interest paid ( 214,712 ) ( 103,261 )
Income tax paid ( 768,184 ) ( 344 ,311)
Net cash flows from operating activities 19,058,169 18,351,929
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of financial assets at fair value
through profit or loss - non-current ( 370,244 ) -
Acquisition of financial assets at fair value
through other comprehensive income ( 228,910 ) ( 85,922)
Acquisition of financial assets at amortised cost ( 92,296,234 ) ( 62,836,686 )
Proceeds from disposal of financial assets at
amortised cost 08,487,508 53,308,799
Acquisition of investments accounted for under
equity method - 45,000 )
Proceeds from disposal of investments accounted
for under equity method - 110
Acquisition of property, plant and equipment 6(30) ( 2,680,469 ) ( 2,510,168 )
Proceeds from disposal of property, plant and
equipment 1,353 200
Acquisition of intangible assets 6(30) ( 1,959,501 ) ( 1,178,805 )
Increase in refundable deposits ( 1,457,055) ( 684,728 )
Increase in other non-current assets ( 91,531 ) ( 604 )
Net cash flows used in investing activities ( 595,083 ) ( 14,032,804 )
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term borrowings 6(31) 167,983,101 155,016,591
Decrease in short-term borrowings 6(31) ( 167,587,207 ) ( 153,131,181 )
Increase in long-term borrowings 6(31) 711,110 1,017,360
Repayment of principal portion of lease liabilities 6(31) ( 97,150 ) ( 90,779 )
(Decrease)increase in guarantee deposits ( 892 ) 197
Cash from capital surplus and cash dividends ( 13,847,318 ) ( 7,149,589 )
Cash dividends returned 244 215
Net cash flows used in financing activities ( 12,838,112 ) ( 4,337,186)
Effect of exchange rate 931,710 ( 80,948 )
Net increase (decrease) in cash and cash equivalents 6,556,684  ( 99,009 )
Cash and cash equivalents at beginning of year 7,197,351 7,296,360
Cash and cash equivalents at end of year $ 13,754,035 $ 7,197,351

The accompanying notes are an integral part of these consolidated financial statements.
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REALTEK SEMICONDUCTOR CORPORATION AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

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

1. HISTORY AND ORGANISATION
Realtek Semiconductor Corporation (the “Company’’) was incorporated as a company limited by shares

on October 21, 1987 and commenced commercial operations in March 1988. The Company was based
in Hsinchu Science Park since October 28, 1989. The Company and its subsidiaries (collectively referred
herein as the “Group”) are engaged in the research, development, design, testing, and sales of ICs and
application software for these products.

2. THE DATE OF AUTHORISATION FOR ISSUANCE OF THE CONSOLIDATED FINANCIAL
STATEMENTS AND PROCEDURES FOR AUTHORISATION
These consolidated financial statements were authorised for issuance by the Board of Directors on
February 24, 2023.

3. APPLICATION OF NEW STANDARDS., AMENDMENTS AND INTERPRETATIONS

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

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

(C‘FSC’))

New standards, interpretations and amendments that came into effect as endorsed by FSC and became

effective from 2022 are as follows:

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

Amendments to IAS 37, ‘Onerous contracts—cost of fulfilling a contract’ January 1, 2022
Annual improvements to IFRS Standards 2018-2020 January 1, 2022

The above standards, interpretations and amendments have no significant impact to the Group’s
financial condition and financial performance based on the Group’s assessment.
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(2) Effect of new issuances of or amendments to IFRSs that came into effect as endorsed by the FSC

but not yet adopted by the Group

New standards, interpretations and amendments that came into effect as endorsed by the FSC

effective from 2023 are as follows:

Effective date by
International Accounting
New Standards, Interpretations and Amendments 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 liabilities January 1, 2023

arising from a single transaction’

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

The above standards, interpretations and amendments have no significant impact to the Group’s
financial condition and financial performance based on the Group’s assessment.
4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated financial statements

are set out below. These policies have been consistently applied to all the periods presented, unless
otherwise stated.

(1) Compliance statement

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

“Regulations Governing the Preparation of Financial Reports by Securities Issuers”, International
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Financial Reporting Standards, International Accounting Standards, IFRIC Interpretations, and
SIC Interpretations that came into effect as endorsed by the FSC (collectively referred herein as
the “IFRSs”).

(2) Basis of preparation

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

the historical cost convention:

(a) Financial assets (including derivative instruments) at fair value through profit or loss.

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

(c) Defined benefit liabilities recognized based on the net amount of pension fund assets less
present value of defined benefit obligation.

B. The preparation of financial statements in conformity with IFRSs requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process
of applying the Group’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the consolidated financial
statements are disclosed in Note 5.

(3) Basis of consolidation

A. Basis for preparation of consolidated financial statements:

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

(b) Inter-company transactions, balances and unrealized gains or losses on transactions between
companies within the Group are eliminated. Accounting policies of subsidiaries have been
adjusted where necessary to ensure consistency with the policies adopted by the Group.

(c) Profit or loss and each component of other comprehensive income are attributed to the owners
of the parent and to the non-controlling interests. Total comprehensive income is attributed to
the owners of the parent and to the non-controlling interests even if this results in the
noncontrolling interests having a deficit balance.

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

(e) When the Group loses control of a subsidiary, the Group remeasures any investment retained
in the former subsidiary at its fair value. That fair value is regarded as the fair value on initial

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

B. Subsidiaries included in the consolidated financial statements:

Ownership (%)
Main business December December
Name of investor Name of subsidiary activities 31,2022 31,2021 Description
Realtek Leading Investment holdings - 100% Note 1
Semiconductor  Enterprises Limited
Corporation
Realtek Amber Universal " 100% 100%
Semiconductor  Inc.
Corporation
Realtek Realtek Singapore I1Cs manufacturing, 100% 100%
Semiconductor  Private Limited design, research,
Corporation development, sales,
and marketing
Realtek Bluocean Inc. Investment holdings - 100% Note 1
Semiconductor
Corporation
Realtek Talent Eagle " - 100% Note 1
Semiconductor  Enterprise Inc.
Corporation
Realtek Realtek Investment " 100% 100%
Semiconductor  Singapore Private
Corporation Limited
Realtek Realsun Investment " 100% 100%
Semiconductor  Co., Ltd.
Corporation
Realtek Hung-wei Venture " 100% 100%
Semiconductor  Capital Co., Ltd.
Corporation
Realtek Realking " 100% 100%
Semiconductor  Investments Co.,
Corporation Ltd.
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Ownership (%)

Main business December  December
Name of investor Name of subsidiary activities 31,2022 31,2021 Description
Realtek Realsun ICs manufacturing, 100% 100%
Semiconductor ~ Technology design, research,
Corporation Corporation development, sales,
and marketing
Realtek Bobitag Inc. Manufacture and 67% 67%
Semiconductor installation of
Corporation computer equipment
and wholesale, retail
and related service of
electronic materials
and information /
software
Realtek AICONNX ICs manufacturing, 100% 100%
Semiconductor  Technology design, research,
Corporation Corporation development, sales,
and marketing
Leading Realtek Information 100% 100%
Enterprises Semiconductor collection and
Limited (Japan) Corp. technical support
Leading Circon Universal  Investment holdings 100% 100%
Enterprises Inc.
Limited
Amber Universal Realtek Information services 100% 100%
Inc. Semiconductor and technical support
(Hong Kong)
Limited
Amber Universal Realtek R&D and technical 100% 100%
Inc. Semiconductor support
(Shen Zhen) Corp.
Empsonic Realsil Z 100% 100%
Enterprises Inc.  Microelectronics
Corp.
Talent Eagle Ubilinx Z 100% 100%
Enterprise Inc. Technology Inc.
Realtek Singapore Cortina Access Z 100% 100%
Private Limited  Inc.
Realtek Singapore Cortina Systems " 100% 100%

Private Limited

Taiwan Limited
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Ownership (%)

Main business December  December

Name of investor Name of subsidiary activities 31,2022 31,2021 Description
Realtek Singapore Cortina Network  R&D and technical 100% 100%
Private Limited  Systems Shanghai support

Co., Ltd.
Realtek Singapore Empsonic Investment holdings 100% 100%
Private Limited  Enterprises Inc.
Realtek Singapore Realtek Viet Nam R&D and technical 100% 100%
Private Limited  Co., Ltd. support
Realtek Singapore RayMX ICs manufacturing, 19% 19%
Private Limited ~ Microelectronics  design, research,

Corp. development, sales,

and marketing
Realtek Singapore Leading Investment holdings 100% - Note 1
Private Limited  Enterprises Limited
Realtek Singapore Bluocean Inc. " 100% - Note 1
Private Limited
Realtek Singapore Talent Eagle " 100% - Note 1
Private Limited  Enterprise Inc.
Realsil RayMX ICs manufacturing, 81% 81%
Microelectronics Microelectronics  design, research,
Corp. Corp. development, sales,
and marketing

Realsil Suzhou PanKore " 80% 80%
Microelectronics Integrated Circuit
Corp. Technology Co.

Ltd.
Realtek Suzhou PanKore " 20% 20%
Semiconductor  Integrated Circuit
(Shen Zhen) Technology Co.
Corp. Ltd.
Bluocean Inc. Realtek R&D and technical 100% 100%

Semiconductor support

(Malaysia) Sdn.

Bhd.
Bluocean Inc. Realtek Korea Inc. " 100% - Note 2
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Note 1: Due to reorganisation, the Company sold all equity interests in its three wholly-owned
subsidiaries, Leading Enterprises Limited, Bluocean Inc. and Talent Eagle Enterpriese
Inc., to Realtek Singapore Private Limited through share exchanges.
Note 2: Realtek Korea Inc. was established on January 17, 2022.
C. Subsidiaries not included in the consolidated financial statements: None.
D. Adjustments for subsidiaries with different balance sheet dates: None.
E. Significant restrictions: None.
F. Subsidiaries that have non-controlling interests that are material to the Group: None.
(4) Foreign currency translation

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

A. Foreign currency transactions and balances

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

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

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

(d) All other foreign exchange gains and losses based on the nature of those transactions are
presented in the statement of comprehensive income within ‘other gains and losses’.

B. Translation of foreign operations

(a) The operating results and financial position of all the group entities, associates and joint
arrangements that have a functional currency different from the presentation currency are
translated into the presentation currency as follows:

1. Assets and liabilities for each balance sheet presented are translated at the closing

exchange rate at the date of that balance sheet;
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ii. Income and expenses for each statement of comprehensive income are translated at
average exchange rates of that period; and
iii. All resulting exchange differences are recognized in other comprehensive income.

(b) When the foreign operation partially disposed of or sold is an associate, exchange
differences that were recorded in other comprehensive income are proportionately
reclassified to profit or loss as part of the gain or loss on sale. In addition, even when the
Group retains partial interest in the former foreign associate after losing significant
influence over the former foreign associate, such transactions should be accounted for as
disposal of all interest in these foreign operations.

(c) 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) Classification of current and non-current items
A. Assets that meet one of the following criteria are classified as current assets:

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

(b) Assets held mainly for trading purposes;

(c) Assets that are expected to be realized within twelve months from the balance sheet date;

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

Otherwise, they are classified as non-current assets.

B. Liabilities that meet one of the following criteria are classified as current liabilities:

(a) Liabilities that are expected to be settled within the normal operating cycle;

(b) Liabilities held mainly for trading purposes;

(c) Liabilities that are to be settled within twelve months from the balance sheet date;

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

Otherwise, they are classified as non-current liabilities.

(6) Cash equivalents

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

commitments in operations are classified as cash equivalents.
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(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. Financial assets at amortized
cost or fair value through other comprehensive income are designated as at fair value through
profit or loss at initial recognition when they eliminate or significantly reduce a measurement
or recognition inconsistency.

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

C. 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.

D. 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 recognize changes in fair value in other comprehensive income.

B. On a regular 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:

The changes in fair value of equity investments that were recognized in other comprehensive
income are reclassified to retained earnings and are not reclassified to profit or loss following
the derecognition of the investment. Dividends are 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.

(9) Financial assets at amortized cost

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

B. On a regular way purchase or sale basis, financial assets at amortised cost are recognised and
derecognised using trade date accounting.

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

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

(10) Accounts receivable

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

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

(11) Impairment of financial assets

For financial assets at amortized cost, at each reporting date, the Group recognizes the impairment
provision for 12 months expected credit losses(ECLs) if there has not been a significant increase
in credit risk since initial recognition or recognizes the impairment provision for the lifetime
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 that do not contain a significant financing component, the Group recognizes the
impairment provision for lifetime ECLs.

(12) Derecognition of financial assets

The Group derecognizes a financial asset when the contractual rights to receive the cash flows
from the financial asset expire.
(13) Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is determined using the
weighted-average method. The cost of finished goods and work in progress comprises raw
materials, direct labor, other direct costs and related production overheads (allocated based on
normal operating capacity). It excludes borrowing costs. The item-by-item approach is used in
applying the lower of cost and net realizable value. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated cost of completion and applicable
variable selling expenses.

(14) Investments accounted for under equity method / associates

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

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

or made payments on behalf of the associate.
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. When changes in an associate’s equity do not arise from profit or loss or other comprehensive

income of the associate and such changes do not affect the Group’s ownership percentage of
the associate, the Group recognizes change in ownership interests in the associate in ‘capital

surplus’ in proportion to its ownership.

. Unrealized gains or losses on transactions between the Group and its associates are eliminated

to the extent of the Group’s interest in the associates. Unrealized losses are also eliminated
unless the transaction provides evidence of an impairment of the asset transferred. Accounting
policies of associates have been adjusted where necessary to ensure consistency with the
policies adopted by the Group.
In the case that an associate issues new shares and the Group does not subscribe or acquire
new shares proportionately, which results in a change in the Group’s ownership percentage of
the associate but maintains significant influence on the associate, then ‘capital surplus’ and
‘investments accounted for under equity method’ shall be adjusted for the increase or
decrease of its share of equity interest. If the above condition causes a decrease in the Group’s
ownership percentage of the associate, in addition to the above adjustment, the amounts
previously recognized in other comprehensive income in relation to the associate are
reclassified to profit or loss proportionately on the same basis as would be required if the
relevant assets or liabilities were disposed of.
Upon loss of significant influence over an associate, the Group remeasures any investment
retained in the former associate at its fair value. Any difference between fair value and carrying

amount is recognized in profit or loss.

. When the Group disposes its investment in an associate and loses significant influence over

this associate, the amounts previously recognized in other comprehensive income in relation
to the associate, are reclassified to profit or loss, on the same basis as would be required if the
relevant assets or liabilities were disposed of. If it retains significant influence over this
associate, the amounts previously recognized in other comprehensive income in relation to
the associate are reclassified to profit or loss proportionately in accordance with the

aforementioned approach.

(15) Property, plant and equipment

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

B.

the construction period are capitalized.

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

or loss during the financial period in which they are incurred.
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C.

Other property, plant and equipment apply cost model and are depreciated using the straight-
line method to allocate their cost over their estimated useful lives. Each part of an item of
property, plant and equipment with a cost that is significant in relation to the total cost of the

item must be depreciated separately.

. The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted

if appropriate, at each financial year-end. If expectations for the assets’ residual values and
useful lives differ from previous estimates or the patterns of consumption of the assets’ future
economic benefits embodied in the assets have changed significantly, any change is accounted
for as a change in estimate under IAS 8, ‘Accounting Policies, Changes in Accounting
Estimates and Errors’, from the date of the change. The estimated useful lives of the fixed

assets are as follows: buildings - 10~55 years and other fixed assets - 3~5 years.

(16) 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

B.

which the leased asset is available for use by the Group.

Lease liabilities include the net present value of the remaining lease payments at the
commencement date, discounted using the incremental borrowing interest rate. Fixed
payments, less any lease incentives receivable.

The Group subsequently measures the lease liability at amortized cost using the interest
method and recognizes interest expense over the lease term. The lease 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.

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

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

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

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

an adjustment to the right-of-use asset.

(17) Investment property

An investment property is stated initially at its cost and measured subsequently using the cost

model. Except for land, investment property is depreciated on a straight-line basis over its

estimated useful life of 20 years.

(18) 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.
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B. Goodwill
Goodwill arises in a business combination accounted for by applying the acquisition method.
C. Other intangible assets
Separately acquired intangible assets with a finite useful life are stated at cost. Intangible assets
acquired in a business combination are recognized at fair value at acquisition date. The
amortization amounts of separately and consolidated acquired intangible assets were
amortized on a straight-line basis over their estimated useful lives of 2-5 years.

(19) Impairment of non-financial assets

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

B. The recoverable amounts of goodwill are evaluated periodically. An impairment loss is
recognized for the amount by which the asset’s carrying amount exceeds its recoverable
amount. Impairment loss of goodwill previously recognized in profit or loss shall not be
reversed in the following years.

(20) 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 loss over the period of the borrowings using the effective interest method.

(21) Notes and accounts payable

A. Accounts payable are liabilities for purchases of raw materials, goods or services and notes
payable are those resulting from operating and non-operating activities.

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

(22) Derecognition of financial liabilities

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

(23) Provisions
Provisions are recognized when the Group has a present legal or constructive obligation as a
result of past events, and it is probable that an outflow of economic resources will be required to
settle the obligation and the amount of the obligation can be reliably estimated. Provisions are

measured at the present value of the expenditures expected to be required to settle the obligation
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on the balance sheet date.
(24) Employee benefits

A. Short-term employee benefits

Short-term employee benefits are measured at the undiscounted amount of the benefits expected

to be paid in respect of service rendered by employees in a period and should be recognized as

expense in that period when the employees render service.

B. Pensions

(a) Defined contribution plan

For defined contribution plans, the contributions are recognized as pension expense when

they are due on an accrual basis. Prepaid contributions are recognized as an asset to the extent

of a cash refund or a reduction in the future payments.
(b) Defined benefit plan

1.

ii.

Net obligation under a defined benefit plan is defined as the present value of an amount
of pension benefits that employees will receive on retirement for their services with the
Company in current period or prior periods. The liability recognized in the balance sheet
in respect of defined benefit pension plans is the present value of the defined benefit
obligation at the balance sheet date less the fair value of plan assets. The net defined
benefit obligation is calculated annually by independent actuaries using the projected unit
credit method. The rate used to discount is determined by using interest rates of high-
quality corporate bonds that are denominated in the currency in which the benefits will
be paid, and that have terms to maturity approximating to the terms of the related pension
liability; when there is no deep market in high-quality corporate bonds, the Company uses
interest rates of government bonds (at the balance sheet date) instead.

Remeasurements arising on defined benefit plans are recognized in other comprehensive

income in the period in which they arise and are recorded as retained earnings.

C. Employees’ compensation and directors’ remuneration

Employees’ compensation and directors’ remuneration are recognized as expense and liability,

provided that such recognition is required under legal or constructive obligation and those

amounts can be reliably estimated. Any difference between the resolved amounts and the

subsequently actual distributed amounts is accounted for as changes in estimates. If employee

compensation is distributed by shares, the Group calculates the number of shares based on the

closing price at the previous day of the Board meeting resolution.

(25) Income tax

A. The tax expense for the period comprises current and deferred tax. Tax is recognized in profit

or loss, except to the extent that it relates to items recognized in other comprehensive income

or items recognized directly in equity, in which cases the tax is recognized in other

comprehensive income or equity.
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B. The current income tax expense is calculated on the basis of the tax laws enacted or
substantively enacted at the balance sheet date in the countries where the Company and its
subsidiaries operate and generate taxable income. Management periodically evaluates
positions taken in tax returns with respect to situations in accordance with applicable tax
regulations. It establishes provisions where appropriate based on the amounts expected to be
paid to the tax authorities. An additional tax is levied on the unappropriated retained earnings
and is recorded as income tax expense in the year the stockholders resolve to retain the
earnings.

C. Deferred tax is recognized, using the balance sheet liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
consolidated balance sheet. However, the deferred tax is not accounted for if it arises from
initial recognition of goodwill or of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit nor
loss. Deferred tax is provided on temporary differences arising on investments in subsidiaries
and associates, except where the timing of the reversal of the temporary difference is
controlled by the Group and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax is determined using tax rates (and laws) that have been
enacted or substantially enacted by the balance sheet date and are expected to apply when the
related deferred tax asset is realised or the deferred tax liability is settled.

D. Deferred tax assets are recognized only to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised. At each
balance sheet date, unrecognized and recognized deferred tax assets are reassessed.

E. A deferred tax asset shall be recognized for the carryforward of unused tax credits resulting
from research and development expenditures to the extent that it is possible that future taxable
profit will be available against which the unused tax credits can be utilised.

(26) Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares are shown in equity as a deduction, net of tax, from the proceeds.

(27) Dividends

Cash dividends are recorded as liabilities in the Company’s financial statements in the period in

which they are resolved by the Board of Directors. Stock dividends are recorded as stock

dividends to be distributed in the Company’s financial statements in the period in which they are
resolved by the Company’s shareholders and are reclassified to ordinary shares on the effective
date of new shares issuance.

(28) Revenue recognition

A. Sales of goods
(a) The Group manufactures and sells various integrated circuit related products. Sales are

recognized when control of the products has transferred, being when the products are
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delivered to the customers, and there is no unfulfilled obligation that could affect the
customer’s acceptance of the products. Delivery occurs when the products have been
shipped to the specific location, the risks of obsolescence and loss have been transferred
to the customer, and either the customer has accepted the products in accordance with the
sales contract, or the Group has objective evidence that all criteria for acceptance have
been satisfied.

(b) Revenue from these sales is recognized based on the price specified in the contract. A
refund liability is recognized for expected sales discounts and allowances payable to
customers in relation to sales made until the end of the reporting period. As the time
interval between the transfer of committed goods or service and the payment of customer
does not exceed one year, the Group does not adjust the transaction price to reflect the time
value of money.

(c) Areceivable 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. Services revenue

Revenue from design, royalty and technical services is recognized after completing the

services in which the services are rendered.

(29) Government grants

Government grants are recognized at their fair value only when there is reasonable assurance that
the Group will comply with any conditions attached to the grants and the grants will be received.
Government grants are recognized in profit or loss on a systematic basis over the periods in which
the Group recognizes expenses for the related costs for which the grants are intended to
compensate.

(30) Operating segments

Operating segments are reported in a manner consistent with the internal reporting provided to
the Chief Operating Decision-Maker. The Group’s Chief Operating Decision-Maker is
responsible for allocating resources and assessing performance of the operating segments.
. CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND KEY SOURCES OF
ASSUMPTION UNCERTAINTY

The preparation of these consolidated financial statements requires management to make critical

judgements in applying the Group’s accounting policies and make critical assumptions and estimates
concerning future events. Assumptions and estimates may differ from the actual results and are
continually evaluated and adjusted based on historical experience and other factors. Such assumptions
and estimates have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year; and the related information is addressed below:

(1) Critical judgements in applying the Group’s accounting policies

None.
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(2) Critical accounting estimates and assumptions

Evaluation of inventories
As inventories are stated at the lower of cost and net realisable value, the Group must determine the
net realisable value of inventories on balance sheet date using judgements and estimates. Due to the
rapid technology innovation, the Group evaluates the amounts of normal inventory consumption,
obsolete inventories or inventories without market selling value on balance sheet date, and writes
down the cost of inventories to the net realisable value. Such an evaluation of inventories is
principally based on the demand for the products within the specified period in the future. Therefore,
there might be material changes to the evaluation.
As at December 31, 2022, the carrying amount of inventories was $25,552,543.

6. DETAILS OF SIGNIFICANT ACCOUNTS

(1) Cash and cash equivalents

December 31, 2022 December 31, 2021

Cash on hand and revolving funds $ 837 $ 910

Checking accounts and demand
deposits 10,001,264 7,113,048
Time deposits 3,751,934 83,393
$ 13,754,035 $ 7,197,351

The Group transacts with a variety of financial institutions all with high credit quality to disperse
credit risk, so it expects that the probability of counterparty default is remote.

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

December 31, 2022 December 31, 2021

Current items:
Financial assets mandatorily measured
at fair value through profit or loss

Listed stocks $ 159,902 $ 358,892
Beneficiary certificates 1,403,385 1,593,755
1,563,287 1,952,647

Non-current items:
Financial assets mandatorily measured
at fair value through profit or loss

Beneficiary certificates $ 305,145  $ -
Hybrid instruments 53,000 -
358,145 -

$ 1,921,432 $ 1,952,647
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A. Amounts recognized in profit or loss in relation to financial assets at fair value through profit or

loss are listed below:

Year ended Year ended
December 31, 2022 December 31, 2021

Financial assets mandatorily measured at fair
value through profit or loss

Equity instruments $ 198,989) $ 102,751
Beneficiary certificates 18,006 11,613
$ 180,983) $ 114,364

B. The Group has no financial assets at fair value through profit or loss pledged to others.

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

Items December 31, 2022 December 31, 2021
Non-current items:
Equity instruments
Listed stocks $ 718,427 $ 788,460
Emerging stocks 28,771 36,046
Unlisted stocks 2,352,561 2,820,372
$ 3,099,759 $ 3,644,878

A. The Group has elected to classify equity instruments investments that are considered to be
strategic investments as financial assets at fair value through other comprehensive income. The
fair value of such investments amounted to $3,099,759 and $3,644,878 on December 31, 2022
and 2021, respectively.

B. Amounts recognized in other comprehensive income in relation to the financial assets at fair value

through other comprehensive income are listed below:

Year ended Year ended
December 31, 2022 December 31, 2021

Equity instruments at fair value through other
comprehensive income
Fair value change recognised in other

comprehensive income $ 088,964) $ 995,872

C. The Group has no financial assets at fair value through other comprehensive income pledged to

others.
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(4) Financial assets at amortized cost

Items December 31, 2022 December 31, 2021
Current items:
Time deposits $ 41,595,837 $ 43,740,876
Non-current items:
Corporate bonds $ 532,574 § -
Time deposits 85,907 80,101
$ 618,481 $ 80,101

A. Details of the Group’s financial assets at amortized cost pledged to others as collateral are provided
in Note 8.

B. Information relating to credit risk of financial assets at amortised cost is provided in Note 12(2).
The counterparties of the Group’s investments in time deposits were financial institutions who

have good credit quality, so it expects that the probability of counterparty default is remote.
(5) Accounts receivable

December 31, 2022 December 31, 2021

Accounts receivable $ 9,472,662 $ 12,877,169

Accounts receivable - related parties 2,605,318 3,210,546

Less: Allowance for bad debts ( 65,295) ( 98,710)
$ 12,012,685 $ 15,989,005

A. The aging analysis of accounts receivable is as follows:

December 31, 2022 December 31, 2021

Not past due $ 12,034,050 $ 15,874,298
Up to 30 days 43,893 210,889
31 to 90 days - 2,067
Over 90 days 37 461

$ 12,077,980 $ 16,087,715

The above aging analysis is based on past due date.
B. As at December 31, 2022 and 2021, accounts receivable were all from contracts with customers.

And as at January 1, 2021, the balance of receivables from contracts with customers amounted to
$13,748,428.

C. The Group has no accounts receivable pledged to others.

D. Information relating to credit risk of accounts receivable is provided in Note 12(2).
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(6) Inventories

December 31, 2022

Allowance for
obsolescence and

Cost market value decline Book value
Raw materials $ 9,483,560 ($ 1,024,725) $ 8,458,835
Work in process 8,905,516 ( 948,334) 7,957,182
Finished goods 10,319,326 ( 1,182,800) 9,136,526
$ 28,708,402 ($ 3,155,859) $ 25,552,543

December 31, 2021

Allowance for
obsolescence and

Cost market value decline Book value
Raw materials $ 4,585,329 ($ 364,729) $ 4,220,600
Work in process 4,946,701 ( 265,853) 4,680,848
Finished goods 8,131,233 ( 483,969) 7,647,264
$ 17,663,263 ($ 1,114,551) $ 16,548,712
Operating costs incurred on inventories for the years ended December 31, 2022 and 2021 were as
follows:
Year ended Year ended
December 31, 2022 December 31, 2021
Cost of inventories sold and others $ 54,942,909 $ 51,952,047
Inventory loss on decline in (gain on reversal of)
market value, obsolete and slow-moving
inventories 1,986,470 ( 30,051)
Loss on scrap inventory 225,576 393,887
$ 57,154,955 $ 52,315,883

(7) Investments accounted for under equity method

December 31, 2022 December 31, 2021

Estinet Technologies Incorporation $ 2,276 $ 5,081
Innorich Venture Capital Corp. 135,808 142,619
Starmems Semiconductor Corp. 32,587 43,677

$ 170,671 $ 191,377

A. The loss on investments accounted for under equity method amounted to $20,723 and $12,113 for
the years ended December 31, 2022 and 2021, respectively.
B. Starmems Semiconductor Corp. was incorporated in April 2021. The Group’s investment in the

investee amounted to $45,000.
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(8) Property, plant and equipment

Land Buildings Machinery  Test equipment Office equipment Others Total
At January 1, 2022
Cost $ 489,370 $ 3,466,696 $ 4,185,792 $§ 3,926,851 $ 492,603 §$ 2,477,232 $15,038,544
Accumulated
depreciation and
impairment - ( 1,517,259) ( 3,546,371) ( 2,638,725) ( 255,610) ( 777,641) (_ 8,735,606)
$489,370 § 1,949437 $§ 639421 § 1,288,126 § 236,993 $ 1,699,591 § 6,302,938
2022
At January 1 $489,370 § 1,949437 $ 639421 $§ 1,288,126 § 236,993 $ 1,699,591 $ 6,302,938
Additions - 47,562 125,763 729,752 45,270 1,333,812 2,282,159
Disposals - ( 57) - ( 41) ( 123) - ( 221)
Reclassifications - - 172,492 2,891 - ( 175,577) ( 194)
Depreciation - (. 130,636) ( 169,607) ( 580,087) ( 63,891) ( 122,385) ( 1,066,606)
Net exchange difference - 28,822 ( 8,401) 12,889 805 4,445 38,560
At December 31 $ 489,370 § 1,895,128 § 759,668 § 1,453,530 $ 219,054 $ 2,739,886 $ 7,556,636
At December 31, 2022
Cost $ 489,370 $ 3,083,025 $ 1,292,529 $§ 3,414,364 $ 434,731 $ 3,085,480 $11,799,499
Accumulated
depreciation and
impairment - ( 1,187,897) ( 532,861) ( 1,960,834) ( 215,677) (_ 345,594) (_ 4,242,863)
$ 489,370 § 1,895,128 § 759,668 § 1,453,530 $ 219,054 $ 2,739,886 $ 7,556,636
Land Buildings Machinery  Test equipment Office equipment Others Total
At January 1, 2021
Cost $ 387,280 $ 3,414,624 § 3,838,068 $ 3,290,307 $ 333,113 $ 1,111,004 $ 12,374,396
Accumulated
depreciation and
impairment - (1,413,842) (_ 3,429,011) ( 2,195,086) ( 207,520) (_ 680,405) (_ 7,925,864)
$ 387,280 $ 2,000,782 $§ 409,057 $§ 1,095221 3 125,593 $ 430,599 § 4,448,532
2021
At January 1 $ 387,280 $ 2,000,782 § 409,057 $§ 1,095221 $ 125,593 '$ 430,599 § 4,448,532
Additions - 16,140 356,412 686,676 161,590 1,514,187 2,735,005
Disposals - ( 146) - ( 10) ( 167) ( 73) ( 396)
Reclassifications 102,090 42,767 - - - ( 144,857) -
Depreciation - (0 114392) ( 126,350) ( 493,922) ( 50,054) ( 99,321) ( 884,039)
Net exchange difference - 4,286 302 161 31 ( 944) 3,836
At December 31 $489,370 § 1,949437 $§ 639421 § 1,288,126 § 236,993 $ 1,699,591 § 6,302,938
At December 31, 2021
Cost $ 489,370 $ 3,466,696 $ 4,185,792 $§ 3,926,851 $ 492,603 § 2,477,232 $15,038,544
Accumulated
depreciation and
impairment - ( 1,517,259) ( 3,546,371) ( 2,638,725) ( 255,610) ( 777,641) (_ 8,735,606)
$489,370 § 1,949437 $§ 639421 § 1,288,126 § 236,993 $ 1,699,591 § 6,302,938

A. There was no capitalization of borrowing costs attributable to the property, plant and equipment.

B. The Group has no property, plant and equipment pledged to others.

(9) Leasing arrangements — lessee
A. The Group leases various assets including land, buildings and transportation equipment. Lease
terms are negotiated on an individual basis and contain a wide range of different terms and
conditions. The lease agreements do not impose covenants, but leased assets may not be used as

security for borrowing purposes.
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B. The carrying amount of right-of-use assets and the depreciation are as follows:

Carrying amount
December 31, 2022 December 31, 2021

Land $ 1,354,240 $ 1,370,790
Buildings 182,939 215,177
Transportation equipment 149 1,943
$ 1,537,328 § 1,587,910
Depreciation
Year ended Year ended
December 31, 2022 December 31, 2021
Land § 28,153  $ 27,376
Buildings 76,443 81,295
Transportation equipment 1,794 1,644
$ 106,390 $ 110,315

C. For the years ended December 31, 2022 and 2021, the additions to right-of-use assets were
$69,238 and $57,016, respectively.
D. The information on profit and loss accounts relating to lease contracts is as follows:

Year ended Year ended
December 31, 2022 December 31, 2021

Items affecting profit or loss
Interest expense on lease liabilities $ 27,680 $ 28,590

E. For the years ended December 31, 2022 and 2021, the Group’s total cash outflow for leases were
$124,830 and $119,369, respectively.
(10) Investment property

Buildings
2022 2021

At January 1
Cost $ 81,152 § 81,499
Accumulated depreciation and impairment ( 39,511) ( 35,809)

$ 41,641 $ 45,690
At January 1 $ 41,641 $ 45,690
Depreciation ( 3,924) ( 3,858)
Net exchange difference 699 ( 191)
At December 31 $ 38416 $ 41,641
At December 31
Cost $ 82,504 $ 81,152
Accumulated depreciation and impairment ( 44,088) ( 39,511)

$ 38,416 §$ 41,641

-161-



A. Rental income from the lease of the investment property and direct operating expenses arising

from the investment property are shown below:

Year ended Year ended
December 31, 2022 December 31, 2021

Rental income from the lease of the investment

property $ 2274 $ 2,231
Operating expenses arising from the

investment property that generated rental

income during the year $ 3,924 § 3,858

B. The Group’s investment property is located in Mainland China. The fair value is based on
valuation information from Information Centre of Real Estate in local governments in
Mainland China and is adjusted and classified as level 3 accordingly. As at December 31, 2022
and 2021, the fair values were $133,060 and $130,525, respectively.

(11) Intangible assets

Computer Intellectual
software property Goodwill Others Total
At January 1, 2022
Cost $ 5639381 $ 5,805,930 $ 639,561 $ 281,520 $ 12,366,392
Accumulated amortisation
and impairment ( 4,737,026) ( 4,517,428) ( 639,561) ( 240,683) ( 10,134,698)
$ 902,355 $§ 1,288,502 § - 8 40,837 $§ 2,231,694
2022
At January 1 $ 902,355 $§ 1,288,502 $ - 8 40,837 $§ 2,231,694
Additions 1,459,084 308,554 - 38,240 1,805,878
Amortisation ( 962,714) ( 642,764) - ( 21,931) ( 1,627,409)
Net exchange difference 252 645 - 2,135 3,032
At December 31 $ 1,398,977 § 954,937 $ - 8 59,281 § 2,413,195
At December 31, 2022
Cost $§ 7,099807 § 6,117,679 $§ 639,561 § 348,766 $ 14,205,813
Accumulated amortisation
and impairment ( 5,700,830) ( 5,162,742) ( 639,561) ( 289,485) ( 11,792,618)
$ 1,398,977 § 954,937 $ - 8 59,281 § 2,413,195
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Computer Intellectual
software property Goodwill Others Total
At January 1, 2021
Cost $ 5,088,065 $ 4,900,421 $ 639,561 $ 275206 $ 10,903,253
Accumulated amortisation
and impairment ( 3,987,796) ( 3,981,733) ( 639,561) ( 226,839) ( 8,835,929)
$ 1,100,269 $ 918,688 $ - § 48,367 § 2,067,324
2021
At January 1 $ 1,100,269 $ 918,688 §$ - 48,367 § 2,067,324
Additions 551,638 906,330 - 14,176 1,472,144
Amortisation ( 749,514) ( 532,557) - ( 20,588) ( 1,302,659)
Net exchange difference ( 38) ( 3,959) - ( 1,118) ( 5,115)
At December 31 $ 902,355 $ 1,288,502 $ - 9 40,837 $ 2,231,694
At December 31, 2021
Cost $ 5639381 $§ 5805930 $ 639,561 §$ 281,520 $ 12,366,392
Accumulated amortisation
and impairment ( 4,737,026) ( 4,517,428) ( 639,561) ( 240,683) ( 10,134,698)
$ 902,355 § 1,288,502 $ - $ 40,837 $ 2,231,694
Details of amortization on intangible assets are as follows:
Year ended Year ended
December 31, 2022 December 31, 2021
Operating costs $ 2,615 $ 1,374
Operating expenses 1,624,794 1,301,285
$ 1,627,409 $ 1,302,659
(12) Short-term borrowings
Type of borrowings December 31, 2022 Interest rate range Collateral
Bank borrowings
Unsecured borrowings $ 13,737,994 1.18%~2.3% None
Type of borrowings December 31, 2021 Interest rate range Collateral
Bank borrowings
Unsecured borrowings $ 13,342,100 0.42%~0.57% None

Interest expense of bank borrowings recognized in profit or loss amounted to $190,063 and $78,050

for the years ended December 31, 2022 and 2021, respectively.

(13) Other payables

Accrued salaries and bonus

Payable for employees’ compensation

Other accrued expenses

Payables on equipment

Payables on software and intellectual property
Others

December 31, 2022 December 31, 2021
$ 11,366,632 $ 9,641,868
12,002,603 11,117,412
2,531,844 1,927,958
114,514 283,796
1,292,307 1,445,930
376,595 228,177
$ 27,684,495 $ 24,645,141
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(14) Long-term borrowings

Type of borrowings Borrowing period Repayment term Interest rate range Collateral December 31, 2022

Loan for Accelerated . 2021/11/8 ' Repayable in 0.925% ~
Investment by Domestic 202712715 instalment over | 125% None § 1,713,316
Corporations (Note) the agreed period ' °
Type of borrowings Borrowing period Repayment term Interest rate range Collateral December 31, 2021
Loan for Accelerated 2021/11/8 Repayable in
Investment by Domestic instalment over 0.30% None $ 1,002,799
. ~2026/12/15 .
Corporations (Note) the agreed period

Note: The Ministry of Economic Affairs implemented the “Action Plan for Accelerated Investment
by Domestic Corporations” on July 1, 2019. An entity can apply for a subsidized loan for an
eligible investment project from financial institutions at a preferential interest rate. The Group
is qualified for the loan as approved by the Ministry of Economic Affairs and entered into a
loan contract with a financial institution with a credit period of 5 years. The loan is used for
construction of plant and related facilities.

(15) Pension
A. (a) The Company has a defined benefit pension plan in accordance with the Labor Standards
Law, covering all regular employees’ service years prior to the enforcement of the Labor
Pension Act on July 1, 2005 and service years thereafter of employees who chose to continue
to be subject to the pension mechanism under the Law. Under the defined benefit pension
plan, two units are accrued for each year of service for the first 15 years and one unit for each
additional year thereafter, subject to a maximum of 45 units. Pension benefits are based on
the number of units accrued and the average monthly salaries and wages of the last 6
months prior to retirement. The Company contributes monthly an amount equal to 2% of
the employees’ monthly salaries and wages to the retirement fund deposited with Bank of
Taiwan, the trustee, under the name of the independent retirement fund committee. Also,
the Company would assess the balance in the aforementioned labor pension reserve
account by December 31, every year. If the account balance is insufficient to pay the
pension calculated by the aforementioned method to the employees expected to qualify
for retirement in the following year, the Company will make contributions for the deficit
by next March.
(b) The amounts recognized in the balance sheet are determined as follows:
December 31, 2022 December 31, 2021

Present value of defined benefit obligations  ($ 624,489) ($ 628,846)
Fair value of plan assets 533,997 534,371
Net defined benefit liability (3 90,492) ($ 94,475)
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(c) Movement in net defined benefit liabilities are as follows:

At January 1
Current service cost
Interest (expense) income

Remeasurements:

Return on plan assets

(excluding amounts included in
interest income or expense)
Change in financial assumptions
Experience adjustments

Pension fund contribution
Paid pension
At December 31

At January 1
Current service cost
Interest (expense) income

Remeasurements:

Return on plan assets

(excluding amounts included in
interest income or expense)
Change in demographic assumptions
Change in financial assumptions
Experience adjustments

Pension fund contribution
Paid pension
At December 31

2022
Present value of
defined benefit  Fair value of Net defined

obligations plan assets benefit liability
( 628,846) 534,371 ( 94,475)
( 1,136) - ( 1,136)
( 4,641) 3,760 ( 881)
( 634,623) 538,131 ( 96,492)
- ( 1,418) ( 1,418)

38,312 - 38,312
( 36,894) - ( 36,894)
1,418 ( 1,418) -

- 6,000 6,000

8,716 ( 8,716) -
(3 624,489) $ 533,997 ($ 90,492)

2021
Present value of
defined benefit ~ Fair value of Net defined

obligations plan assets benefit liability
( 600,923) 501,842 ( 99,081)
( 1,079) - ( 1,079)
( 2,056) 1,741 ( 315)
( 604,058) 503,583 ( 100,475)
- 35,943 35,943
( 34,449) - ( 34,449)
29,040 - 29,040
( 30,534) - ( 30,534)
( 35,943) 35,943 -
- 6,000 6,000

11,155 ( 11,155) -
$ 628,846) $ 534,371 ($ 94.475)

(d) The Bank of Taiwan was commissioned to manage the Fund of the Company’s defined

benefit pension plan in accordance with the Fund’s annual investment and utilization plan

and the “Regulations for Revenues, Expenditures, Safeguard and Utilization of the Labor

Retirement Fund” (Article 6: The scope of utilization for the Fund includes deposit in
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domestic or foreign financial institutions, investment in domestic or foreign listed, over-
the-counter, or private placement equity securities, investment in domestic or foreign real
estate securitization products, etc.). With regard to the utilization of the Fund, its minimum
earnings in the annual distributions on the final financial statements shall be no less than
the earnings attainable from the amounts accrued from two-year time deposits with the
interest rates offered by local banks.

(e) The principal actuarial assumptions used were as follows:

Year ended Year ended
December 31, 2022 December 31, 2021
Discount rate 1.40% 0.75%
Future salary increases 4.75% 4.75%

Future mortality rate was estimated based on the 6th Taiwan Standard Ordinary Experience
Mortality Table for the years ended December 31, 2022 and 2021.

Because the main actuarial assumption changed, the present value of defined benefit
obligation is affected. The analysis was as follows:

Discount rate Future salary increases

Increase by  Decrease by Increase by  Decrease by
0.25% 0.25% 0.25% 0.25%

December 31, 2022
Effect on present value of

defined benefit obligation $ 14,986 ($ 15,511) ($ 14,672) $ 14,260
December 31, 2021

Effect on present value of
defined benefit obligation $ 16,290 ($ 16,894) ($ 15,888) $ 15,415

The sensitivity analysis above is based on one assumption which changed while the other
conditions remain unchanged. In practice, more than one assumption may change all at once.
The method of analysing sensitivity and the method of calculating net pension liability in the
balance sheet are the same.

(f) Expected contributions to the defined benefit pension plans of the Company for the year
ending December 31, 2023 amount to $6,000.

(g) As at December 31, 2022, the weighted average duration of the retirement plan is 11 years.
The analysis of timing of the future pension payment was as follows:

Within 1 year $ 340,419
2-5 year(s) 147,204
5-10 years 162,984

$ 650,607

B. (a) Effective July 1, 2005, the Company and domestic subsidiaries have established a defined
contribution pension plan (the “New Plan”) under the Labor Pension Act (the “Act”),
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covering all regular employees with R.O.C. nationality. Under the New Plan, the Company
and its domestic subsidiaries contribute monthly an amount based on 6% of the employees’
monthly salaries and wages to the employees’ individual pension accounts at the Bureau
of Labor Insurance. Employees may receive the payment of the pension every month or
on a lump-sum basis depending on the accumulated earnings in the personal pension
account.

(b) The Company’s mainland China subsidiaries, Realsil Microelectronics Corp., Realtek
Semiconductor (Shen Zhen) Corp., Cortina Network Systems (Shanghai) Co., Ltd.,
RayMX Microelectronics Corp. and Suzhou PanKore Integrated Circuit Technology Co. Ltd.
have a defined contribution plan. Monthly contributions to an independent fund
administered by the government in accordance with the pension regulations in the People’s
Republic of China (PRC) are based on certain percentage of employees’ monthly salaries
and wages. Monthly contributions to an independent fund are administered by the
government. Other than the monthly contributions, the Group has no further obligations.

(c) The pension costs under the defined contribution pension plans of the Group for the years
ended December 31, 2022 and 2021 were $393,147 and $330,437, respectively.

(16) Provision

2022 2021
At January 1 $ 989,475 $ 1,018,706
Increase in provision 185,080 -
Effect of exchange rate 113,155 ( 29,231)
At December 31 $ 1,287,710 $ 989,475

As at December 31, 2022, provisions were estimated for potential infringement litigations.
(17) Share capital

A. As at December 31, 2022, the Company’s authority capital was $8,900,000, consisting of 890
million shares of common stock (including 80 million shares reserved for employee stock
options), and the paid-in capital was $5,128,636 with a par value of $10 (in dollars) per share.
All proceeds from shares issued have been collected.
Movements in the number (thousands of shares) of the Company's common shares
outstanding are as follows:

2022 2021
At January 1 510,684 510,684
Employees’ compensation transferred to
common shares 2,179 -
At December 31 512,863 510,684

B. On March 18, 2022, the Company’s Board of Directors resolved to distribute employees’
compensation in the form of stocks amounting to $991,338. The Company issued 2,179 thousand

shares based on the closing price of the Company’s share at the previous day of the Board
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meeting resolution at 455 NT dollar, which was approved by the competent authority, and the
record date of issuance of new shares was March 30, 2022. The registration for the distribution
of employees’ compensation was completed on April 13, 2022.

C. On January 24, 2002, the Company increased its new common stock and sold its old common
stock by issuing 13,924 thousand units of GDRs for cash. Each GDR unit represents 4
common stocks, so the total common stocks issued were 55,694 thousand shares. The
Company’s GDRs are traded in the Luxembourg Stock Exchange. As at December 31, 2022,
the outstanding GDRs were 311 thousand units, or 1,244 thousand shares of common stock,
representing 0.24% of the Company’s total common stocks.

(18) Capital surplus

Pursuant to the R.O.C. Company Act, capital surplus arising from paid-in capital in excess of par
value on issuance of common stocks and donations can be used to cover accumulated deficit or
to issue new stocks or cash to shareholders in proportion to their share ownership, provided that
the Company has no accumulated deficit. Further, the R.O.C. Securities and Exchange Act
requires that the amount of capital surplus to be capitalized mentioned above should not exceed
10% of the paid-in capital each year. Capital surplus should not be used to cover accumulated
deficit unless the legal reserve is insufficient.

2022
Change in equity
of associates
accounted for under
Share premium equity method Others Total
At January 1 $ 1,039,006 $ 61,261 $ 812 $ 1,101,079
Employees’ compensation
transferred to common shares 969,551 - - 969,551
Cash from capital surplus ( 1,025,727) - - ( 1,025,727)
Cash dividends returned - - 244 244
At December 31 $ 082,830 $ 61,261 $ 1,056 $ 1,045,147
2021
Change in equity
of associates
accounted for under
Share premium equity method Others Total
At January 1 $ 2,060,376 $ 61,035 $§ 597 $ 2,122,008
Cash from capital surplus ( 1,021,370) - - ( 1,021,370)
Changes in equity of associates
accounted for under equity method - 226 - 226
Cash dividends returned - - 215 215
At December 31 $ 1,039,006 $ 61,261 $ 812 $ 1,101,079
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(19) Retained earnings

A. Under the Company’s Articles of Incorporation, the current year’s earnings, if any, shall first
be used to pay all taxes and offset prior years’ operating losses and then 10% of the remaining
amount shall be set aside as legal reserve, if legal reserve has accumulated to an amount equal
to the paid-in capital, then legal reserve is not required to be set aside any more. After that,
special reserve shall be set aside or reversed in accordance with the related laws or the
regulations made by the Competent Authority. The remainder, if any, along with prior year’s
accumulated undistributed earnings shall be proposed by the Board of Directors. However,
the appropriation of earnings shall be resolved by the shareholders if earnings are distributed
by issuing new shares, or the appropriation of earnings shall be resolved by the Board of
Directors, if earnings are distributed in the form of cash. The Company should consider
factors affecting finance, business and operations to appropriate distributable earnings for the
period, and appropriate all or partial reserve in accordance with regulations of the Competent
Authority. Cash dividends shall account for at least 50% of the distributable earnings added in
the current year.

The Company’s dividend policy takes into consideration the Company’s future expansion
plans and future cash flows. In accordance with the Company’s dividend policy, cash
dividends shall account for at least 10% of the total dividends distributed.

In accordance with Company Act Article 240, Item 5 and Article 241, Item 2, the resolution,
for all or partial of distributable dividends, legal reserve and capital surplus are distributed in
the form of cash, will be adopted by a majority vote at a meeting of the Board of Directors
attended by at least two-thirds of the total number of directors, and will be reported to the
shareholders.

B. Except for covering accumulated deficit or issuing new stocks or cash to shareholders in
proportion to their share ownership, the legal reserve shall not be used for any other purpose.
The use of legal reserve for the issuance of stocks or cash to shareholders in proportion to
their share ownership is permitted, provided that the distribution of the reserve is limited to
the portion in excess of 25% of the Company’s paid-in capital.

C. In accordance with the regulations, the Company shall set aside special reserve from the debit
balance on other equity items at the balance sheet date before distributing earnings. When
debit balance on other equity items is reversed subsequently, the reversed amount could be
included in the distributable earnings.

D. The appropriation of 2021 and 2020 earnings had been resolved at the shareholders’ meeting
on June 8, 2022 and August 9, 2021. Details are summarized below:
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2021 2020

Dividends Dividends
per share per share
Amount (in dollars) Amount (in dollars)
Legal reserve $ 1,685,276 $ - 3 - $ -
Special reserve 220,040 - 1,339,013 -
Cash dividends 12,821,591 25.00 6,128,219 12.00
Total § 14,726,907 § 25.00 $§ 7,467,232 §$ 12.00

E. On April 22, 2022, the Board of Directors of the Company proposed to distribute cash
dividends from capital surplus to shareholders in the amount of $1,025,727 (2 NT dollar per
share).

F. On April 23, 2021, the Board of Directors of the Company proposed to distribute cash
dividends from capital surplus to shareholders in the amount of $1,021,370 (2 NT dollar per
share).

(20) Other equity items

2022
Unrealised gains Currency
(losses) on valuation translation difference Total

At January 1 $ 2,380,781 ($ 4,156,871) ($ 1,776,090)
Revaluation:

—Group ( 988,964) - ( 988,964)
Currency translation differences:

—Group - 5,451,229 5,451,229
At December 31 $ 1,391,817 $ 1,294,358 § 2,686,175

2021
Unrealised Currency
gains on valuation translation difference Total

At January 1 $ 1,384,909 ($ 2,940,958) ($ 1,556,049)
Revaluation:

—Group 995,872 - 995,872
Currency translation differences:

—Group - ( 1,215,913) ( 1,215,913)
At December 31 $ 2,380,781 ($ 4,156,871) ($ 1,776,090)

(21) Operating revenue
Year ended Year ended
December 31, 2022 December 31, 2021

Revenue from contracts with customers $ 111,789,791 $ 105,504,286

A. Disaggregation of revenue from contracts with customers
The Group derives revenue from the transfer of goods and services at a point in time in the

following major product lines:
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Integrated

Year ended December 31, 2022 circuit products  Others Total
Revenue from external customer contracts $ 111,560,194 $229,597 §$ 111,789,791
Timing of revenue recognition

At a point in time $ 111,560,194 $229,597 §$ 111,789,791

Integrated

Year ended December 31, 2021 circuit products  Others Total
Revenue from external customer contracts $ 105,374,969 $129,317 $ 105,504,286
Timing of revenue recognition

At a point in time $ 105,374,969 $129,317 $ 105,504,286

B. Contract liabilities
The Group has recognized the following revenue-related contract liabilities:
December 31, 2022 December 31, 2021 January 1,2021

Contract liabilities -advance

sales receipts $ 117,752 $ 211,100 $ 336,254
Revenue recognized that was included in the contract liability balance at the beginning of the
period:

Year ended Year ended
December 31, 2022 December 31, 2021
Contract liabilities — advance sales receipts $ 191,160 $ 269,069

C. Refund liabilities (shown in other current liabilities)
The Group estimates the discounts based on accumulated experience. The estimation is subject
to an assessment at each reporting date.
The following refund liabilities:
December 31, 2022 December 31, 2021

Refund liabilities — current $ 8,932,366 $ 7,521,493
(22) Interest income
Year ended Year ended
December 31, 2022 December 31, 2021
Interest income from bank deposits $ 950,676 $ 326,399
(23) Other income
Year ended Year ended
December 31, 2022 December 31, 2021
Dividend income $ 60,741 $ 43,713
Grant income 97,243 53,621
Other income 230,935 116,093

$ 388,919 § 213,427
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(24) Other gains and losses

Year ended Year ended
December 31, 2022  December 31, 2021
Gains (losses) on disposal of property, plant and $ 1,132 ($ 196)
equipment
Losses on disposal of investments - ( 145)
Gains arising from lease modifications 24 236
Net currency exchange gains (losses) 304,092 ( 109,466)
(Losses) gains on financial assets at fair value
through profit or loss ( 180,983) 114,364
Other losses ( 27,533) ( 176,040)
$ 96,732 ($ 171,247)
(25) Finance costs
Year ended Year ended
December 31, 2022 December 31, 2021
Interest expense
Bank borrowings $ 190,063 $ 78,050
Lease liabilities 27,680 28,590
$ 217,743  $ 106,640
(26) Expenses by nature
Year ended Year ended
December 31, 2022 December 31, 2021
Employee benefit expenses $ 29,155,537 $ 27,465,041
Depreciation 1,176,920 998,212
Amortisation 1,627,409 1,302,659
(27) Employee benefit expenses
Year ended Year ended
December 31, 2022 December 31, 2021
Wages and salaries $ 27,606,128 $ 26,163,019
Labor and health insurance fees 817,557 662,438
Pension costs 395,164 331,831
Other personnel expenses 336,688 307,753
Total $ 29,155,537 § 27,465,041

A. In accordance with the Company’s Articles of Incorporation, the Company shall appropriate
no higher than 3% for directors’ remuneration and no less than 1% for employees’
compensation, if the Company generates profit. If the Company has accumulated deficit,
earnings should be reserved to cover losses before the appropriation of directors’
remuneration and employees’ compensation.

Aforementioned employees’ compensation could be distributed by cash or stocks. Specifics
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of the compensation are to be determined by a majority vote at a meeting of the Board of
Directors attended by at least two-thirds of the total number of directors. The resolution
should be reported to the shareholders during the shareholders’ meeting.

B. For the years ended December 31, 2022 and 2021, employees’ compensation were accrued at
$4,765,898 and $4,956,694, respectively; directors’ remuneration were accrued at $120,000 and
$130,000, respectively. The amounts were estimated as operating cost or operating expense in
accordance with the Company’s Articles of Incorporation.

On March 18, 2022, the employees’ compensation of $4,956,694 and directors’ remuneration of
$130,000 for 2021 resolved at the meeting of the Board of Directors agreed with those amounts
recognized in the 2021 financial statements.

Information about employees’ compensation and directors’ remuneration of the Company as
resolved by the Board of Directors will be posted in the “Market Observation Post System” at
the website of the Taiwan Stock Exchange.

(28) Income tax
A. Income tax expense

Year ended Year ended
December 31, 2022 December 31, 2021

Current income tax:

Current income tax on profit for the year $ 969,312 $ 934,395
Tax on undistributed earnings 106,293 64,850
Prior year income tax overestimation ( 355,446) ( 276,529)
Total current income tax 720,159 722,716

Deferred income tax:
Origination and reversal of temporary

differences ( 2,444) ( 805)

Income tax expense $ 717,715  $ 721,911
B. Reconciliation between income tax expense and accounting profit
Year ended Year ended
December 31, 2022 December 31, 2021

Income tax calculated based on income $ 3,413,672 $ 3,528,450

before tax
Expenses disallowed by tax regulation and

effects from tax-exempt income ( 2,446,804) ( 2,594,860)
Prior year income tax overestimation ( 355,446) ( 276,529)
Tax on undistributed earnings 106,293 64,850
Income tax expense $ 717,715  $ 721,911
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C. Amounts of deferred income tax assets or liabilities as a result of temporary differences are as

follows:
2022
Recognised in
January 1 profit or loss December 31
Deferred income tax assets:
— Temporary differences:
Unrealised loss on market price decline $ 171,321 ($ 38,343) § 132,978
and obsolete and slow-moving
inventories and others
Deferred income tax liabilities:
— Temporary differences:
Unrealised exchange gain ( 103,512) 40,787 ( 62,725)
Total $ 67,809 § 2,444 § 70,253
2021
Recognised in
January 1 profit or loss December 31

Deferred income tax assets:
— Temporary differences:
Unrealised loss on market price decline $ 169,876 $ 1,445 % 171,321
and obsolete and slow-moving
inventories and others
Deferred income tax liabilities:
— Temporary differences:
Unrealised exchange gain ( 102,872) ( 640) ( 103,512)

Total $ 67,004 $ 805 § 67,809

D. The amounts of deductible temporary differences that were not recognized as deferred income
tax assets are as follows:
December 31, 2022 December 31, 2021
Deductible temporary differences $ 2,179,722 $ 1,414,597

E. As at December 31, 2022, the Company’s income tax returns through 2020 have been assessed
and approved by the Tax Authority.
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(29) Earnings per share

Basic earnings per share
Profit attributable to common
shareholders of the parent company

Diluted earnings per share

Profit attributable to common
shareholders of the parent company

Assumed conversion of all dilutive
potential common shares

Employees’ compensation

Profit attributable to common shareholders
of the parent company plus assumed
conversion of all dilutive potential
common shares

Basic earnings per share

Profit attributable to common
shareholders of the parent company

Diluted earnings per share

Profit attributable to common
shareholders of the parent company

Assumed conversion of all dilutive
potential common shares

Employees’ compensation

Profit attributable to common shareholders
of the parent company plus assumed
conversion of all dilutive potential
common shares

Year ended December 31, 2022
Weighted average number

of common shares Earnings
Amount after outstanding (shares per share
tax in thousands) (in dollars)
$16,204,052 512,410 §  31.62
$16,204,052 512,410
- 19,175
$16,204,052 531,585 § 3048

Year ended December 31, 2021
Weighted average number

of common shares Earnings
Amount after outstanding (shares per share
tax in thousands) (in dollars)
$16,852,759 510,684 $  33.00
$16,852,759 510,684
- 9,726
$16,852,759 520,410 $§  32.38
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(30) Supplemental cash flow information

Investing activities with partial cash payments

Year ended Year ended
December 31, 2022 December 31, 2021
Purchase of property, plant and equipment $ 2,282,159 $ 2,735,005
Add: Opening balance of payable on equipment 283,796 58,959
Less: Ending balance of payable on equipment 114,514 ( 283,796)
Cash paid during the year $ 2,680,469 $ 2,510,168
Year ended Year ended
December 31, 2022  December 31, 2021
Purchase of intangible assets $ 1,805,878 $ 1,472,144
Add: Opening balance of payable on
software and intellectual property 1,445,930 1,152,591
Less: Ending balance of payable on
software and intellectual property ( 1,292,307) ( 1,445,930)
Cash paid during the year $ 1,959,501 $ 1,178,805

(31) Changes in liabilities from financing activities

Liabilities from

Short-term Guarantee Lease Long-term financing
borrowings deposits liabilities borrowings activities-total
At January 1, 2022 $ 13,342,100 $ 1,448 $§ 1,332,705 $ 1,002,799 $§ 15,679,052
Changes in cash flow from
financing activities 395,894 ( 892) ( 97,150) 711,110 1,008,962
Interest paid - - ( 27,680) - ( 27,680)
Interest of lease liabilities - - 27,680 - 27,680
Impact of changes in
foreign exchange - - ( 1,156) - ( 1,156)
Changes in other non-cash
items - - 67,232 ( 593) 66,639
At December 31, 2022 $ 13,737,994 $ 556 § 1,301,631 $ 1,713,316 $§ 16,753,497
Liabilities from
Short-term Guarantee Lease Long-term financing
borrowings deposits liabilities borrowings activities-total
At January 1, 2021 $ 11,456,690 $ 1,251 ' $ 1,377,257 $ -3 12,835,198
Changes in cash flow from
financing activities 1,885,410 197 ( 90,779) 1,017,360 2,812,188
Interest paid - - ( 28,590) - ( 28,590)
Interest of lease liabilities - - 28,590 - 28,590
Impact of changes in
foreign exchange - - ( 3,056) - ( 3,056)
Changes in other non-cash
items - - 49,283 ( 14,561) 34,722
At December 31, 2021 $§ 13,342,100 $ 1,448 $§ 1,332,705 $ 1,002,799 $ 15,679,052
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7. RELATED PARTY TRANSACTIONS

(1) Parent and ultimate controlling party

The ultimate controlling party of the Group is the Company.

(2) Names of related parties and relationship

Names of related parties Relationship with the Company
G.M.I Technology Inc. Other related party
Actions Semiconductor Co., Ltd. Other related party
C-Media Electronics Inc. Other related party
Greatek Electronics Inc. Other related party
EmBestor Technology Inc. Other related party

(3) Significant related party transactions and balances

A. Operating revenue

Year ended Year ended
December 31, 2022 December 31, 2021

Sales of goods:

G.M.I Technology Inc. $ 16,520,851 §$ 16,083,737
Others 395,667 623,758
$ 16,916,518 $ 16,707,495

Goods are sold based on the price lists in force and terms that would be available to third parties,
and the general collection term was 30 ~ 60 days after monthly billings.

B. Processing cost

Year ended Year ended
December 31, 2022 December 31, 2021
Greatek Electronics Inc. $ 1,057,117 $ 1,339,141
Others 10,598 8,413
$ 1,067,715 $ 1,347,554

Processing cost is paid to related parties on normal commercial terms and conditions, and the
general payment term was 69 days after monthly billings.

C. Receivables from related parties

December 31, 2022 December 31, 2021

Accounts receivable:

G.M.I Technology Inc. $ 2,548,128 $ 3,146,078
Other 46,117 46,106
$ 2,594,245 $ 3,192,184

Aforementioned receivables were 30 ~ 60 days after monthly billings. The receivables from
related parties arise mainly from sale transactions. The receivables are unsecured in nature and

bear no interest.

-177-



D. Payables to related parties
December 31, 2022 December 31, 2021

Accounts payable:
Greatek Electronics Inc. $ 156,225 $ 333,380
Others 71 1,033

$ 156,296 $ 334,413

The payment term above was 69 days after monthly billings. The payables to related parties arise
mainly from processing cost. The payables bear no interest.

E. Other transactions and other payables (receivables):

Year ended Year ended
December 31, 2022 December 31, 2021
Ending Ending
Amount balance Amount balance
Other related parties-

Sales commissions $ 722,001 $ 90,401 $ 633,550 $ 101,253
Cash dividends revenue ($ 30,114) $ - (8 21,761) $ -
Technical royalty revenue ($ 14,291) $ - ($ 31,451) $ -
Other $ -3 - $ 327 $ -

The payment term above was 49 days after monthly billings; the collection term was 30 ~ 60
days after monthly billings.

(4) Key management compensation

Year ended Year ended
December 31, 2022 December 31, 2021
Salaries and other short-term employee benefits $ 564,883 § 248,487
Post-employment benefits 3,875 3,103
Total $ 568,758 § 251,590
8. PLEDGED ASSETS
The Group’s assets pledged as collateral are as follows:
Book value
Pledged asset December 31,2022  December 31, 2021 Purposes
Time deposits (shown in Guarantee for the
financial assets at amortised importation customs
cost non-current) $ 31,348  § 31,048  duties of materials
Guarantee for leasing
land and office in
" 54,559 49,053  science park
$ 85,907 $ 80,101
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9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNIZED CONTRACT COMMITMENTS

(1) Contingencies
A. In 2020, Divx, LLC brought actions for patent infringement in United States International Trade

Commission (“ITC”) and United States District Court of Delaware against the Company’s IC
products. On July 4, 2021, DivX terminated the investigation against the Company in ITC.

B. In 2020, KONINKLIJKE PHILIPS N.V. and PHILIPS NORTH AMERICA LLC brought
actions for patent infringement in United States International Trade Commission (“ITC”) and
United States District Court of Delaware against the Company’s IC products. On March 23,
2022, ITC issued the final determination finding non-infringement for the accused Company’s
IC products and non-existence of the required domestic industry.

C. Future Link Systems, LLC brought actions for patent infringement in United States
International Trade Commission (“ITC”) and United States District Court for the Western
District of Texas against the Company’s IC products. Due to the Plaintiff/ Complainant’ s
withdrawal of its patent infringement complaints, the patent infringement cases have been
terminated.

D. BANDSPEED, LLC brought an action for patent infringement in United States District Court
for the Western District of Texas against the Company’s IC products. The case is still pending,
and the Company is unable to reliably determine the outcome of the case.

E. Advanced Micro Devices, Inc./ ATI Technologies ULC brought an action for patent
infringement in United States International Trade Commission (“ITC”) and United States
District Court for the Eastern District of Texas against the Company’s IC products. The case is
still pending, and the Company is unable to reliably determine the outcome of the case.

F. American Patent LLC brought an action for patent infringement in United States District Court
for the Eastern District of Texas against the Company’s IC products. The case is still pending,
and the Company is unable to reliably determine the outcome of the case.

(2) Commitments
None.
10. SIGNIFICANT DISASTER LOSS
None.
11. SIGNIFICANT EVENTS AFTER THE BALANCE SHEET DATE
None.
12. OTHERS

(1) Capital management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a
going concern in order to provide returns for shareholders and to maintain an optimal capital
structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the
Company may adjust the amount of dividends paid to shareholders, return capital to shareholders,

1ssue new shares or sell assets to reduce debt.
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(2) Financial instruments

A. Financial instruments by category

Financial assets
Financial assets at fair value through
profit or loss
Financial assets mandatorily
measured at fair value through
profit or loss

Financial assets at fair value through
other comprehensive income
Designation of equity instrument

Financial assets at amortised cost/
Receivables
Cash and cash equivalents
Financial assets at amortised cost
Accounts receivable (including

related parties)
Other receivables
Refundable deposits

Financial liabilities
Financial liabilities at amortised cost

Short-term borrowings

Notes payable

Accounts payable (including related
parties)

Other payables (including related
parties)

Long-term borrowings

Guarantee deposits

Other financial liabilities

Lease liabilities

B. Financial risk management policies

December 31, 2022

December 31, 2021

1,921,432 1,952,647
3,099,759 3,644,878
13,754,035 7,197,351
42,214,318 43,820,977
12,012,685 15,989,005
488,769 156,928
2,191,910 734,855
70,661,717 67,899,116
13,737,994 13,342,100
- 3,276
10,496,375 11,439,981
27,774,896 24,746,394
1,713,316 1,002,799
556 1,448
8,932,366 7,521,493
62,655,503 58,057,491
1,301,631 1,332,705

(a) The Group’s activities expose it to a variety of financial risks: market risk (including

foreign exchange risk, interest rate risk and price risk), credit risk and liquidity risk.

(b) Risk management is carried out by a Group finance under policies approved by the Board

of Directors. Group finance identifies, evaluates, and hedges financial risks in close

cooperation with the Group’s operating units.



C. Significant financial risks and degrees of financial risks
(a) Market risk

Foreign exchange risk

1.

ii.

iil.

The Group operates internationally and is exposed to foreign exchange risk arising
from various currency exposures, primarily with respect to USD and CNY. Foreign
exchange risk arises from future commercial transactions, recognized assets, and
liabilities.

Management has set up a policy to require the Group to manage its foreign exchange
risk against its functional currency. The Group is required to hedge its entire foreign
exchange risk exposure with the Group finance.

The Group’s businesses involve some functional currency operations (the Company’s
and other certain subsidiaries’ functional currency: NTD ; other certain subsidiaries’
functional currency: USD and CNY). The information on assets and liabilities
denominated in foreign currencies whose values would be materially affected by the
exchange rate fluctuations is as follows:

December 31, 2022
Foreign currency

amount Book value
(In thousands) Exchange rate (NTD)
(Foreign currency:
functional currency)
Financial assets
Monetary items
USD:NTD $ 246,929 30.708 $ 7,582,696
Non-monetary items
USD:NTD 1,881,393 30.708 57,773,816

Financial liabilities

Monetary items
USD:NTD 354,424 30.708 10,883,652
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December 31, 2021
Foreign currency

amount Book value
(In thousands) Exchange rate (NTD)
(Foreign currency:
functional currency)
Financial assets
Monetary items
USD:NTD $ 371,907 27.690 $ 10,298,105
Non-monetary items
USD:NTD 1,692,376 27.690 46,861,891
Financial liabilities
Monetary items
USD:NTD 458,477 27.690 12,695,228

The exchange gains (losses), including realized and unrealized arising from significant
foreign exchange variation on the monetary items held by the Group for the years ended
December 31, 2022 and 2021, amounted to $304,092 and ($109,466), respectively.

Analysis of foreign currency market risk arising from significant foreign exchange

variation:
Year ended December 31, 2022
Sensitivity analysis

Effect on other
Effect on comprehensive
Degree of variation  profit or loss income

(Foreign currency:
functional currency)
Financial assets

Monetary items
USD:NTD 1% $ 75,827 $ -
Non-monetary items
USD:NTD 1% - 577,738
Financial liabilities

Monetary items
USD:NTD 1% ( 108,837) -
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Year ended December 31, 2021

Sensitivity analysis

Effect on other
Effect on comprehensive
Degree of variation  profit or loss income

(Foreign currency:
functional currency)
Financial assets

Monetary items
USD:NTD 1% $ 102981 $ -
Non-monetary items
USD:NTD 1% - 468,619
Financial liabilities

Monetary items
USD:NTD 1% ( 126,952) -

Price risk

1. The Group’s equity securities, which are exposed to price risk, are the held financial assets
at fair value through profit or loss and financial assets at fair value through other
comprehensive income.

ii. The Group’s investments in equity securities comprise shares and open-end funds issued
by the domestic and foreign companies. The prices of equity securities would change due
to the change of the future value of investee companies. If the prices of these equity
securities had increased/decreased by 10% with all other variables held constant, post-tax
profit for the years ended December 31, 2022 and 2021 would have increased/decreased
by $192,143 and $195,265, respectively, as a result of gains/losses on equity securities
classified as at fair value through profit or loss. Other components of equity would have
increased/decreased by $309,976 and $364,488, respectively, as a result of gains/losses
on equity securities classified as at fair value through other comprehensive income.

Cash flow and fair value interest rate risk

The Group has no material interest rate risk.
(b) Credit risk

1. Credit risk refers to the risk of financial loss to the Group arising from default by the
clients or counterparties of financial instruments on the contract obligations. The main
factor is that counterparties could not repay in full the accounts receivable based on the
agreed terms, and the contract cash flows of financial assets at amortized cost.

ii. The Group manages their credit risk taking into consideration the entire Group’s concern.
According to the Group’s credit policy, each local entity in the Group is responsible for
managing and analyzing the credit risk for each of their new clients before standard
payment and delivery terms and conditions are offered. Internal risk control assesses the

credit quality of the customers, taking into account their financial position, past
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1v.

V1.

Vil.

Vil

experience and other factors.

The Group adopts the assumption under IFRS 9, that is, the default occurs when the

contract payments are past due over 90 days.

The Group adopts the following assumption under IFRS 9 to assess whether there has

been a significant increase in credit risk on that instrument since initial recognition:

If the contract payments were past due over 30 days based on the terms, there has been a

significant increase in credit risk on that instrument since initial recognition.

The following indicators are used to determine whether the credit impairment of debt

instruments has occurred:

(1) It becomes probable that the issuer will enter bankruptcy or other financial
reorganization due to their financial difficulties;

(i) The disappearance of an active market for that financial asset because of financial
difficulties;

(ii1) Default or delinquency in interest or principal repayments;

(iv) Adverse changes in national or regional economic conditions that are expected to
cause a default.

The Group classifies customers’ accounts receivable in accordance with customer types.

The Group applies the modified approach using provision matrix to estimate expected

credit loss under the provision matrix basis.

The Group wrote-off the financial assets, which cannot be reasonably expected to be

recovered, after initiating recourse procedures. However, the Group will continue

executing the recourse procedures to secure their rights.

1. The Group used the forecast ability of semiconductor industry research report to adjust

historical and timely information to assess the default possibility of accounts receivable.

As at December 31, 2022, and 2021, the provision matrix are as follows:
1~90 days Over 90 days

Not past due past due past due Total
At December 31, 2022
Expected loss rate 0%~1% 0%~1% 100%
Total book value $ 12,034,050 $ 43,893 § 37 $ 12,077,980
Loss allowance $ 64,819 $ 439 § 37§ 65,295
1~90 days Over 90 days
Not past due past due past due Total
At December 31, 2021
Expected loss rate 0%~1% 0%~1% 100%
Total book value $ 15,874,298 $ 212,956 $ 461 $ 16,087,715
Loss allowance $ 96,119 $ 2,130 $ 461 $ 98,710
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ix. Movements in relation to the Group applying the modified approach to provide loss
allowance for accounts receivable are as follows:

2022

Loss allowance for
accounts receivable

At January 1 $ 98,710

Reversal of impairment loss ( 33,415)

At December 31 $ 65,295
2021

Loss allowance for
accounts receivable

At January 1 $ 95,360
Provision for impairment loss 3,350
At December 31 $ 98,710

x. For investments in debt instruments to the Group at amortised cost, the credit rating levels

are presented below:

December 31, 2022

Lifetime
Significant
increase in Impairment
12 months  creditrisk  of credit Total
Financial assets at amortised cost
Group 1 $ 41,681,744 $ - 8 - $41,681,744
Group 2 532,574 - - 532,574
$ 42214318 $ - 8 - $42214318

December 31, 2021

Lifetime
Significant
increase in  Impairment
12 months  credit risk  of credit Total
Financial assets at amortised cost
Group 1 $ 43,820,977 $ - 3 - $43,820,977

Group 1: Time deposits with original maturity over three months deposited in financial
institutions having good credit quality.
Group 2: Standard Poor’s, Fitch’s, or Moody’s rating of A-level.
(c) Liquidity risk
1. Cash flow forecasting is performed in the operating entities of the Group and aggregated

by Group finance. Group finance monitors forecasts of the Group’s liquidity requirements

-185-



il.

1il.

1v.

to ensure it has sufficient cash to meet operational needs while maintaining sufficient
headroom on its undrawn committed borrowing facilities.

Group finance invests surplus cash in interest bearing current accounts, time deposits,
money market deposits and marketable securities, choosing instruments with appropriate
maturities or sufficient liquidity to provide sufficient headroom as determined by the
above-mentioned forecasts.

The table below analyses the Group’s non-derivative financial liabilities into relevant
maturity groupings based on the remaining period at the balance sheet date to the
contractual maturity date for non-derivative financial liabilities. The amounts disclosed

in the table are the contractual undiscounted cash flows.

Non-derivative financial liabilities:

Less than 1 Between 1
December 31, 2022 year and 5 years  Over 5 years
Short-term borrowings $13,737,994 $ - $ -
Accounts payable (including related
parties) 10,496,375 - -
Other payables (including related parties) 27,774,896 - -
Lease liabilities 120,508 307,758 1,305,338
Long-term borrowings - 1,728,470 -
Guarantee deposits - - 556
Other financial liabilities 8,932,366 - -
Non-derivative financial liabilities:
Less than 1 Between 1
December 31, 2021 year and 5 years  Over 5 years
Short-term borrowings $13,342,100 $ - 3 -
Notes payable 3,276 - -
Accounts payable (including related
parties) 11,439,981 - -
Other payables (including related parties) 24,746,394 - -
Lease liabilities 115,821 334,479 1,340,088
Long-term borrowings - 1,017,360 -
Guarantee deposits - - 1,448
Other financial liabilities 7,521,493 - -

The Group does not expect the timing of occurrence of the cash flows estimated through
the maturity date analysis will be significantly earlier, nor expect the actual cash flow

amount will be significantly different.
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(3) Fair value information

A. The different levels that the inputs to valuation techniques are used to measure fair value of

w

financial and non-financial instruments have been defined as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date. A market is regarded as active where a
market in which transactions for the asset or liability take place with sufficient
frequency and volume to provide pricing information on an ongoing basis. The fair
value of the Group’s investment in listed stocks and beneficiary certificates is
included in Level 1.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly.

Level 3: Unobservable inputs for the asset or liability. The fair value of the Group’s
investment in equity investment without active market is included in Level 3.

Fair value information of investment property at cost is provided in Note 6(10).

The related information of financial and non-financial instruments measured at fair value by

level on the basis of the nature, characteristics and risks of the assets is as follows:

(a) The related information of nature of the assets is as follows:
December 31, 2022 Level 1 Level 2 Level 3 Total
Assets
Recurring fair value measurement
Financial assets at fair value
through profit or loss
Equity securities $1,868,432 $ - S - $1,868,432
Hybrid instrument - - 53,000 53,000
Financial assets at fair value
through other comprehensive

income

Equity securities 747,198 - 2,352,561 3,099,759
Total $2,615,630 $ - $2,405,561 $ 5,021,191
December 31, 2021 Level 1 Level 2 Level 3 Total
Assets

Recurring fair value measurement
Financial assets at fair value

through profit or loss

Equity securities $ 1,952,647
Financial assets at fair value

through other comprehensive

&~
1

&
1

$ 1,952,647

income
Equity securities 824,506 - 2,820,372 3,644,878
Total $2,777,153  $ - $2,820,372 $5,597,525
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(b) The methods and assumptions the Group used to measure fair value are as follows:
1. The instruments the Group used market quoted prices as their fair values (that is, Level

1) are listed below by characteristics:

Closed- Open- Convertible
Listed end end  Government Corporate (exchangeable)
shares  fund fund bond bond bond
Market  Closing Closing Net asset Translation Weighted average Closing price
quoted price price  price value price quoted price

ii. Except for financial instruments with active markets, the fair value of other financial
instruments is measured by using valuation techniques. The fair value of financial
instruments measured by using valuation techniques can be referred to current fair
value of instruments with similar terms and characteristics in substance, discounted
cash flow method or other valuation methods, including calculated by applying model
using market information available at the consolidated balance sheet date.

iii. The output of valuation model is an estimated value and the valuation technique may
not be able to capture all relevant factors of the Group’s financial and non-financial
instruments. Therefore, the estimated value derived using valuation model is adjusted
accordingly with additional inputs.

D. For the years ended December 31, 2022 and 2021, there was no transfer between Level 1 and
Level 2.

E. The following chart is the movement of Level 3 for the years ended December 31, 2022 and
2021:

2022 2021
Non-derivative Non-derivative
equity instrument equity instrument

At January 1 $ 2,820,372 $ 2,031,480
Received in the period 53,000 -
(Losses) gains recognized in other

comprehensive income ( 467,811) 788,892
At December 31 $ 2,405,561 $ 2,820,372

F. For the years ended December 31, 2022 and 2021, there was no transfer into or out from Level
3.

G. The finance division is in charge of valuation procedures for fair value measurements being
categorized within Level 3, which is to verify independent fair value of financial instruments.
Such assessment is to ensure the valuation results are reasonable by applying independent
information to make results close to current market conditions, confirming the resource of
information is independent, reliable and in line with other resources and represented as the

exercisable price, updating inputs used to the valuation model and making any other necessary
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adjustments to the fair value.

. The following is the qualitative information of significant unobservable inputs and sensitivity

analysis of changes in significant unobservable inputs to valuation model used in Level 3 fair

value measurement:

Fair value at Significant Range
December 31,  Valuation unobservable (weighted Relationship of
2022 technique input average) inputs to fair value
Non-derivative
equity
instrument:
Unlisted $ 118,812 Market Price to book 3.18 The higher the
shares comparable  ratio multiple multiple, the higher
companies the fair value
" 40,408 Net asset Not applicable - Not applicable
value
Private equity 2,193,341 Net asset Not applicable - Not applicable
fund investment value
Hybrid
instrument
Convertible 53,000 Binomial Not applicable - Not applicable
notes Model
Fair value at Significant Range
December 31,  Valuation unobservable (weighted Relationship of
2021 technique input average) inputs to fair value
Non-derivative
equity
instrument:
Unlisted $ 106,304 Market Price to book 15.33 The higher the
shares comparable  ratio multiple multiple, the higher
companies the fair value
" 30,270 Net assetvalue Not applicable - Not applicable
Private equity 2,683,798 Net assetvalue Not applicable - Not applicable

fund imvestment

. The Group has carefully assessed the valuation models and assumptions used to measure fair

value; therefore, the fair value measurement is reasonable. However, use of different valuation

models or assumptions may result in different measurement. The following is the effect of

profit or loss or of other comprehensive income from financial assets and liabilities

categorized within Level 3 if the inputs used to valuation models have changed:
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December 31, 2022
Recognized in other

Recognized in profit or loss comprehensive income
Favourable Unfavourable Favourable Unfavourable
Input Change Change change Change change
Financial assets
Price to
Equity instrument ~ book ratio +1% $ - $ -5 1,519 (§ 1,519)
multiple
December 31, 2021
Recognized in other
Recognized in profit or loss comprehensive income
Favourable Unfavourable Favourable Unfavourable
Input Change Change change Change change
Financial assets
Price to
Equity instrument book ratio +1% § - § - S 7,283 (§ 7,283)
multiple

(4) Effects on the Group’s operation arising from the COVID-19 pandemic

In response to the COVID-19 pandemic, the Company adjusted the working pattern of its employees,

enhanced cleaning and disinfection and other measures to comply with the government

regulations. As at December 31, 2022, the Group assessed that the epidemic had no significant

impact on the overall operating activities and financial statements.
13. SUPPLEMENTARY DISCLOSURES

(1) Significant transactions information

A.
B.
C.

L.
J.

Loans to others: Please refer to table 1.
Provision of endorsements and guarantees to others: Please refer to table 2.
Holding of marketable securities at the end of the period (not including subsidiaries, associates

and joint ventures): Please refer to table 3.

. Acquisition or sale of the same security with the accumulated cost exceeding $300 million or

20% of the Company’s paid-in capital: None.

. Acquisition of real estate reaching $300 million or 20% of paid-in capital or more: None.

Disposal of real estate reaching $300 million or 20% of paid-in capital or more: None.

. Purchases or sales of goods from or to related parties reaching $100 million or 20% of paid-

in capital or more: Please refer to table 4.

. Receivables from related parties reaching $100 million or 20% of paid-in capital or more:

Please refer to table 5.
Trading in derivative instruments undertaken during the reporting periods: None.

Significant inter-company transactions during the reporting periods: Please refer to table 6.

(2) Information on investees

Names, locations, and other information of investee companies (not including investees in
Mainland China): Please refer to table 7.
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(3) Information on investments in Mainland China

A. Basic information: Please refer to table 8.
B. Significant transactions, either directly or indirectly through a third area, with investee
companies in the Mainland Area: Please refer to tables 1, 2 and 6.
(4) Major shareholders information
As at December 31, 2022, the Company had no shareholders who hold over 5% (including 5%)
of the Company’s shares.
14. SEGMENT INFORMATION

(1) General information

The Group operates business only in a single industry. The Chief Operating Decision-Maker, who
allocates resources and assesses performance of the Group as a whole, has identified that the
Group has only one reportable operating segment.

(2) Measurement of segment information

The Chief Operating Decision-Maker assesses the performance of the operating segments based
on the consolidated financial statements. The accounting policy of operating segments is the same
as that described in Note 4.

(3) Information on segment profit (loss), assets and liabilities

The revenue from external customers and segment financial information reported to the Chief
Operating Decision-Maker is measured in a manner consistent with that in the consolidated

statement of comprehensive income.

(4) Reconciliation for segment profit (loss)
The segment assets, liabilities and profit before income tax reported to the Chief Operating
Decision-Maker is measured in a manner consistent with that in the consolidated balance sheet
and consolidated statement of comprehensive income. As a result, no reconciliation was reported.

(5) Information on products and services

Revenue from external customers is derived from the sale of integrated circuits. Other income is
derived from design, royalty and technical services.

Breakdown of the revenue from all sources are as follows:

Year ended Year ended
December 31, 2022 December 31, 2021
Revenue from ICs $ 111,560,194 $ 105,374,969
Others 229,597 129,317

Total $ 111,789,791 § 105,504,286
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(6) Geographical information

Geographical information for the years ended December 31, 2022 and 2021 is as follows:

Year ended December 31, 2022 Year ended December 31, 2021

Revenue Non-current assets Revenue Non-current assets
Taiwan $ 48,934,459 $ 10,914,084 $ 48,015,150 $ 9,397,141
Asia 61,794,824 643,800 56,984,374 670,167
Others 1,060,508 79,018 504,762 96,671
Total $ 111,789,791 $ 11,636,902 § 105,504,286 $ 10,163,979

Note: Non-current assets exclude financial instruments and deferred income tax assets.
(7) Major customer information

Major customer information of the Group for the years ended December 31, 2022 and 2021 is as
follows:

Year ended December 31, 2022 Year ended December 31, 2021

Revenue Segment Revenue Segment
Customer B $ 23,180,512 The whole group $ 24,336,918 The whole group
Customer D 25,425,420 " 22,895,750 "
Customer A 16,520,851 " 16,083,737 "
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VI. Parent Company Only Financial Statements

INDEPENDENT AUDITORS’ REPORT TRANSLATED FROM CHINESE

PWCR22003333
To the Board of Directors and Shareholders of Realtek Semiconductor Corporation

Opinion

We have audited the accompanying parent company only balance sheets of Realtek Semiconductor
Corporation (the “Company”) as at December 31, 2022 and 2021, and the related parent company only
statements of comprehensive income, of changes in equity and of cash flows for the years then ended,
and notes to the parent company only financial statements, including a summary of significant

accounting policies.

In our opinion, based on our audits and the reports of other auditors (please refer to the Other matter
section ), the accompanying parent company only financial statements present fairly, in all material
respects, the financial position of the Company as at December 31, 2022 and 2021, and its financial
performance and its cash flows for the years then ended in accordance with the Regulations Governing

the Preparation of Financial Reports by Securities Issuers.

Basis for opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and 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 satatements section of our report. We are independent
of the Company in accordance with the Norm of Professional Ethics for Certified Public Accountants of
the Republic of China, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. Based on our audits and the reports of other auditors, we believe that the audit evidence

we have obtained is sufficient and appropriate to provide a basis for our opinion.
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Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the Company’s 2022 parent company only financial statements. 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, we do not provide a separate opinion on these matters.

Key audit matters for the Company’s 2022 parent company only financial statements are stated as

follows:

Valuation of inventories

Description

Refer to Note 4(11) of the parent company only financial statements for inventory valuation policies,
Note 5(2) for uncertainty of accounting estimates and assumptions of inventory valuation and Note 6(3)
for the details of inventories.

The Company is primarily engaged in researching, developing, manufacturing, selling of various
integrated circuits and related application software. Inventories are stated at the lower of cost and net
realizable value. Due to the balances of inventories are significant to the financial statements and the
rapid technological changes in the industry, there is a higher risk of decline in market value and
obsolescence of inventories. Thus, we considered the valuation of inventories as one of the key audit

matters.

How our audit addressed the matter

We performed the following audit procedures in respect of the above key audit matter:

1. Obtained an understanding of accounting policies on the provision for inventory valuation losses and
assessed the reasonableness.

2. Validated the accuracy of inventory aging report, as well as sampled and confirmed the consistency
of quantities and amounts with detailed inventory listing, verified dates of movements with supporting
documents and ensured the proper categorization of inventory aging report.

3. Evaluated and confirmed the reasonableness of net realizable value for inventories through validating

respective supporting documents.
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Other matter — Reference to the audits of other auditors

We did not audit the financial statements of certain investments accounted for under equity method.
Those financial statements were audited by other auditors whose reports thereon have been furnished to
us, and our opinion expressed herein is based solely on the reports of the other auditors. Investments
accounted for under equity method amounted to NT$424,493 thousand and NT$763,850 thousand,
constituting 0.42% and 0.83% of total assets as at December 31, 2022 and 2021, respectively.
Comprehensive (losses) income amounted to (NT$266,649) thousand and NT$236,416 thousand,
constituting (1.29)% and 1.42% of total comprehensive income for the years ended December 31, 2022
and 2021, respectively.

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 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.

Auditor’s 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
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with Standards of Auditing of the Republic of China

will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
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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 parent company only financial

statements.

As part of an audit in accordance with Standards on Auditing of the Republic of China, we exercise

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

I.

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.

. 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.

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

estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,

based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the 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 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 report. However, future events or conditions may cause the Company to cease to

continue as a going concern.

. 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.
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6. Obtain sufficient appropriate audit evidence regarding the financial information of the 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.

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 of the current
period and are therefore the key audit matters. We describe these matters in our auditor’s report unless
law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such

communication.

Li, Tien-Yi Cheng, Ya-Huei
For and on behalf of PricewaterhouseCoopers, Taiwan
February 24, 2023

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

As the financial statements are the responsibility of the management, PricewaterhouseCoopers cannot accept any liability for
the use of, or reliance on, the English translation or for any errors or misunderstandings that may derive from the translation.
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REALTEK SEMICONDUCTOR CORPORATION
PARENT COMPANY ONLY BALANCE SHEETS
DECEMBER 31, 2022 AND 2021
(Expressed in thousands of New Taiwan dollars)

December 31, 2022 December 31, 2021

Assets Notes AMOUNT % AMOUNT %
Current assets

1100 Cash and cash equivalents 6(1) $ 2,538,812 3 2,874,335 3
1110 Financial assets at fair value through

profit or loss - current 57,533 - 129,129 -
1170 Accounts receivable, net 6(2) 5,364,402 5 7,908,657 9
1180 Accounts receivable, net - related 6(2) and 7

parties 1,096,212 1 1,809,669 2
1200 Other receivables 2,861 - 8,161 -
1210 Other receivables - related parties 7 6,910,735 7 7,534,133 8
130X Inventories, net 6(3) 12,024,974 12 11,800,895 13
1410 Prepayments 366,842 - 486,118 -
11XX Total current assets 28,362,371 28 32,551,097 35

Non-current assets

1510 Financial assets at fair value through

profit or loss - non-current 53,000 - - -
1517 Financial assets at fair value through

other comprehensive income - non-

current 61,455 - - ,
1535 Financial assets at fair value - non- 8

current 81,197 - 75,858 -
1550 Investments accounted for under 6(4)

equity method 59,161,713 59 48,827,097 53
1600 Property, plant and equipment 6(5) 7,133,169 7 5,891,478 7
1755 Right-of-use assets 6(6) 1,331,689 1 1,357,716 2
1780 Intangible assets 6(7) 2,353,616 3 2,143,811 2
1840 Deferred income tax assets 132,969 - 171,321 -
1900 Other non-current assets 2,262,850 2 719,802 1
15XX Total non-current assets 72,571,658 72 59,187,083 65
1XXX Total assets $ 100,934,029 100 91,738,180 100

(Continued)
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REALTEK SEMICONDUCTOR CORPORATION

PARENT COMPANY ONLY BAL ANCE SHEETS

DECEMBER 31, 2022 AND 2021

(Expressed in thousands of New Taiwan dollars)

December 31, 2022

December 31, 2021

Liabilities and Equity Notes AMOUNT % AMOUNT %
Current liabilities
2100 Short-term borrowings 6(8) $ 13,737,994 4 % 13,342,100 15
2130 Contract liabilities - current 6(16) 52,282 - 84,259
2150 Notes payable - - 3,276
2170 Accounts payable 4,411,608 5 7,349,443 8
2180 Accounts payable - related parties 7 90,102 - 236,973
2200 Other payables 6(9) 25,604,066 25 22,905,637 25
2220 Other payables - related parties 7 232,531 - 63,954
2230 Current income tax liabilities 1,374,807 1 1,443,630 2
2280 Lease liabilities - current 27,166 - 26,419
2300 Other current liabilities 6(16) 5,701,663 6 5,044,464 5
21XX Total current liabilities 51,232,219 51 50,500,155 55
Non-current liabilities
2540 Long-term borrowings 6(10) 1,713,316 2 1,002,799 1
2570 Deferred income tax liabilities 62,725 - 103,512
2580 Lease liabilities - non-current 1,067,060 1 1,078,976 2
2600 Other non-current liabilities 6(11) 105,477 - 110,087
25XX Total non-current liabilities 2,948,578 3 2,295,374 3
2XXX Total liabilities 54,180,797 54 52,795,529 58
Equity
Share capital 6(12)
3110 Common shares 5,128,636 5 5,106,849 5
Capital surplus 6(13)
3200 Capital surplus 1,045,147 1 1,101,079 1
Retained earnings 6(14)
3310 Legal reserve 7,262,359 7 5,577,083 6
3320 Special reserve 1,776,089 2 1,556,049 2
3350 Undistributed earnings 28,854,826 29 27,377,681 30
Other equity 6(15)
3400 Other equity interest 2,686,175 2 ( 1,776,090) ( 2)
3XXX Total equity 46,753,232 46 38,942,651 42
Significant contingent liabilities and 9
unrecognized contract commitments
3X2X Total liabilities and equity $ 100,934,029 100 $ 91,738,180 100

The accompanying notes are an integral part of these parent company only financial statements.
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REALTEK SEMICONDUCTOR CORPORATION
PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021
(Expressed in thousands of New Taiwan dollars, except earnings per share amounts)

Year ended December 31

2022 2021
Items Notes AMOUNT % AMOUNT %
4000  Operating revenue 6(16) and 7 $ 67,491,952 100 $ 68,352,652 100
5000  Operating costs 6(3) and 7 ( 35,701,718) ( 53) ( 35,369,895) ( 52)
5900  Gross profit 31,790,234 47 32,982,757 48
5910 Unrealized profit from sales ( 168) - - -
5920 Realized profit from sales 1,427 - - -
5950  Net operating margin 31,791,493 47 32,982,757 48
Operating expenses 7
6100 Selling expenses ( 2,979,097) ( 4) ( 2,968,243) ( 4)
6200 General and administrative expenses ( 2,880,970) ( 4) ( 2,808,054) ( 4)
6300 Research and development expenses ( 24,745 ,357) ( 37) ( 23,003,371) ( 34)
6450 Expected credit gains (losses) 12(2) 33,415 - ( 3,350) -
6000 Total operating expenses ( 30,572,009) ( 45) ( 28,783,018) ( 42)
6900  Operating income 1,219,484 2 4,199,739 6
Non-operating income and expenses
7100 Interest income 7 227,202 - 27,803 -
7010 Other income 7 227,189 - 66,543 -
7020 Other gains and losses 203,097 - ( 205,702) ( 1)
7050 Finance costs ( 201,454) - 94,875) -
7070 Share of profit of associates and 6(4)
joint ventures accounted for under
equity method 15,206,534 23 13,564,251 20
7000 Total non-operating income and
expenses 15,662,568 23 13,358,020 19
7900  Profit before income tax, net 16,882,052 25 17,557,759 25
7950 Income tax expense ( 678,000) ( 1) ( 705,000) ( 1)
8200  Net income for the year $ 16,204,052 24§ 16,852,759 24
Other comprehensive income, net 6(15)
Components of other comprehensive
income (losses) that will not be
reclassified to profit or loss
8316 Unrealised income from investments
in equity instruments measured at
fair value through other
comprehensive income $ 26,419 - 3 - -
8330 Share of other comprehensive
(losses) income of associates and
joint ventures accounted for under
equity method ( 1,015,383) ( 1) 995,872 2
8310 Total other comprehensive (losses)
income that will not be reclassified
to profit or loss ( 988,964) ( 1) 995,872 2
Components of other comprehensive
(losses) income that will be
reclassified to profit or loss
8380 Share of other comprehensive
income (losses) of associates and
joint ventures accounted for under
equity method 5,451,229 8 ( 1,215,913) ( 2)
8300  Other comprehensive income
(losses) ,net $ 4,462,265 7 ($ 220,041) -
8500  Total comprehensive income for the
year $ 20,666,317 31§ 16,632,718 24
Earnings Per Share (in dollars)
9750 Basic earnings per share $ 31.62  § 33.00
Diluted earnings per share (in dollars)
9850 Diluted earnings per share $ 30.48 $ 32.38

The accompanying notes are an integral part of these parent company only financial statements.
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REALTEK SEMICONDUCTOR CORPORATION

PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

(Expressed in thousands of New Taiwan dollars)

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before tax
Adjustments
Adjustments to reconcile profit (loss)
Depreciation
Amortization
Expected credit (gains)losses
Interest expense
Interest income
Dividend income
Losses(gains) on financial assets at fair value
through profit or loss
Share of gain of associates and joint ventures
accounted for under equity method
Gain on disposal of property, plant and
equipment
Losses on disposal of investments
Impairment loss
Gains arising from lease modifications
Changes in operating assets and liabilities
Changes in operating assets
Financial assets at fair value through profit or
loss - current
Accounts receivable, net
Accounts receivable, net - related parties
Other receivables
Other receivables, - related parties
Inventories
Prepayments
Changes in operating liabilities
Contract liabilities - current
Notes payable
Accounts payable
Accounts payable - related parties
Other payables
Other payables - related parties
Other current liabilities
Accrued pension obligations

Notes 2022 2021
$ 16,882,052 $ 17,557,759
976,697 833,678
1,589,992 1,272,531
12(2) ( 33,415) 3,350
201,454 94,875
( 227,202 ) ( 27,803 )
( 1,278 ) ( 1,434)
71,596 ( 47,244 )
6(4)
( 15,206,534 ) ( 13,564,251 )
( 1,002 ) ( 200 )
- 145
3,031 -
( 24 ( 236 )
- 42,475
2,570,380  ( 324,856 )
720,747 1,160
5,391 ( 4,354)
( 13,074 ) ( 16,956 )
( 224,079 ) ( 5,771,338)
119,276 ( 109,607 )
( 31,977 ) ( 78,821 )
( 3,276 ) -
( 2,937,835) ( 259,649 )
( 146,871 ) ( 16,718 )
4,010,659 8,980,596
168,577 3,170
657,199  ( 195,584 )
( 4,484 ) ( 4,606 )
(Continued)
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REALTEK SEMICONDUCTOR CORPORATION

PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

(Expressed in thousands of New Taiwan dollars)

Cash inflow generated from operations
Interest received
Dividends received
Interest paid
Income taxes paid
Net cash flows from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of financial assets at fair value through

profit or loss

Acquisition of financial assets at fair value through

other comprehensive income
Acquisition of financial assets at amortised cost
Proceeds from disposal of financial assets at
amortised cost
Increase in other receivables, - related parties
Decrease in other receivables, - related parties
Acquisition of investments accounted for under
equity method
Proceeds from disposal of investments accounted
for under equity method
Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and
equipment
Acquisition of intangible assets
Increase in refundable deposits
Increase in other non-current assets

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Increase in short-term borrowings

Decrease in short-term borrowings

Increase in long-term borrowings

Repayment of principal portion of lease liabilities

(Decrease) increase in guarantee deposits

Cash from capital surplus and cash dividends

Cash dividends returned

Net cash flows used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Notes 2022 2021
9,146,000 $ 8,366,082
227,111 27,824
6,235,211 5,670,493
( 198,423 ) 91,496 )
( 748,966 ) 325,663)
14,660,933 13,647,240
( 53,000 ) -
( 35,037) -
( 10,125) 627 )
4,786 62
( 11,788,573 ) 10,323,895)
15,495,845 3,500,242
- 20,000 )
- 110
( 2,349,017) 2,425,189 )
4,064 200
( 1,953,420 ) 1,167,374 )
( 1,452,037) 684,997 )
( 91,011) -
( 2,227,525) 11,121,468)
161,350,173 155,016,591
( 160,954,279 ) 153,131,181)
711,110 1,017,360
( 28,142 ) 35,293 )
( 719) 12
( 13,847,318 ) 7,149,589 )
244 215
( 12,768,931 ) 4,281,885)
( 335,523 ) ( 1,756,113 )
2,874,335 4,630,448
2,538,812 $ 2,874,335

The accompanying notes are an integral part of these parent company only financial statements.
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REALTEK SEMICONDUCTOR CORPORATION

NOTES TO THE PARENT COMPANY ONLY FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

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

1. HISTORY AND ORGANISATION

Realtek Semiconductor Corporation (the “Company’’) was incorporated as a company limited by shares

on October 21, 1987 and commenced commercial operations in March 1988. The Company was based

in Hsinchu Science Park since October 28, 1989. The Company is engaged in the research, development,

design, testing, and sales of ICs and application softwares for these products.

2. THE DATE OF AUTHORISATION FOR ISSUANCE OF THE PARENT COMPANY ONLY

FINANCIAL STATEMENTS AND PROCEDURES FOR AUTHORISATION

These parent company only financial statements were authorised for issuance by the Board of

Directors on February 24, 2023.

3. APPLICATION OF NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS

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

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

(‘CFSC”)

New standards, interpretations and amendments that came into effect as endorsed by the FSC and

became effective from 2022 are as follows:

New Standards, Interpretations and Amendments

Effective date by
International

Accounting
Standards Board

Amendments to IFRS 3, ‘Reference to the conceptual framework’

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

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

Annual improvements to IFRS Standards 2018-2020

January 1, 2022
January 1, 2022

January 1, 2022
January 1, 2022

The above standards, interpretations and amendments have no significant impact to the Company’s

financial condition and financial performance based on the Company’s assessment.
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(2) Effect of new issuances of or amendments to [FRSs that came into effect as endorsed by the FSC

but not vet adopted by the Company

New standards, interpretations and amendments that came into effect as endorsed by the FSC

effective from 2023 are as follows:

Effective date by
International Accounting
New Standards, Interpretations and Amendments 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, interpretations and amendments have no significant impact to the Company’s
financial condition and financial performance based on the Company’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
International Accounting
New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 10 and IAS 28, “Sale or contribution of assets To be determined by
between an investor and its associate or joint venture’ International Accounting
Standards Board
Amendments to IFRS 16, ‘Lease liability in a sale and leaseback’ January 1, 2024
IFRS 17, ‘Insurance contracts’ January 1, 2023
Amendments to IFRS 17, 'Insurance contracts' January 1, 2023
Amendment to IFRS 17, 'Initial application of IFRS 17 and IFRS 9 — January 1, 2023
comparative information'
Amendments to IAS 1, ‘Classification of liabilities as current or January 1, 2024
non-current’
Amendments to IAS 1, ‘Non-current liabilities with covenants’ January 1, 2024

The above standards, interpretations and amendments have no significant impact to the Company’s
financial condition and financial performance based on the Company’s assessment.
4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies applied in the preparation of these parent company only financial

statements are set out below. These policies have been consistently applied to all the periods presented,
unless otherwise stated.

(1) Compliance statement

The parent company only financial statements of the Company have been prepared in accordance

with the Regulations Governing the Preparation of Financial Reports by Securities Issuers.
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(2) Basis of preparation

A. Except for the following items, the parent company only financial statements have been prepared

under the historical cost convention:

(a) Financial assets (including derivative instruments) at fair value through profit or loss.

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

(c) Defined benefit liabilities recognized based on the net amount of pension fund assets less
present value of defined benefit obligation.

B. The preparation of financial statements in conformity with International Financial Reporting
Standards, International Accounting Standards, IFRIC Interpretations, and SIC Interpretations that
came into effect as endorsed by the FSC (collectively referred herein as the “IFRSs”) requires the
use of certain critical accounting estimates. It also requires management to exercise its judgement
in the process of applying the Company’s accounting policies. The areas involving a higher degree
of judgement or complexity, or areas where assumptions and estimates are significant to the parent

company only financial statements are disclosed in Note 5.

(3) Foreign currency translation
Items included in the financial statements of the Company are measured using the currency of the
primary economic environment in which the entity operates (the “functional currency”). The parent
company only financial statements are presented in New Taiwan dollars, which is the Company’s
functional currency.
A. Foreign currency transactions and balances

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

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

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

(d) All other foreign exchange gains and losses based on the nature of those transactions are

presented in the statement of comprehensive income within ‘other gains and losses’.
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B. Translation of foreign operations

(a) The operating results and financial position of all the Company entities and associates that
have a functional currency different from the presentation currency are translated into the
presentation currency as follows:

1. Assets and liabilities for each balance sheet presented are translated at the closing exchange
rate at the date of that balance sheet;

ii. Income and expenses for each statement of comprehensive income are translated at average
exchange rates of that period; and

iii. All resulting exchange differences are recognized in other comprehensive income.

(b) When the foreign operation partially disposed of or sold is an associate, exchange differences
that were recorded in other comprehensive income are proportionately reclassified to profit or
loss as part of the gain or loss on sale. In addition, even when the Company retains partial
interest in the former foreign associate after losing significant influence over the former
foreign associate, such transactions should be accounted for as disposal of all interest in these
foreign operations.

(c) 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.

(4) Classification of current and non-current items

A. Assets that meet one of the following criteria are classified as current assets:

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

(b) Assets held mainly for trading purposes;

(c) Assets that are expected to be realised within twelve months from the balance sheet date;

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

Otherwise they are classified as non-current assets.

B. Liabilities that meet one of the following criteria are classified as current liabilities:

(a) Liabilities that are expected to be settled within the normal operating cycle;

(b) Liabilities held mainly for trading purposes;

(c) Liabilities that are to be settled within twelve months from the balance sheet date;

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

Otherwise they are classified as non-current liabilities.

(5) Cash equivalents

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

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

A. Financial assets at fair value through profit or loss are financial assets that are not measured at
amortised cost or fair value through other comprehensive income. Financial assets at amortised
cost or fair value through other comprehensive income are designated as at fair value through
profit or loss at initial recognition when they eliminate or significantly reduce a measurement or
recognition inconsistency.

B. 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.

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

D. The Company recognizes the dividend income when the right to receive payment is established,
future economic benefits associated with the dividend will flow to the Company and the amount
of the dividend can be measured reliably.

(7) Financial assets at amortised cost

The Company’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.

(8) Accounts receivable

A. Accounts receivable entitle the Company 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.

(9) Impairment of financial assets

For financial assets at amortised cost, at each reporting date, the Company recognizes the impairment
provision for 12 months expected credit losses(ECLs) if there has not been a significant increase in
credit risk since initial recognition or recognizes the impairment provision for the lifetime 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 that do
not contain a significant financing component, the Company recognizes the impairment provision for
lifetime ECLs.

(10) Derecognition of financial assets

The Company derecognizes a financial asset when the contractual rights to receive the cash flows
from the financial asset expire.

(11) Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is determined using the

-220-



weighted-average method. The cost of finished goods and work in progress comprises raw materials,
direct labour, other direct costs and related production overheads (allocated based on normal
operating capacity). It excludes borrowing costs. The item by item approach is used in applying the
lower of cost and net realisable value. Net realisable value is the estimated selling price in the
ordinary course of business, less the estimated cost of completion and applicable variable selling
expenses.

(12) Investments accounted for under equity method / associates

A. Subsidiaries are all entities controlled by the Company. The Company controls an entity when
the Company is exposed, or has rights, to variable returns from its involvement with the entity
and has the ability to affect those returns through its power over the entity.

B. Unrealised profit (loss) occurred from the transactions between the Company and subsidiaries
have been offset. The accounting policies of the subsidiaries have been adjusted where necessary
to ensure consistency with the policies adopted by the Company.

C. The Company’s share of its subsidiaries’ post-acquisition profits or losses is recognized in profit
or loss, and its share of post-acquisition movements in other comprehensive income is recognized
in other comprehensive income. When the Company’s share of losses in a subsidiary equals or
exceeds its interest in the subsidiary, the Company continues to recognize losses proportionate
to its ownership.

D. Associates are all entities over which the Company has significant influence but not control. In
general, it is presumed that the investor has significant influence, if an investor holds, directly or
indirectly 20 percent or more of the voting power of the investee. Investments in associates are
accounted for under equity method and are initially recognized at cost.

E. The Company’s share of its associates’ post-acquisition profits or losses is recognized in profit or
loss, and its share of post-acquisition movements in other comprehensive income is recognized
in other comprehensive income. When the Company’s share of losses in an associate equals or
exceeds its interest in the associate (including any other unsecured receivables), the Company
does not recognize further losses, unless it has incurred statutory/constructive obligations or
made payments on behalf of the associate.

F. When changes in an associate’s equity do not arise from profit or loss or other comprehensive
income of the associate and such changes do not affect the Company’s ownership percentage of
the associate, the Company recognizes the Company’s share of change in equity of the associate
in ‘capital surplus’ in proportion to its ownership.

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

H. In the case that an associate issues new shares and the Company does not subscribe or acquire
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new shares proportionately, which results in a change in the Company’s ownership percentage
of the associate but maintains significant influence on the associate, then ‘capital surplus’ and
‘investments accounted for under equity method’ shall be adjusted for the increase or decrease
of its share of equity interest. If the above condition causes a decrease in the Company’s
ownership percentage of the associate, in addition to the above adjustment, the amounts
previously recognized in other comprehensive income in relation to the associate are reclassified
to profit or loss proportionately on the same basis as would be required if the relevant assets or
liabilities were disposed of.

I. Upon loss of significant influence over an associate, the Company remeasures any investment
retained in the former associate at its fair value. Any difference between fair value and carrying
amount is recognized in profit or loss.

J. When the Company disposes its investment in an associate and loses significant influence over
this associate, the amounts previously recognized in other comprehensive income in relation to
the associate, are reclassified to profit or loss, on the same basis as would be required if the
relevant assets or liabilities were disposed of. If it retains significant influence over this associate,
the amounts previously recognized in other comprehensive income in relation to the associate
are reclassified to profit or loss proportionately in accordance with the aforementioned approach.

K. Pursuant to the Regulations Governing the Preparation of Financial Reports by Securities Issuers,
profit (loss) of the current period and other comprehensive income in the parent company only
financial statements shall equal to the amount attributable to owners of the parent in the parent
company only financial statements. Owners’ equity in the parent company only financial
statements shall equal to equity attributable to owners of the parent in the parent company only
financial statements.

(13) Property, plant and equipment

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

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

C. Other property, plant and equipment apply cost model and are depreciated using the straight-line
method to allocate their cost over their estimated useful lives. Each part of an item of property,
plant and equipment with a cost that is significant in relation to the total cost of the item must be
depreciated separately.

D. The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted if
appropriate, at each financial year-end. If expectations for the assets’ residual values and useful

lives differ from previous estimates or the patterns of consumption of the assets’ future economic
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benefits embodied in the assets have changed significantly, any change is accounted for as a
change in estimate under IAS 8, ‘Accounting Policies, Changes in Accounting Estimates and
Errors’, from the date of the change. The estimated useful lives of the fixed assets are as follows:
buildings - 10~55 years and other fixed assets - 3~5 years.

(14) 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 Company.

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

commencement date, discounted using the incremental borrowing interest rate. Fixed payments,
less any lease incentives receivable.
The Company subsequently measures the lease liability at amortised cost using the interest
method and recognizes interest expense over the lease term. The lease 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 do not arise from contract modifications.

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

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

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

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

(15) Intangible assets

A. Computer software
Computer software is stated at cost and amortised on a straight-line basis over its estimated useful
life of 1 to 5 years.

B. Other intangible assets
Separately acquired intangible assets with a finite useful life are stated at cost, net of accumulated
amortisation and accumulated impairment. Intangible assets acquired in a business combination
are recognized at fair value at acquisition date. The amortisation amounts of separately and parent
company only acquired intangible assets were amortised on a straight-line basis over their
estimated useful lives of 2-5 years.

(16) Impairment of non-financial assets

The Company assesses at each balance sheet date the recoverable amounts of those assets where
there is an indication that they are impaired. An impairment loss is recognized for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell or value in use. When the circumstances or reasons
for recognising impairment loss for an asset in prior years no longer exist or diminish, the

impairment loss is reversed. The increased carrying amount due to reversal should not be more than
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what the depreciated or amortised historical cost would have been if the impairment had not been
recognized.

(17) 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 recognized as
interest expense in profit or loss over the period of the borrowings using the effective interest method.

(18) Notes and accounts payable

A. Accounts payable are liabilities for purchases of raw materials, goods or services and notes
payable are those resulting from operating and non-operating activities.

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

(19) Derecognition of financial liabilities

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

(20) Employee benefits
A. Short-term employee benefits

Short-term employee benefits are measured at the undiscounted amount of the benefits expected
to be paid in respect of service rendered by employees in a period and should be recognized as
expense in that period when the employees render service.
B. Pension
(a) Defined contribution plan
For defined contribution plan, the contributions are recognized as pension expense when they
are due on an accrual basis. Prepaid contributions are recognized as an asset to the extent of
a cash refund or a reduction in the future payments.
(b) Defined benefit plan
i. Net obligation under a defined benefit plan is defined as the present value of an amount
of pension benefits that employees will receive on retirement for their services with the
Company in current period or prior periods. The liability recognized in the balance sheet
in respect of defined benefit pension plans is the present value of the defined benefit
obligation at the balance sheet date less the fair value of plan assets. The net defined
benefit obligation is calculated annually by independent actuaries using the projected unit
credit method. The rate used to discount is determined by using interest rates of high-
quality corporate bonds that are denominated in the currency in which the benefits will be
paid, and that have terms to maturity approximating to the terms of the related pension
liability; when there is no deep market in high-quality corporate bonds, the Company uses

interest rates of government bonds (at the balance sheet date) instead.
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ii. Remeasurements arising on defined benefit plan are recognized in other comprehensive
income in the period in which they arise and are recorded as retained earnings.

C. Employees’ compensation and directors’ remuneration
Employees’ compensation and directors’ remuneration are recognized as expense and liability,
provided that such recognition is required under legal or constructive obligation and those
amounts can be reliably estimated. Any difference between the resolved amounts and the
subsequently actual distributed amounts is accounted for as changes in estimates. If employee
compensation is distributed by shares, the Company calculates the number of shares based on
the closing price at the previous day of the Board meeting resolution.

(21) Income tax

A. The tax expense for the period comprises current and deferred tax. Tax is recognized in profit or
loss, except to the extent that it relates to items recognized in other comprehensive income or
items recognized directly in equity, in which cases the tax is recognized in other comprehensive
income or equity.

B. The current income tax expense is calculated on the basis of the tax laws enacted or substantively
enacted at the balance sheet date in the countries where the Company operates and generates
taxable income. Management periodically evaluates positions taken in tax returns with respect
to situations in accordance with applicable tax regulations. It establishes provisions where
appropriate based on the amounts expected to be paid to the tax authorities. An additional tax is
levied on the unappropriated retained earnings and is recorded as income tax expense in the year
the stockholders resolve to retain the earnings.

C. Deferred tax is recognized, using the balance sheet liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the parent
company only balance sheet. However, the deferred tax is not accounted for if it arises from
initial recognition of goodwill or of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit nor
loss. Deferred tax is provided on temporary differences arising on investments in subsidiaries
and associates, except where the timing of the reversal of the temporary difference is controlled
by the Company and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax is determined using tax rates (and laws) that have been enacted
or substantially enacted by the balance sheet date and are expected to apply when the related
deferred tax asset is realised or the deferred tax liability is settled.

D. Deferred tax assets are recognized only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised. At each balance sheet
date, unrecognized and recognized deferred tax assets are reassessed.

E. A deferred tax asset shall be recognized for the carryforward of unused tax credits resulting from
research and development expenditures to the extent that it is possible that future taxable profit

will be available against which the unused tax credits can be utilised.
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(22) Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new

shares are shown in equity as a deduction, net of tax, from the proceeds.

(23) Dividends
Cash dividends are recorded as liabilities in the Company’s financial statements in the period in
which they are resolved by the Board of Directors. Stock dividends are recorded as stock dividends
to be distributed in the Company’s financial statements in the period in which they are resolved by
the Company’s shareholders and are reclassified to ordinary shares on the effective date of new
shares issuance.

(24) Revenue recognition

A. Sales of goods

(a) The Company manufactures and sells various integrated circuit related products. Sales are
recognized when control of the products has transferred, being when the products are
delivered to the customers, and there is no unfulfilled obligation that could affect the
customer’s acceptance of the products. Delivery occurs when the products have been shipped
to the specific location, the risks of obsolescence and loss have been transferred to the
customer, and either the customer has accepted the products in accordance with the sales
contract, or the Company has objective evidence that all criteria for acceptance have been
satisfied.

(b) Revenue from these sales is recognized based on the price specified in the contract. A refund
liability is recognized for expected sales discounts and allowances payable to customers in
relation to sales made until the end of the reporting period. As the time interval between the
transfer of committed goods or service and the payment of customer does not exceed one
year, the Company does not adjust the transaction price to reflect the time value of money.

(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. Services revenue

Revenue from design, royalty and technical services is recognized after completing the services

in which the services are rendered.

(25) Government grants

Government grants are recognised at their fair value only when there is reasonable assurance that
the Company will comply with any conditions attached to the grants and the grants will be received.
Government grants are recognised in profit or loss on a systematic basis over the periods in which
the Company recognises expenses for the related costs for which the grants are intended to

compensate.
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5. CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND KEY SOURCES OF
ASSUMPTION UNCERTAINTY

The preparation of these parent company only financial statements requires management to make critical

judgements in applying the Company’s accounting policies and make critical assumptions and estimates
concerning future events. Assumptions and estimates may differ from the actual results and are
continually evaluated and adjusted based on historical experience and other factors. Such assumptions
and estimates have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year; and the related information is addressed below:

(1) Critical judgements in applying the Company’s accounting policies

None.

(2) Critical accounting estimates and assumptions

Evaluation of inventories
As inventories are stated at the lower of cost and net realisable value, the Company must determine
the net realisable value of inventories on balance sheet date using judgements and estimates. Due to
the rapid technology innovation, the Company evaluates the amounts of normal inventory
consumption, obsolete inventories or inventories without market selling value on balance sheet date,
and writes down the cost of inventories to the net realisable value. Such an evaluation of inventories
is principally based on the demand for the products within the specified period in the future. Therefore,
there might be material changes to the evaluation.
As at December 31, 2022, the carrying amount of inventories was $12,024,974.

6. DETAILS OF SIGNIFICANT ACCOUNTS

(1) Cash and cash equivalents

December 31, 2022  December 31, 2021

Cash on hand and revolving funds $ 577 $ 706
Checking accounts and demand deposits 2,538,235 2,873,629
$ 2,538,812 $ 2,874,335

The Company transacts with a variety of financial institutions all with high credit quality to disperse
credit risk, so it expects that the probability of counterparty default is remote.

(2) Accounts receivable

December 31, 2022  December 31, 2021

Accounts receivable $ 5,418,624 $ 7,989,004

Accounts receivable — related parties 1,107,285 1,828,032

Less: Allowance for bad debts ( 65,295) ( 98,710)
$ 6,460,614 $ 9,718,326
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A. The aging analysis of accounts receivable is as follows:

December 31, 2022

December 31, 2021

Not past due $ 6,481,979 $ 9,733,237
Up to 30 days 43,893 81,271
31 to 90 days - 2,067
Over 90 days 37 461

$ 6,525,909 $ 9,817,036

The above aging analysis is based on past due date.

B. As at December 31, 2022 and 2021, accounts receivable arose from contracts with customers. As
at January 1, 2021, the balance of receivables from contracts with customers amounted to
$9,493,340.

C. The Company has no accounts receivable pledged to others.

D. Information relating to credit risk of accounts receivable is provided in Note 12(2).

(3) Inventories

December 31, 2022

Allowance for
obsolescence and

Cost market value decline Book value
Raw materials 3,586,261 ($ 730,842) $ 2,855,419
Work in process 4,477,022 ( 696,981) 3,780,041
Finished goods 6,181,572 ( 792,058) 5,389,514
Total 14,244,855 ($ 2,219,881) $ 12,024,974

December 31, 2021
Allowance for
obsolescence and

Cost market value decline Book value
Raw materials 3,254,646 ($ 203,996) $ 3,050,650
Work in process 3,475,396 ( 238,173) 3,237,223
Finished goods 5,853,480 ( 340,458) 5,513,022
Total 12,583,522 (§ 782,627) $ 11,800,895
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Operating costs incurred on inventories for the years ended December 31, 2022 and 2021 were as

follows:
Years ended December 31,
2022 2021
Cost of inventories sold and others $ 34,051,261 $ 35,229,040
Loss on decline in (gain on reversal of) market value,
obsolete and slow-moving inventory 1,437,254 ( 233,181)
Loss on scrap inventory 213,203 374,036
$ 35,701,718  $ 35,369,895

(4) Investments accounted for under equity method

December 31, 2022 December 31, 2021

Subsidiaries:
Leading Enterprises Limited $ -3 13,271,128
Amber Universal Inc. 3,735,840 3,495,793
Realtek Singapore Private Limited 47,105,531 18,474,782
Realtek Investment Singapore Private Limited 6,925,958 6,138,099
Talent Eagle Enterprise Inc. - 2,190,704
Bluocean Inc. - 3,281,950
Realsun Investments Co., Ltd. 691,262 880,497
Hung-wei Venture Capital Co., Ltd. 422,217 758,769
Realking Investments Co., Ltd. 259,432 285,893
Realsun Technology Corporatioin 5,030 5,074
Bobitag Inc. 19,436 19,347
AICONNX Technology Corporation ( 5,269) 19,980

Associates:
Estinet Technologies Incorporation 2,276 5,081

$ 59,161,713 ' § 48,827,097

A. Details of the Company’s subsidiaries are provided in Note 4(3) of the Company’s 2022
consolidated financial statements.

B. The gain on investments accounted for under equity method amounted to $15,206,534 and
$13,564,251 for the years ended December 31, 2022 and 2021, respectively.

C. AICONNX Technology Corporation was incorporated on December 20, 2021. The Company’s
investment in the investee amounted to $20,000.

-229-



(5) Property, plant and equipment

Land Buildings  Machinery Test equipment Office equipment Others Total
At January 1, 2022
Cost $489,370 $2,815,676 $4,145587 $ 3,476,211 $ 434,352 $2,403,370 $13,764,566
Accumulated
depreciation and
impairment - ( 1,133,175) ( 3,516,970) (  2,294,535) ( 210,265) ( 718,143) ( 7,873,088)
$489,370 $ 1,682,501 $ 628,617 § 1,181,676 $ 224,087 $ 1,685,227 $ 5,891,478
2022
At January 1 $489,370 $1,682,501 $ 628,617 $ 1,181,676 $ 224,087 $1,685,227 $ 5,891,478
Additions - - 121,371 683,932 39,965 1,334,467 2,179,735
Disposals - - - ( 3,062) - - ( 3,062)
Reclassifications - - 172,492 2,891 - (175,577 ( 194)
Depreciation - ( 79,926) ( 167,225) ( 511,688) ( 54,970) ( 120,979) ( 934,788)
At December 31 $489,370 $ 1,602,575 $ 755255 § 1,353,749 $ 209,082 $2,723,138 $ 7,133,169
At December 31, 2022
Cost $489,370 $2,375,329 $1,268,586 $ 2,922,654 $ 381,989 $3,010,717 $10,448,645
Accumulated
depreciation and
impairment - (. 772,754) ( 513,331) ( 1,568,905) ( 172,907) ( 287,579) ( 3,315,476)
$489,370 $1,602,575 $ 755255 § 1,353,749 $ 209,082 $2,723,138 $ 7,133,169
Land Buildings  Machinery Test equipment Office equipment Others Total
At January 1, 2021
Cost $387,280 $2,758,801 $3,800,466 $ 2,904,416 $ 278,569 $1,034,223 $11,163,755
Accumulated
depreciation and
impairment - ( 1,050,324) ( 3,401,211) ( 1,889,965) ( 167,599) ( 627,652) ( 7,136,751)
$387,280 $1,708,477 $ 399,255 $§ 1,014451 $ 110,970 $ 406,571 $ 4,027,004
2021
At January 1 $387,280 $1,708,477 $ 399,255 $ 1,014,451 § 110,970 $ 406,571 $ 4,027,004
Additions - 14,108 353,207 612,924 155,783 1,514,004 2,650,026
Reclassifications 102,090 42,767 - - - (144,857 -
Depreciation - ( 82,851) ( 123,845) ( 445,699) ( 42,666) ( 90,491) ( 785,552)
At December 31 $489,370 $1,682,501 $ 628,617 $ 1,181,676 $ 224,087 $1,685,227 $ 5,891,478
At December 31, 2021
Cost $489,370 $2,815,676 $4,145,587 $ 3,476,211 $ 434,352 $2,403,370 $13,764,566
Accumulated
depreciation and
impairment - ( 1,133,175) ( 3,516,970) (  2,294,535) ( 210,265) ( 718,143) ( 7,873,088)
$489,370 $1,682,501 $ 628,617 $ 1,181,676 $ 224,087 $1,685,227 $ 5,891,478

A. There was no capitalization of borrowing costs attributable to the property, plant and equipment.
B. The Company has no property, plant and equipment pledged to others.
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(6) Leasing arrangements — lessee

A. The Company leases various assets including land, buildings and transportation equipment. Lease

terms are negotiated on an individual basis and contain a wide range of different terms and
conditions. The lease agreements do not impose covenants, but leased assets may not be used as

security for borrowing purposes.

. The carrying amount of right-of-use assets and the depreciation charge are as follows:

Carrying amount
December 31, 2022  December 31, 2021

Land $ 1,328,950 $ 1,350,829
Buildings 2,590 4,944
Transportation equipment 149 1,943
$ 1,331,689 $ 1,357,716

Depreciation

Years ended December 31,

2022 2021
Land $ 33,148 § 26,910
Buildings 6,967 19,572
Transportation equipment 1,794 1,644
$ 41,909 § 48,126

C. For the years ended December 31, 2022 and 2021, the additions to right-of-use assets were $15,882

D.

and $23,235, respectively.

The information on profit and loss accounts relating to lease contracts is as follows:
Years ended December 31,
2022 2021
Items affecting profit or loss
Interest expense on lease liabilities $ 19,203 $ 18,924

. For the years ended December 31, 2022 and 2021, the Company’s total cash outflow for leases

were $47,345 and $54,217, respectively.
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(7) Intangible assets

At January 1, 2022

Cost
Accumulated amortisation

and impairment

2022

At January 1
Additions
Amortisation
At December 31

At December 31, 2022

Cost
Accumulated amortisation

and impairment

At January 1, 2021

Cost

Accumulated amortisation
and impairment

2021

At January 1
Additions
Amortisation
At December 31

At December 31, 2021

Cost
Accumulated amortisation

and impairment

Computer software  Intellectual property Others Total
$ 5,611,613 $ 5,614,097 $ 15,398 § 11,241,108
( 4,721,984) ( 4,375,313) - ( 9,097,297)
$ 889,629 § 1,238,784 $ 15,398 3 2,143,811
$ 889,629 $ 1,238,784 $ 15,398 § 2,143,811
1,453,003 308,553 38,241 1,799,797
( 957,019) ( 632,973) - ( 1,589,992)
$ 1,385,613 $ 914,364 $ 53,639 § 2,353,616
$ 7,064,615 $ 5,922,651 $ 53,638 § 13,040,904
( 5,679,001) ( 5,008,287) - ( 10,687,288)
$ 1,385,614 $ 914,364 $ 53,638 § 2,353,616
Computer software Intellectual property Others Total
$ 5,071,405 $ 4,707,768 $ 1,222 § 9,780,395
( 3,975,903) ( 3,848,863) - ( 7,824,766)
$ 1,095,502 $ 858,905 § 1,222 § 1,955,629
$ 1,095,502 $ 858,905 § 1,222 § 1,955,629
540,208 906,329 14,176 1,460,713
( 746,081) ( 526,450) - ( 1,272,531)
$ 889,629 § 1,238,784 § 15,398 § 2,143,811
$ 5,611,613 $ 5,614,097 $ 15,398 $ 11,241,108
( 4,721,984) ( 4,375,313) - ( 9,097,297)
$ 889,629 § 1,238,784 § 15,398 $ 2,143,811

Details of amortisation on intangible assets are as follows:

Operating costs

Operating expenses

Years ended December 31,

2022 2021
$ 2,615 § 1,374
1,587,377 1,271,157
$ 1,589,992 § 1,272,531
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(8) Short-term borrowings

Type of borrowings December 31, 2022 Interest rate range Collateral
Bank borrowings
Unsecured borrowings $ 13,737,994 1.18%~2.3% None
Type of borrowings December 31, 2021 Interest rate range Collateral
Bank borrowings
Unsecured borrowings $ 13,342,100 0.42%~0.57% None

The interest expense of long-term and short-term borrowing recognized in profit or loss amounted to
$182,251 and $75,951 for the years ended December 31, 2022 and 2021, respectively.
(9) Other payables

December 31, 2022 December 31, 2021

Accrued salaries and bonus $ 10,097,356 $ 8,499,995
Payable for employees’compensation 12,001,135 11,117,373
Other accrued expenses 2,075,424 1,373,848
Payables on equipment 114,514 283,796
Payables on software and intellectual property 1,292,307 1,445,930
Others 23,330 184,695

$ 25,604,066 $ 22,905,637

(10) Long-term borrowings

Type of borrowings Borrowing period Repayment term  Interest rate range Collateral December 31, 2022
Lfri::eiﬁrzlgliclj;feg;ﬁestic Corporations (Note) iggﬁéﬁg l(j\?:: Zk?: {:girr;;r(lis]t)f:ifgt 0.925%~1.125% None S ___ 1713316

Type of borrowings Borrowing period Repayment term  Interest rate range Collateral December 31, 2021
Loan for Accelerated 2021/11/8~  Repayable in instalment 0.30% None  $ 1,002,799

Investment by Domestic Corporations (Note) 2026/12/15 over the agreed period

Note : The Ministry of Economic Affairs implemented the “Action Plan for Accelerated Investment
by Domestic Corporations” on July 1, 2019. An entity can apply for a subsidised loan for an
eligible investment project from financial institutions at a preferential interest rate. The
Company is qualified for the loan as approved by the Ministry of Economic Affairs and
entered into a loan contract with a financial institution with a credit period of 5 years. The
loan is used for construction of plant and related facilities.
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(11) Pension

A. (a) The Company has a defined benefit pension plan in accordance with the Labor Standards Law,
covering all regular employees’ service years prior to the enforcement of the Labor Pension
Act on July 1, 2005 and service years thereafter of employees who chose to continue to be
subject to the pension mechanism under the Law. Under the defined benefit pension plan, two
units are accrued for each year of service for the first 15 years and one unit for each additional
year thereafter, subject to a maximum of 45 units. Pension benefits are based on the number
of units accrued and the average monthly salaries and wages of the last 6 months prior to
retirement. The Company contributes monthly an amount equal to 2% of the employees’
monthly salaries and wages to the retirement fund deposited with Bank of Taiwan, the
trustee, under the name of the independent retirement fund committee. Also, the Company
would assess the balance in the aforementioned labor pension reserve account by December
31, every year. If the account balance is insufficient to pay the pension calculated by the
aforementioned method to the employees expected to qualify for retirement in the
following year, the Company will make contributions for the deficit by next March.

(b) The amounts recognized in the balance sheet are determined as follows:
December 31,2022  December 31, 2021

Present value of defined benefit obligations ($ 624,489) ($ 628,846)
Fair value of plan assets 533,997 534,371
Net liability in the balance sheet ($ 90,492) ($ 94,475)
(c) Movement in net defined benefit liabilities are as follows:
2022
Present value of
defined benefit Fair value of Net defined
obligations plan assets benefit liability
At January 1 S 628,846) $ 534,371 ($ 94,475)
Current service cost ( 1,136) - ( 1,136)
Interest (expense) income ( 4,641) 3,760 ( 881)
( 634,623) 538,131 ( 96,492)
Remeasurements:
ReFurn on p%an‘ assets (éxcludlng amounts - 1.418) ( 1.418)
included in interest income or expense)
Change in financial assumptions 38,312 - 38,312
Experience adjustments ( 36,894) - ( 36,894)
1,418 ( 1,418) -
Pension fund contribution - 6,000 6,000
Paid pension 8,716 ( 8,716) -
At December 31 S 624,489) $ 533,997 (8 90,492)

234-



2021

Present value of

defined benefit Fair value of Net defined
obligations plan assets benefit liability
At January 1 ($ 600,923) $ 501,842 ($ 99,081)
Current service cost ( 1,079) - ( 1,079)
Interest (expense) income ( 2,056) 1,741 ( 315)
( 604,058) 503,583 ( 100,475)
Remeasurements:
Return on plan assets (excluding amounts
include(f in interest(income off expense) i 35,943 35,943
Change in demographic assumptions ( 34,449) - ( 34,449)
Change in financial assumptions 29,040 - 29,040
Experience adjustments ( 30,534) - ( 30,534)
( 35,943) 35,943 -
Pension fund contribution - 6,000 6,000
Paid pension 11,155 ( 11,155) -
At December 31 (3 628,846) $ 534,371 ($ 94,475)

(d) The Bank of Taiwan was commissioned to manage the Fund of the Company’s defined benefit
pension plan in accordance with the Fund’s annual investment and utilisation plan and the
“Regulations for Revenues, Expenditures, Safeguard and Utilisation of the Labor Retirement
Fund” (Article 6: The scope of utilisation for the Fund includes deposit in domestic or foreign
financial institutions, investment in domestic or foreign listed, over-the-counter, or private
placement equity securities, investment in domestic or foreign real estate securitization
products, etc.). With regard to the utilisation of the Fund, its minimum earnings in the annual
distributions on the final financial statements shall be no less than the earnings attainable
from the amounts accrued from two-year time deposits with the interest rates offered by local
banks.

(e) The principal actuarial assumptions used were as follows:

Years ended December 31,
2022 2021
Discount rate 1.40% 0.75%
Future salary increases 4.75% 4.75%

Future mortality rate was estimated based on the 6th Taiwan Standard Ordinary Experience
Mortality Table for the years ended December 31, 2022 and 2021.
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Because the main actuarial assumption changed, the present value of defined benefit

obligation is affected. The analysis was as follows:

Discount rate Future salary increases

Increase by Decrease by Increase by  Decrease by
0.25% 0.25% 0.25% 0.25%

December 31, 2022
Effect on present value

of defined benefit obligation $§ 14,986 ($  15,511)($  14,672) § 14,260
December 31, 2021

Effect on present value
of defined benefit obligation  $ 16,290 ($ 16,894) ($ 15,888) $ 15,415

The sensitivity analysis above is based on one assumption which changed while the other
conditions remain unchanged. In practice, more than one assumption may change all at once.
The method of analysing sensitivity and the method of calculating net pension liability in the
balance sheet are the same.

(f) Expected contributions to the defined benefit pension plans of the Company for the year
ending December 31, 2023 amount to $6,000.

(g) As at December 31, 2022, the weighted average duration of the retirement plan is 11 years.

The analysis of timing of the future pension payment was as follows:

Within 1 year $ 340,419
2~5 years 147,204
5~10 years 162,984

$ 650,607

B. (a) Effective July 1, 2005, the Company has established a defined contribution pension plan
(the “New Plan”) under the Labor Pension Act (the “Act”), covering all regular employees
with R.O.C. nationality. Under the New Plan, the Company contributes monthly an amount
based on 6% of the employees’ monthly salaries and wages to the employees’ individual
pension accounts at the Bureau of Labor Insurance. The benefits accrued are paid monthly
or in lump sum upon termination of employment.

(b) The pension costs under the defined contribution pension plans of the Company for the
years ended December 31, 2022 and 2021 were $349,206 and $307,768, respectively.
(12) Share capital
A. As at December 31, 2022, the Company’s authorised capital was $8,900,000, consisting of
890 million shares of ordinary stock (including 80 million shares reserved for employee stock
options), and the paid-in capital was $5,128,636 with a par value of $10 (in dollars) per share.

All proceeds from shares issued have been collected.
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Movements in the number (thousands of shares) of the Company's common shares

outstanding are as follows:

2022 2021
At January 1 510,684 510,684
Employees' compensation transferred
to common stock 2,179 -
At December 31 512,863 510,684

B. On March 18, 2022, the Company’s Board of Directors resolved to distribute employees’
compensation in the form of stocks amounting to $991,338. The Company issued 2,179 thousand
shares based on the closing price of the Company’s share at the previous day of the Board
meeting resolution at 455 NT dollar, which was approved by the competent authority, and the
record date of issuance of new shares was March 30, 2022. The registration for the distribution
of employees’ compensation was completed on April 13, 2022.

C. On January 24, 2002, the Company increased its new common stock and sold its old common
stock by issuing 13,924 thousand units of GDRs for cash. Each GDR unit represents 4
common stocks, so the total common stocks issued were 55,694 thousand shares. The
Company’s GDRs are traded in Luxembourg stock exchange. As at December 31, 2022, the
outstanding GDRs were 311 thousand units, or 1,244 thousand shares of common stock,

representing 0.24% of the Company’s total common stocks.

(13) Capital surplus
Pursuant to the R.O.C. Company Act, capital surplus arising from paid-in capital in excess of par
value on issuance of common stocks and donations can be used to cover accumulated deficit or
to issue new stocks or cash to shareholders in proportion to their share ownership, provided that
the Company has no accumulated deficit. Further, the R.O.C. Securities and Exchange Act
requires that the amount of capital surplus to be capitalised mentioned above should not exceed
10% of the paid-in capital each year. Capital surplus should not be used to cover accumulated

deficit unless the legal reserve is insufficient.

2022
Change in equity of
associates accounted
for under
Share premium  equity method Others Total

At January 1 $ 1,039,006 $ 61,261 $§ 812 §$1,101,079
Employees’compensation
transferred to common stock 969,551 - - 969,551
Cash from capital surplus ( 1,025,727) - - ( 1,025,727)
Cash dividends returned - - 244 244
At December 31 $ 982,830 § 61,261 $§ 1,056 § 1,045,147
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2021

Change in equity of
associates accounted
for under
Share premium  equity method Others Total
At January 1 $ 2,060,376 $ 61,035 $ 597 $2,122,008
Change in equity of associates
accounted for under equity method - 226 - 226
Cash from capital surplus ( 1,021,370) - - ( 1,021,370)
Cash dividends returned - - 215 215
At December 31 $ 1,039,006 $ 61,261 $ 812 $1,101,079

(14) Retained earnings

A. Under the Company’s Articles of Incorporation, the current year’s earnings, if any, shall first
be used to pay all taxes and offset prior years’ operating losses and then 10% of the remaining
amount shall be set aside as legal reserve, if legal reserve has accumulated to an amount equal
to the paid-in capital, then legal reserve is not required to be set aside any more. After that,
special reserve shall be set aside or reversed in accordance with the related laws or the
regulations made by the Competent Authority. The remainder, if any, along with prior year’s
accumulated undistributed earnings shall be proposed by the Board of Directors. However,
the appropriation of earnings shall be resolved by the shareholders if earnings are distributed
by issuing new shares, or the appropriation of earnings shall be resolved by the Board of
Directors, if earnings are distributed in the form of cash. The Company should consider factors
affecting finance, business and operations to appropriate distributable earnings for the period,
and appropriate all or partial reserve in accordance with regulations of the Competent
Authority. Cash dividends distributed are at least 50% of the addition of distributable earnings
for the current year.

The Company’s dividend policy takes into consideration the Company’s future expansion
plans and future cash flows. In accordance with the Company’s dividend policy, cash
dividends shall account for at least 10% of the total dividends distributed.

In accordance with Company Act Article 240, Item 5 and Article 241, Item 2, the resolution,
for all or partial of distributable dividends, legal reserve and capital surplus are distributed in
the form of cash, will be adopted by a majority vote at a meeting of the Board of Directors
attended by at least two-thirds of the total number of directors, and will be reported to the
shareholders.

B. Except for covering accumulated deficit or issuing new stocks or cash to shareholders in
proportion to their share ownership, the legal reserve shall not be used for any other purpose.
The use of legal reserve for the issuance of stocks or cash to shareholders in proportion to
their share ownership is permitted, provided that the distribution of the reserve is limited to

the portion in excess of 25% of the Company’s paid-in capital.
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C. In accordance with the regulations, the Company shall set aside special reserve from the debit
balance on other equity items at the balance sheet date before distributing earnings. When
debit balance on other equity items is reversed subsequently, the reversed amount could be
included in the distributable earnings.

. The appropriations of 2021 and 2020 earnings had been resolved at the shareholders’

meeting on June 8, 2022 and August 9, 2021, respectively. Details are summarised below:

2021 2020
Dividends per Dividends per
Amount  share (indollars)  Amount  share (in dollars)
Legal reserve $ 1,685276 $ - 3 - 8 -
Special reserve 220,040 - 1,339,013 -
Cash dividends 12,821,591 25.00 6,128,219 12.00
$14,726,907 $ 25.00 $ 7,467,232 § 12.00

. On April 22, 2022, the Board of Directors of the Company proposed to distribute cash
dividends from capital surplus to shareholders in the amount of $1,025,727 (2 NT dollars per

share).

F. On April 23, 2021, the Board of Directors of the Company proposed to distribute cash

dividends from capital surplus to shareholders in the amount of $1,021,370 (2 NT dollars per

share).
(15) Other equity items

2022
Unrealised
gains(losses) on Currency
valuation translation difference Total
At January 1 $ 2,380,781 ($ 4,156,871) ($ 1,776,090)
Revaluation:
—the Company 26,419 - 26,419
—Subsidiary and
associates ( 1,015,383) - ( 1,015,383)
Currency translation
differences:
—Subsidiary and
associates - 5,451,229 5,451,229
At December 31 $ 1,391,817 § 1,294,358 $ 2,686,175
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2021

Unrealised Currency
gains on valuation  translation difference Total
At January 1 $ 1,384,909 ($ 2,940,958) ($ 1,556,049)
Revaluation:
—Subsidiary and
associates 995,872 - 995,872
Currency translation
differences:
—Subsidiary and
associates - ( 1,215,913) ( 1,215,913)
At December 31 $ 2,380,781 ($ 4,156,871) ($ 1,776,090)

(16) Operating revenue

Years ended December 31,
2022 2021
Revenue from contracts with customers $ 67,491,952 § 68,352,652

A. Disaggregation of revenue from contracts with customers

The Company derives revenue from the transfer of goods and services at a point in time in the
following major product lines:
Integrated
Year ended December 31, 2022 circuit products Others Total
Revenue from external customer contracts $ 67,267,956 § 223,996 $ 67,491,952

Timing of revenue recognition

At a point in time $ 67,267,956 $ 223,996 $ 67,491,952
Integrated
Year ended December 31, 2021 circuit products Others Total

Revenue from external customer contracts $ 68,225415 § 127,237 $ 68,352,652
Timing of revenue recognition
At a point in time $ 68225415 $ 127,237 $ 68,352,652

B. Contract liabilities

The Company has recognized the following revenue-related contract liabilities:
December 31, 2022  December 31, 2021 January 1, 2021

Contract liabilities

— advance sales receipts  $ 52,282 $ 84,259 $ 163,080
Revenue recognized that was included in the contract liability balance at the beginning of the
period:

Years ended December 31,
2022 2021
Contract liabilities — advance sales receipts $ 67,789 $ 130,391
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C. Refund liabilities (shown in other current liabilities)
The Company estimates the discounts based on accumulated experience. The estimation is

subject to an assessment at each reporting date.

December 31, 2022 December 31, 2021
Refund liabilities — current $ 5,701,692 $ 5,044,386

(17) Interest income

Years ended December 31,

2022 2021
Interest income from bank deposits $ 64,434 § 4,621
Other interest income 162,768 23,182
$ 227,202 § 27,803

(18) Other income

Years ended December 31,

2022 2021
Rent income $ 4,176 $ 4,226
Dividend income 1,278 1,434
Grant income 97,243 53,621
Other income 124,492 7,262
$ 227,189 § 66,543

(19) Other gains and losses

Years ended December 31,

2022 2021
Gains on disposal of property, plant and equipment $ 1,002 § 200
Losses on disposal of investments - ( 145)
Net currency exchange gains (losses) 281,355 ( 76,404)
(Losses) gains on financial assets
at fair value through profit or loss ( 71,596) 47,244
Other losses ( 7,688) ( 176,833)
Gains arising from lease modifications 24 236
$ 203,097 ($ 205,702)
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(20) Finance costs

Years ended December 31,

2022 2021
Interest expense
Bank borrowings $ 182,251 $ 75,951
Lease liabilities 19,203 18,924
$ 201,454 § 94,875
(21) Expenses by nature
Years ended December 31,
2022 2021
Employee benefit expenses $ 23,814,213  § 23,378,582
Depreciation 976,697 833,678
Amortisation 1,589,992 1,272,531
(22) Employee benefit expenses
Years ended December 31,
2022 2021
Wages and salaries $ 22,400,629 $ 22,176,909
Labor and health insurance fees 774,930 627,431
Pension costs 351,223 309,162
Other personnel expenses 287,431 265,080
$ 23,814,213 § 23,378,582

A. In accordance with the Company’s Articles of Incorporation, the Company shall appropriate

no higher than 3% for directors’ remuneration and no less than 1% for employees’
compensation, if the Company generates profit. If the Company has accumulated deficit,
earnings should be reserved to cover losses before the appropriation of directors’
remuneration and employees’ compensation.

Aforementioned employees’ compensation could be distributed by cash or stocks. Specifics
of the compensation are to be determined by a majority vote at a meeting of the Board of
Directors attended by at least two-thirds of the number of directors. The resolution should be

reported to the shareholders during the shareholders’ meeting.

B. For the years ended December 31, 2022 and 2021, employees’ compensation were accrued at

$4,765,898 and $4,956,694, respectively; directors’ remuneration were accrued at $120,000 and
$130,000, respectively. The amounts were estimated as operating cost or operating expense in
accordance with the Company’s Articles of Incorparation.

On March 18, 2022, the employees’ compensation of $4,956,694 and directors’ remuneration of
$130,000 for 2021 resolved at the meeting of the Board of Directors agreed with those amounts
recognized in the 2021 financial statements.
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Information about employees’ compensation and directors’ remuneration of the Company as
resolved by the Board of Directors will be posted in the “Market Observation Post System” at
the website of the Taiwan Stock Exchange.

(23) Income tax
A. Income tax expense

Years ended December 31,

2022 2021

Current income tax:
Current income tax on profits for the year $ 929,588 § 917,484
Tax on undistributed earnings 106,293 64,850
Prior year income tax overestimation ( 355,446) ( 276,529)
Total current income tax 680,435 705,805
Deferred income tax:
Origination and reversal of temporary

differences ( 2,435) ( 805)
Income tax expense $ 678,000 $ 705,000

B. Reconciliation between income tax expense and accounting profit

Years ended December 31,

2022 2021

Income tax calculated based on income before

tax $ 3,376,410 $ 3,511,552
Expenses disallowed by tax regulation and

effects from tax-exempt income ( 2,449,257) ( 2,594,873)
Prior year income tax overestimation ( 355,446) ( 276,529)
Tax on undistributed earnings 106,293 64,850
Income tax expense $ 678,000 $ 705,000
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C. Amounts of deferred income tax assets or liabilities as a result of temporary differences are as
follows:

Year ended December 31, 2022
Recognised in

January 1 profit or loss ~ December 31

Deferred income tax assets:
-Temporary differences:
Unrealised loss on market price decline
and obsolete and slow-moving
inventories and others $ 171,321 ($ 38,352) $ 132,969
Deferred income tax liabilities:
-Temporary differences:
Unrealised exchange gain ( 103,512) 40,787 ( 62,725)
$ 67,809 $ 2435 § 70,244

Year ended December 31, 2021

Recognised in

January 1 profit or loss ~ December 31

Deferred income tax assets:
-Temporary differences:
Unrealised loss on market price decline
and obsolete and slow-moving
iventories and others $ 169,876 $ 1,445 § 171,321
Deferred income tax liabilities:
-Temporary differences:
Unrealised exchange gain ( 102,872) ( 640) ( 103,512)
$ 67,004 $ 805 § 67,809

D. The amounts of deductible temporary differences that were not recognized as deferred income

tax assets are as follows:

December 31, 2022  December 31, 2021
Deductible temporary differences $ 2,179,722  $ 1,414,597

E. As at December 31, 2022, the Company’s income tax returns through 2020 have been
assessed and approved by the Tax Authority.
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(24) Earnings per share

Basic earnings per share

Profit attributable to common
shareholders

Diluted earnings per share

Profit attributable to common
shareholders

Assumed conversion of all dilutive
potential ordinary shares

Employees’ compensation

Profit attributable to common
shareholders plus assumed
conversion of all dilutive
potential ordinary shares

Basic earnings per share

Profit attributable to common
shareholders

Diluted earnings per share

Profit attributable to common
shareholders

Assumed conversion of all dilutive
potential ordinary shares

Employees’ compensation

Profit attributable to common
shareholders plus assumed
conversion of all dilutive
potential ordinary shares

Year ended December 31, 2022

Weighted average number of Earnings per

Amount after ordinary shares outstanding share
tax (shares in thousands) (in dollars)
$ 16,204,052 512,410 § 31.62
$ 16,204,052 512,410
- 19,175
$ 16,204,052 531,585 § 30.48

Year ended December 31, 2021

Weighted average number of Earnings per

Amount after ordinary shares outstanding share
tax (shares in thousands) (in dollars)
$ 16,852,759 510,684 § 33.00
$ 16,852,759 510,684
- 9,726
$ 16,852,759 520,410 § 32.38
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(25) Supplemental cash flow information

Investing activities with partial cash payments

Years ended December 31,

2022 2021
Purchase of property, plant and equipment $ 2,179,735  $ 2,650,026
Add: Opening balance of payable on equipment 283,796 58,959
Less: Ending balance of payable on equipment ( 114,514) ( 283,796)
Cash paid during the year $ 2,349,017 $ 2,425,189
Years ended December 31,
2022 2021
Purchase of intangible assets $ 1,799,797 $ 1,460,713
Add: Opening balance of payable on
software and intellectual property 1,445,930 1,152,591
Less: Ending balance of payable on
software and intellectual property ( 1,292,307) ( 1,445,930)
Cash paid during the year $ 1,953,420 $ 1,167,374
(26) Changes in liabilities from financing activities
Liabilities from
Short-term  Guarantee Lease Long-term financing
borrowings deposits liabilities ~ borrowings  activities-total
At January 1, 2022 $ 13,342,100 $ 1,050 $1,105,395 $1,002,799 § 15,451,344
Changes in cash flow from
financing activities 395,894 ( 719) ( 26,897) 711,110 1,079,388
Interest paid - - ( 19,203) - ( 19,203)
Interest on lease liabilities - - 19,203 - 19,203
Changes in other non-cash
items - - 15,728 ( 593) 15,135
At December 31, 2022 $ 13,737,994 $ 331 $1,094,226 $1,713,316 § 16,545,867
Liabilities from
Short-term  Guarantee Lease Long-term financing
borrowings deposits liabilities ~ borrowings activities-total
At January 1, 2021 $ 11,456,600 $§ 1,038 $1,124974 $ - $ 12,582,702
Changes in cash flow from
financing activities 1,885,410 12 ( 35,293) 1,017,360 2,867,489
Interest paid - - ( 18,924) - ( 18,924)
Interest on lease liabilities - - 18,924 - 18,924
Changes in other non-cash
items - - 15,714 ( 14,561) 1,153
At December 31, 2021 $13,342,100 $ 1,050 $1,105,395 $1,002,799 § 15,451,344
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7. RELATED PARTY TRANSACTIONS

(1) Names of related parties and relationship

Names of related parties Relationship with the Company

Leading Enterprises Limited Subsidiary

Realtek Singapore Private Limited Subsidiary
Bluocean Inc. Subsidiary

Talent Eagle Enterprise Inc. Subsidiary

Amber Universal Inc. Subsidiary
Hung-wei Venture Capital Co., Ltd. Subsidiary
AICONNX Technology Corporation Subsidiary

Cortina Systems Taiwan Limited Sub-subsidiary
RayMX Microelectronics Corp. Sub-subsidiary
G.M.I Technology Inc. Other related party
Actions Semiconductor Co., Ltd. Other related party
C-Media Electronics Inc. Other related party
Greatek Electronics Inc. Other related party
EmBestor Technology Inc. Other related party

(2) Significant related party transactions and balances

A. Operating revenue
Years ended December 31,

2022 2021
Sales of goods:
G.M.I Technology Inc. $ 0,142,682 $ 9,690,767
Others 390,473 604,767
$ 9,533,155 $ 10,295,534

Goods are sold based on the price lists in force and terms that would be available to third parties,
and the general collection term was 30 ~ 60 days after monthly billings.

B. Processing cost
Years ended December 31,

2022 2021
Greatek Electronics Inc. $ 694,922 $ 1,009,689

Processing cost is paid to related parties on normal commercial terms and conditions, and the

general payment term was 69 days after monthly billings.
C. Receivables from related parties
December 31, 2022  December 31, 2021

Accounts receivable:

G.M.I Technology Inc. $ 1,048,725 § 1,763,556
Others 47,487 46,113
$ 1,096,212 § 1,809,669
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Aforementioned receivables were 30 ~ 60 days after monthly billings. The receivables from

related parties arise mainly from sale transactions. The receivables bear no interest.

D. Payables to related parties:

Accounts payable:
Greatek Electronics Inc.
Other

December 31,2022  December 31, 2021

$ 90,031 §$ 235,939
71 1,034
$ 90,102 §$ 236,973

The payment term above was 69 days after monthly billings. The payables to related parties arise

mainly from processing cost. The payables are unsecured in nature and bear no interest.

E. Other transactions and other payables (receivables):

Other related parties-
Sales commissions
Technical royalty revenue
Cash dividend income
Others
Subsidiaries and sub-subsidiaries-
Interest income
Other income
Cash dividend income
Rent income

Technical service fees
Others

Years ended December 31,
2022 2021
Ending Ending

Amount balance Amount balance

§ 412,307 § 36,122 § 396,355 $§ 63,954

(3 911) $ - (§ 31451) § -
($ 1,278) $ - ($ 1,434) § -
$ - § 7,701 § - § -

($ 162,768) ($  34,772) ($  23,182) (5 18,285)

$ - (3 49,959) $ - ($ 53,368)
($9,304,732) ($ 3,070,800) ($ 5,669,060) $ -
(S 2,030) ($ 243) (S 1,922) (8 248)
$ 756,426 $ 188.642 $ -3 -
$ - $ 66 $ - $ -

The payment term above was 49 days after monthly billings; collection term was 30 ~ 60 days

after monthly billings.

F. Acquisition of financial assets:

Year ended December 31, 2021

Accounts  No. of shares Objects Consideration
AICONNX
AICONNX Investments Technolq gy
Technology accounted for 2,000,000 Corpor.a‘uon
Corporation under equity equity
method (Investment
Establishment) $ 20,000
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G. Loans to related parties :

(a) Outstanding balance:

December 31, 2022 December 31, 2021

Subsidiaries
Leading Enterprises Limited $ 1,197,612 $ 2,422,875
Talent Eagle Enterprise Inc. - 1,661,400
Bluocean Inc. - 1,661,400
Amber Universal Inc. 2,487,348 1,629,557
Hung-wei Venture Capital Co., Ltd. 70,000 87,000

$ 3,754,960 $ 7,462,232

(b) Interest income
Years ended December 31,
2022 2021
Subsidiaries $ 162,768 $ 23,182
The loans to subsidiaries are repayable monthly within one year, and carry interest at 2% and
0.58% for the years ended December 31, 2022 and 2021, respectively.

H. Endorsements and guarantees provided to related parties:

December 31, 2022 December 31, 2021
Subsidiaries $ 17,766,228 % 14,339,165

(3) Key management compensation

Years ended December 31,

2022 2021
Salaries and other short-term employee benefits $ 564,883 $ 248,487
Post-employment benefits 3,875 3,103
Total $ 568,758 $ 251,590
8. PLEDGED ASSETS
The Company’s assets pledged as collateral are as follows:
Book value
Pledged asset December 31, 2022  December 31, 2021 Purposes
Time deposits (shown in Guarantee for
financial assets at amortised the importation customs
cost - non-current) $ 31,348 § 31,048  duties of materials
Guarantee for leasing land
and office in Science Park
" 49,849 44,810
$ 81,197 $ 75,858
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9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNIZED CONTRACT COMMITMENTS

(1) Contingencies

A.

In 2020, Divx, LLC brought actions for patent infringement in United States International
Trade Commission (“ITC”) and United States District Court of Delaware against the
Company’s IC products. On July 4, 2021, DivX terminated the investigation against the
Company in ITC.

In 2020, KONINKLIJKE PHILIPS N.V. and PHILIPS NORTH AMERICA LLC brought
actions for patent infringement in United States International Trade Commission (“ITC”) and
United States District Court of Delaware against the Company’s IC products. On March 23,
2022, ITC issued the final determination finding non-infringement for the accused Company’s
IC products and non-existence of the required domestic industry.

Future Link Systems, LLC brought actions for patent infringement in United States
International Trade Commission (“ITC”) and United States District Court for the Western
District of Texas against the Company’s IC products. Due to the Plaintiff/ Complainant’ s
withdrawal of its patent infringement complaints, the patent infringement cases have been
terminated.

BANDSPEED, LLC brought an action for patent infringement in United States District Court
for the Western District of Texas against the Company’s IC products. The case is still pending,
and the Company is unable to reliably determine the outcome of the case.

Advanced Micro Devices, Inc./ ATI Technologies ULC brought an action for patent
infringement in United States International Trade Commission (“ITC”) and United States
District Court for the Eastern District of Texas against the Company’s IC products. The case
is still pending, and the Company is unable to reliably determine the outcome of the case.
American Patent LLC brought an action for patent infringement in United States District Court
for the Eastern District of Texas against the Company’s IC products. The case is still pending,

and the Company is unable to reliably determine the outcome of the case.

(2) Commitments

None.
10. SIGNIFICANT DISASTER LOSS

None.

11. SIGNIFICANT EVENTS AFTER THE BALANCE SHEET DATE

None.
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12. OTHERS

(1) Capital management

The Company’s objectives when managing capital are to safeguard the Company’s ability to

continue as a going concern in order to provide returns for shareholders and to maintain an

optimal capital structure to reduce the cost of capital. In order to maintain or adjust the capital

structure, the Company may adjust the amount of dividends paid to shareholders, return capital

to shareholders, issue new shares or sell assets to reduce debt.

(2) Financial instruments

A. Financial instruments by category

Financial assets

Financial assets at fair value through profit or loss
Financial assets mandatorily measured at fair value
through profit or loss
Financial assets at fair value through other
comprehensive income
Designation of equity instrument
Financial assets at amortised cost/Receivables
Cash and cash equivalents
Financial assets at amortised cost
Accounts receivable (including related parties)
Other receivables (including related parties)
Refundable deposits

Financial liabilities

Financial liabilities at amortised cost
Short-term borrowings
Notes payable
Accounts payable (including related parties)
Other payable (including related parties)
Long-term borrowings
Guarantee deposits
Other financial liability

Lease liability

B. Financial risk management policies

December 31, 2022

December 31, 2021

$ 110,533 § 129,129
$ 61,455 $ -
$ 2,538,812 § 2,874,335
81,197 75,858

6,460,614 9,718,326
6,913,596 7,542,294
2,171,839 719,802

$ 18,166,058 $ 20,930,615
$ 13,737,994 § 13,342,100
- 3,276

4,501,710 7,586,416
25,836,597 22,969,591
1,713,316 1,002,799

331 1,050

5,701,692 5,044,386

$ 51,491,640 $ 49,949,618
$ 1,094,226 § 1,105,395

(a) The Company’s activities expose it to a variety of financial risks: market risk (including

foreign exchange risk, interest rate risk and price risk), credit risk and liquidity risk.
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(b) Risk management is carried out by a Company finance under policies approved by the
Board of Directors. Company finance identifies, evaluates and hedges financial risks in
close cooperation with the Company’s operating units.

C. Significant financial risks and degrees of financial risks

(a) Market risk

Foreign exchange risk

i. The Company operates internationally and is exposed to foreign exchange risk arising
from various currency exposures, primarily with respect to the USD. Foreign exchange
risk arises from future commercial transactions, recognized assets and liabilities.

ii. Management has set up a policy to require the Company to manage its foreign exchange
risk against its functional currency. The Company is required to hedge its entire foreign
exchange risk exposure with the Company finance.

iii. The Company’s businesses involve some functional currency operations (the Company’s
functional currency: NTD). The information on assets and liabilities denominated in
foreign currencies whose values would be materially affected by the exchange rate
fluctuations is as follows:

December 31, 2022

Foreign
currency
amount Book value
(In thousands)  Exchange rate (NTD)
(Foreign currency:
functional currency)
Financial assets
Monetary items
USD:NTD $ 432,408 30.708 $§ 13,278,385
Non-monetary items
USD:NTD 1,881,393 30.708 57,773,816
Financial liabilities
Monetary items
USD:NTD 354,424 30.708 10,883,652
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December 31, 2021

Foreign
currency
amount Book value
(In thousands)  Exchange rate (NTD)
(Foreign currency:
functional currency)
Financial assets
Monetary items
USD:NTD $ 721,980 27.690 $ 19,991,626
Non-monetary items
USD:NTD 1,692,376 27.690 46,861,891
Financial liabilities
Monetary items
USD:NTD 458,477 27.690 12,695,228

The total exchange gain(loss), including realised and unrealised arising from significant
foreign exchange variation on the monetary items held by the Company for the years
ended December 31, 2022 and 2021, amounted to $281,355 and $(76,404), respectively.
Analysis of foreign currency market risk arising from significant foreign exchange

variation:

Year ended December 31, 2022
Sensitivity analysis

Effect on other
Effect on comprehensive
Degree of variation profit or loss income

(Foreign currency:
functional currency)
Financial assets

Monetary items
USD:NTD 1% $ 132,784 $ -

Non-monetary items
USD:NTD 1% - 577,673
Financial liabilities

Monetary items
USD:NTD 1% ( 108,825) -
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Year ended December 31, 2021

Sensitivity analysis

Effect on other
Effecton  comprehensive
Degree of variation profit or loss income

(Foreign currency:
functional currency)
Financial assets

Monetary items
USD:NTD 1% $ 199916 $ -
Non-monetary items
USD:NTD 1% - 468,619
Financial liabilities

Monetary items
USD:NTD 1% ( 126,952) -

Price risk

i. The Company’s equity securities, which are exposed to price risk, are the held financial
assets at fair value through profit or loss and financial assets at fair value through other
comprehensive income.

ii. The Company’s investments in equity securities comprise shares issued by the domestic
companies. The prices of equity securities would change due to the change of the future
value of investee companies. If the prices of these equity securities had
decreased/increased by 10% with all other variables held constant, post-tax profit for the
years ended December 31, 2022 and 2021 would have decreased/increased by $11,053
and $12,913, respectively, as a result of gains/losses on equity securities classified as at
fair value through profit or loss. Other components of equity would have
increased/decreased by $6,146 and $0, respectively, as a result of gains/losses on equity
securities classified as at fair value through other comprehensive income.

Cash flow and fair value interest rate risk

The Company has no material interest rate risk.
(b) Credit risk

1. Credit risk refers to the risk of financial loss to the Company arising from default by the
clients or counterparties of financial instruments on the contract obligations. The main
factor is that counterparties could not repay in full the accounts receivable based on the
agreed terms, and the contract cash flows of financial assets at amortised cost, at fair value
through profit or loss and at fair value through other comprehensive income.

ii. The Company manages their credit risk taking into consideration the entire Company’s

concern. According to the Company’s credit policy, the Company is responsible for
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managing and analysing the credit risk for each of their new clients before standard
payment and delivery terms and conditions are offered. Internal risk control assesses the
credit quality of the customers, taking into account their financial position, past experience
and other factors.

iii. The Company adopts the assumption under IFRS 9, that is, the default occurs when the
contract payments are past due over 90 days.

iv. The Company adopts the following assumption under IFRS 9 to assess whether there has
been a significant increase in credit risk on that instrument since initial recognition:

If the contract payments were past due over 30 days based on the terms, there has been a
significant increase in credit risk on that instrument since initial recognition.

v. The following indicators are used to determine whether the credit impairment of debt
instruments has occurred:

(1) It becomes probable that the issuer will enter bankruptcy or other financial
reorganization due to their financial difficulties;

(i1) The disappearance of an active market for that financial asset because of financial
difficulties;

(i11) Default or delinquency in interest or principal repayments;

(iv) Adverse changes in national or regional economic conditions that are expected to cause
a default.

vi. The Company classifies customers’ accounts receivable in accordance with customer types.
The Company applies the modified approach using provision matrix to estimate expected
credit loss under the provision matrix basis.

vii. The Company wrote-off the financial assets, which cannot be reasonably expected to be
recovered, after initiating recourse procedures. However, the Company will continue
executing the recourse procedures to secure their rights.

viii. The Company used the forecast ability of semiconductor industry research report to adjust

historical and timely information to assess the default possibility of accounts receivable.
On December 31, 2022 and 2021, the provision matrix is as follows:
1~90 Over 90 days

Not past due days past due past due Total
At December 31, 2022
Expected loss rate 0-1% 0-1% 100%
Total book value $ 6,481,979 $ 43,893 § 37 $ 6,525,909
Loss allowance $ 64,819 $ 439 $ 37 % 65,295
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1~90 Over 90 days

Not past due days past due past due Total
At December 31, 2021
Expected loss rate 0-1% 0-1% 100%
Total book value $ 9,733,237 § 83,338 § 461 $ 9,817,036
Loss allowance $ 96,119 $ 2,130 $ 461 $ 98,710

ix. Movements in relation to the Company applying the modified approach to provide loss
allowance for accounts receivable are as follows:

2022

Loss allowance for
accounts receivable

At January 1 $ 98,710

Reversal of impairment ( 33,415)

At December 31 $ 65,295
2021

Loss allowance for

accounts receivable

At January 1 $ 95,360
Provision for impairment 3,350
At December 31 $ 98,710

x. For financial assets at amortised cost, the credit rating levels are presented below:

December 31, 2022

Lifetime
Significant
increase in  Impairment
12 months credit risk of credit Total
Financial assets at
amortised cost $ 81,197 § - $ - $ 81,197

December 31, 2021

Lifetime
Significant
increase in  Impairment
12 months credit risk of credit Total
Financial assets at
amortised cost $ 75,858 $ -3 -3 75,858

The financial assets at amortized cost are bank time deposits with original maturity more

than three months, and there is no significant abnormality in credit risk assessment.
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(c) Liquidity risk

i. Cash flow forecasting is performed in the operating entities of the Company and

ii.

aggregated by Company finance. Company finance monitors rolling forecasts of the

Company’s liquidity requirements to ensure it has sufficient cash to meet operational

needs while maintaining sufficient headroom on its undrawn committed borrowing

facilities.

Company finance invests surplus cash in interest bearing current accounts, time deposits,

money market deposits and marketable securities, choosing instruments with

appropriate maturities or sufficient liquidity to provide sufficient head-room as

determined by the above-mentioned forecasts.

iii. The table below analyses the Company’s non-derivative financial liabilities into relevant

maturity groupings based on the remaining period at the balance sheet date to the

contractual maturity date for non-derivative financial liabilities. The amounts disclosed

in the table are the contractual undiscounted cash flows.

Non-derivative financial liabilities:

December 31, 2022

Short-term borrowings

Notes payable

Accounts payable (including related parties)
Other payables (including related parties)
Lease liability

Long-term borrowings

Guarantee deposits

Other financial liabilities

Non-derivative financial liabilities:

December 31, 2021

Short-term borrowings

Notes payable

Accounts payable (including related parties)
Other payables (including related parties)
Lease liability

Long-term borrowings

Guarantee deposits

Other financial liabilities
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Lessthan1  Between 1
year and 5 years Over 5 years
$13,737,994 $ - $ -
4,501,710 - -
25,836,597 - -
43,884 158,424 1,305,338
- 1,728,470 -
- - 331
5,701,692 - -
Lessthan1  Between 1
year and 5 years Over 5 years
$13,342,100 $ - $ -
3,276 - -
7,586,416 - -
22,969,591 - -
45,175 162,621 1,328,389
- 1,017,360 -
- - 1,050
5,044,386 - -



iv. The Company does not expect the timing of occurrence of the cash flows estimated
through the maturity date analysis will be significantly earlier, nor expect the actual cash
flow amount will be significantly different.

(3) Fair value information

A. The different levels that the inputs to valuation techniques are used to measure fair value of
financial and non-financial instruments have been defined as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date. A market is regarded as active where a
market in which transactions for the asset or liability take place with sufficient
frequency and volume to provide pricing information on an ongoing basis. The fair
value of the Company’s investment in listed stocks and beneficiary certificates is
included in Level 1.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly.

Level 3: Unobservable inputs for the asset or liability. The fair value of the Company's
investment in equity investment without active market is included in Level 3.

B. The related information of financial and non-financial instruments measured at fair value by
level on the basis of the nature, characteristics and risks of the assets and liabilities is as follows:

(a) The related information of nature of the assets is as follows:

December 31, 2022 Level 1 Level 2 Level 3 Total
Assets

Recurring fair value measurement

Financial assets at fair value

through profit or loss
Equity securities $ 57,533 § -3 - $ 57,533
Hybrid instruments - - 53,000 53,000

Financial assets at fair value
through other comprehensive income
Equity securities 61,455 - - 61,455
Total $ 118,988 § $ 53,000 § 171,988

December 31, 2021 Level 1 Level 2 Level 3 Total

Assets

Recurring fair value measurement

Financial assets at fair value

through profit or loss
Equity securities $ 129,129 $ - 3 - $ 129,129
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(b) The methods and assumptions the Company used to measure fair value are as follows:
1. The instruments the Company used market quoted prices as their fair values (that is, Level

1) are listed below by characteristics:

Convertible
Listed Closed- Open-end Government Corporate (exchangeable)
shares end fund fund bond bond bond
. . ight
Market quoted . . Closing Netasset Transaction Weighted . .
. Closing price . . average Closing price
price price value price i
quoted price

ii. Except for financial instruments with active markets, the fair value of other financial
instruments is measured by using valuation techniques. The fair value of financial
instruments measured by using valuation techniques can be referred to current fair value of
instruments with similar terms and characteristics in substance, discounted cash flow
method or other valuation methods, including calculated by applying model using market
information available at the consolidated balance sheet date.

iii. The output of valuation model is an estimated value and the valuation technique may not
be able to capture all relevant factors of the Group’s financial and non-financial instruments.
Therefore, the estimated value derived using valuation model is adjusted accordingly with
additional input.

C. For the years ended December 31, 2022 and 2021, there was no transfer between Level 1

and Level 2.
D. The following chart is the movement of Level 3 for the years ended December 31, 2022 and

2021:.

2022 2021
Non-derivative equity Non-derivative equity
At January 1 $ - § -
Acquisition in the period 53,000 -
At December 31 $ 53,000 $ -

E. For the years ended December 31, 2022 and 2021, there was no transfer into or out from Level 3.
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F. The finance division is in charge of valuation procedures for fair value measurements being
categorised within Level 3, which is to verify independent fair value of financial instruments.
Such assessment is to ensure the valuation results are reasonable by applying independent
information to make results close to current market conditions, confirming the resource of
information is independent, reliable and in line with other resources and represented as the
exercisable price, updating inputs used to the valuation model and making any other necessary
adjustments to the fair value.

G. The following is the qualitative information of significant unobservable inputs and sensitivity
analysis of changes in significant unobservable inputs to valuation model used in Level 3 fair

value measurement:

Fair value at Significant Range Relationship
December Valuation  unobservable (weighted of inputs to
31,2022 technique input average) fair value
Hybrid
instruments:
Convertible $ 53,000 Binomial Not applicable - Not
note Model applicable

December 31, 2021 : None.
13. SUPPLEMENTARY DISCLOSURES

(1) Significant transactions information

A. Loans to others: Please refer to table 1.

B. Provision of endorsements and guarantees to others: Please refer to table 2.

C. Holding of marketable securities at the end of the period (not including subsidiaries, associates
and joint ventures): Please refer to table 3.

D. Acquisition or sale of the same security with the accumulated cost exceeding $300 million or
20% of the Company’s paid-in capital: None.

E. Acquisition of real estate reaching $300 million or 20% of paid-in capital or more: None.

F. Disposal of real estate reaching $300 million or 20% of paid-in capital or more: None.

G. Purchases or sales of goods from or to related parties reaching $100 million or 20% of paid-
in capital or more: Please refer to table 4.

H. Receivables from related parties reaching $100 million or 20% of paid-in capital or more:
Please refer to table 5.

I. Trading in derivative instruments undertaken during the reporting periods: None.

J. Significant inter-company transactions during the reporting periods: Please refer to table 6.
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(2) Information on investees

Names, locations and other information of investee companies (not including investees in
Mainland China): Please refer to table 7.

(3) Information on investments in Mainland China

A. Basic information: Please refer to table 8.
B. Significant transactions, either directly or indirectly through a third area, with investee
companies in the Mainland Area: Please refer to table 1, table 2 and table 6.

(4) Major shareholders information
As at December 31, 2022, the Company had no shareholders who hold over 5% (including 5%)
of the Company’s shares.

14. SEGMENT INFORMATION
Not applicable.
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