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One. Report to Shareholders

Since the establishment of our company, we have actively maintained good interactions and technological
exchanges with research institutions and well-known global companies, such as assisting Intel in the
development of the next generation of personal computer audio standard "Intel HD Audio", participating in the
development of the USB ADC 3.0 specification, and integrating the development of Dolby and
DTS-authorized digital audio technology for PC applications. This has enabled C-Media to play a significant
role and lead in the international stage with its unique and innovative technology. With a continuous spirit of
excellence, C-Media has been continuously researching Xear audio processing technology, combining driver
software or DSP chips. In recent years, under the growing trend of the gaming market, it has become a leader
in audio solutions for gaming headsets and VR (Virtual Reality) head-mounted devices. In addition, the
combination of DSP chips and microphone long-distance sound pick-up noise reduction speech recognition
technology has opened up new opportunities for audio in consumer electronics products with the gradual
widespread use of various smart home devices. In the traditional Hi-Fi product market, C-Media has launched
a USB2.0 high-speed audio controller that supports higher-specification 768KHz/32bit ultra-high sampling
rate and SACD audio format DSD, fully meeting the sound quality standards required by high-end products
and professional-level products, and continuously enhancing its leading brand. This solution also complies
with the USB Audio Class 2.0/3.0 specification set by the USB Association and can successfully work under
Mac, Linux, Android, and Windows 10/11 operating systems, providing customers with maximum

convenience.

The product structure of Hua Xin Electronics has always been based on audio class ICs and software
technology as the core product. Currently, the product line includes several major categories:
® USB 2.0 Full-Speed audio chip/High Speed audio control and audio chip
DSP audio processing chip
Audio Codec and Speaker Amplifier
Xear Acoustic Audio Processing Technology

Wireless Sound Integration Solution

Karaoke Integration Solution

In addition, the company, in response to industry trends, international competition and sustainable
development, continues to strive for business transformation and diversification, especially in the strategic
investment layout of the cultural and creative industry, the design and sales of integrated hardware and
software products, and the development of multimedia entertainment system platforms. At this stage,

preliminary good results have been achieved.

I. 2023 Operating Results

1. Implementation results of business plan

In 2023, the market successfully recovered to its pre-pandemic state, and the supply-demand imbalance for

consumer electronic products has been rectified, even surpassing current demands. While some customers still



faced inventory challenges in 2023, the promotion of global e-commerce events contributed to a gradual

increase in USB Audio sales volume, bringing inventory levels back to a reasonable status.

Regarding product applications, C-Media has diversified its offerings. In addition to USB Audio, our
products are now applied to headphones, headsets, microphones, dongles, docking stations, speakers, and
other applications. During the IC shortage period, PC/NB/IPC customers turned to our USB audio chips for
onboard use. Our assistance during their challenging times has builded strong relationships, and certain
models continue to be produced. Looking ahead, as our PC Audio products mature, seamless transitions will
be possible. Furthermore, we’ve secured partnerships with several international brand name company in
the VR sound solution domain. Mass production began in 2023, and we are currently discussing

specifications for the next-generation product.

With the evolution of wireless product specifications, we foresee that future wireless audio products will
replace some wired or USB interface products. In 2023, C-Media’s wireless audio integrated solution has
been used by several customers with our software technology in the wireless gaming headsets. We plan to
do more integration in the future, provide customers with more streamlined hardware design, and shorten
the development time, so that their products can be launched faster. We will start from the gaming
headsets and microphones, and expand to other application products. We look forward to providing

customers with more diverse and higher quality products and services in the future.

The finished product business, which integrates exclusive technology for home KTV product sets, boasts
a competitive advantage in terms of both hardware and software. This year, we have also commenced
research and development to manufacture KTV machine set-top boxes under our clients’ proprietary brands,
aiming to reduce costs associated with purchasing third-party branded equipment. Our distribution channels
in Taiwan continue to expand, including partnerships with retailers such as Tsann Kuen, audio stores, and
e-commerce platforms like Eastern Home Shopping & Leisure and Shopee. However, due to the
post-pandemic slowdown in the home economy, this year’s shipment volume has slightly declined compared
to the previous year, although we still maintain a leading market share. In the third quarter of this year, we
successfully completed the development and mass production of Bluetooth Al conference speakers. These
speakers offer superior sound quality and reception range compared to competitors, along with exclusive Al
conference software services. We aim to position them as a new product line and expand our brand presence

among clients in the 113th fiscal year.

2. Budget execution situation, financial revenue and expenditure, and profitability analysis
The major financial data of the consolidated financial statements for the year 2023 of the company is as
follows: the operating revenue was 418 million (NTD), the gross profit was 187 million (NTD), the gross
profit margin was 45%, the operating loss was 188 million (NTD), the net non-operating income was 77
million (NTD), the net loss after taxes was 104 million (NTD), and the EPS after taxes was (1.34) (NTD). The
cash and cash equivalents at the end of 2023 were 432 million (NTD), and the overall operating capital was

still sufficient.



3. Research and Development Status
Research and development (R&D) has always been the core competency of technology companies. Our
company not only leads in hardware chips related to audio effects in PC peripheral applications, but also
continuously strengthens R&D in related audio software and algorithms. Our goal is to provide high-quality
and customized software/hardware service solutions, meeting the needs of professional users and gamers
across different operating system platforms. We constantly observe and adapt to changes in the application

landscape, actively developing community and entertainment-related audio technologies to maintain a

leading professional image in the Audio IC Solution market. Below are the main directions of our R&D

efforts:

3.1 Collaborating with top professors from national universities, we integrate our company's accumulated 30
years of audio know-how and data with the academic community's exploration of front-end technology.
By applying the most advanced and efficient Al models, we aim to develop a new generation of audio
processing cores. Through industry-academia collaboration and resource sharing, we facilitate
early-stage research exploration, ensuring effective communication between academic research and
industrial applications. This synergy maximizes economic benefits and enables closer synchronization
and coordination between academic theoretical directions and industry demands, thereby enhancing the
quality of R&D on both sides, and creating a win-win situation.

3.2 Consolidating various resources, we combine our company's digital audio processing capabilities and
relevant knowledge to develop low-latency, multifunctional wireless gaming audio solutions, innovating
products to meet market demands.

3.3 In response to the environmental policy requirements of various global economies, mobile devices - such
as smartphones and tablets on the market have all removed traditional analog 3.5mm headphone jacks,
and adopted a unified USB Type-C interface. Customers also show interest in related peripheral
requirements. Our company's R&D continues to focus on this market demand, providing higher-quality,
energy-efficient, and competitive USB Audio Codec single-chip solutions.

3.4 To address the market demands for online karaoke, mobile karaoke apps, and live streaming applications,
we have developed a high-integration, multi-interface karaoke single-chip solution suitable for multiple
platforms. These solutions providing digital USB interface and analog interface for karaoke products
simultaneously, assisting downstream manufacturers in reducing the complexity of production and R&D
for such products while also lowering overall development and production costs, achieving better music
quality, and vocal processing effects.

3.5 Addressing various specialized professional audio application markets, including gaming headsets,
conference systems, and VR/AR/MR virtual reality headsets, we develop highly integrated,
high-performance, low-power Audio DSP software and hardware platforms, providing highly customized
and competitive solutions to meet the needs of high-end customers.

3.6 Actively responding to market demands, we develop basic audio IC solutions for personal computer market, and
also try to diversify wafer foundry sources. We aim to provide customers with higher-quality, more diverse and

stable Audio Solution options while reducing supply chain risks.



11.2024 Business Plan
1. Operating policy

The company, founded in 1991, has been focusing on the research and development of audio chip
technology, including hardware and software. And is currently one of the largest audio chip suppliers in the
world. The R&D team, which makes up more than half of the company's staff, and 70% of R&D, have more
than 10 years of experience in developing audio chips and are capable of providing customers with quick and
complete audio chip solutions.

In recent years, the market environment has rapidly changed under the flourishing development of mobile
and consumer products, with overlapping applications and functions of various products. Therefore, in
addition to NB/PC peripheral product applications, the company will continue the 2023 fiscal year operation
plan, investing Audio solutions for NB/PC, enhance the DSP and software-driven gaming headset solutions,
real multi-channel gaming headset solutions, hardware and software integrated communication headset
solutions, deepen the strategic cooperation with wireless RF chip manufacturers.

In addition, we also put more RD resource to improve and enhance VR virtual reality sound processing
solutions, high-integrated Karaoke live broadcasting solutions, AloT and communication speaker phone with
AEC and noise reduction solutions, USB2.0 Karaoke sound card, live broadcasting solutions, Hi-Fi new chip
solutions, etc., strengthen the company's product line and technology combination, and explore more
application market opportunities and overall competitiveness.

In brand promotion and technology research and development, the company continuously develops its own
brand Xear's sound and voice-related technologies. Corresponding technologies are derived for different
products and usage scenarios, such as Xear 3D Panoramic Audio to assist and enhance sound positioning,
High Definition Environmental Noise Cancellation (ENC HD), Acoustic Echo Cancellation (AEC HD),
Keyboard Noise Cancellation (KNC) and more. In addition to traditional algorithm sound processing
technologies, Al artificial intelligence sound processing technologies have also been developed to provide
consumers with better and more natural sound processing effects. Furthermore, in order to expand the
company's market, the company will focus on improving existing technology designs and product applications,
enhancing its flexibility for transplantation, enabling products to be used on different platforms and
developing a broader range of applications.

The finished product design and contract manufacturing business will continue to focus on KTV product
applications, expanding our portfolio with new product offerings. This strategic approach aims to enhance
vertical integration and reduce costs. Additionally, we are actively researching and incorporating new wireless
technologies and Al software features. This enables our brand clients to drive the trend of connected streaming
and Al-scored karaoke systems, positioning them as the next-generation home karaoke machines. Furthermore,
we seek opportunities for collaboration with additional brand partners. Simultaneously, we remain committed
to developing innovative audio-related peripherals, thereby expanding our product line and ecosystem. By
providing a broader range of product offerings to our customers and increasing market reach, we aim to

strengthen our position in negotiations with distribution channels, both domestically and internationally.



2. Expected sales quantity and its basis, important production and marketing policies.

In 2024, in addition to consolidating the existing USB Audio market, we will also put resource on
expanding the PC Audio market. Several customer wireless audio products have already been mass-produced
this year, and future products will bundle new software features to attract more customers and increase market
share.

In addition to the integration of software, hardware, and firmware, our company develops customizable
firmware and software, which not only lowers the threshold for manufacturers' development but also shortens
their development time. In the future, we will focus on the integration of personal and home entertainment
systems to meet the different needs of different customers. For example, we will focus on the promotion of
acoustic technology in mobile devices, help customers develop innovative product applications, reduce sales
costs and accelerate the time required for product launch, creating a win-win situation for both supply and
sales.

This year, the finished product business is projected to experience growth in sales, driven by ongoing
reinforcement and expansion of our new product portfolio. As the post-pandemic economy gradually returns to
normalcy, and with continuous efforts to expand our brand presence through client channels, we anticipate
improved performance compared to last year. In terms of supply chain management, it is crucial to maintain

adequate stock levels, ensure safety inventory, and diversify supply sources to mitigate supply chain risks.

II1. Strategy for Future Development
1. Short-term business development plan

A. Our company primarily focuses on USB peripheral audio products in the IC business and is the world's
largest supplier of USB Audio products, and the wireless audio solution has also matured. Our sales will be
based in the Asia-Pacific region, and we will strengthen the function and effectiveness of our sales channels.
In the US market, we will increase our visibility and breadth through distribution channels, online
marketing, and electronic trade shows. We will also partner with well-known gaming brands to develop
more audio products suitable for gaming use. In Japan, local brands have invested in the development of
gaming-related products in recent years, and C-Media has been working in this market for a long time and
has gained many opportunities for cooperation with Japanese brands. For customers in Europe and other
regions, we will continue to monitor local market opportunities and emerging companies, and also expand

our customer base by visiting and increasing value-added distributors (VARSs).

B. The finished product business should prepare an ample inventory, diversify the range of KTV product
offerings, and consistently introduce innovative software services. This approach enables clients to
distribute their products across large-scale retail channels more extensively, thereby enhancing visibility,

sales reach, and market penetration. Additionally, it caters to various niche markets.

2. Long-term business development plan
A. The IC application product long-term plan will focus on five major products

(1)Applications: related sound products for games



(2)Related sound products for B2B enterprise communication
(3)Related sound products for KTV live broadcasting
(4)Related products for PC Audio

(5)Wireless Audio application solutions

Leveraging the advantages of C-Media, it will provide integrated hardware, firmware and software solutions.
Continuously strengthening relationships with global brand manufacturers and contract manufacturers and

delivering quality user experience products to consumers.

B. In the long term, the focus should be on the research and innovation of KTV and other audio peripheral
products’ software and hardware functionalities. We should deepen the integration of Al technologies,
expand the product portfolio, leverage the advantages of vertical integration in software and hardware,
continuously enhance cost-effectiveness and competitiveness, and meet a broader range of market demands.
This approach will enable customers to accumulate brand equity, community assets, and market share,
ultimately establishing a comprehensive ecosystem. After establishing a solid market experience with

Taiwanese customers, we can then turn our attention to international markets and overseas customers.

IV. Influenced by External Competitive Environment, Regulatory Environment, and Overall
Operational Environment.

The imbalance of the semiconductor supply and demand situation in 2023 The impact of the war in Ukraine
and geopolitical factors tests the Taiwanese IC industry on how it can choose a more advantageous side and
develop long-term cooperation while facing the tension between China and the US.

The imbalance of supply and demand over the past two years has made various USB audio-related products
more active in the market. Existing competitors are investing in the market to expand their capacity for
survival, and new competitors are also entering the market. This may lead to a downward trend in prices for
USB audio products in the future, as well as increased competition for talent and rising costs.

Abstract According to the March 2024 report of the Taiwan Economic Research Institute : Observing recent
international economic conditions, the US economy continues to show stability, with the Federal Reserve
keeping interest rates unchanged and raising the 2024 economic growth forecast. Economic confidence in the
Eurozone has slightly decreased, with the European Central Bank pausing interest rate hikes for the fourth
consecutive time and revising down the 2024 economic growth outlook. Due to record-high wage increases in
Japan and the depreciation of the yen, the Bank of Japan has raised interest rates for the first time in 17 years,
ending its negative interest rate policy. Although China’s manufacturing PMI has slightly decreased, industrial
added value and exports continue to grow, indicating clear signs of economic recovery. In Taiwan’s domestic
manufacturing sector, influenced by the Lunar New Year holiday, manufacturing orders and exports in
February significantly declined compared to the previous month, leading to a deterioration in manufacturers'
views on the month’s economic performance. However, as global demand for consumer goods gradually picks
up, manufacturers’ sales and inventories continue to improve, leading to a shift towards optimism regarding
the future six-month economic outlook.

With regards to future market demands and trends, we prioritize actively researching and developing new



applications and integrating high-performance products to stay ahead of the technology and market, and
investing in research and development personnel and innovative thinking to enhance the proportion of
software technology obstacles and high-value-added products.

Secondly, in response to competitor competition, we will launch production processes and low-end products
that reduce costs, continue to enhance the software functionality and differentiate the advantages from
competitors, research and develop new chips to improve integration and reduce overall BOM costs, and
strengthen the distribution network and customer service capabilities to stabilize existing customers and
maintain market advantage, and then win new customers and regain some market orders, increasing market
share. We will also strengthen the internal team, increase the establishment of the company's intellectual
property, establish negotiation leverage, and create competition barriers; provide competitive compensation
and benefits to attract talent and maintain human resource productivity; at the same time, evaluate new testing
manufacturers to cope with the inadequate capacity and rising costs associated with the semiconductor
industry boom.

Most importantly, improvements must be made starting from the organizational structure and the
employees' mindset. Market-side assessments and R&D support should be arranged, improving product
quality and customer service ability. We should proactively provide comprehensive and complete end-product
solutions, penetrate the international brand market, gather real-time information on product development
planning, and increase recognition. This should be converted into stable revenue and growth while maintaining
appropriate gross margins.

Once again, | would like to extend my sincerest gratitude to all of our shareholders, customers, partners,
and employees for their continuous support, encouragement, contributions, and efforts. Thanks to them, we are
able to pursue our goal of becoming a "global solution provider that moves people's hearts" and expand into

wider markets as we strive to become a world-class, exceptional company.

Thank you very much.

Chairman Cheng, Chi-Chen

President Chien, I-Kuang

President Yang, Kun-Cheng

Controller Fan, Yung-Shien



Two. Company Introduction

1. Date of Establishment: 1991.12.05.
I1I. Company Milestones

Time

Important events

December, 1991

Established on Section 1, Fuxing South Road, with 6,500,000 in capital.

January, 1992

The company was in operation officially, and is mainly focusing on multimedia video related products at

first.

September, 1992

The Company moved to 3" floor, No. 1, Section 1, Dunhua South Road.

1993

Developed 8-bit PC sound card and motherboard clock generator CMA9107 successfully.

1994 Developed 8-bit audio chip digital controller CMI8328, and high-level clock generator CMA88XX series.
1995 Developed 16-bit audio chip digital controller CMI18329.
) Technologies transferred to the Institute of Computer and Communication Engineering Wave-Table music
Aprl, 1996 synthesis engine.
Tulv. 1996 Participated in the first private technology transferring project of the Ministry of Economic Affairs, and
uly,

transferred Sensaura HRTF 3D positioning audio technology from the British CRL company.

October, 1996

Developed 16-bit audio single chip CMI8330, integrated analog and digital circuits successfully.

February 1997

The Company expanded its staff, and moved to 34h floor, No. 1, Section 1, Dunhua South Road.

1997

Completed the Ministry of Economic Affairs' technology professional skills transferring commission case

CMI8336 - pure hardware HRTF 3D audio chip

1997

Completed the mass production development of ISA HRTF 3D audio chip CMI8330-C3DX

September, 1997

Purchased the office building on the 6th floor, No. 100, Section 4, Civic Boulevard as the operating site of]

the Company (the address was changed in June, 1998)

December, 1997

CMI8330 chip has been adopted by major domestic motherboard manufacturers as the standard equipment.

1998 Improved British CRL HRTF 3D technique with 4- channel audio system.
1998 Completed the mass production development of the 4-channel audio PCI audio single chip CMI8338.
1999 The company’s full series audio chip products obtained Microsoft WHQL certification.
The Company expanded, and purchased the office building on the 13th floor, No. 100, Section 4, Civic
fune, 1999 Boulevard, for the administration department.
Completed 4CH PCI Audio Chip-CMI8738 with the integration of functions of 56K software modem. This
1999 product was the first modem in the world. It is an audio chip with the integrated functions of 4-channel
audio, digital/analog converter, digital optical fiber interface, etc.
2000 Completed the world’s only 6 channel PCI audio single chip CMI8738-6CH, which supports software home

theater systems, and has been adopted by many domestic motherboard manufacturers.

January, 2001

Developed 4CH AC’97 CODEC—CMI9738 successfully.

April, 2001

The turnover in the year of 2000 reached NT$976 million, the net profit per share after tax was NT$19.3,

and the global sales volume of the product audio single chip reached more than 10 million.

October, 2001

The company won the "Industrial Technology Development Award-Excellence Award" from the Ministry of]

Economic Affairs for its industrial contribution and research and development technologies.




Time

Important events

February, 2002

Successfully developed multi-channel virtual surround innovative technology “C-Media Xear 3D Sound
Technology” which offered rear channel virtual compensation, used an open listening architecture, brought a
revolutionary and creative multi-channel environment listening method for users, and solved problems like
purchase costs, assembly, set up, wire engineering, and space issues for PC users wishing to operate in a

multi-channel environment.

Successfully developed 6CH AC’ 97 CODEC—CMI9739, offered the most economical and complete

multi-channel audio function in the world, and also supported 3D Engine and Environment FX environment

March, 2002
sound stage. Moreover, it attached Xear 3D Sound Technology, which is the first patent that C-Media created
in the world.

April, 2002 The company invested in an overseas subsidiary, C-Media Investments Limited(BVI), for US$570,000.
CMI9739 6CH AC’97 CODEC of C-Media won the Best of Computex 2002, from the largest and most
professional computer review media in Japan: Nikkei Bytes, Nikkei WinPC, and the organizers of]

fune, 2002 COMPUTEX Taipei 2002. The technology innovation and market potential of the entire product obtained
deep recognition in the Japanese market.

The Company expanded, and purchased the office building on the 9th floor, No. 100 and 102, Section 4,

August, 2002

Civic Boulevard, for the research and development department.

November, 2002

The latest product of C-Media- CMI9739A Plus Xear 3D Sound Technology, won the Outstanding
Information Application Product Award in the 2002 Information Month of the Republic of China.

December, 2002

Launched the first high-quality PC multi-channel 3D audio solution plan in the world that can combine 3D
positioning and Dolby AC-3 Encoder functions. Meanwhile, it has been certified strictly by Dolby
Laboratories Inc., providing PC system manufacturers and users with complete and undistorted listening

enjoyment of Dolby Million-level audio.

January, 2003

Invited by Dolby Laboratories Inc. to participate in the largest consumer electronics show in the world- CES,

and jointly launched the first set of Dolby inside PC concept products in the world.

Launched the first set of 3D USB Audio solutions in the world. Meanwhile, obtained the opportunity to

March, 2003 exhibit digital audio speaker products at, CeBIT, the world’s largest computer exhibition with many
manufacturers.
April, 2003 The company was officially listed and traded at Taipei Exchange of Republic of China on April 21.

November, 2003

CM102 speaker control chip won the Best Choice of Computex at 2003 COMPUTEX Taipei.

February, 2004

Invited by Intel to participate in the IDF Spring (Intel Spring Forum), demonstrating combining digital

Dolby audio, and the first high-quality 7.1-channel home theater audio solutions in the global PC market.

May, 2004

“Realtek and C-Media built a new audio century of HD AUDIO”
C-Media and Realtek co-operated in the audio on-board market of HDA and AC 97 codec.

June, 2004

CM9880 of C-Media - the first Follow Intel HDA high-quality 7.1-channel new audio specification chip in
the world, won the Best Choice of Computex at the 2004 COMPUTEX Taipei.

February, 2005

The first to launch "Wi-Sonic wireless multi-channel audio module", allowing home digital entertainment to

be implemented in every corner of the home easily.




Time Important events
May, 2005 Disposed the subsidiary C-Media Investments Limited (BVI)

200 CM220 by C-Media - the first upgradeable card reader chip in the world, won the Best Choice of Computex
June, 5

at the 2005 COMPUTEX Taipei.

November, 2005

The latest product of C- Media, the CMI 8788PCI 7.1-channel high-level audio chip, won the Outstanding
Information Application Product Award in the 2005 Information Month of the Republic of China.

C-Media participated in the achievement presentation show of the "Chip System National Technology
Project Office" to demonstrate the achievements of "high-quality non-interlaced integrated video processing

May, 2006 system single chip with digital/analog TV compatibility" of the technology project of the Ministry of]
Economic Affairs.
The Company expanded, and purchased the office building on the 10th floor, No. 102, Section 4, Civic
August, 2006  |Boulevard, for operating use. Also, for the benefit of space use, exchanged the 13th floor of No. 100, Section
4, Civic Blvd., for the 10th floor of the same location.
June. 2007 Jointly launched the highest specification Xonar sound card with Asustek Computer Inc. at COMPUTEX
’ Taipei.
Reinvested in iPeer Group, to actively promote the concept of digital music content and patent rights in the
June, 2007 . .
global Chinese music market.
August, 2007  |Launched the world’s first USB2.0 a high-speed audio control chip.
Issued the first unsecured convertible corporate bond in the country. The amount was NT$800 million. The
August, 2007 ..
fundraising was completed.
July, 2008 Invested USD 2.8 million to establish a 100% equity subsidiary in Hong Kong- C-Media Investments Ltd.

October, 2008

C-Media Investments Ltd. invested USD 130,000 in Shanghai Hua Feng Trading Co., Ltd., and acquired
100% equity.

October, 2008

Cooperated with Intel for the Classmate PC, integrated digital English learning software, and exclusively
released Kuro Kids computers for children.

October, 2008

Certified “CG6004 general certificate of corporate governance system”.

November, 2008

KUP-700 "singing speaker", integrated online music and USB speaker hardware exclusively, and provided
consumer speakers that integrated software and hardware. This innovation was awarded the "Best
Information Product Award" in the Information Month of 2008.

December, 2008

C-Media Investments Ltd. increased USD 540,000 to invest in Shanghai Hua Feng Trading Co., Ltd.

Invested USD 2 million to establish a 100% equity subsidiary, C-Media Holdings Ltd., in the British Virgin

March, 2009 Islands.
May, 2009 C-Media Holdings Ltd. invested in USD 2 million C-Media Americas Inc. and acquired 100% equity.
June. 2009 Launched the company's new business logo and business image at Computex officially, C-Media is no

longer limited to developing audio solutions but will strive to develop all-round multimedia solutions.

October, 2009

Passed ISO 9001:2008 certification and obtained the certificate.

December, 2009

Certified “CG6005 general certificate of corporate governance system”.

January, 2010

C-Media's new enterprise’s website went online officially.

January, 2010

The Xonar high-level sound card, which was co-developed by C-Media and ASUS Computer, appeared on
the cover of Stereophile, an American audiophile professional magazine.

February, 2010

Launched C-Media ENC environment denoising technology officially.

April, 2010

The first private placement was successfully completed in 2009. The total fundraising amount was NT$ 533
million, and the capital increased to NT$775.81 million.

November, 2010

In order to meet the needs of business development and product production, processing, testing, research and
development, etc. in the future, the company purchased property to develop a factory.

December, 2010

C-Media Americas Inc. completed liquidation.
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Time

Important events

January, 2011

The Asus Xonar Xense Premium Gaming Audio Set, which is a product that C-Media co-developed with
ASUS Computer, was awarded the "Best Audio Peripherals Innovation Award " at 2011 CES.

June, 2011

C-Media Xear VoClear environmental noise cancelling system single chip - CM7000, the world's leading
environmental noise cancellation technology for mobile phones, was awarded the Computex Best Choice

Award in 2011.

January, 2012

The Xonar Essence One USB digital-to-analog converter which is co-developed by C-Media and ASUS

Computer was awarded the "Best Innovation Award for Audio Equipment Products" at the 2012 CES.

February, 2013

Increased capital by issuing 1,000,000 new restricted employee shares.

October, 2014

Passed the certification of an international certification organization- American Dun and Bradstreet Co., Ltd.

and became a member of Dun and Bradstreet (DUNS:65-637-3982)

February, 2016

Has become the major supplier of virtual reality audio.

August, 2016

The Company disposed of real estate and equipment in Yilan County for the efficiency of asset activation

and enriching the working capital.

November, 2017

Increased the capital by issuing 840,000 new restricted employee shares.

November, 2017

C-Media Investments Ltd. increased USD1 million to invest in Shanghai Hua Feng Trading Co., Ltd.

March, 2018

The best USB game headset plan provider in China's instant battle shooting game market.

October, 2018

C-Media Investments Ltd. increased USD300,000 to invest in Shanghai Hua Feng Trading Co., Ltd.

December, 2018

C-Media Investments Ltd. increased USD300,000 to invest in Shanghai Hua Feng Trading Co., Ltd.

January, 2019

Invested NT$1 million to establish - C-Media Cultural Creative Technology Inc., and acquired 100% equity.

January, 2019

C-Media Investments Ltd. increased USD 400,000 to invest in Shanghai Hua Feng Trading Co., Ltd.

August, 2019

C-Media Investments Ltd. increased USD 500,000 to invest in Shanghai Hua Feng Trading Co., Ltd.

August, 2019

Increased NT$74 million to invest in C-Media Cultural Creative Technology Inc.

September, 2019

C-Media launched a smart karaoke scoring entertainment system, and stepped into the household karaoke

market.

October, 2019

C-Media Cultural Creative Technology Inc. invested NT$100 million to establish Good Music Cultural

Creative Technology Inc. and acquired 100% equity.

December, 2019

C-Media Xear audio technology website officially launched.

November, 2020

Stepped in PC/NB/IP audio chip market.

October, 2021

C-Media and KaiKuTeK jointly released the Al mmWave gesture control smart headset plan.
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Three. Corporate Governance Report

I. Organization

1. Organizational Structure

Shareholders’ Meeting

Audit Committee

UOISIAIQ UoIel8a1u| Wa1sAS

Audit Office
Remuneration
Board of Directors committee
Chairman
President Office

President
X
2
(@)
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2. Responsibilities of Main Departments

Department Key Responsibilities
Audit office 1.Formulate and implemerilt annual aud.it plan. | |
2. Internal control system implementation and improvement suggestions.
1. Give full play to the benefits of the company's various resources, develop
President Office investment targets and manage investment risks.
2. Drafting and reviewing various contracts.
1. Oversees finance, accounting, and stock affairs.
Management 2. Oversees information management and computer systems integration
Center and applications.

3. Oversees general affairs, and human resources.

=

) Production related (Production Planning/ Plan Excution & Logistic/ MP
Production and ) ) )
. o Engineering / Supplier Management)
Quality Division

2. Quality related (DQA/MQ/QS/SQM/RMA)
~|1. Product survey, plan, management, marketing and technical support.
Sales & Marketing ) )
Divisi 2. Business expansion and customer development.
ivision

3. Purchase order review and sales management.
Al Research & 1. Survey, development, and implementation of audio Al algorithms.
Development 2. Develop, deployment, productization of applications based on Al
Division. algorithms.

1. Audio related HW/SW Project Development / Design, and Sales

support.
R&D Center ) ) ) .
2. Innovative Technology Project Planning / Development / Cooperation
and Execution.
Acoustics . o .
Design and develop karaoke applications of multiple platforms.
Technology and ] ) ) ) ]
Aoplicati Design and develop Al scoring engine and acoustic algorithms used by
ication
pp ) karaoke applications.
Division
System 1. Develop, manufacture, and sell multimedia hardware/software
Integration products or solutions.
Division 2. The procurement, import, and export process for finished products.
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Form 1: Major Shareholders of Corporate Shareholders

April 23, 2024

Name of corporate shareholder Major shareholders of the corporate shareholder (Note 1) Sharre;?;dmg
Hung-Wei Venture Capital Co., Ltd. |Realtek Semiconductor Corporation 100%

Note 1: Fill in the names of the corporate shareholder’s major shareholders (those with a shareholding ratio ranking among the top 10) and their shareholding ratios.

Form 2: If any Major Shareholder Listed in Form 1 is a Corporate/Juristic Person, List its Major

Shareholders in this Form

April 1, 2024

Name of corporate/juristic Major shareholders of the corporate/juristic person (Note 1) Sharehglding
person ratio
Capital Tip Customized Taiwan Select High Dividend Exchange 6.43%
Traded Fund
Cotek Pharmaceutical Industry Co., Ltd. 4.32%
Cathay MSCI Taiwan ESG Sustainability High Dividend Yield ETF 3.63%
Yuanta/P-shares Taiwan Dividend Plus ETF 2.62%
Realtek Semiconductor  [Fuh Hwa Taiwan Technology Dividend Highlight ETF 2.58%
Corporation INew Labor Pension Fund 1.72%
INorges Bank 1.53%
China Life Insurance Co., Ltd. 1.38%
Chiang, Ting-Chi 1.28%
JPMorgan Chase Bank N.A., Taipei Branch in custody for Vanguard 1L27%

Total International Stock Index Fund, a series of Vanguard Star Funds

Note 1: Fill in the names of the corporate shareholder’s major shareholders (those with a shareholding ratio ranking among the top 10) and their shareholding ratios.
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1.1 Disclosure of Information Regarding the Professional Qualifications and Experience of Directors and the

Information on Directors (2)

Independence of Independent Directors:

2 Zz
s °
Qualification g %
. a 2
Professional qualifications and experience Independence analysis % §
2 =
g 5
s g
a =]
specify whether did they or their the number and ratio | do they serve as a | the amount(s) of any pay g: -§
3
o any circumstance spouse or any relative of shares of the director, received by the g
E 8
g" within the second | Company held by the supervisor, or independent director for £
> under any %
;—‘3 specify their degree serve as a independent director | employee of any any services such as =
= subparagraph of . . . . . . g
Principal work experience and academic Z | accounting or director, supervisor, | and their spouse and | company having a | business, legal, financial, 2
> . 2
e £ N Article 30 of the | employee of the relatives within the specified or accounting services §
qualification = finance o
Q Company Act | Company or any of its| second degree (or relationship with | provided to the Company %
=] background 5
ES i i affiliates? through nominees’ the Compan; or any affiliate thereof ¢
= exists with respect g pany y <1
Name 2 . =
{0 a director or within the past 2 years. P
:
supervisor. “
M.S., Electrical Engineering Department,
China Institute of Technology
Cheng, President's Class for National Taiwan
o . No No None Non-independent director, not applicable
Chi-Chen |Normal University (Taiwan) and Fudan
University (Shanghai)
Chairman, C-Media Electronics Inc.
M.S., Electrical Engineering Department,
Chien, National Cheng Kung University . . .
. o . No No None Non-independent director, not applicable
I-Kuang President/ Chief Operating Officer,
C-Media Electronics Inc.
Ph.D., Department of Economics, National The director
has fii
Yang, Chung Cheng University. as fnance
. Lo . No | background None Non-independent director, not applicable
Kun-Cheng President/ Chief Financial Officer,
and working
C-Media Electronics Inc. .
experiences
Wang, MBA, National Chengchi University The director
Po-Chih Vice President of Realtek Semiconductor | No has finance None Non-independent director, not applicable
(Note 1) Corporation background
Ph.D., Computer Science, Stevens
Wang Institute of Technology, U.S.A
. | . Yes No None No 0 None No
Jhing-Fa | Chair Professor Emeritus, National Cheng
Kung University
M.S., Electrical Engineering Department,
Liu State University of New York at Stony
Brook, U.S.A. Yes No None No 0 None No
Li-Kuo Chairman/President., JMicron Technology
Co., Ltd.
The director
has z ti
. Drexel University-MBA a5 accounting
Shieh ) and finance
Assistant General Manager, JP Nelson Yes None No 0 None No
Shun-Pin . X background
(Taiwan) Corporation and working
experiences
The director
Pennsylvania State University- MBA has accounting
Hsu Chairman, Feng He Development Inc. and finance
Yes None No 0 No 0
Johntie Chairman, Kuan Cheng International background
Director, HIM International Music Inc. and working
experiences

Note 1 : Representative: Hung-Wei Venture Capital Co., Ltd.

1.2 Diversity and Independence of the Board of Directors:

(DDiversity of the Board of Directors :
1. Diversity of the Board of Directors :
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The "Corporate Governance Practice Principles’ stipulates that the diversity of board composition




should be taken into account. In addition to the fact that the number of directors who are also

managers of the Company should not exceed one-third of the total number of directors, appropriate

diversity guidelines should be formulated with respect to the Company's operation, business model
and development needs, which should include but not limited to the following two major criteria:

(1) Basic criteria and values: gender, age, nationality and culture, etc.

(2) Expertise and skills: Professional background (e.g., law, accounting, industry, finance, marketing,
or technology), professional skills, and industry experience. Board members should generally
possess the knowledge, skills and qualities necessary to carry out their duties. In order to achieve
the desired objectives of corporate governance, the Board as a whole should possess the
following competencies:

A. Business judgment skills

B. Accounting and financial analysis skills
C. Business management skills

D. Risk management skills

E. Industry knowledge

F. International market perspective

G. Leadership skills

H. Decision-making ability

The Company's eight board members have professional backgrounds including seven in the industry

and one in academia, with expertise in management, leadership, industry knowledge, academia and

finance. Among them, 37.5% are employees and 50.0% are independent directors. In terms of age
distribution, the target for young and young adult directors is to have at least three or more seats,
and currently the Company has six young adult directors, accounting for 75.0%, as summarized in

the table below:
Items of] . .
Basic requirements and values Professional skills, and industry experience Professional knowledge and skills
Diversity
Independent -
2 Age . . g
g director experience < o > @ o 5
— =5 m — 5
g < o o EEE|l ESwms |58 g S z g g 8 R
& g = 2 g 8 2| 5 & ¢ E 2 E| 2 g g - S g
g IS » B ©° IS 2 5 5| § © 2 3 5 g £ g 2. g 8 e g
. = - T 2 - R == .2 s 2 6 ® g s
Director 5] I & o = = 2 N g - o < B
< 3 3 & g ) . -
8 ¢ g £ 2
Name S @ ]
Cheng,
) Male v v v v 4
Chi-Chen
Chien,
Male v \% v \% \%
I-Kuang
Yang,
Male \% \% \% \% \%
Kun-Cheng
Wang,
Male \% A% \Y% \Y% A%
Po-Chih
Wang
. Male \% \% v \% \% \%
Jhing-Fa
Liu,
X Male v \% \Y% \% v
Li-Kuo
Shieh
. Male \% \% \% \% \% \%
Shun-Pin
Hsu
X Male \% \% \% \% \% \% \%
Johntie

(I) Independence of the Board of Directors :
The Board of Directors of the Company consists of 8 members, of which 4 are independent directors
accounting for 50% of the Board of Directors, and none of the directors are related to each other as
spouses or relatives within the second degree. Therefore, the Board of Directors of the Company is
independent.
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Names and Distributions of Emplovee Profit-Sharing Compensation to
Managerial Officers

March 7, 2024
Unit: NT$ thousands
. Amount in | Amount in As a % of net
Job title (Note 1 Name (Notel Total
( ) ( ) stock cash profit
President .
f (2023.12.08 discharged) Cheng, Chi-Chen
= President (2023.12.08 appointed) / .
crz Chief Operating Officer Chien, I-Kuang
o President (2023.12.08 appointed) /
— Chief Financial Officer/
— Yang, Kun-Cheng
© Corporate Governance officer )
— (2023.03.24 appointed) 0 0 0 0%
Vice President / .
© | R&D Officer (2023.12.08 appointed) Ho,Yi-Chen
—h . .
_ Vice President / .
o Sales Officer (2023.12.08 appointed) Lee, Chien-Jung
(¢}
— .
m Controller Fan, Yung-Shien

Note 1: Names and job titles should be disclosed individually, but profit distributions received may be disclosed in aggregate.

Note 2: Fill in the amount of employee profit-sharing compensation (including stocks and cash) received by the managerial officers as approved or expected to be approved
by the board of directors for the most recent fiscal year. If the amount cannot be forecasted, disclose the amount expected to be distributed by calculating pro-rata to
the amount that was actually distributed in the preceding fiscal year. If the Company has already adopted the IFRS, net income means the net income after tax on the
parent company only or individual financial report for the most recent fiscal year.

Note 3: The applicable scope of “managerial officers” is defined under the 27 March 2003 FSC Order No. Tai-Cai-Zheng-I11-0920001301 as persons in the following positions:
(1) General manager(s) and equivalent level positions
(2) Assistant general manager(s) and equivalent level positions
(3) Deputy assistant general manager(s) and equivalent level positions
(4) Chief officer of the finance division
(5) Chief officer of the accounting division
(6) Other persons who have the power to manage affairs and sign for the Company

Note 4: If any director, general manager, or assistant general manager receivesprofit-sharing compensation (including stocks or cash), complete this table in
addition to Table 1-2

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.
4.1 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.
2022 2023
Percentage of remuneration and compensation paid to Directors | Percentage of remuneration and compensation paid to Directors and
and Officers accounts Officers accounts
Items for net income after taxes for net income after taxes
by all companies of the consolidated by all companies of the consolidated
by the Company statements by the Company statements
Directors -0.775 -0.775 -1.438 -1.438
Officers -14.817 -14.817 -76.033 -76.253
Total -15.592 -15.592 -77.471 -77.691

4.2 The policies, criteria, portfolio of compensation payment, procedures to fix compensation, business
performance and interrelationship to the future risks.

The 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 1% of the profits as directors’ remuneration, and allocate no less than 1%
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of the profits as employees’ compensation. The Company's independent directors' remuneration
includes directors' remuneration and business expenses. Directors' remuneration is determined by
remuneration committee with reference to the industry's usual level of payment, and considerations
of the performance evaluation results of the board of directors, individual board members, and
functional committees, the time spent, and the responsibilities undertaken, etc. After evaluation of the
relevance of individual performance and business performance and future risks, a proposal is
submitted to the board of directors for discussion and approval. 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 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.

IV. Corporate Governance Operation
1. Operation of the Board of Directors

The number of board meetings held in the most recent fiscal year was
The attendance by the directors and supervisors was as follows :

6 (A

No. of No.of
. meetings meetings In-person attendance rate
Title Name(Note 1) A Remarks
attendedin attended by (%) [ B/A] (Note 2)
person (B) proxy
Chairman Cheng, Chi-Chen 6 0 100 _
Director Chien, I-Kuang 6 0 100 -
Director Yang, Kun-Cheng 6 0 100 -
Representative: Hung-Wei Venture
Director Capital Co., Ltd. 6 0 100 ;
Wang, Po-Chih
Independent
n ejpen en Wang, Thing-Fa 6 0 100 -
Director
Independent
neependen Liu, Li-Kuo 6 0 100 -
Director
Independent
ndependen Shich, Shun-Pin 5 1 83 .
Director
Indefpendent Hsu, Johntic 3 0 100 Newly elected on
Director 2023.6.16
The attendance of independent directors at each board meetings is as follows:
The 11th Term
Name 8th 9th 10th lith 12th 13th
2023.03.24 2023.05.05 2023.05.25 2023.08.04 2023.11.03 2023.12.08

Wang, Jhing-Fa

Attendedin person

Attended in person

Attendedin person

Attended in person

Attendedin person

Attendedin person

Liu, Li-Kuo

Attendedin person

Attendedin person

Attendedin person

Attended in person

Attendedin person

Attendedin person

Shieh, Shun-Pin

Attended by proxy

Attended in person

Attendedin person

Attended in person

Attendedin person

Attendedin person

Hsu, Johntie

Attended in person

Attendedin person

Attendedin person
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Other information required to be disclosed :

1.If any of the following circumstances exists, specify the board meeting date, meeting session number,
content of the motion(s), the opinions of all the independent directors, and the measures taken by the
Company based on the opinions of the independent directors:

(1)Any matter under Article 14-3 of the Securities and Exchange Act : Not applicable.
(2)In addition to the matters referred to above, any dissenting or qualified opinion of an independent
directory that is on record or stated in writing with respect to any board resolution : Not applicable.

2.The status of implementation of recusals of directors with respect to any motions with which they may
have a conflict of interest: specify the director’s name, the content of the motion, the cause for recusal, and
whether and how the director voted :

Meeting
Contents of motions Director’s name The cause for recusal, and whether and how the director voted
dates
1.The wages of managerial officers . Except for Chien, I-Kuang and Yang, Kun-Cheng who are
- Chien, I-Kuang . = . >
under the Article 38 of the Labor Yane. Kun-Chen managerial officers and shall not participate in voting on the
Standards Act. & & proposal, the rest of directors unanimously approved this motion.
2023.03.24 . . Except for Yang, Kun-Cheng who is the person involved and shall
. 2.To appoint a chief corporate .. ; . .
The 8th in Yang, Kun-Cheng | not participate in voting on the proposal, the rest of directors
governance officer. . > .
the 11th unanimously approved this motion.
term 3. To propose the removal of . Except for Cheng, Chi-Chen, Wang, Po-Chih and Liu, Li-Kuo who
e A Cheng, Chi-Chen . . . .
non-competition  restrictions  on . also serve as other companies and shall not participate in voting on
. . . Wang, Po-Chih . . .
directors and their representatives i the proposal, the rest of directors unanimously approved this
. s . Liu, Li-Kuo .
in general shareholders’ meeting. motion.
. Except for Cheng, Chi-Chen, Chien, I-Kuang, Yang, Kun-Cheng
. . Cheng, Chi-Chen - .
2023.11.03 1.The employee list and share quantities Chien, I-Kuang who are the transferred employees and shall not participate in
The 12th in for the fifth treasury stock transfer. Yang, Kun-Cheng :/}?itslrrlfo?ir(l) rtlhe proposal, the rest of directors unanimously approved
thtee :rith 2.The wages of managerial officers Except for Yang, Kun-Cheng who is a managerial officer and shall
under the Article 38 of the Labor | Yang, Kun-Cheng | not participate in voting on the proposal, the rest of directors
Standards Act. unanimously approved this motion.
Except for Cheng, Chi-Chen who is involved and shall not
1. Resignation of the General Manager. Cheng, Chi-Chen | participate in voting on the proposal, the rest of directors
unanimously approved this motion.
Chien. I-Kuan Except for Chien, I-Kuang and Yang, Kun-Cheng who are involved
2023.12.08 | 2. Appointment of the General Manager. , 8 and shall not participate in voting on the proposal, the rest of
. Yang, Kun-Cheng . . . .
The 12th in directors unanimously approved this motion.
the 13th L . Except for Chien, I-Kuang who is involved and shall not
3.Significant Executive Personnel . O . ; .
term Chien, I-Kuang participate in voting on the proposal, the rest of directors
Change. . . .
unanimously approved this motion.
. , . Except for Cheng, Chi-Chen who is involved and shall not
4. Managerial officer's Retirement . . . ; .
. Cheng, Chi-Chen | participate in voting on the proposal, the rest of directors
Benefits Disbursement. . . .
unanimously approved this motion.

3.For a TWSE or TPEx listed company, disclose information including the evaluation cycle and period(s)
of the board of directors’ self-evaluations (or peer evaluations) and the evaluation method and content.
Additionally, complete Table 2(2) Implementation of Evaluations of the Board of Directors :

Evaluation Evaluation . Method of . Evaluati It
: feval . valuation resu
cycle period Scope of evaluation evaluation Evaluation content
1.Performance evaluation of the board | 1. The performance evaluation of
Performance of directors: the entire board of directors , board
eva}uatlon of the . . members ,and functional
entire board of (DProfessional expertise. committees (including the audit
2023.01.01 directors, board Internal (2)Decision-making effectiveness, | committee and the remuneration
Ol members, and self-assessme committee) is still excellent.
functional nt, member (3)Internal controls.
Once a year to committees self-assessme 2. Suggested areas for
2023.12.31 | (including the nt, peer 2. Board Members (self or peer): improvement:
:Eglilfeommlttee evaluation. (1)Professional competence. (1) Strengthen the
compensation (2)Participation in company decision-making efficiency of
comsnittee) operations and understanding the board of directors and
. of objectives. discuss the evaluation of
(3)Internal relations. sustainable development
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(4)Internal control. issues.
3.Performance evaluation of
functional committees (including
the audit committee and the
compensation committee):

(2) Follow up on the
implementation of the functional
committee’s resolutions and
participate in external audits.

(1)Professional competence.

(2)Level of participation in

company operations.

(3)Decision-making efficiency.

(4)Committee composition and

member selection.

(5)Internal control.

(3) Understand risk management
policies.

4.Give an evaluation of the targets that were adopted for strengthening of the functions of the board during

the current and immediately preceding fiscal years (e.g., establishing an audit committee, increasing

information transparency, etc.) and the measures taken toward achievement thereof. :

4.1. Establishment of Functional Committees: The company has established functional committees, including the Audit
Committee, the Compensation Committee, the Corporate Governance Committee, etc.

4.2. Strengthening Corporate Governance: The company has established practical guidelines for corporate governance,
methods for evaluating the performance of the board of directors, and complies with legal requirements to disclose
corporate governance information.

Note 1: For a director or supervisor that is a juristic person (corporate entity), disclose the name of the corporate shareholder and the name of its representative.

Note 2: (1) If any director or supervisor left office before the end of the fiscal year, specify the date that they left office in the Remarks column. Their in-person
attendance rate (%) should be calculated based on the number of board meetings held and the number they attended in person during the period they
were in office.

(2) If any by-election for directors or supervisors was held before the end of the fiscal year, the names of the new and old directors and supervisors should be filled
in the table, with a note stating whether the director or supervisor left office, was newly serving, or was serving consecutive terms, and the date of the
by-election. The in- person attendance rate (%) should be calculated based on the number of board meetings held and the number attended in person
during the period of each such person’s actual time in office.

2. Operation of the 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; 6 meetings were held in 2023. 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) Establishing or revising principles and regulations related to corporate governance and corporate
social responsibility.

Operation of the Audit Committee

The number of audit committee meetings held in the most recent fiscal year was:_ 6 (A) > The
attendance by the independent directors was as follows :

No. of meetings | F meetings (Iin-person "
; . attendance rate (%
Title Name attende(dgr;person attended by proxy [B/A) Remarks
(Notes 1 and 2)
Independent .
Director Wang, Jhing-Fa 6 0 100 -
Independent R
Director Liu, Li-Kuo 6 0 100 -
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Independent . .
Director Shieh, Shun-Pin 5 1 83 -
Independent . Newly appointed on
Director Hsu, Johntie 3 0 100 2023.6.16

Other information required to be disclosed:

1.If any of the following circumstances exists, specify the audit committee meeting date, meeting

session number, content of the motion(s), the content of any dissenting or qualified opinion or

significant recommendation of the independent directors, the outcomes of audit committee resolutions,

and the measures taken by the Company based on the opinions of the audit committee:
(1) Any matter under Article 14-5 of the Securities and Exchange Act -

The content of any
The matter dissenting or The outcomes The measures
. under Article qualified opinion . taken by the
Meeting . L of audit
Contents of motions 14-5 of the or significant . Company based on
dates .. . committee Ll
Securities and recommendation resolutions the opinions of the
Exchange Act | of the independent audit committee
directors
1.2022 annual financial statements and business Unanimously
v None None
report approved
2.2022 deficit compensation statement and Unanimously
.. o v None None
cash dividend distribution approved
i 1
3.2023 Statement of Internal Control System \ None Unanimously None
approved
2003.03.24 4.T0‘a1:')p01nt the external auditors and evaluate v None Unanimously None
n their independence for 2023. approved
The 7% in To void the resolution of private placement at Unanimously
the 3" term : v None None
shareholder meeting on Jun 17, 2022. approved
6.?1“0 discuss the private placement by v None Unanimously None
installments. approved
7.To propose the removal of non-competition
restrictions  on  directors and  their Unanimously
. . s v None None
representatives in general shareholders approved
meeting.
1.Partial amendment to the internal control Unanimously
system M None approved None
2023.05.05 -
o 2.To approve the record date of the 1th quarter
Thej m capital increase from the exercise of employee v None Unanimously None
the 3" term stock warrants and register of the change in approved
capital.
2023.05.25 | 1.Partial amendment to the rules governing the .
. . Unanimously
h 7th issuance and exercise of employee stock v None None
The 9" in approved
the 3 term warrants.
2023.08.04 . . .
023.08.0 1.Partial amendment to the internal control Unanimously
The 10" in v None None
system. approved
the 3 term
1.To approve the record date of the fourth
quarter capital increase from the exercise of Unanimously
. v None None
employee stock warrants and register of the approved
change in capital.
2023.11.03 - i
N 2.2024 annual audit plans of the company and v None Unanimously None
The ldl in subsidiaries. approved
the 3 term [ 3 The employee list and share quantities for the Unanimously
v None None
fifth treasury stock transfer. approved
4.The wages of managerial officers under the v None Unanimously None
Article 38 of the Labor Standards Act. approved
1.Partial amendment to the internal control Unanimously
\ None None
system. approved
2023.12.08 2.Resignation of the General Manager. v None Unammoujly None
The 12" in approve ]
rd . Unani
the 3 term | 3 Appointment of the General Manager. v None fanumous’y None
approved
4. Significant Executive Personnel Change. v None Unanimously None
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approved

5.Managerial officer's Retirement Benefits

Disbursement.

(2)In addition to the matters referred to above, any matter that was not approved by the audit committee
but was approved by a two-thirds or greater majority resolution of the board of directors : None.

2.Implementation of recusals of independent directors with respect to any motions with which they may
have a conflict of interest: specify the independent director’s name, the content of the motion, the cause

for recusal, and whether and how the independent director voted -

Meeting Contents of the motion Director’s | The cause for recusal, and whether and
Dates name how the director voted
To propose the removal of Except for the director Liu, Li-Kuo who
2023.03.24 non?corrr)lpetition restrictions Liu also serves as other companies and shall
The 3% in on directors in general o not participate in voting on the
the 7™ term shareholders’ meeting Li-Kuo proposal, the rest of directors
’ unanimously approved this motion.

3.Communication between the independent directors and the chief internal audit officer and the CPAs that
serve as external auditor (including any significant matters communicated about with respect to the state of
the company’s finances and business and the method(s) and outcomes of the communication.)

The communication between the independent directors and the internal audit officer and the CPA: The
Company’s independent directors communicate with the CPA by the way of meetings, 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 officer by the way of meetings,
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.

1)The major items of communication between the independent directors and the CPA

Opinions of independent
Date Communication focus directors and follow-up
implementation
1. Report of regulatory developments.
2. External auditor relationship
(i. e. qualification, performance and independence).
2023.03.24 3.An§ audit problléms or difficulties egld management’s None
response in connection with 2022 annual financial
statements.
1.Anv review problems or difficulties and management’s
2023.05.05 response in connection with 2023 first quarter financial None
statements
1.Any review problems or difficulties and management’s
2023.08.04 response in connection with 2023 second quarter None
financial statements
1.Anv review problems or difficulties and management’s
2023.11.03 response in connection with 2023 third quarter financial None
statements
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2) The major items of communication between the independent directors and the internal audit officer

. Opinions of independent directors
Date Communication focus . .
and follow-up implementation
1. Internal Auditor’s report.
2023.03.24 2. 2022 Statement of Internal Control System. None
1. Internal Auditor’s report. None
2023.05.05 2. Internal Audit system revision.
2023.08.04 | 1. Internal Auditor’s report. None
1. Internal Auditor’s report.
2023.11.03 | 2. 2024 annual audit plans of the company and None
subsidiaries.
2023.12.08 | 1. Internal Auditor’s report. None
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4. The composition, responsibilities and operation of the remuneration committee :

4.1 Information on Remuneration Committee Members

April 30,2024

Independence analysis

Qualifications Whether the member or | The number and ratio Whether the The amount(s) of any pay
their spouse or relative of shares of the member has served| received by the remuneration Number o.f
other public
within the second degree | Company held by the as a director, committee member for any | companies at
Professional Lo . . . . which the
. . of kinship serves or has | member, their spouse, supervisor or services such as business, legal,
qualifications person on
and experience served as a director, and their relatives employee of a  [financial, or accounting services| currently
. . — . serves as
supervisor, or employee of |with the seconddegree specified provided to the Company or remuneration
the Company or any of its |  (or through their company any affiliate thereof within the | committee
Capacit
pactty affiliates nominees) past 2 years member
Name
Independent Wang,
No 0 No 0 0
Director Jhing-Fa
Independent Liu, Please refer to
No 0 No 0 0
Director Li-Kuo P18 Information
Independent . on Directors (2).
Shieh
Director No 0 No 0 0
Shun-Pin
(Convener)

4.2 Scope of Remuneration Committee
(1)To establish and periodic review the performance of directors and managers, and the policies,
systems, standards and structures of compensation.
(2)To establish and periodic review the remuneration of directors and managers.

4.3 Operation of the Remuneration Committee
(1)The Company’s remuneration committee has a total of _3 members.
(2)The term of the current members is from 2021.09.06 to 2024.08.26.

The number of remunerationcommittee meetings held in the most recent fiscal year was: 4 (A)
The attendance by the members was as follows:

No. of
No. of .
tings meetings In-person
Title Name artr::gded in attended attendance rate Remarks
Person(B) by (%)(B/ A)
proxy
Convener Shleh’. 3 1 75.00 ]
Shun-Pin
Member Liljgilo 4 0 100.00 ]
Wang,
Member | Jhing-Fa 4 0 100.00 ]

Other information required to be disclosed:

1. If the board of directors does not accept, or amends, any recommendation of the remuneration committee, specify the board meeting date,

meeting session number, content of the recommendation(s), the outcome of the resolution(s) of the board of directors, and the measures
taken by the Company with respect to the opinions given by of the remuneration committee (e.g., if the salary/compensation approved by
the board is higher than the recommendation of the remuneration committee, specify the difference(s) and the reasons).

None.

. With respect to any matter for resolution by the remuneration committee, if there is any dissenting or qualified opinion of a committee
member that is on record or stated in writing, specify the remuneration committee meeting date, meeting session number, content of the
motion, the opinions of all members, and the measures taken by the Company with respect to the members’ opinion.

None.
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(3)Reasons for Discussion and Results of Resolutions of the Remuneration Committee

The outcomes of remuneration

The 5™ in the 5™ term

Meeting dates Content of the recommendation . .
committee resolutions
1. 2023 working plan of the Remuneration Unani | q
2023.03.24 Committee. fanimousty approve

2. The wages of managerial officers under
the Article 38 of the Labor Standards Act.

Unanimously approved

2023.05.25
The 6™ in the 5™ term

1. Partial amendment to the rules governing
the 7th issuance and exercise of employee
stock warrants.

Unanimously approved

2023.11.03
The 7™ in the 5" term

1. The employee list and share quantities
for the fifth treasury stock transfer.

Unanimously approved

2. Review the company’s “Compensation
Management and Performance Evaluation
Procedures for Directors and Managers”.

Unanimously approved

3. The wages of managerial officers under
the Article 38 of the Labor Standards Act.

Unanimously approved

2023.12.08
The 8" in the 5" term

1. Resignation of the General Manager.

Unanimously approved

2. Appointment of the General Manager.

Unanimously approved

3.Significant Executive Personnel Change.

Unanimously approved

4. Managerial officer's Retirement Benefits
Disbursement.

Unanimously approved
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9. Internal Control Status :

9.1 Statement of internal control

C-Media Electronics Inc.
Statement of Internal Control System
Date: March 7, 2024

Based on the findings of a self-assessment, C-Media Electronics Inc. ( C-Media ) states the
following with regard to its internal control system during the year 2023 :

1. C-Media ’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.

2. 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 C-Media takes immediate remedial
actions in response to any identified deficiencies.

3. C-Media 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.

4. C-Media has evaluated the design and operating effectiveness of its internal control system
according to the aforesaid Regulations.

5. Based on the findings of such evaluation, C-Media believes that, as of December 31, 2023, 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.

6. This Statement is an integral part of C-Media’s annual report for the year 2023 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.

7.  This statement was passed by the board of directors in their meeting held on March 7, 2024,
with none of the seven attending directors expressing dissenting opinions, and the remainder
all affirming the content of this statement.

Chairman Cheng, Chi-Chen
President Chien, I-Kuang
President Yang, Kun-Cheng
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9.2 The Company was not required to commission an independent auditor to audit its internal control

system.

10.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.

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

11.1 Major resolutions of 2023 shareholders’ meeting and the implementation situation :

Obtained the approval letter fo
change: 2024.03.07.

Date Resolutions of shareholders' meeting Implementation situation
Ratification Items
(1) 2022 business report and annual financial statements. (1) Approved.
(2) 2022 deficit compensation statement (2)Approved.
Election Item
By-election of one seat in the 11th session of independent Hsu, Johntie was elected as an independent
2023.06.16 | .
directors of the Company director.
Discussion Items
To discuss the private placement by installments. Approved.

T registration

11.2 Major Resolutions of Board Meetings:

Date Summary of major resolutions Resolution
results
1. 2022 annual financial statements and business report.
2. 2022 deficit compensation statement and cash dividend distribution.
3. 2023 business plan and budget
4. 2022 Statement of Internal Control System.
5. To appoint the external auditors and evaluate their independence for 2023.
6. To void the resolution of private placement at shareholder meeting on June 17, 2022.
7. To discuss the private placement by installments. Approved by
2023.03.24 |8. The wages of managerial officers under the Article 38 of the Labor Standards Act. all attending
9. Election one independent director of the 11th term board of directors.. directors
10.To approve the nominated candidate for independent director of the 11th term board of]
directors.
11.To propose the removal of non-competition restrictions on directors and their
representatives  in general shareholders’ meeting.
12.Matters of convening 2022 shareholders’ meeting.
13.Greenhouse gases inventory and verification schedules of the subsidiaries.
1. Partial amendment to the internal control system.
. Approved by
112.05.05 |- 2023 first quarter financial statements. all attending
3. To approve the record date of the 2nd quarter capital increase from the exercise of|directors
employee stock warrants and register of the change in capital.
. . . . Approved by
112.05.25 |1- Partial amendment to the rules governing the 7th issuance and exercise of employee stock], | attending
warrants. directors
1. Partial amendment to the internal control system Approved by
112.08.04 | ' all attending
2. 2023 second quarter financial statements directors
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112.11.03

1. To approve the record date of the fourth quarter capital increase from the exercise of]
employee stock warrants and register of the change in capital.

. 2023 third quarter financial statements.

. 2024 annual audit plans of the company and subsidiaries.

. The employee list and share quantities for the fifth treasury stock transfer.

. The wages of managerial officers under the Article 38 of the Labor Standards Act.

Approved by
all attending
directors

112.12.08

. Partial amendment to the internal control system.
. Resignation of the General Manager.

. Appointment of the General Manager.

. Significant Executive Personnel Change.
. Managerial officer's Retirement Benefits Disbursement.

Approved by
all attending
directors

0 I AN N WO~ WN~WLbA WD

113.03.07

. 2023 annual financial statements and business report.
. 2023 deficit compensation statement and cash dividend distribution.
. 2024 business plan and budget
. 2023 Statement of Internal Control System.
. To appoint the external auditors and evaluate their independence for 2024.
. To void the resolution of private placement at shareholder meeting on June 16, 2023.
. To discuss the private placement by installments.
. Partial amendment to the internal control system.
9. The wages of the subsidiary’s managerial officers.
10.The wages of managerial officers under the Article 38 of the Labor Standards Act.
11.Election 8 directors (including 4 independent directors) of the 12th term board of directors.
12.To approve and review the nominated candidates for directors and independent directors of]
the 12th term board of directors.
13.Matters of convening 2024 shareholders’ meeting.

Approved by
all attending
directors

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

13.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:

Summary table of discharge of relevant personnel of the company

2024.04.30
Job title Name Appointed date | Discharge date Reason for dismissal
In line with corporate governance, the
responsibilities of the chairman and
President Cheng, Chi-Chen 1992.03.01 2023.12.08 president are clearly divided, The
chairman no longer serves as general
manager.
R&D Officer Chien, [-Kuang 2013.08.20 2023.12.08
Promoted to president
Sales Officer Chien, I-Kuang 2020.05.07 2023.12.08

V. Information on CPA (External Auditor) Professional Fees :

1.Information on CPA (External Auditor) Professional Fees

Unit: NT$ Thousands

Name of Names of | Period covered by . Non-audit
accounting firm CPAs the CPA audit Audit fees fees Total Remarks
Chou, Non-audit fee were mainly related to
. . 2023.1.1~2023.12.31 . . .
Pricewaterhouse | Hsiao-Tzu ) 535 690 3225 the tax compliance service , English
Coopers, Taiwan Lin, ’ > translation of financial reports and
Se-Kai 2023.1.1~2023.12.31 others °
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2. Replaced the audit firm and the audit fee paid to the new audit firm was less than the payment of
previous year, the amount so reduced of the audit fee, percentage and causes of reduction should be

disclosed: Not applicable.

3. Audit fee reduced not less than 10% compared to previous year : Not applicable.

VI. Information on Replacement of CPAs :

Not applicable.

VII. 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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VIII. Share transfer or share pledge of Directors, Officers and major shareholders
holding more than 10% shares from last year to the date of the annual report

printed.
1.Changes in Shareholding of Directors, Managerial Officers, and Major Shareholders :
Fiscal year As of April 30, 2024
. . . . Pledged
Job title (Note 1) Name Shareholding Pledged shareholding Shareholding .
) . . shareholding
increase increase increase increase
(or decrease) (or decrease) (or decrease) (or decrease)
Chairman / President Cheng, 95,000
(2023.12.08 discharged) Chi-Chen (Note 2) 0 (63,000) 0
) Director / ) Chien, 5,000
President (2023.12.08 appointed) / (Note 2) 0 (64,000) 0
Chief Operating Officer I-Kuang
Director /
Pr851denfr (2Q23.12.08 appointed) / Yang, 3,000
Chief Financial Officer/ (Note 2) 0 0 0
Corporate Governance officer Kun-Cheng
(2023.03.24 appointed e
Hung-Wei Venture
Capital Co., Ltd. 0 0 0 0
Director Representative:
Hung-Wei Venture 0 0 0 0
Capital Co., Ltd.
‘Wang,
Independent A g 0 0 0 0
Director Jhing-Fa
Li
Independent ‘ 1u, 0 0 0 0
Director Li-Kuo
lnde?pendent Shieh, 0 0 0 0
Director Shun-Pin
Hsu,
Independent SU‘ 0 0 0 0
Director Johntie
Vice President / Ho, 0 0 0 0
R&D Officer (2023.12.08 appointed) Yi-Chen
Vice President / Lee, 0 0 0 0
Sales Officer (2023.12.08 appointed) Chien-Jung
Fan,
Controller Yung-Shien 0 0 0 0

Note 1 : No major shareholder holding more than 10% shares.
Note 2 : Including treasury stocks transfer to officers.

2. Information on stock transfer or Information on pledge of shares to related parties: None.
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IX. Relationships among the Top 10 Shareholders :

Relationships among the Top 10 Shareholders

April 23,2024
Specify the name of the entity or
Total person and their relationship to any of
. Shareholding of spouse shareholding by the other top 10 shareholders with
Shareholding . . . . .
and minor children nominee which the person is a related party or
Name arrangements has a relationship of spouse or relative | ~ Remarks
within the 2nd degree
N f entit;
Shares % Shares % Shares % Oe;rrilz d(i)vie dnualxly Relationship
Cheng, Chi-Chen | 5,200,783 6.61 519,654 0.66 0 Tsai, Spouse -
Feng-Hsia
Parent company
. Realtek .
Hung-Wei Venture | -5 574 75 2.89 0 0 0 Semiconductor | (Of Hung-Wei -
Capital Co., Ltd. Cor Venture Capital
P Co., Ltd.

Representative:

Yen, Po-Len 0 0 0 0 0 - - B

Chien, I-Kuang 1,673,709 2.13 0 0 0 - - -

Subsidiary of
Realtek Hung-Wei Venture Realtek
Semiconductor Corp. 1,278,501 1.63 0 0 0 Capital Co., Ltd. | Semiconductor .
Corp.

Representative:

Chiu, Sun-Chien 0 0 0 0 0 B B )
Lin, Pei-Lin 737,952 0.94 10,000 0.01 0 - - -
Liu, Yan-Shi 609,000 0.77 0 0 0 - - -

Macquarie Group | 60 009 | .77 0 0 0 - - -

Limited

Tsai, Feng-Hsia 519,654 0.66 5,200,783 6.61 0 Cheng, Chi-Chen Spouse -

Wu, Sheng-Cong 306,000 0.39 0 0 0

Yang, Kun-Cheng 304,000 0.39 0 0 0 -

-55-




X. The consolidated shareholdings and percentage of investments held by the Company,
Directors, Officers, and the companies controlled directly or indirectly by the Company

Total Ownership of Shares in Investee Enterprises

April 30,2024 / Unit: Shares; %

Investment by the
Directors, Managerial
Inveétnrllel:n;fy the Officers and Directly or Total investment
) omparny Indirectly Controlled
Investee enterprise (Note 1) Entities of the Company
Shares Shareh9ld1ng Shares SharehQIdlng Shares Sharehf)ldmg
ratio ratio ratio
C-Media Investments Ltd. 5,300,000 | 100.00% 0 0% 5,300,000 | 100.00%
C-Media Cultural Creative Technology Inc. | 7,500,000 100.00% 0 0% 7,500,000 100.00%

Note 1: This refers to investee enterprises in which the Company makes long-term investment calculated according to the equity method.
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Four. Capital Raising

I. Capital and Shares

1. Sources of Capital

1.1 Type of stock
April 23, 2024/ Unit: Shares

Authorized Capital
Type of
. . Remarks
stock | Outstanding shares (Notel) | Unissued shares Total
The authorized capital retains 20,000,000 shares
Common 78.645.371 121.354.629 200.000.000 Fre reserved for the share subscription through
stock T T T stock options, preferred shares with stock options,
or corporate bonds with stock options.

Note 1 : The outstanding shares include 1,063,000 treasury stocks and 6,000 shares of employee stock options that have been exercised
but not yet registered.

1.2 Source of Capital

Authorized capital Paid-in capital Remarks
Month/year Issued Shares Amount Shares Amount Capital paid in
price | (thousand (NTS (thousand (NTS$ Sources of |pyassets other | Other
shares) thousands) shares) thousands) capital than cash
Capital
5/2023 10 200,000 | 2,000,000 78,642 786,416 increase of None Note 1
employee
stock warrants
Capital
11/2023 10 200,000 2,000,000 78,645 786,454 increase of None Note 2
employee
stock warrants

Note 1 : The capitalization was approved by Ministry of Economic Affairs on May 25, 2023 with an approval letter of No.11230084410.
Note 2 : The capitalization was approved by Ministry of Economic Affairs on November 24, 2023 with an approval letter of No.11230215380.

1.3 Information Relating to the Shelf Registration System : None.

-57-



2. Shareholder Composition

April 23,2024

Shareholder . 1 ter legal o
om-position Govemment .Flr}anc_la Ot er lega Individuals F oreign 1n'st1tL.1t1'ons and Total
. agencies institutions entities foreign individuals
Quantity
No. of shareholders 0 9 248 55244 33 55,554
No. of shares held 0 259,703 4,323,441 72,368,138 1,694,089 78,645,371
Shareholding ratio 0% 0.33% 5.50% 92.02% 2.15% 100.00%
3.Distribution of Shareholding
April 23, 2024
Range of no. of shares held No. of shareholders Shareholding (shares) Shareholding (%)
1 to 999 37,975 577,878 0.74%
1,000 to 5,000 15,173 28,632,515 36.41%
5,001 to 10,000 1,433 11,162,498 14.19%
10,001 to 15,000 382 4,866,537 6.19%
15,001 to 20,000 225 4,162,415 5.29%
20,001 to 30,000 164 4,029,791 5.12%
30,001 to 40,000 72 2,571,563 3.27%
40,001 to 50,000 34 1,572,343 2.00%
50,001 to 100,000 66 4,611,401 5.86%
100,001 to 200,000 17 2,225,956 2.83%
200,001 to 400,000 5 1,336,000 1.70%
400,001 to 600,000 1 519,654 0.66%
600,001 to 800,000 3 1,948,952 2.48%
800,001 to 1,000,000 0 0 0.00%
Add additional ranges above 1,000,001
if necessary, based on actual 4 10,427,868 13.26%
circumstances
Total 55,554 78,645,371 100.00%
4. List of Major Shareholders
April 23,2024
Shares
1 1 ()
Names of major shareholders Shareholding (shares) Shareholding (%)
Cheng, Chi-Chen 5,200,783 6.61
Hung-Wei Venture Capital Co., Ltd. 2,274,875 2.89
Chien, I-Kuang 1,673,709 2.13
Realtek Semiconductor Corp. 1,278,501 1.63
Lin, Pei-Lin 737,952 0.94
Liu, Yan-Shi 609,000 0.77
Macquarie Group Limited 602,000 0.77
Tsai, Feng-Hsia 519,654 0.66
Wu, Sheng-Cong 306,000 0.39
Yang, Kun-Cheng 304,000 0.39
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5. Market Price, Net Worth, Earnings, and Dividends Per Share

Unit: New Taiwan dollar; share

Fiscal year 2022 2023 As of March 31,
Item ( Distributed in 2023 ) | ( Distributed in 2024 ) 2024
Highest 99.50 63.90 73.40
Marketprice per Lowest 38.35 34.55 57.10
share
Average 57.69 54.65 67.43
Before distribution 21.69 20.52 20.31
Net worth per share
After distribution 21.44 (Note 4)
Weighted average shares 77,557,594 77,755,099 78,645,371

Earnings per share | g, oinos per | Before distribution (1.63) (1.34) 0.03

share After distribution (1.63) (Note 4)

Cash dividends 0.25 0.25 (Note 4)
Note 4
Dividends per share | Stock — (Note 4) - 0 0
(Note 4) dividends| Dividends from capital 0 0 /
reserve
Accumulated undistributed 0 0
dividends
Price/earnings ratio (Note 1) (35.39) (40.78)
. Return on . Price/dividend ratio (Note 2) 230.76 218.60
investment analysis
Cash dividend yield (Note 3) 0.43% 0.46% /

Note 1: Price/earnings ratio = average closing price per share for the year / earnings per share.

Note 2: Price / dividend ratio = average closing price per share for the year / cash dividends per share.

Note 3: Cash dividend yield = cash dividend per share / average closing price per share for the year.

Note 4: The cash dividend for 2022 is based on the resolution of the Shareholders” Meeting in 2023; the cash dividend for 2023 is still pending on the
final resolution of the Shareholders” Meeting in 2024.
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6. Dividend Policy and Status of Execution
6.1 Dividend Policy under the Articles of incorporation

If the Company has any profit in the year (the so-called profit refers to the profit before tax minus
the profit before distribution of employees’ remuneration and directors’ remuneration), if there is
still a balance after deducting the accumulated loss, the employees’ remuneration of no less than
1% and the directors’ remuneration of no more than 1% shall be appropriated.

The aforementioned employees’ remuneration can be paid in the form of stock or cash, and may be
paid to employees of subordinate companies who meet certain criteria. The said criteria shall be
set by the board meeting. The remuneration of the directors referred to in the preceding paragraph
may only be paid in cash.

The preceding two paragraphs shall be resolved by the board meeting and reported to the
shareholders' meeting.

If there is net profit after tax for the current period in the Company's annual final accounts, the
accumulated loss shall be made up first, and then 10% shall be set aside as the statutory reserve
according to law; however, this restriction shall not apply when the accumulated statutory reserve
has reached the total paid-in capital of the Company. A special reserve shall then be allocated or
reversed in accordance with laws and regulations or requirements of the competent authority. For
the remaining surplus, together with the undistributed surplus at the beginning of the period, the
board of directors shall prepare a proposal for surplus distribution. If the distribution is to be made
via issuing new shares, the proposal shall be submitted to the shareholders' meeting for resolution
before the distribution.

In accordance with paragraph 5 of Article 240 of the Company Act, the Company authorizes the
board meeting to distribute all or part of the dividends and bonuses or the statutory reserve and
capital reserve as prescribed in paragraph 1 of Article 241 of the Company Act in cash, with the
presence of more than two-thirds of the directors and a resolution of more than half of the directors
present, and the resolution shall be reported to the shareholders' meeting.

The dividend policy of the Company is to allocate no less than 1% of the distributable surplus as
dividends to shareholders each year in accordance with the Company’s current and future
development plans, while considering the investment environment, capital demand, domestic and
foreign competition, and taking into account the interests of shareholders. However, when the
cumulative distributable surplus is less than 10% of the paid-in capital, the dividend may not be
distributed. Dividends and bonuses may be distributed to shareholders in cash or stock. If cash
dividends and stock dividends are distributed at the same time, the proportion of cash dividends
shall be 10% to 90%, and the rest shall be distributed as stock dividends

6.2 Implementation Status:
On March 7, 2024, the Board of Directors resolved to distribute cash dividends of NT$0.25 per
share, which will be processed in accordance with the relevant regulations after the resolution of
the Annual Meeting of Shareholders on June 21, 2024.

7. Impact to business performance and EPS resulting from stock dividend distribution:

Not Applicable.

8. Employees’ Compensation and Remuneration to Directors
8.1 Employees’ Compensation and Remuneration to Directors as Stated in the Articles of
incorporation:

If the Company has any profit in the year (the so-called profit refers to the profit before tax minus
the profit before distribution of employees’ remuneration and directors’ remuneration), if there is
still a balance after deducting the accumulated loss, the employees’ remuneration of no less than
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1% and the directors’ remuneration of no more than 1% shall be appropriated.

The aforementioned employees’ remuneration can be paid in the form of stock or cash, and may be
paid to employees of subordinate companies who meet certain criteria. The said criteria shall be
set by the board meeting. The remuneration of the directors referred to in the preceding paragraph
may only be paid in cash.

The preceding two paragraphs shall be resolved by the board meeting and reported to the
shareholders' meeting.

8.2 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 Association. If the accrued amounts differ from the
actual amounts, the Company will recognize the change as an adjustment to income of next year.

8.3 Accounting for Employee Compensation and Remuneration to Directors
(1)The amount of employees' compensation and directors' remuneration distributed by cash or

stock : None
(2)The ratio of employees’ stock compensation divided by the total of income after tax and
employees’ compensation: None.

8.4 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.
There is no difference between the actual distribution and the recognized employee’s

compensation and directors’ remuneration.

9.Status of Treasury Stocks: None.

II. Issuance of Corporate Bonds
None.

II1. Preferred Shares

None.

IV. Global Depositary Receipts (GDR)

None.
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V.Status of Employee Stock Warrants ~ Status of Employee Restricted Stocks

1. Employee Share Subscription Warrants

April 30, 2024

Type of employee share subscription warrants

The 6th of employee share
subscription warrants

The 7th of employee share
subscription warrants (Note 3)

. . . . 2017.07.25 2022.06.14
Effective registration date and total number of units 1.472.000 1,000,000
Issue (handling) date 2017.12.26 (Note 3)-
Number of units issued 1,472,000 0
Number of units still available for issuance 0 1,000,000
Ratio of the number of issued subscribable shares to o o
the total number of issued shares (Note 2) 1.87% 1.27%
Duration 2017.12.26~2023.12.25 (Note 3)

Exercise method

Issuance of new shares.

Vesting period and percentage (%)

Two years after the employee stock option was issued, 50% of the option

can be traded.

Three years after the employee stock option was issued, 75% of the

option can be traded.

Four years after the employee stock option was issued, 100% of the

option can be traded.

total number of issued shares (%)(Note 2)

Number of shares subscribed through exercise 1,132,000 (Note 3)
of the warrants

Amount of the shares subscribed through exercise 25,907,425 (Note 3)
of the warrants (NTS$)

Number of unexercised shares 0 (Note 3)
Subscription price per share of the 2.4 (Note 3)
unexercised shares (Note 1) '

Ratio of the number of unexercised shares to the 0% (Note 3)

The effect on shareholders’ equity

The stock options are exercisable in proportions after 2 years, and the
possible dilution ratio to the original shareholders' shares is gradually
diluted, so the dilution effect is still limited.

Note 1: It is the subscription price upon calculation and adjustment in accordance with the issuance regulations.
Note 2: The ratios of the number of shares subscribed and the number of shares outstanding to the total number of shares issued
was calculated based on the total number of 78,645,371shares issued as of April 30, 2024.
Note 3: The 6th of employee share certificate has expired, and the 7th of employee share subscription warrants has not been
issued as of the date of the annual report printed.
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2. Names and Acquisition and Subscription Status of Managerial Officers Who Have Acquired Employee
Share Subscription Warrants and the Top Ten Employees (Ranked by the Number of Subscribable

Shares) Who Have Acquired Share Subscription Warrants.
April 30, 2024

Ra:}l:; of Exercised Unexercised
number of - - - - =
Number shares Number Exercise Total Ratio of | Number |Exercise Total Ratio of
of shares | subsc ri b - [of shares price exercise the of shares |price lexercise the
subscrib-|able from price number price number of
able from the of unexercise
exercise [exercise of] exercise d shares to
of warrants d shares the total
Job title Name | warrants |granted to to the number of
(Note 1) granted | the total total issued
number of number shares
issued f)f
shares issued
shares
Senior Sales Lin,
Manager Kah-Soon
Senior Sales Wang,
Manager Shan-Yueh
Wang,
Chief Engineer Ta-Chun
(Resigned) 302,000 229 | 6,915,800 | 0.38% 0 22.9 0 0%
Senior Engineer Ou,
s Kuen-Ying
. . Li,
Senior Engineer Jing-Ling
o Lin,
3 Manager Chin-Wei
5 327,000 | 0.42%
a Chang,
g Manager Li-Hsin
Lan,
Manager Po-Shu
(Resigned)
Wan,
Manager Chi-Wei
25,000 22.4 560,000 0.03% 0 22.4 0 0%
Manager Liao,
& Wei-Chun
Lin,
Manager Chun-Chu
Assistant Manager Li,
s Chi-Hang

Note 1: No managerial officer acquired the share subscription warrants.

3.New Restricted Employee Shares : None.
4 Names and Acquisition Status of Managerial Officers Who Have Acquired New Restricted

Employee Shares and the Top Ten Employees (Ranked by the Number of Restricted Shares Acquired)
Who Have Acquired New Restricted Employee Shares : None.

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

VII. Status of Implementation of Fund Utilization Plan: None.
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Five. Operations Overview

I.Business Overview
1. Business Scope
1.1 Main business activities
The Company researches, produces and sells various products as follows :

(1)
2
3)
“)
)
(6)
(7
®)
)
(10)
(11
(12)
(13)
(14)
(15)
(16)

CC01080 Electronics Components Manufacturing.

CEO01030 Optical Instruments Manufacturing.

CC01040 Lighting Equipment Manufacturing.

F113050 Wholesale of Computers and Clerical Machinery Equipment.

F119010 Wholesale of Electronic Materials.

F213030 Retail Sale of Computers and Clerical Machinery Equipment.

F219010 Retail Sale of Electronic Materials.

F401010 International Trade.

1301010 Information Software Services.
1501010 Product Designing.
CC01060 Wired Communication Mechanical Equipment Manufacturing.
CC01070 Wireless Communication Mechanical Equipment Manufacturing.
F113070 Wholesale of Telecommunication Apparatus.
F401021 Restrained Telecom Radio Frequency Equipments and Materials Import.
1299990 Other Industrial and Commercial Services.
7799999 All business activities that are not prohibited or restricted by law, except those that
are subject to special approval.

1.2 Percentage of Operating Revenue

Unit: NT$ thousands

Year 2022 2023
Category Amount % Amount %
Sales revenues 721,088 99.39% 415,784 99.56%
Service revenues 3,203 0.44% 1,016 0.24%
Royalty revenues 1,253 0.17% 839 0.20%
Total 725,544 100.00% 417,639 100.00%
1.3 Current Products
Category Main Products
USB2.0,DSP/Codec,BlueTooth and its related integrated circuit
IC products chips
. Licensing fees for sound effects, speech recognition assistance,
Other service revenues| . ) .
noise reduction software and software customized fees.

1.4 Products under Development

(1)USB Audio, High Quality/Low Power/High Integration IC.

(2)I2S/HDA/Sound Wire codec.
(3)Software and hardware of Audio DSP, Sound Effect and Voice.
(4)Blue Tooth Audio IC and Gaming Headset Solution.
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2. Industry Overview
2.1 Industry Status & Trends and Product Development

(DIC Industry Status

According to WSTS, Q4 2023 worldwide semiconductor revenue reached US$146.0 billion, an
increase of 8.4% from the previous quarter (23Q3) and an increase of 11.6% from the same period
in 2022 (22Q4); sales quantity reached 223.4 billion ICs, a 5.8% decrease from the previous quarter
and an 11.5% decline from the same period in 2022; ASP was US$0.653, an increase of 15.0% from
the previous quarter, and an increase of 26.1% from the same period in 2022.

Semiconductor revenue in the US reached US$38.5 billion in Q4 2023, a 8.9% growth on quarter
and up 12.5% on-year. Revenue in Japan reached US$11.4 billion, a 2.4% decrease on-quarter and
down 4.6% on-year. Revenue in Europe reached US$13.6 billion, a 5.6% drop on-quarter and up
2.1% on-year. Revenue in China reached US$45.4 billion, a 16.0% growth on-quarter and up 19.4%
on-year. Sales in Asia Pacific (excluding China) reached US$37.0 billion, an 8.9% increase
on-quarter and up 11.3% on-year.

2023 semiconductor revenue in the US totaled US$133.7 billion, a 5.3% decrease from 2022. 2023
Revenue in Japan totaled US$46.7 billion, a 3.1% decline on-year. Revenue in Europe totaled
US$56.0 billion, a 4.0% increase on-year. Revenue in China totaled US$155.1 billion, down 14.0%
on-year. Revenue in Asia Pacific totaled US$135.3 billion, a 10.1% decrease on-year. 2023
worldwide semiconductor revenue totaled US$526.8 billion, a year-to-year decrease of 8.2%.

The TSIA survey showed that Q4 2023 Taiwan IC revenue as a whole (including design,
manufacturing, packaging and testing) reached NT$1,203.3 billion (US$38.6B) (up 7.8% on-quarter
and 0.5% increase on-year), with NT$300.0B in design (US$9.6B) (up 4.2% on-quarter and 15.4%
increase on-year), NT$751.6B in manufacturing (US$24.1B) (up 11.2% on-quarter and 2.4% drop
on-year, with NT$708.9B (US$22.7B) in foundry, 12.2% rise on-quarter and down 2.0% on year,
and NT$42.7B (US$1.4B) in memory and other manufacturing, 3.0% decline on-quarter and down
8.2% on-year), NT$102.9B in packaging (US$3.3B) (0.6% drop on-quarter and down 9.7%
on-year), and NT$48.8B in testing (US$1.6B) (0.4% decline on-quarter and down 8.3% on-year).
Exchange rate NTD/USD is 31.2

23Q1 | 23Q1 23Q2 | 23Q2 23Q3 | 23Q3 23Q4 | 23Q4

NT$B BQUT 0204 | /2201 | 2 | 2301 | 2202 | BB | 2302 | 12203 | B | 12303 | oqa | 20 | P2
Industry Revenue 10, 084| ~15. 8% ~13. 0% 10,150|  0.7%| -18. 0% 11,161| 10.0% -10.2%| 12,033| 7.8% 0.5% 43,428| -10.2%
IC Design 9,400 -7.7%| -27.3%| 2,685 11.9% -22.24 2.880| 7.3u| -3.0% 3,000 4.2% 15.4% 10,965 -11.0%
IC Manufacturing 6,279| -18.4% -5.8% 6,075 -3.2%| -15.6% 6,756 11.2% -11.6%| 7.516] 11.2% -2.4%| 26,626 -8.8%

Foundry 5,873| -18.84 -1.6% 5,647 -3.8%| -13.3% 6,316 11.8% -11.4%| 7,089 12.2% -2.0%| 24,925 -7.2%
M&z}‘ﬁgﬁu‘ﬁ:’r 406 -12. 7% -41.8% 428 5.4%| -37.3%|  ad0| 2.8%| -13.7%  427] -3.04 -8.2% 1,701| -27.8%
IC Packaging 040( -17.5% —14.5%  927| -1.4% -19.4%| 1,035 11.7%| -18.5% 1,029 -0.6% -9.7% 3,931| -15.6%
IC Testing 465 -12. 6% -11.4%  463| -0.4%| -19.5%  490| 5.8% -11.7% 488 -0.4% -8.3%| 1,906| -12.8%
Product Revenue 2,806 -8.5% -20.8% 3,113 10.9% -24.7% 3,320 6.6% -4.6%| 3.427| 3.2% 11.8%| 12, 666] -13. 7%
o goenie WUSSB ] - | 5,268 | -8. 2%
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NT$B 2020 | 20/19 | 2021 | 21/20 | 2022 | 22/21 | 2023 | 23/22 |2024(e) [24(e)/23

Industry Revenue 32,222| 20.9%| 40,820 26.7%| 48,370| 18.5%| 43,428| -10.2%| 50,116] 15.4%
IC Design 8,529| 23.1%| 12,147 42.4%| 12,320] 1.4%| 10, 965| -11.0%| 12,570 14.6%
IC Manufacturing 18,203 23.7%| 22,289 22.4%| 29,203| 31.0%| 26,626/ -8.8%| 31,038 16.6%
Foundry 16,297)  2.1%| 19,410 19.1%| 26,847| 38.3%| 24,925| -7.2%| 29, 060| 16.6%
Memory & Other 1,906 19.4% 2,879| 51.0% 2,356| -18.2% 1,701| -27.8%| 1,978| 16.3%
Manufacturing

IC Packaging 3,775|  9.0% 4,354] 15.3% 4,660] 7.0% 3,931| -15.6% 4,362 11.0%
IC Testing 1,715| 11.1%| 2,030| 18.4%| 2,187| 7.7% 1,906 -12.8% 2,146| 12.6%
Product Revenue 10,435 22.4%| 15,026 44.0%| 14,676 -2.3%| 12,666| -10.2%| 14,548 14.9%
WW Revenue (US$B)

4,404 | 6.8% | 5,559 | 26.2% | 5,741 | 3.3% | 5,268 | -8.2% | 5,958 13.1%

Growth (%)

(e): Estimate ~ Source : TSIA, ISTI-ITRI (February 2024)

(2)IC Industry Trends and Product Development

Taiwan IC revenue in 2023 totaled NT$4,342.8B (US$139.2B) (10.2% decrease from 2022), with
NT$1,096.5B in design (US$35.1B) (down 11.0%), NT$2,662.6B in manufacturing (US$85.3B)
(8.8% decrease, foundry NT$2,492.5B (US$79.9B), down 7.2%, memory and other manufacturing
NT$170.1B (US$5.5B), down 27.8%), NT$393.1B in packaging (US$12.6B) (15.6% decrease), and
NT$190.6B in testing (US$6.1B) (12.8% decrease). Exchange rate NTD/USD is 31.2.

2.2 Industrial Upstream, Midstream and Downstream Relationships

The relationship among the upper, middle and lower stream of the IC industry is shown in the table below,
which can be roughly classified into IC design companies in the upper stream, IC wafer manufacturers in
the middle stream, and IC packaging and testing factories in the lower stream.

Work distribution table of the upstream, midstream and downstream of the IC industry
Structure Procedure Manufacturing process

Upstream Design Logic design, circuit design, graphic design

. ) Oxidation, standard of mask, etching, diffusion of
Midstream  |Manufacturing|  jmpurities, ion implantation, chemical vapor deposition,
metal sputtering, wafer inspection

Packagin ; ; i ; ;
Downstream gimng Cutting, placing, wire bonding, molding

Testing Testing

2.3 Various development trends of the products

[ Early stage of PC computers ]
The sound card interface is from ISA in the early stage-> PCI-> PCle Most of the current sound cards are
mainly PCIE, and the main market applications are for games and professional recording editing devices.

The sound interface on the motherboard is from PCI-> AC97-> HDA. The HDA's specification was
formulated by Intel in 2003. So far, almost all PC/NB related products have adopted the CODEC of HDA.
In the future, Intel/AMD will actively promote the new PC/NB Audio interface, Sound Wire will
likely replace the existing HDA architecture.

The storage media of digital music is from CD-ROM-> DVD-ROM-> HD DVD-> Blue Ray Disk-> Cloud.
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Because the capacity of the storage media has increased, and PC efficiency has improved, the format of
digital music has also increased from 44.1K/16bits to 384k/32bits, or even 768k/32bits or DSD format.
With the popularity of the Internet, the internet streaming music has gradually returned to 48kHz/16bits to
meet most people’s listening needs, and the optimization of bandwidth and sound quality balance.

For personal use scenarios, in order to achieve better and more lively listening effects, the number of
channels has gone from 2 channels to 5.1 channels to 7.1 channels. However, multi—channel speakers need
more space and wire engineering. Therefore, the technology of Sound Bar and virtual speakers/headphones
has been produced, and assisted by the development of virtual technology, the number of channels of the
speaker has gradually returned to 2 simple channels.

USB interfaces have always been an important role because of the development, popularity, and the needs
for convenience of PC/NB and mobile phone industries. Also, since the space of PC/NB and mobile phone
PCB restricted the sound quality, consumers wanted to seek convenient and better music listening purposes,
the USB Audio market has been gradually booming.

In addition, wireless audio interfaces have evolved over time, converging primarily toward Bluetooth
as the dominant wireless standard. This convergence is driven by advancements in technology and
battery maturity

2.4 Product competition situation

For the development of the PC sound chip market until now, it can be roughly divided into 3 architectures,
which are, PCle architecture; USB architecture; and HDA architecture. Currently, C-Media is focused on
sound solutions of PCle and USB architecture. The main sound IC interfaces of mobile phones and other
consumer products are 12S or USB. I2S is mainly connected inside the motherboard, and USB is mainly
used on peripheral products. The description of these products is as follows: A. PCI / PCle architecture
sound chip:

(1) PClIe architecture sound chip:

PCle provides a large data transmission rate (PCle X 1 is 512MB/s; PCle X 2 is 1GB/s; PCle X 4 is
2GB/s; PCle X 8 is 4GB/s; PCle x 16 is 8GB/s), which can meet the needs of middle and high-level
gaming and professional sound cards.

Multi-channel audio output and input, and 3D sound processing have become the trend and necessary
specification. C-Media's high-level PCle audio single chip cooperates with the exclusive Gaming
scenario sound field effect, Speaker Shifter, microphone Magic Voice, 3D Virtual Surround effect, and
other add-ons, and continued to enhance the C-Media brand. Plus, through considerate customer service
system and experience, C-Media has a long-term competitive advantage in the high-level PCle audio
chips market.

(2) USB architecture audio chip:

C-Media's USB Audio chips are mainly divided into entry-level USB codecs, mid-to-high-level USB
Codecs with high integration and customized high flexibility. Moreover, with the USB Audio single
chips combined with DSP, and a high sampling rate USB Controller for professional and Hi-Fi markets.
It has a series of USB Audio product lines, combining software and firmware customization and various
processing of sound effects and noise reduction. It focuses on the application of games, B2B corporate
communications and karaoke/live broadcasting to meet customers' diverse choices and professional
services.

(3) HDA audio chip
C-Media also cooperated with Intel to formulate Codec with HDA architecture in the early days.
However, because the product development was finished, and it faced strong competitive pressure in the
market during the promotion period, the company withdrew from the On Board Audio market, focusing
on the development of peripheral Audio product chips. The shortage tide in 2020 and 2021 also made
the customers understand the potential risks brought by a single supplier in the market. The demand for
alternative solutions has also gradually increased in recent years. Customers no longer only pursue
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“4)

low-cost solutions, but also take service quality and supply risks into account.

12S audio chip

The audio chip with the 12S interface is supposed to be the longest digital transmission interface of
Audio, and it is still the main audio interface of consumer electronic products. The 12S audio chip of
C-Media is mainly combined with DSP computing, and the audio and noise reduction algorithm of
C-Media itself. Different from other competitors, C-Media can provide customized space with more
flexibility, assist customers with co-development, and meet customers' special applications.

(5)Wireless Audio Chip

Wireless audio transmission has benefited from rapid advancements in semiconductor processes,
increased wireless data transmission bandwidth, and swift developments in battery technology.
C-Media has developed wireless audio chips that now meet the listening quality requirements of
most users for wireless sound. Unlike mainstream Bluetooth True Wireless Stereo (TWS)
earphones, C-Media primarily focuses on the gaming market. By combining our existing sound
processing techniques with new spatial audio technology, we offer consumers a more advanced and
immersive audio experience.

3. R&D Development
3.1. R&D Expenses :

Unit:NT$ thousands
Year Revenues R&D Expenses Ratio (%)
2023 417,639 178,631 42.77
2024
(As of March 31) 87,675 43,870 50.04

3.2.Products Successfully Developed :

ey
2
3)
“)
®)

(6)
(7
®)
)

USB audio controller

USB audio codec

C-Media Xear 3D™ / Xear Sound Technology

Virtual 5.1 Speaker Shifter, Dipole Speaker, Array Microphone, AEC, ENC

Dolby Digital Real-Time Software AC-3 Encoder / Dolby headphone / Dolby virtual 7.1 speaker /
Dolby PLIIx

DTS Interactive Encoder / DTS surround sensation

AC97 6CH Codec ~ Azalia HDA 8CH Codec Sound Effect Chip Series

C-Media Xear VoClear Environmental Noise Cancellation (ENC) Technology

C-Media Acoustic Echo cancellation (AEC) Technology

(10)C-Media Active Noise Cancellation (ANC) Technology
(11) Wireless Gaming Headset Integration with 3 party RF Chip and bundle with C-Media Authentic

Chip for Xear™ Gaming Audio Driver

(12) USB2.0 Karaoke Sound Card with Hi-Fi New Chip
(13) ARC/Tensilica DSP codec

(14) BlueTooth/Proprietary dual mode wireless audio chip
(15)Cmedia Xear 3D Panoramic Audio

4. Long-Term and Short-Term Business Development Plan
4.1 Short-Term Business Development Plan

(1

Our company primarily focuses on USB peripheral audio products in the IC business and is the
world's largest supplier of USB Audio products, and the wireless audio solution has also matured.
Our sales will be based in the Asia-Pacific region, and we will strengthen the function and
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effectiveness of our sales channels. In the US market, we will increase our visibility and breadth
through distribution channels, online marketing, and electronic trade shows. We will also partner
with well-known gaming brands to develop more audio products suitable for gaming use. In Japan,
local brands have invested in the development of gaming-related products in recent years, and
C-Media has been working in this market for a long time and has gained many opportunities for
cooperation with Japanese brands. For customers in Europe and other regions, we will continue to
monitor local market opportunities and emerging companies, and also expand our customer base
by visiting and increasing value-added distributors (VARS).

(2) The finished product business should prepare an ample inventory, diversify the range of KTV
product offerings, and consistently introduce innovative software services. This approach enables
clients to distribute their products across large-scale retail channels more extensively, thereby
enhancing visibility, sales reach, and market penetration. Additionally, it caters to various niche
markets.

4.2 Long-Term Business Development Plan
(1) The IC application product long-term plan will focus on five major products
Applications: related sound products for games,
Related sound products for B2B enterprise communication,
Related sound products for KTV live broadcasting,
Related products for PC Audio,
Wireless Audio application solutions.
Leveragmg the advantages of C-Media, it will provide integrated hardware, firmware and software
solutions. Continuously strengthening relationships with global brand manufacturers and contract
manufacturers, delivering quality user experience products to consumers.

MO0 >

(2) In the long term, the focus should be on the research and innovation of KTV and other audio
peripheral products’ software and hardware functionalities. We should deepen the integration of Al
technologies, expand the product portfolio, leverage the advantages of vertical integration in software
and hardware, continuously enhance cost-effectiveness and competitiveness, and meet a broader
range of market demands. This approach will enable customers to accumulate brand equity,
community assets, and market share, ultimately establishing a comprehensive ecosystem. After
establishing a solid market experience with Taiwanese customers, we can then turn our attention to
international markets and overseas customers.

II. Marketplace and Production Overview
1. Market Analysis

1.1 Major Product Sales Regions Unit:NT$ millions
Year 2022 2023

Area Sales Amount % Sales Amount %

Taiwan 230 31.68% 110 26.32%

China 436 60.06% 288 68.90%

Other 60 8.26% 20 4.78%

Total 726 100.00% 418 100.00%

1.2 Market Share

The Company's main product is audio chip solutions. It is the largest USB audio chip supplier, and also
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with the largest market share of gaming audio. The products are mainly applied to USB Headsets, USB
Sound Stations, USB Speakers and USB Microphones, headsets and Speaker Phones for Hi-Fi audio and
communication, and VR helmets.

The game-related industry has grown and developed greatly in recent years. The USB audio chip of
C-Media has advanced technology, excellent quality, high stability and integration, and collocated with
C-Media’s own Xear™ audio driver or DSP application, it is very suitable for the audio equipment needs
of game consoles, PC game peripherals, and mobile devices. In the related game audio market, the
Company has a very high market share and growth.

Since 2016, virtual reality (VR) products have been launched one after another. Both hardware and
software have gradually become mature in recent years. C-Media's DSP and USB-related products are
also applied to major brand customers, and maintain a fairly high market share in the market.

As wireless product specifications evolve, we anticipate that future wireless audio products will replace
certain wired or USB interface products. C-Media’s wireless audio integration solution has already been
adopted by several clients, leveraging our software technology for wireless gaming headsets

1.3 Future Market Supply and Demand and Growth Characteristics

After experiencing the IC shortage tide in 2020 and 2021, C-Media has established a revolutionary
emotion and an excellent cooperative relationship with the customers. Although in 2022, the terminal
demand has gradually become conservative, C-Media has been seen by more branded customers in the
last 2 years, and these customers recognized the quality of C-Media’s products. In the future, in addition
to continuing to expand the market share in the existing PC/NB/mobile peripherals, the Company will
also develop on the system side to provide customers with different options of solution. Although the
PC/NB system market has become saturated, it is a new market for C-Media, and there are still
considerable growth opportunities in the future. VR/AR products have not reached scale amount yet, and
there is still a big space for growth. C-Media is already in this market, and will continue to improve our
plans, widen the differences between competitors, and provide customers with fast Audio integration
plans.

Wireless audio is the trend in the future, and it will replace some wired or USB-interface products. We
plan to do more integration, providing customers with streamlined hardware designs and shortening their
development time so that their products can reach the market faster. We will start from the gaming
headsets and microphones, and expand into other application areas in the future. We look forward to
offering customers more diverse and higher-quality products and services in the future

1.4 Competitive Strengths

USB digital audio single chip is mainly applicated to earphones, speakers, microphones, PC/mobile
phone peripherals and VoIP products. C-Media USB digital audio solutions provide a series of diversified
options. In addition to hardware, C-Media's Xear™ audio technology provides customers with a complete
solution for games, communications, VR, live streaming or karaoke.

Wireless audio will be the future trend, distinct from the current mainstream Bluetooth TWS headset,
C-Media primarily focuses on the gaming market, combining existing sound processing technology with
new spatial audio techniques to offer consumers an advanced and immersive experience.

Different from other competitors, C-Media provides more than just the integration of hardware, firmware
and software. Long-term cooperation with first-line manufacturers has also accumulated professional
customized service experiences. In the long run, the technology differences have become smaller and
smaller. The ability to provide more professional and better services will be another advantage of the
future growth of C-Media.
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1.5 Future Advantageous and Disadvantageous Factors

(1)Advantageous Factors:

A. The USB interface has the longest history, and is the most mature interface in electronic products.
The iPhone will also be converted to Type C USB interface in the future. C-Media has been working
on USB Audio for many years. The quality, maturity, stability and richness of the products are
leading the industry, and can provide suitable and excellent products for customers.

B. C-Media has accumulated experience in strategic alliances and cooperation with well-known
domestic and foreign brands in audio chips, so the Company can combine channels and brands, take
advantage of the integration of upstream and downstream, and gain the market share of high-level
and high-margin products. The company's accumulated technology in software and firmware in the
long term can effectively differentiate the market and the latecomers.

C. The shortage problem in 2020 and 2021 also forces customers to look for better suppliers to meet the
demand for stable and high-quality supply.

(2)Disadvantageous Factors :

A. With the new application and growth of the audio chip market, such as the demand for Type-C Audio,
it may be attractive for new competitors to enter the market, and so market competition will be
fiercer; especially low-level products may face the pressure of price decline.

B. From portable devices to wearable devices, from the Internet of Things (IoT) to the Internet of
Everything (IoE), products change rapidly, not only in appearances, the SoC and operating system
OS also show diversification. The compatibility and integration challenges that the company has to
deal with have increased, complicating the use of resources and the vision and tolerance of product
design.

(3)Countermeasures -

A. First, for the future demand in the market and the trend of green energy, the Company would actively
develop new applications and integrate power-saving, high-efficiency and innovative products, to be
at the cutting-edge of technology; and would also invest in human resources for research and
development and innovative thinking to improve software technology barriers, and the proportion of
products with high added value.

B. Secondly, in order to cope with competition from opponents, the Company launched cost-reducing
manufacturing processes and low-level products to face the war, and strengthened the deployment of
the dealer and the ability of customer service, in order to stabilize existing customers, maintain
market advantages, and then gain new customers. Also, the Company strengthened to establish the
intellectual property, to establish bargaining chips and competition barriers, provides competitive
salary systems and welfare measures to recruit talents and maintain the productivity of human
resources. Meanwhile, the Company will evaluate new packaging and testing and wafer
manufacturers to respond to the insufficient production capacity and rising costs brought by the
prosperity of the semiconductor industry.

C. In terms of market channels and clients’ side, the Company has firmly held a leading position in
Taiwan. Although it has a good foundation in mainland China, there is still a big space for
development. For contact and interaction with European and American customers, there is an even
bigger space for development. The focus in the future is to strengthen the support and interaction
with customers in Key Accounts and mobile peripheral markets, cooperate with the increase and
adjustment of overseas dealers, and actively expand the quality and quantity of overseas market
services, which will gain market share effectively.

D. It needs more integration in product planning, and the speed of product development should be
accelerated. For the selection of emerging product applications, in addition to frequent customers
visiting to understand the market, allying with third-party partners in the industry is also a feasible
option.
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2. Main Applications for Major Products and Production Process

2.1 Main Applications

IC products categories Main Applications

USB2.0 Hi Speed/Full Speed interface audio Audio processing devices for computers, game consoles,

single chip and USB2.0 High Speed high-level
audio controller.

virtual reality devices, professional recording and
playback devices, audio processing devices of peripheral
products of mobile devices (mobile phones, tablets, etc.)

Personal computer peripherals, virtual reality devices,
mobile devices and their peripherals, smart home
appliances, smart home voice control products, Internet
of Things (IoT), online live broadcast Karaoke songs

Digital Audio Processing Chip

Audio processing devices for computers, game consoles,
BlueTooth Wireless Audio Chip virtual reality' devices,. professioFlal recqrding and'
playback devices, audio processing devices of peripheral

products of mobile devices (mobile phones, tablets, etc.)

2.2 Production Process :

Logic &
Circuit Design

Netlist
Schematic

Test Pattern T/0
Specification Logic Layout Mask Wafer 1) \om e Testi
—_ . s estin
Design ® Verification Y Design House Foundry g

D System

SPEC.IN Design w % O @

v TapeOut, Mask Wafer Chip
PCBA.

S/W H/W Database
F/W Database System

Verification
¥

3.Supply Status of Key Raw Materials

3.1 Name of main raw material: wafer
3.2 Market conditions: able to supply from inside the country, and there are already second source
suppliers that can supply goods stably, so the supply is stable and abundant.

3.3 Purchasing strategy:
(1) A stable manufacturing process and high yield rate can reduce costs effectively, so adopting
suppliers with better quality will have positive benefits for the company's products.
(2) The company and suppliers will review prices according to market supply and demand, and
review product quality and service conditions regularly, and provide technical services.
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4.Customers’ name of purchase (sales) equal to or over 10% of the total purchase (sales) in any of the last
two years.

4.1 Major suppliers in the last two years

Unit: NT$ thousands

2022 2023 2024 first Quarter r
Percentage Percentage Percentage of net )
of annual |Relationship of annual |Relationship p‘i‘]mhases;p to [Relationsh
Item Name Amount net with the Name Amount net with the Name Amount thepreceding P
. . quarter of the with the
purchases issuer purchases issuer current fiscal issuer
(%) (%) year(%)
Realtek Realtek
1 | Semiconductor | 336,474 81.79| Note 1 | Semiconductor | 42,449 44.35] Note 1
Corporation Corporation
Not applicable
2 A 45,387 11.03] None A 27,451 28.68| None
3 Others 29,533 7.18] None Others 25,812 26.97| None
Total 411,394 100.00 Total 95,712 100.00

Note 1 : The director of the Company is the subsidiary of Realtek Semiconductor Corp.
Note 2 : The purchase difference is due to lower-than-expected sales and excessive inventory levels, so there is no need for excessive production and procurement

in 2023.

4.2 Major customers in the last two years

Unit: NT$ thousands

2022 2023 2024 first Quarter r
Percentage of
Item| Name Amount |0 2nnuaIng p withthe | Name Amount annuaine withthe | Name Amount © preceding p with the
sales . sales . quarter of the .
%) issuer %) issuer current fiscal issuer
year(%)
1 F 92,640 12.77| None F 131,791 31.57] None
2 K 54,531 7.52] None K 97,865 23.43| None
3 L 149,304 20.58| None L 42,826 10.25| None
4 E 29,291 4.03| None E 38,178 9.14] None Not applicable
5 I 53,199 7.33] None I 35,952 8.61| None
6 G 259,176 35.72] None G 20,187 4.83] None
Others 87,403 12.05 None Others 50,840 12.17 None
Total 725,544 100.00 Total 417,639 100.00
Note : Due to the contractual agreement that prohibits the disclosure of customer names or the identity of individual non-related parties, a code name is used instead.

F:

~

In 2023, 1st half of the year, the inventory back to normal and healthy condition, and in the 2nd half of the year, benefiting from e-commerce activities,
sales have increased.

sales have increased.

In 2023, back to pre-pandemic condition, the main products focus on PC peripheral products.

-73-

: In 2023, the main application products have been discontinued, and some clients are still in the process of destocking.

: In 2023, The volume of PC on board transferred orders has gradually decreased, and now focusing primarily on PC peripheral products.
: In 2023, Inventory has been completely depleted for the main customer applications, the demand is gradually increasing.

: In 2023, 1st half of the year, the inventory back to normal and healthy condition, and in the 2nd half of the year, benefiting from e-commerce activities,




5. Production volume and value in the last two years

Unit : NT$ thousands

2022 2023
products Pg)acl;;(:ilgzn Production | Production Production Production Production
(Note 1) volume value capacity volume value
IC Products . -
. 14,559 131,520 15,624 143,027
(thousand pieces)
Total : 14,559 131,520 : 15,624 143,027

production capacity.

6. Sales volume and value in the last two years

Note 1 : The manufacturing of the company's products adopts outsourcing processing methods, so there is no data on

Unit:NT$ thousands
Year 2022 2023
Sales
Local Export Local Export
Main
products Volume | Amount | Volume Amount Volume | Amount | Volume Amount
IC Products 5,868]  229,316| 16,445 491,772|  2,694| 109,676| 14,107 307,963
(thousand pieces)
Total 5,868 229,316 16,445 491,772 2,694 109,676 14,107 307,963

III. Employee Statistics for the Most two Fiscal Years up to the Annual Report

Publication Date

April 30, 2024

Fiscal year 2022 2023 As of April 30,2024
Research and Development 74 91 89
Number of emplovees Administration and Sales 51 46 48
b ploy Production and Testing 6 4 4
Total 131 141 141
Average age 43.69 43.13 43.52
Average years of service 9.00 8.39 8.88
Ph.D. 2.29% 4.26% 4.26%
. C Master’s degree 35.87% 36.88% 38.30%
Ed“"a“:r‘;:;fflg‘(‘;‘;n College 59.55% 55.31% 53.89%
P ge (e Senior high school 2.29% 2.84% 3.55%
Below senior high school 0% 0.71% 0%

IV. Environmental Expenses

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.

-74-




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 :
1.1 Salary and employee welfare measures:

(1) Twice-yearly performance evaluations are used as the basis for promotion, salary increases, and
bonus incentives.

(2) Teaching and patent acquisition bonuses are provided for R&D patents.

(3) In addition to labor insurance and health insurance, there is also employee group insurance to
strengthen work and life security.

(4) The Employee Welfare Committee holds diverse activities.

(5) Education and training subsidies are provided to encourage employees to participate in professional
courses.

(6) Annual bonuses are given, and wedding, funeral, and congratulatory subsidies are provided.

(7) Recommendation bonuses are given as rewards.

(8) Employee health check-up subsidies are provided to assist employees in implementing self-health
care management.

(9) Coffee and vending machine discounts are provided.

(10) Birthday celebrations and departmental dinner subsidies are organized.

1.2. Employee Training and Development :

(1) Employees are the most valuable asset of the company. In order to help them fully utilize their
strengths, perform their jobs competently, and continuously achieve the organization's mission
objectives and create core company values, the company spent approximately NT$135,280 on
training-related expenses in 2023 and is expected to spend nearly NT$120,000 in 2024.

(2) Training and Development System
A. A New Employee Training
On the first day of new employees, they are given an introduction to the company, including
organizational structure, personnel regulations, system instruction, website navigation, important
company policy promotion, environmental and new employee introductions, to assist employees
in integrating into the company culture and job positions in the future.

B. On-the-Job Training
mPlanned Course -
IC design industry information innovation and change. Through an annual "training needs
survey," each department plans on-the-job professional training, introduces new techniques and
knowledge through external professional instructors, and enhances employees' skills in software
and application engineering fields.
mUnplanned Corse :
In addition to planned courses, employees can apply for subsidies for temporary business needs
or career development to provide opportunities for autonomous learning.

C. Professional Certification
Continuously plan and send employees to participate in related professional certification courses,
encourage employees to obtain international professional certifications, apply what they have
learned from the courses to introduce project management practices into the company's current
management policies, plans, and business development, and enhance personal international
perspectives to strengthen the company's competitiveness.
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(3) 2023 Training Course :

Unit: NT$
Course Category | Total Classes| Total Hours | Total Participants | Total Amount
R&D 2 28 2 21,000
Sales& Marketing 3 25 3 11,380
Administration 20 180 13 102,900
Total 25 233 18 135,280

(4)In order to cultivate talents for long-term development, the company will gradually plan a complete
and diversified training program to respond to global development and create a win-win situation
for labor and capital. The company has also established relevant procedures and subsidies for
training internally. After attending external training, employees will share relevant course
information at department meetings to maximize the effectiveness of the training.

1.3. 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.

1.4. Labor Agreements and Upholding Worker Rights :

(1)Our company has always valued harmonious labor-management relations and is committed to
protecting the rights and interests of employees. All regulations related to employee rights are based
on the Labor Standards Act. We regularly hold labor-management meetings in accordance with the
regulations of the labor-management meeting implementation method. Prior to each meeting, we
also collect employee feedback on various systems and work environment issues to facilitate
communication during the meeting and seek mutually beneficial solutions that both parties can
accept. Regarding new or revised labor conditions, both labor and management negotiate and reach
a mutual agreement to create a harmonious working environment and achieve a win-win situation
for labor and management.

(2)To maintain smooth communication between labor and management, in addition to
labor-management meetings, we also have various channels for complaints, such as a general
manager's mailbox and reporting channels for sexual harassment. These measures are aimed at
creating a friendly environment where employees feel that their voices are heard and responded to
in a reasonable, worry-free, and respectful manner. Our company is committed to creating a safe
and respectful work environment, where employees can work with peace of mind, fully realize their
potential, and have their rights and interests fully protected.

2. Losses suffered by the Company due to labor disputes for the Most Recent Fiscal Years up to the Annual
Report Publication Date: (including violations of labor standards found in labor inspections, which
should include the date of the penalty, penalty number, legal provisions violated, the nature of the
violation, and the content of the penalty), and disclose the estimated amounts and corresponding
measures for current and potential losses :
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No significant impact.

VI. Information Security Management :

1. Information security risk management framework, Information security policies, concrete management
programs, and investments in resources for Information security management.

In accordance with Article 9 of the "Guidelines for Establishing Internal Control Systems for Publicly
Issued Companies," our company has established operational controls for computerized information
systems to ensure that the establishment, development, and maintenance of the company's information
systems are conducted and controlled in accordance with standard operating procedures and forms.
These controls include:

(1) Operational procedures for the division of functions and responsibilities within the information
unit;

(2) Operational procedures for system development and program modification ;

(3) Control procedures for the preparation of system documents;

(4) Operational procedures for program and data access control;

(5) Operational procedures for data input and output control;

(6) Operational procedures for data processing control;

(7) Operational procedures for file and equipment security control;

(8) Operational procedures for the purchase, use, and maintenance control of hardware and system
software;

(9) Operational procedures for system recovery plan systems and testing procedures;

(10) Operational procedures for Information security inspections.

Regarding Information security, every employee’s system permissions are managed according to the
above guidelines, and relevant application and modification procedures are established to ensure the
effective management of personal permissions. Additionally, a firewall is established to control external
network policies and prevent external intrusion into internal systems. In the second half of 2023, we
have already updated the firewall to the latest hardware equipment to meet the protection needs against
future cyber security threats. All computers within the company are required to have antivirus software
installed and to update to have the latest virus programs and codes updated regularly. Furthermore,
through the use of Active Directory (AD) directory services, information policies are centrally managed.
Users are required to regularly change their passwords and adhere to password complexity principles.
Users' computer operating systems are also required to be updated regularly to respond to the latest
Information security threats. In the second half of 2023, dual-factor authentication has already been
implemented to enhance the security management of email accounts. Email content filtering and
protection systems are also established to prevent viruses from infiltrating through email. Additionally,
an event management system for system logs has been established to monitor abnormal situations that
may occur within the internal network or systems in real-time.

In terms of Information security checks, rule verification testing of the firewall is conducted every
quarter, and system recovery testing is carried out every six months. The company has a comprehensive
backup plan for important systems and files in order to minimize losses in the event of a risk occurring.
Additionally, the audit department conducts internal security audits every six months.

In addition, the Information Department has already completed six company-wide awareness courses on
information security and personal data protection policies in the second half of 2023. This initiative aims
to comprehensively strengthen the company employees' understanding and awareness of information
security and personal data protection. Periodic announcements will continue to be made to remind
employees not to open emails or click on links from unfamiliar sources, emphasizing vigilance against
issues such as online scams and ransomware. In the second half of 2023, the department has also
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conducted electronic mail social engineering drills by sending phishing emails to all colleagues,
achieving a 100% success rate in the exercise.

2. Losses suffered as a result of significant information security incidents, possible impact and response
measures for the most recent year and up to the date of the annual report. : None.

VIIL. Important Contracts

Nature of Parties Beginning and end dates Major content Restrictive clauses
contract of contract
Liability insurance for
Insurance . . oAt :
contract Fubon Insurance Co., Ltd. | 2024.03.16~2025.03.16 | Directors, Supervisors and |Obligation to inform
Managerial officers
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Six. Financial Information

I.Condensed Balance Sheet and Statement of Comprehensive income Condensed
Balance Sheet for Most Recent Five Fiscal Years

1. Condensed Consolidated Balance Sheet

Unit : NT$ thousands

Financial Information for Most Recent Five Fiscal Years (Note 1)

Fiscal year| As of March 31,
ftems 2019 2020 2021 2022 2023 2024
Current assets 570,525 783,730 1,052,269 775,432 663,760
Property, plant and equipment 260,099 258,131 258,126 255,436 260,212
Intangible assets 700 2,382 2,587 7,647 6,851
Other assets 764,683 780,149 838,007 798,046 794,848
Total assets 1,596,007 1,824,392 2,150,989| 1,836,561 1,725,671
Current Before distribution 103,173 152,745 242,834 132,425 89,881
liabilities After distribution 122,852 231,532 320,376 113,032 (Note 2)
Non-current liabilities 24,511 28,815 27,987 21,517 22218

Before distribution 127,684 181,560 270,821 153,942 112,099
Total liabilities [A fier distribution 147,363 260,347 348,363 134,549 (Note 2)
Equity attributable to owners of 1,468,323 1,642,832 1,880,168|  1,682,619]  1,613,572| Not
the parent company
Share capital 790,524 799,713 802,453 786,356 786,454| applicable
Capital surplus 451,860 464,614 474,525 451,767 486,656
Retained Before distribution 230,886 399,562 773,132 465,563 342,764
carnings After distribution 211,207 320,775 695,590 446,170 (Note 2)
Other equity interest (4,947) (1,827) (2,019) (3,025) (2,302)
Treasury shares - (19,230) (167,923) (18,042) -
Non-controlling interests - - - - -
Total equity | Before distribution 1,468,323 1,642,832 1,880,168| 1,682,619 1,613,572

After distribution 1,448,644 1,564,045 1,802,626 1,663,226 (Note 2)

Note 1 : The above financial statements have been audited by the CPAs.

Note 2 : The cash dividend to common shareholders for 2023 is NT$0.25 per share, pending resolution at the 2024 Annual

Shareholders’” Meeting.
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2. Condensed Balance Sheet —Parent Company
Unit : NT$ thousands

Fiscal year Financial Information for Most Recent Five Fiscal Years (Note 1) As of March 31,
Ttems 2019 2020 2021 2022 2023 2024
Current assets 492,770 657,410 929,979 662,928 496,001
Property, plant and equipment 260,099 258,131 258,126 255,436 260,212
Intangible assets 700 2,382 2,587 7,647 6,851
Other assets 840,846 905,735 958,755 909,392 960,096
Total assets 1,594,415 1,823,658 2,149,447 1,835,403| 1,723,160
Current Before distribution 101,581 152,011 241,292 131,267 87,370
liabilities After distribution 121,260 230,798 318,834 111,874 (Note 2)
Non-current liabilities 24511 28,815 27,987 21,517 22,218
Total Before distribution 126,092 180,826 269,279 152,784 109,588
liabilities  [Afier distribution 145,771 259,613 346,821 133,391 (Note 2)
Equity attributable to owners of 1,468,323 1,642,832 1,880,168 1,682,619 1,613,572] O
the parent company applicable
Share capital 790,524 799,713 802,453 786,356 786,454
Capital surplus 451,860 464,614 474,525 451,767 486,656
Retained Before distribution 230,886 399,562 773,132 465,563 342,764
earnings After distribution 211,207 320,775 695,590 446,170 (Note 2)
Other equity interest (4,947) (1,827) (2,019) (3,025) (2,302)
Treasury shares - (19,230) (167,923) (18,042) -
Non-controlling interests - - - - -
Total equity |Before distribution 1,468,323 1,642,832 1,880,168 1,682,619 1,613,572
After distribution 1,448 644 1,564,045 1,802,626 1,663,226 (Note 2)

Note 1 : The above financial statements have been audited by the CPAs.
Note 2 : The cash dividend to common shareholders for 2023 is NT$0.25 per share, pending resolution at the 2024 Annual
Shareholders’ Meeting.
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3. Condensed Consolidated Statement of Comprehensive income

Unit : NT$ thousands

Fiscal year

Financial Information for Most Recent Five Fiscal Years (Note 1)

As of March
fTtems 31, 2024
2019 2020 2021 2022 2023
Operating revenue 402,544 822,358 1,500,479 725,544 417,639
Gross profit from operations 214,923 421,792 769,304 138,161 187,220
Net operating income (loss) (107,685)| 121,840 436,012 (164,734)| (188,435)
Non-operating income and expenses 80,298 69,029 51,854 59,509 77,042
Profit (Loss) before income tax (27,387) 190,869 487,866| (105,225) (111,393)
Profit (Loss) for the year (47,936) 190,367 452,408| (126,662) (104,301) Not applicable.
Other comprehensive income (loss) ,net 1,602 (1,530) (243) 4,059 1,618
Total comprehensive income (loss) (46,334) 188,837 452,165 (122,603) (102,683)
Net profit (loss) attributable to owners of parent (47,936)] 190,367| 452,408| (126,662)| (104,301)
Total comprehensive income (loss) attributable to (46,334) 188,837| 452,165 (122,603) (102,683)
owners of parent
Total basic earnings (loss) per share (0.61) 2.44 5.75 (1.63) (1.34)

Note 1 : The above financial statements have been audited by the CPAs.
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4. Condensed Statement of Comprehensive income -Parent Company
Unit : NT$ thousands

Fiscal year| ginancial Information for Most Recent Five Fiscal Years (Note 1) A; ;)f%[;?h

Items
2019 2020 2021 2022 2023

Operating revenue 393,312 817,548| 1,497,480 725,506 417,639
Gross pr()ﬁt from operations 215,212 426,816 766,305 138,123 187,220
Net operating income (loss) (94,908) 133,280 442,817  (160,004) (183,540)
Non-operating income and expenses 67,521 57,589 43,564 51,439 71,594 Not
Profit (Loss) before income tax (27,387) 190,869 486,381| (108,565)|  (111,946) applicable.
Profit (Loss) for the year (47,936) 190,367 452,408 (126,662) (104,301)
Other comprehensive income (loss) ,net 1,602 (1,530) (243) 4,059 1,618
Total comprehensive income (loss) (46,334) 188,837 452,165 (122,603) (102,683)
Total basic earnings (loss) per share (0.61) 2.44 5.75 (1.63) (1.34)

Note 1 : The above financial statements have been audited by the CPAs.

5. Name of Auditors and Issued Opinions in the recent five years :

Year

Name of CPA Firm

Name of Auditors (CPA)

Auditor Opinion

2019

PricewaterhouseCoopers, Taiwan

Chou, Hsiao-Tzu & Zhi, Bing-Jun

Ungqualified Opinions

2020

PricewaterhouseCoopers, Taiwan

Chou, Hsiao-Tzu & Zhi, Bing-Jun

Unqualified Opinions

2021

PricewaterhouseCoopers, Taiwan

Chou, Hsiao-Tzu & Zhi, Bing-Jun

Unqualified Opinions

2022

PricewaterhouseCoopers, Taiwan

Chou, Hsiao-Tzu & Lin, Se-Kai

Unqualified Opinions

2023

PricewaterhouseCoopers, Taiwan

Chou, Hsiao-Tzu & Lin, Se-Kai

Unqualified Opinions
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ILFinancial Analysis for Most Recent Five Fiscal Years

1. Consolidated Financial Analysis

Fiscal year Financial Information for the Most Recent Five Years(Note 1) As of March
31,2024
Items 2018 2019 2020 2021 2023
Debt to assets ratio 8.00 9.95 12.59 8.38 6.50
Financial  [Ratio of long-term capital to
strt(lg/u)xre property, plant and equipment 573.95 647.60 739.23|  667.15|  628.64
0
Current ratio 552.98 513.10 433.33|  585.56|  738.49
Quick ratio 495.57 458.83 308.50|  459.57|  648.04
Solvency (%) |— .
Times interest earned (401.75)  3,030.67| 4,032.95| (1,095.09)| (935.08)
Accounts receivable turnover
(times) 6.46 11.42 10.32 5.05 6.79
Average collection days 57 32 35 72 54
Operating | Inventory turnover (times) 3.26 5.49 3.70 1.75 0.69
performance FAccounts payable turnover
(times) 5.12 7.05 6.45 6.18 5.93
Average days in sales 112 66 99 209 529
Property, plant and equipment 154 317 581 2.83 162 Not
turnover (times) ’ ’ ) ) ) applicable
Total asset turnover (times) 0.25 0.48 0.75 0.36 0.23
Return on total assets (%) (2.93) 11.13 22.77 (6.35) (5.85)
Return on equity (%) (3.20) 12.24 25.68 (7.11) (6.33)
Profitability Ratio of income before tax to
paid-in capital (%) (3.46) 23.98 61.07]  (13.38)| (14.16)
Net profit margin (%) (11.91) 23.15 30.15]  (17.46)|  (24.97)
Earnings per share (NT$) (0.61) 2.44 5.75 (1.63) (1.34)
Cash flow ratio (%) (28.04) 110.43 82.80 19.75 29.36
Cash flow | Cash flow adequacy ratio (%) 7.43 28.10 51.59 53.30 71.10
Cash reinvestment ratio (%) (3.14) 8.64 6.36 (3.04) 0.43
Operating leverage 0.94 1.07 1.02 0.95 0.96
Leverage  [Financial leverage 1.00 1.00 1.00 1.00 1.00

Please explain the causes of changes in the financial ratios in the most recent two fiscal years. (Analysis is not required if the increase
or decrease is less than 20%.)

1. Decrease in Debt to assets ratio, increase in Current ratio Quick ratio : Mainly due to decrease in accounts payable in 2023.

2. Increase in Accounts receivable turnover, decrease in  Average collection days : Mainly due to decrease in sales of 2023 and
accounts receivable at the end of the period.

3.Decrease in Inventory turnover, increase in Average days in sales : Mainly due to inventory impairment losses and the cost off
goods sold increase in 2022.

4. Decrease in Property, plant and equipment turnover, Total asset turnover and Net profit margin : Mainly due to decrease in sales
of 2023.

5. Increase in Cash flow ratio, Cash flow adequacy ratio and Cash reinvestment ratio : Mainly due to decrease in accounts payable
and cash dividends in 2023.

Note 1 : The above financial statements have been audited by the CPAs.
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2. Financial Analysis-Parent Company

Fiscal year Financial Information for the Most Recent Five Years(Note 1)
As of March 31,
2019 2020 2021 2022 2023 2024
Items
Debt to assets ratio 7.91 9.92 12.53 8.32 6.36
Financial ~ [Ratio of long-term capital to
structure | property, plant and equipment 573.95 647.60 739.23 667.15 628.64
(%)
Current ratio 485.10 432.48 385.42 505.02 567.70
Quick ratio 438.00]  379.95|  260.87|  377.95  474.65
Solvency (%) — .
Times interest earned (401.75)|  3,030.67| 4,020.68| (1,129.89)| (939.72)
A.ccounts receivable turnover 766 11.38 10.29 505 6.79
(times)
Average collection days 48 32 35 72 54
Operating ~ |Inventory turnover (times) 3.54 5.88 3.78 1.76 0.69
performance
Accounts payable turnover 6.17 6.95 6.45 6.18 5.93
(times)
Average days in sales 103 62 97 207 529 Not
Property, plant and equipment applicable
turnover (times) 1.51 3.16 5.80 2.83 1.62
Total asset turnover (times) 0.24 0.48 0.75 0.36 0.23
Return on total assets (%) (2.95) 11.14 22.78 (6.35) (5.86)
Return on equity (%) (3.20) 12.24 25.68 (7.11) (6.33)
Profitability Ratio of income before tax to
paid-in capital (%) (3.46) 23.98 60.89 (13.81) (14.23)
Net profit margin (%) (12.19) 23.29 30.21 (17.46)|  (24.97)
Earnings per share (NT$) (0.61) 2.44 5.75 (1.63) (1.34)
Cash flow ratio (%) (52.51) 73.64 74.19 57.33 (5.91)
Cash flow |Cash flow adequacy ratio (%) 291 13.00 30.80 46.81 52.28
Cash reinvestment ratio (%) 4.72) 535 5.13 (0.13) (1.48)
Operating leverage 0.94 1.06 1.02 0.94 0.95
Leverage  [Financial leverage 1.00 1.00 1.00 1.00 1.00
Please explain the causes of changes in the financial ratios in the most recent two fiscal years. (Analysis is not required if the increase
or decrease is less than 20%.)
1. Decrease in Debt to assets ratio, increase in Quick ratio - Mainly due to decrease in accounts payable in 2023.
2. Increase in Accounts receivable turnover, decrease in  Average collection days : Mainly due to decrease in sales of 2023 and
accounts receivable at the end of the period.
3. Decrease in Inventory turnover, increase in Average days in sales : Mainly due to inventory impairment losses and the cost of]
goods sold increase in 2022.
4. Decrease in Property, plant and equipment turnover, Total asset turnover and Net profit margin : Mainly due to decrease in sales
of 2023.

5. Decrease in Cash flow ratio and Cash reinvestment ratio : Mainly due to decrease in net cash generated from operating activities
in 2023.
Note 1 : The above financial statements have been audited by the CPAs.
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Note 2 : The following formulas for the calculation of the financial ratios shall be listed below this table in the annual report:

1.Financial structure

(1) Debt to assets ratio = total liabilities / total assets.

(2) Ratio of long-term capital to property, plant and equipment = (total equity +non-current liabilities) / net property, plant
and equipment.

2. Solvency

(1) Current ratio = current assets / current liabilities.

(2) Quick ratio = (current assets - inventory - prepaid expenses) / current liabilities.

(3) Times interest earned = earnings before tax and interest expenses / current interest expenses.

3.0perating performance

(1) Accounts receivable (including accounts receivable and notes receivable arising from business activities) turnover = net
sales / average accounts receivable balance (including accounts receivable and notes receivable arising from business
activities).

(2) Average collection days = 365 / accounts receivable turnover.

(3) Inventory turnover = cost of goods sold / average inventory.

(4) Accounts payable (including accounts payable and notes payable arising from business activities) turnover = cost of
goods sold / average accounts payable balance (including accounts payable and notes payable arising from business
activities).

(5) Average days in sales = 365 / inventory turnover.

(6) Property, plant and equipment turnover = net sales / average net property, plant and equipment.

(7) Total asset turnover = net sales / average total assets.

4. Profitability

(1) Return on total assets = (net income + interest expenses * (1 - effective tax rate)) /average total assets.

(2) Return on equity = net income after tax / average total equity.

(3) Net profit margin = net income after tax / net sales.

(4) Earnings per share = (income attributable to owners of parent - preferred stock dividends) / weighted average number of
shares outstanding. (Note 3)

5. Cash flow

(1) Cash flow ratio = net cash flows from operating activities / current liabilities.

(2) Net cash flow adequacy ratio = 5-year sum of net cash flow from operating activities / 5-year sum of (capital
expenditures + increases in inventory + cash dividends).

(3) Cash reinvestment ratio = (cash from operating activities - cash dividends) / (gross property, plant and equipment +
long-term investments + other non-current assets + working capital). (Note 4)

6. Leverage:

(1) Operating leverage = (net operating revenue — variable operating costs and expenses) /operating income

(2) Financial leverage = operating income / (operating income — interest expenses).

Note 3 : Special attention should be paid to the following when calculating earnings per share by the above equation:

1. The weighted average quantity of outstanding common shares shall be taken as the standard, not the quantity of
outstanding shares at the end of the year.

2. If there is any cash capital increase or treasury stock transaction, take the circulation periods into account when
calculating the weighted average quantity of outstanding shares.

3. If there is any capitalization of retained earnings or capital surplus, the annual and semi-annual earnings per share of past
years shall be retrospectively adjusted pro rata to the size of the capital increase, without considering the issuance period
of the capital increase.

4. If the preferred shares are non-convertible cumulative preferred shares, the dividend for the fiscal year (whether it has
been distributed or not) shall be deducted from the net income after tax or added to the net loss after tax. If the preferred
shares are non-cumulative, the dividend shall be deducted from the net income after tax if there is net income after tax and
no adjustment is required in case there is loss.

Note 4 : Special attention shall be paid to the following when making the calculations for cash flow analysis:

1. Net cash flow from operating activities refers to the net cash inflow from operating activities in the cash flow statement.

2. Capital expenditures refer to the annual cash outflow used in capital investment.

3. Increase in inventory is counted only when the balance at the end of the period is greater than the balance at the beginning
of the period. If the inventory has decreased at the end of the year, it is counted as zero.

4. Cash dividends include the cash dividends of common stock and preferred stock.

5. Gross property, plant and equipment refer to the total property, plant and equipment without deduction of accumulated
depreciation.

-85-



II1. Audit Committee’s Review Report

C-Media Electronics Inc.
Audit Committee’s Review Report

The Company's 2023 business report, financial statements (including consolidated
financial statements) and deficit compensation statement have been prepared by the
Board of Directors. The financial statements also have been audited by Chou,
Hsiao-Tzu/CPA and Lin, Se-Kai/CPA of PricewaterhouseCoopers, Taiwan. The Audit
Committee has reviewed the business report, financial statements, and deficit
compensation statement, and found no irregularities. We hereby report as above
according to Article 14-4 of the Securities and Exchange Act and Article 219 of the

Company Act.

To 2024 Annual Shareholders’ Meeting

C-Media Electronics Inc.
Chairman of the Audit Committee: Shieh, Shun-Pin

March 7, 2024
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IV. Consolidated Financial Statements

INDEPENDENT AUDITORS’ REPORT TRANSLATED FROM CHINESE

To the Board of Directors and Stockholders of C-Media Electronics Inc.

Opinion

We have audited the accompanying consolidated balance sheets of C-Media Electronics Inc. and
subsidiaries (the “Group”) as at December 31, 2023 and 2022, 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, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as at December 31, 2023 and 2022, and its consolidated
financial performance and its consolidated cash flows for the years then ended in accordance with the
Regulations Governing the Preparation of Financial Reports by Securities Issuers and 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 Financial Statement Audit and
Attestation Engagements of 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 consolidated financial statements section of our report. We are independent of the Group
in accordance with the Norm of Professional Ethics for Certified Public Accountant of the Republic of
China, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

opinion.
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Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the Group’s 2023 consolidated financial statements. These matters were addressed in the context
of our audit of the consolidated financial statements as a whole and, in forming our opinion thereon, we
do not provide a separate opinion on these matters.

Key audit matters for the Group’s 2023 consolidated financial statements of the current period are stated

as follows:

Existence and occurrence of sales revenue from significant customers

Description

Please refer to Note 4(27) for accounting policy on recognition of revenue and Note 6(17) for details of
sales revenue.

For the year ended December 31, 2023, the Group’s sales revenue amounted to NT$417,639 thousand.
The Group is mainly engaged in the design, manufacturing and sales of electronic components and
integrated circuits. The sales type includes integrated circuit sales through domestic and foreign dealers.
The existence of sales revenue from the Group’s top 10 significant customers is significant to the
consolidated financial statements and sales revenue is inherently high risk. Therefore, we determined the

existence and occurrence of sales revenue from significant customers as one of the key audit matters.

How our audit addressed the matter

We performed the following audit procedures on the existence and occurrence of sales revenue from the

top 10 significant customers:

1. Obtained an understanding and assessed internal control on sales revenue recognition, and confirmed
the top 10 significant customers internal controls were performed effectively.

2. Obtained detailed listing of sales revenue from the top 10 significant customers in the current year,
and verified relevant evidences including customer sales invoices, purchase orders and delivery

documents.
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3. Inspected contents and relevant evidences of the top 10 significant customers in relation to sales
returns and discounts occurring subsequent to the reporting period and assessed the reasonableness of

respective sales revenue recognised.

Valuation of allowance for inventory valuation losses

Description

Please refer to Note 4(14) for a description of the accounting policy on inventory valuation; please refer
to Note 5(2) for accounting estimates and assumption uncertainty in relation to inventory valuation; and
please refer to Note 6(6) for information on the allowance for inventory valuation losses.

As of December 31, 2023, the Group’s inventories and allowance for inventory valuation losses amounted
to NT $311,624 thousand and NT $243,008 thousand, respectively. The Group is mainly engaged in the
design, manufacturing and sales of electronic components and integrated circuits. The rapid changes in
the technology of the industries in which the Group is involved and the net realisable value used in the
evaluation of obsolete inventories often involve subjective judgements and therefore highly uncertain
estimates. Inventories are measured at the lower of cost and net realisable value. The impact of inventories
and its allowance for diminution in value has a significant impact on consolidated financial statements.
Therefore, we determined the loss on inventories and allowances assessment as one of the key audit

matters.

How our audit addressed the matter

We performed the following audit procedures on the valuation of allowance for inventory valuation losses:

1. Assessed the reasonableness of policies and procedures related to the provision of allowance for
inventory valuation losses based on our understanding of the Group’s operations and the
characteristics of its industry.

2. Understood the Group’s warehousing control procedures. Reviewed the annual physical inventory
count plan and observed the annual inventory count in order to assess the effectiveness of the

classification of obsolete inventory and internal control over obsolete inventory.
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3. Verified the appropriateness of the logic for evaluating the inventory aging report to confirm that the
report information is consistent with the Group’s policies.

4. Checked the appropriateness of the estimation basis adopted by the Group for the evaluation of net
realisable value, verified accuracy of inventory selling prices and net realisable value, and recalculated

and evaluated the reasonableness of allowance for inventory valuation losses.

Other matter — Parent company only financial reports
We have audited and expressed an unqualified opinion on the parent company only financial statements
of C-Media Electronics Inc. as at and for the years ended December 31, 2023 and 2022.

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.
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Auditors’ responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the Standards on Auditing of the Republic of China will always detect
a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic

decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with the Standards on Auditing of the Republic of China, we exercise

professional judgment and professional skepticism throughout the audit. We also:

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

2.0btain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates

and related disclosures made by management.
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4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditors’ report to
the related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditors’ report. However, future events or conditions may cause the Group to cease to continue as a
going concern.

5.Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

6.Obtain sufficient 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 audit. We remain solely responsible

for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal

control that we identify during our audit.

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

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

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

Chou, Hsiao-Tzu Lin, Se-Kai
For and on behalf of PricewaterhouseCoopers, Taiwan
March 7, 2024

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

As the financial statements are the responsibility of the management, PricewaterhouseCoopers cannot accept any liability for
the use of, or reliance on, the English translation or for any errors or misunderstandings that may derive from the translation.
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C-MEDIA ELECTRONICS INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars)

December 31, 2023

December 31, 2022

Assets Notes AMOUNT % AMOUNT %
Current assets

1100 Cash and cash equivalents 6(1) 431,569 25 403,278 22
1136 Current financial assets at amortised  6(4)

cost 113,100 6 113,100 6
1170 Accounts receivable, net 6(5) 32,785 2 89,424 5
1200 Other receivables 3,625 - 1,164 -
1220 Current income tax assets 6(23) 204 - 70 -
130X Inventories 6(6) 68,616 4 158,197 9
1476 Other current financial assets 1,180 - 1,550 -
1479 Other current assets, others 12,681 1 8,649 -
11XX Current Assets 663,760 38 775,432 42

Non-current assets

1510 Financial assets at fair value through  6(2)

profit or loss - non-current 30,710 2 30,710 2
1517 Non-current financial assets at fair 6(3)

value through other comprehensive

income 24,544 2 13,052 1
1535 Non-current financial assets at 6(4) and 8

amortised cost 1,000 - 1,000 -
1550 Investments accounted for under 6(7)

equity method 725,515 42 741,897 40
1600 Property, plant and equipment 6(8) 260,212 15 255,436 14
1755 Right-of-use assets 6(9) 5,828 - 4,060 -
1780 Intangible assets 6(10) 6,851 - 7,647 1
1840 Deferred income tax assets 6(23) - - - -
1900 Other non-current assets 7,251 1 7,327 -
15XX Non-current assets 1,061,911 62 1,061,129 58
1XXX Total assets 1,725,671 100 1,836,561 100

(Continued)
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C-MEDIA ELECTRONICS INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars)

December 31, 2023

December 31, 2022

Liabilities and Equity Notes AMOUNT % AMOUNT %
Current liabilities
2150 Notes payable $ 34 -3 -
2170 Accounts payable 16,771 1 6,513 -
2180 Accounts payable - related parties 7 7,831 1 46,553 3
2200 Other payables 6(11) and 7 52,701 3 48,013 3
2230 Current income tax liabilities 6(23) 6,486 - 27,202 1
2280 Current lease liabilities 6(9) 2,636 - 2,480 -
2399 Other current liabilities, others 3,372 - 1,664 -
21XX Current Liabilities 89,881 5 132,425 7
Non-current liabilities
2570 Deferred income tax liabilities 6(23) - - - -
2580 Non-current lease liabilities 6(9) 3,246 - 1,634 -
2640 Accrued pension liabilities 6(12) 18,972 1 19,853 1
2645 Guarantee deposits received - - 30 -
25XX Non-current liabilities 22,218 1 21,517 1
2XXX Total Liabilities 112,099 6 153,942 8
Equity attributable to owners of
parent
Share capital 6(14)
3110 Share capital - common stock 786,454 46 786,356 43
3140 Advance receipts for share capital - - - -
Capital surplus 6(15)
3200 Capital surplus 486,656 28 451,767 25
Retained earnings 6(16)
3310 Legal reserve 153,256 9 153,256 8
3320 Special reserve 3,025 - 2,020 -
3350 Unappropriated retained earnings 186,483 11 310,287 17
Other equity interest
3400 Other equity interest ( 2,302) - ( 3,025) -
Treasury shares 6(14)
3500  Treasury shares - - ( 18,042) ( 1)
31XX Equity attributable to owners of
the parent 1,613,572 94 1,682,619 92
3XXX Total equity 1,613,572 94 1,682,619 92
Significant contingent liabilities and 9
unrecognised contract commitments
Significant events after the balance 6(16) and 11
sheet date
3X2X Total liabilities and equity $ 1,725,671 100 $ 1,836,561 100

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

-O5-



C-MEDIA ELECTRONICS INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

YEARS ENDED DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars, except earnings per share amounts)

Year ended December 31

2023 2022
Items Notes AMOUNT % AMOUNT %
4000  Operating revenue 6(17) 417,639 100 $ 725,544 100
5000  Operating costs 6(6)(21)(22) and 7 ( 230,419) ( 55) ( 587,383) ( 81)
5950  Gross profit from operations 187,220 45 138,161 19
Operating expenses 6(21)(22) and 7
6100 Selling expenses ( 51,767) ( 12) ( 46,757) ( T)
6200 Administrative expenses ( 145,257) ( 35) ( 82,897) ( 11)
6300 Research and development expenses ( 178,631) ( 43) ( 173,241) ( 24)
6000 Total operating expenses ( 375,655) ( 90) ( 302,895) ( 42)
6900  Net operating loss ( 188,435) ( 45) ( 164,734) ( 23)
Non-operating income and expenses
7100 Interest income 6(4)(18) 5,120 1 2,110 -
7010 Other income 6(19) and 7 22,934 6 3,623 -
7020 Other gains and losses 6(2)(9)(20) ( 6,305) ( 2) 11,007 2
7050 Finance costs 6(9) ( 119) - ( 96) -
7060 Share of profit of subsidiaries, 6(7)
associates and joint ventures
accounted for using equity method 55,412 13 42,865 6
7000 Total non-operating income and
expenses 77,042 18 59,509 8
7900  Loss before income tax ( 111,393) ( 27) ( 105,225) ( 15)
7950 Income tax benefit (expense) 6(23) 7,092 2 ( 21,437) ( 3)
8200  Loss for the year ($ 104,301) ( 25) ($ 126,662) ( 18)
Other comprehensive income
Components of other comprehensive
income that will not be reclassified to
profit or loss
8311 Gains on remeasurements of defined 6(12)(23)
benefit plans $ 1,119 -9 6,331 1
8316 Unrealised losses from investments  6(3)
in equity instruments measured at
fair value through other
comprehensive income - - ( 1,597) -
8349 Income tax related to components of 6(23)
other comprehensive income that
will not be reclassified to profit or
loss ( 224) - ( 1,266) -
8310 Components of other
comprehensive income that will
not be reclassified to profit or loss 895 - 3,468 1
Components of other comprehensive
income that will be reclassified to
profit or loss
8361 Exchange differences on translation 723 - 591 -
8360 Components of other
comprehensive income that will be
reclassified to profit or loss 723 - 591 -
8300  Other comprehensive income, net $ 1,618 - $ 4,059 1
8500  Total comprehensive loss ($ 102,683) ( 25) ($ 122,603) ( 17
Loss, attributable to:
8610 Owners of parent ($ 104,301) ( 25) ($ 126,662) ( 18)
Comprehensive loss attributable to:
8710 Owners of parent ($ 102,683) ( 25) ($ 122,603) ( 17)
Basic losses per share 6(24)
9750 Total basic losses per share ($ 1.34) (§ 1.63)
9850 Total diluted losses per share (3 1.34) (§ 1.63)

The accompanying notes are an integral part of these consolidated financial statements.
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C-MEDIA ELECTRONICS INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before tax
Adjustments
Adjustments to reconcile profit (loss)
Depreciation expense
Amortisation expense
Gains on financial assets at fair value through profit or loss
Interest revenue
Dividend income
Interest expense
Share-based payments
Share of profit of associates and joint ventures accounted for
using equity method
Unrealised foreign exchange loss
Losses on disposals of investments
Gains arising from lease modifications
Changes in operating assets and liabilities
Changes in operating assets
Accounts receivable
Other receivables
Inventories
Other current assets
Other non-current assets
Changes in operating liabilities
Notes payable
Accounts payable
Accounts payable - related parties
Other payables
Other current liabilities
Net defined benefit liability
Cash inflow generated from operations
Interest received
Dividends received
Interest paid
Income taxes paid
Income taxes refunded
Net cash flows from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of financial assets at fair value through other
comprehensive income
Proceeds from disposal of investments accounted for using equity
method
Acquisition of property, plant and equipment
Acquisition of intangible assets
Increase in refundable deposits
Net cash flows from investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in guarantee deposits received
Increase in guarantee deposits received
Payments of lease liabilities
Exercise of employee share options
Cash dividends paid
Purchase of treasury shares
Treasury shares sold to employees
Net cash flows used in financing activities
Effect of exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Year ended December 31

Notes 2023 2022

($ 111,393 ) ($ 105,225 )

6(8)(9)(21) 6,618 6,025

6(10)(21) 1,788 2,848
6(2)(20) -« 3,030 )
6(4)(18) ( 5,120) ( 2,110)
6(2)(19) ( 1,322) ¢ 1,755)

6(9) 119 96

6(13)(22) 34,218 -

6(7)

( 55,412 ) ( 42,865 )

1,962 391

6(20) 5,678 15,816
6(9)(20) - 2)

56,639 107,639

( 2,375) 7,102

89,581 133,583

( 4,032 ) 2,708

1,19 3,126

84 .
10,258 101,243 )

( 38,722 ) 17,348
8,937  ( 21,852)
1,708 ( 109 )

238 181

648 18,672

6(4)(18) 5,037 2,104

6(2)(7) 34,806 34,945
6(9) ( 119) ¢ 96 )
( 14,049 ) ( 29,523 )

67 52

26,390 26,154

6(3)

( 11,492 ) ( 10,649 )

33,142 42,061
6(8)(25) ( 8,401 ) ( 865 )
6(10)(25) ( 5,241 ) ( 4,754 )
( 750 ) ( 410 )

7,258 25,383

( 30 ) B

- 15
6(9) ( 2,993 ) ( 2,700 )

6(13)(14)(15) 219 2,153
6(16) ( 19,393 ) ( 77,542 )

6(14) - 128

6(13)(14)(15) 18,080 B
( 4.117) ( 77.946 )

( 1,240 ) 201
28,291 26,208 )

6(1) 403,278 429,486

6(1) $ 431,569 $ 403,278

The accompanying notes are an integral part of these consolidated financial statements.
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C-MEDIA ELECTRONICS INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

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

1. History and Organisation

(1) C-Media Electronics Inc. (the “Company’’) was incorporated as a company limited by shares under
the provisions of the Company Law of the Republic of China (R.O.C.) on December 5, 1991. The
Company and its subsidiaries (collectively referred herein as the “Group”) is primarily engaged in
import and export of electronic components, integrated circuits, computers and its peripherals, as well
as the manufacturing of electronic components, providing information software service,
manufacturing of optical instruments and manufacturing of lighting equipment.

(2) On April 21, 2003, the Company’s stock was listed on the Taiwan Stock Exchange in accordance with
the approval from the Securities and Futures Bureau.

(3) The Company focuses on a professional business model to improve the business performance in
response to the development trend of cultural and creative industries. On May 10, 2019, the Board of
Directors resolved, and on June 21, 2019, the shareholders at their meeting approved the Company’s
reorganization. Due to the reorganization, the Company transferred the ordinary shares of HIM
International Music Inc. to C-Media Cultural Creative Technology Inc. which was 100% owned by
the Company, and the consideration for the transfer was the new shares issued by C-Media Cultural
Creative Technology Inc.

2. The Date of Authorisation for Issuance of the Financial Statements and Procedures for Authorisation

These consolidated financial statements were authorised for issuance by the Board of Directors on March
7,2024.
3. Application of New Standards, Amendments and Interpretations

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

Standards (“IFRS®”) Accounting Standards that came into effect as endorsed by the Financial

Supervisory Commission (“FSC”)

New standards, interpretations and amendments endorsed by FSC and became 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’
Amendments to IAS 12, ‘International tax reform - pillar two model May 23, 2023
rules’
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The above standards and interpretations have no significant impact to the Group’s financial condition
and financial performance based on the Group’s assessment.

(2) Effect of new issuances of or amendments to IFRS Accounting Standards that came into effect as
endorsed by the FSC but not yet adopted by the Group

New standards, interpretations and amendments endorsed by the FSC and will become effective from

2024 are as follows:
Effective date by
International Accounting

New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 16, ‘Lease liability in a sale and leaseback’ January 1, 2024
Amendments to IAS 1, ‘Classification of liabilities as current or non- January 1, 2024
current’
Amendments to IAS 1, ‘Non-current liabilities with covenants’ January 1, 2024
Amendments to IAS 7 and IFRS 7, ‘Supplier finance arrangements’ January 1, 2024

The above standards and interpretations have no significant impact to the Group’s financial condition
and financial performance based on the Group’s assessment.
(3) IFRS Accounting Standards issued by IASB but not yet endorsed by the FSC

New standards, interpretations and amendments issued by IASB but not yet included in the IFRS
Accounting Standards 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
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 21, ‘Lack of exchangeability’ January 1, 2025

The above standards and interpretations 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.

-100-



(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
Financial Reporting Standards, International Accounting Standards, IFRIC® Interpretations, and
SIC® Interpretations came into effect as endorsed by the FSC (collectively referred herein as the
“IFRSs”).

(2) Basis of preparation

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

the historical cost convention:

(a) Financial assets and financial liabilities at fair value through profit or loss.

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

(c) Defined benefit liabilities recognised based on the net amount of pension fund assets less
present value of defined benefit obligation.

B. The preparation of financial statements in 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 unrealised gains or losses on transactions between
companies within the Group are eliminated. Accounting policies of subsidiaries have been

adjusted where necessary to ensure consistency with the policies adopted by the Group.
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B. Subsidiaries included in the consolidated financial statements:

Ownership (%)
Main business December December
Name of investor Name of subsidiary activities 31,2023 31,2022 Description

C-Media Electronics C-Media Investments Holding company
Inc. Limited 100 100 -

C-Media Electronics C-Media Cultural Related hardware/software
Inc. Creative Technology Inc. development for
technology cultural,
and creative industry
and multimedia 100 100 -
entertainment,
technology research
and development and
market operation

C-Media Cultural Good Music Cultural Related hardware/software

Creative Creative Technology Inc. development for

Technology Inc. technology cultural,
and creative industry
and multimedia 100 100 -
entertainment,
technology research
and development and
market operation

C-Media Investments C-Media (Shanghai) Ltd. Sales of electronic

Limited component, speakers,
multimedia products
such as MP3 and MP4

- 100 Note

Note: C-Media (Shanghai) Ltd. had been registered for the cancel on June 25, 2023, and the
investment funds had been remitted to C-Media Investments Limited on September 25, 2023.
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 Company operates (the “functional
currency”). The consolidated financial statements are presented in New Taiwan dollars, which is the

Company’s functional currency.

-102-



A. Foreign currency transactions and balances

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

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

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

(d) All foreign exchange gains and losses are presented in the statement of comprehensive income
within ‘other gains and losses’.

B. Translation of foreign operations

The operating results and financial position of all the group entities and associates that have a

functional currency different from the presentation currency are translated into the presentation

currency as follows:

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

(b)Income and expenses for each statement of comprehensive income are translated at average
exchange rates of that period; and

(c)All resulting exchange differences are recognised in other comprehensive income.

(5) Classification of current and non-current items

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

classified as non-current assets:

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

(b) Assets held mainly for trading purposes;

(c) Assets that are expected to be realised within twelve months from the balance sheet date;

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

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

(a) Liabilities that are expected to be settled within the normal operating cycle;

(b) Liabilities 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.

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

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

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

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

D. The Group recognises the dividend income when the right to receive payment is established, future
economic benefits associated with the dividend will flow to the Group and the amount of the
dividend can be measured reliably.

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

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

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

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

(9) Financial assets at amortised cost

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

(a) The objective of the Group’s business model is achieved by collecting contractual cash flows.
(b) The assets’ contractual cash flows represent solely payments of principal and interest.

B. On a regular way purchase or sale basis, financial assets at amortised cost are recognised and
derecognised using trade date accounting.

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

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

(10) Accounts and notes receivable

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

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

(11) Impairment of financial assets

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

(12) Derecognition of financial assets

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

Group has transferred substantially all risks and rewards of ownership of the financial asset.
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C. The contractual rights to receive cash flows of the financial asset have been transferred; however,
the Group has not retained control of the financial asset.
(13) Leasing arrangements (lessor) — operating leases

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

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted-average method. The cost of finished goods and work in progress comprises raw materials,
direct labor, other direct costs and related production overheads (allocated based on normal
operating capacity), but 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.

(15) Investments accounted for using equity method-associates

A. Associates are all entities over which the Group has significant influence but not control. In
general, it is presumed that the investor has significant influence, if an investor holds, directly or
indirectly 20 percent or more of the voting power of the investee. Investments in associates are
accounted for using equity method and are initially recognised 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 recognise further losses, unless it has incurred legal or constructive obligations or made
payments on behalf of the associate.

C. 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.

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

by the Group.
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E.

When the Group disposes its investment in an associate and loses significant influence over this
associate, the amounts previously recognised 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 recognised in other comprehensive income in relation to the associate are

reclassified to profit or loss proportionately in accordance with the aforementioned approach.

(16) Property, plant and equipment

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

B.

construction period are capitalised.

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

during the financial period in which they are incurred.

. Property, plant and equipment are measured at cost model subsequently. Land is not depreciated.

Other property, plant and equipment are depreciated using the straight-line method 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 property, plant and equipment

are as follows:

Buildings and structures 50 years
Buildings and structure improvements 9 years
Machinery and equipment 3~ 7 years
Office equipment 6 years

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

A. Leases are recognised as a right-of-use asset and a corresponding lease liability at the date at

which the leased asset is available for use by the Group. For short-term leases or leases of low-
value assets, lease payments are recognised as an expense on a straight-line basis over the lease
term.
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B. Lease liabilities include the net present value of the remaining lease payments at the

commencement date, discounted using the incremental borrowing interest rate. Lease payments
are comprised of fixed payments, less any lease incentives receivable.
The Group subsequently measures the lease liability at amortised cost using the interest method
and recognises interest expense over the lease term. The lease liability is remeasured and the
amount of remeasurement is recognised as an adjustment to the right-of-use asset when there are
changes in the lease term or lease payments and such changes do not arise from contract
modifications.

C. At the commencement date, the right-of-use asset is stated at cost comprising of the amount of
the initial measurement of lease liability.

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

adjustment to the right-of-use asset.

(18) Intangible assets
Intangible assets, mainly royalty and computer software, are stated at historical cost and amortised

on a straight-line basis over their estimated useful lives of 5 ~ 10 years and 1 ~ 3 years, respectively.

(19) Impairment of non-financial assets
The Group assesses at each balance sheet date the recoverable amounts of those assets where there
is an indication that they are impaired. An impairment loss is recognised for the amount by which
the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher
of an asset’s fair value less costs to sell or value in use. 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 what the

depreciated or amortised historical cost would have been if the impairment had not been recognised.

(20) Notes and accounts payable
A. Accounts payable are liabilities for purchases of raw materials, goods or services and notes
payable are those resulting from operating and non-operating activities.
B. The short-term notes and accounts payable without bearing interest are subsequently measured
at initial invoice amount as the effect of discounting is immaterial.

(21) Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability specified in the contract

is discharged, cancelled, or expired.
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(22) Employee benefits

A. Short-term employee benefits
Short-term employee benefits are measured at the undiscounted amount of the benefits expected
to be paid and are recognised as expenses in the period in which the employees render service.
B. Pension
(a) Defined contribution plans
For the defined contribution plans, the contributions are recognised as pension expense when
they are due on an accrual basis. Prepaid contributions are recognised as an asset to the extent
of a cash refund or a reduction in the future payments.
(b)Defined benefit plans
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 in current
period or prior periods. The liability recognised 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 government bonds (at the balance sheet
date).
ii. Remeasurement arising on defined benefit plans are recognised in other comprehensive
income in the period in which they arise and are recorded as retained earnings.
iii. Past service costs are recognised immediately in profit or loss.
C. Termination benefits
Termination benefits are employee benefits provided in exchange for the termination of
employment as a result from either the Group’s decision to terminate an employee’s employment
before the normal retirement date, or an employee’s decision to accept an offer of redundancy
benefits in exchange for the termination of employment. The Group recognises expense as it can
no longer withdraw an offer of termination benefits or it recognises relating restructuring costs,
whichever is earlier. Benefits that are expected to be due more than 12 months after balance sheet
date shall be discounted to their present value.
D. Employees’ compensation and directors’ remuneration
Employees’ compensation and directors’ remuneration are recognised 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 paid by shares, the Group calculates the number of shares based on the closing

price at the previous day of the board meeting resolution.
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(23) Employee share-based payments

For the equity-settled share-based payment arrangements, the employee services received are

measured at the fair value of the equity instruments granted at the grant date and are recognised as

compensation cost over the vesting period, with a corresponding adjustment to equity. The fair value

of the equity instruments granted shall reflect the impact of market vesting conditions and non-

vesting conditions. Compensation cost is subject to adjustment based on the service conditions that

are expected to be satisfied and the estimates of the number of equity instruments that are expected

to vest under the non-market vesting conditions at each balance sheet date. Ultimately, the amount

of compensation cost recognised is based on the number of equity instruments that eventually vest.
(24) Income tax

A. The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or
loss, except to the extent that it relates to items recognised in other comprehensive income or
items recognised directly in equity, in which cases the tax is recognised 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 Group 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 recognised, using the balance sheet liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the 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 or 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 recognised 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, unrecognised and recognised deferred tax assets are reassessed.
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E.

Current income tax assets and liabilities are offset and the net amount reported in the balance
sheet when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset and settle the liability simultaneously.
Deferred tax assets and liabilities are offset on the balance sheet when the entity has the legally
enforceable right to offset current tax assets against current tax liabilities and they are levied by
the same taxation authority on either the same entity or different entities that intend to settle on

a net basis or realise the asset and settle the liability simultaneously.

(25) Share capital
A. Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new

B.

shares or share options are shown in equity as a deduction, net of tax, from the proceeds.

Where the Group repurchases the Group’s equity share capital that has been issued, the
consideration paid, including any directly attributable incremental costs (net of income taxes) is
deducted from equity attributable to the Group’s equity holders. Where such shares are
subsequently reissued, the difference between their book value and any consideration received,
net of any directly attributable incremental transaction costs and the related income tax effects,

is included in equity attributable to the Group’s equity holders.

(26) Dividends

Cash dividends are recorded as liabilities in the Group’s financial statements in the period in which

they are resolved by the Group’s Board of Directors; stock dividends are recorded as stock dividends

to be distributed and are reclassified to ordinary shares on the effective date of new shares issuance.

(27) Revenue recognition

Sales of goods

A. The Group manufactures and sells electronic related products. Sales are recognised 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 customers’ acceptance of the products. Delivery
occurs when the products have been shipped to the specific location, the risks of obsolescence
and loss have been transferred to the wholesaler, and either the wholesaler has accepted the
products in accordance with the sales contract, or the Group has objective evidence that all

criteria for acceptance have been satisfied.

. The goods are often sold with volume discounts based on aggregate sales over a 12-month period.

Revenue from these sales is recognised based on the price specified in the contract, net of the
estimated volume discounts and sales discounts and allowances. Accumulated experience is used
to estimate and provide for the volume discounts and sales discounts and allowances, using the
expected value method, and revenue is only recognised to the extent that it is highly probable
that a significant reversal will not occur. The estimation is subject to an assessment at each
reporting date. A refund liability is recognised for expected volume discounts and sales discounts
and allowances payable to customers in relation to sales made until the end of the reporting period.

The sales usually are made with a credit term of 30 to 90 days, which is consistent with market
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practice. 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. A receivable is recognised 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.

(28) Operating segments

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision-maker. General managers of the Company are 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.

(2) Critical accounting estimates and assumptions

A. 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 of December 31, 2023, the carrying amount of inventories was $68,616.
B. Calculation of net defined benefit liabilities
When calculating the present value of defined benefit obligations, the Group must apply
judgements and estimates to determine the actuarial assumptions on balance sheet date, including
discount rates and future salary growth rate. Any changes in these assumptions could
significantly impact the carrying amount of defined benefit obligations.
As of December 31, 2023, the carrying amount of net defined benefit liabilities was $18,972. As
the discount rates changes by 0.25%, the net defined benefit liabilities recognised by the Group
will decrease by $643 or increase by $658, respectively.
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6. Details of Significant Accounts
(1) Cash and cash equivalents

December 31, 2023  December 31, 2022

Cash on hand and revolving funds $ 405 § 440
Checking accounts and demand deposits 244,690 392,316
Time deposits 186,474 10,522

$ 431,569 §$ 403,278

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

Items December 31, 2023  December 31, 2022

Non-current items:
Financial assets mandatorily measured at fair
value through profit or loss

Private Fund-Fubon Digital Music $ 27,963 $ 27,963

Fund L.P.
Valuation adjustment 2,747 2,747
$ 30,710 $ 30,710

A. Amounts recognised in profit or loss in relation to the financial assets at fair value through profit
or loss are profit $1,322 and profit $4,785 for the years ended December 31, 2023 and 2022,
respectively.

B. The Group has no financial assets at fair value through profit or loss pledged to others.

C. Information relating to fair value of financial assets at fair value through profit or loss is provided
in Note 12(3).

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

Items December 31, 2023  December 31, 2022
Non-current items:
Equity instruments
Unlisted shares $ 26,141 $ 14,649
Valuation adjustment ( 1,597) ( 1,597)
$ 24,544  $ 13,052

A. The Group has elected to classify unlisted shares 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 $24,544 and $13,052 as at December 31, 2023 and 2022, respectively.

B. Amounts recognised in profit or loss and other comprehensive income in relation to the financial
assets at fair value through other comprehensive income are $0 and $1,597 for the years ended
December 31, 2023 and 2022, respectively
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C. The Group’s financial assets at fair value through other comprehensive income are not pledged to
others as collateral.

D. Information relating to fair value of financial assets at fair value through other comprehensive
income is provided in Note 12(3).

(4) Financial assets at amortised cost

Items December 31, 2023 December 31, 2022

Current

Time deposits with maturity over three months $ 113,100 § 113,100
Non-current

Pledged time deposits $ 1,000 $ 1,000
A. Amounts recognised in profit or loss in relation to financial assets at amortised cost are listed

below:

Year ended December 31
2023 2022
Interest income $ 1,747  $ 1,237

B. As at December 31, 2023 and 2022, without taking into account any collateral held or other credit
enhancements, the maximum exposure to credit risk in respect of the amount that best represents
the financial assets at amortised cost held by the Group were both $114,100.

C. Details of the Group’s financial assets at amortised cost pledged to others as collateral are provided
in Note 8.

D. 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, 2023  December 31, 2022

Accounts receivable $ 33,217  $ 89,856
Less: Loss allowance ( 432) ( 432)
$ 32,785 $ 89,424

A. The ageing analysis of accounts receivable that were past due but not impaired is as follows:

December 31, 2023  December 31, 2022
Not past due $ 33,216 $ 89,801
Up to 30 days 1 55
31 to 90 days -
91 to 180 days -
Over 180 days -

The above ageing analysis was based on past due date.
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B. As of December 31, 2023 and 2022, accounts receivable and notes receivable were all from
contracts with customers. And as of January 1, 2022, the balance of receivables from contracts
with customers amounted to $197,495.

C. As of December 31, 2023 and 2022, without taking into account any collateral held or other credit
enhancements, the maximum exposure to credit risk in respect of the amount that best represents
the Group’s accounts receivable was $32,785 and $89,424, respectively.

D. As of December 31, 2023 and 2022, the Group held promissory notes and standby letters of credit
provided by customers as collateral for accounts receivable amounting to $359,701 and $376,198,
respectively.

E. Information relating to credit risk of accounts receivable is provided in Note 12(2).

(6) Inventories
December 31, 2023
Allowance for

Cost valuation loss Book value
Raw materials $ 15,695 ($ 11,785) $ 3,910
Work in progress 124,223 ( 84,749) 39,474
Finished goods 46,583 ( 23,002) 23,581
Goods 125,123 ( 123,472) 1,651
$ 311,624 ($ 243,008) $ 68,616

December 31, 2022
Allowance for

Cost valuation loss Book value
Raw materials $ 26,785 ($ 26,785) $ -
Work in progress 138,438 ( 100,679) 37,759
Finished goods 61,320 ( 39,841) 21,479
Goods 134,468 ( 35,509) 98,959
$ 361,011 ($ 202,814) $ 158,197
The cost of inventories recognised as expense for the year:
Year ended December 31
2023 2022
Cost of goods sold $ 189,609 $ 402,608
Loss on decline in market value 40,193 184,775
Loss on scrapping inventories 617 -
$ 230,419 $ 587,383
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(7) Investments accounted for using equity method

December 31, 2023  December 31, 2022

Associates:
HIM International Music Inc. $ 725,515  $ 741,897
A. The basic information of the associates that are material to the Group is as follows:
Principal
place Shareholding ratio Nature of ~ Methods of
Company name of business December 31, 2023 December 31, 2022  relationship measurement
HIM
. Republic of .
International eput.) e 12.37% 13.04% Note Equity method
. China
Music Inc.

Note: The Group is one of the directors of the HIM International Music Inc., therefore the Group
has significant influence over the company under the assessment.
B. The summarised financial information of the associates that are material to the Group is as follows:

(a) Balance sheet

HIM International Music Inc.
December 31, 2023  December 31, 2022

Current assets $ 1,795,325  $ 1,717,465
Non-current assets 1,538,497 1,408,435
Current liabilities ( 1,347,194) ( 1,322,051)
Non-current liabilities ( 164,246) ( 154,430)
Total net assets $ 1,822,382 § 1,649,419
Share in associate's net assets $ 225346 $ 214,499
Goodwill 500,169 527,398
Carrying amount of the associate $ 725,515  $ 741,897

(b) Statement of comprehensive income

HIM International Music Inc.

2023 2022

Revenue $ 1,176,007 $ 897,366
Profit for the year from $ 437,920 $ 313,696

continuing operations
Profit (loss) from i i

discontinued operations
Other comprehensive income,

net of tax - 1,876
Total comprehensive income

for the year $ 437,920 $ 315,572
Dividends received from associates $ 33,486 $ 33,519

C. The Group’s material associates HIM International Music Inc. has quoted market prices. As of
December 31, 2023 and 2022, the fair value was $696,841 and $559,559, respectively.
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(8) Property, plant and equipment

Buildings Machinery Office
Land and structures equipment equipment Total

At January 1, 2023
Cost $ 202,582 $ 84,244 § 3,910 $ 1,011 $ 291,747
Accumulated depreciation - ( 33,722) ( 2,232) ( 357) ( 36,311)

$ 202,582 $ 50,522 § 1,678 § 654 § 255,436
2023
At January 1 $ 202,582 $ 50,522 § 1,678 § 654 % 255,436
Additions - - 8,401 - 8,401
Depreciation expense - ( 1,856) ( 1,608) ( 161) ( 3,625)
At December 31 $ 202,582 $ 48,666 $ 8,471 § 493 § 260,212
At December 31, 2023
Cost $ 202,582 $ 83,840 § 10,613 § 839 § 297,874
Accumulated depreciation - ( 35,174) ( 2,142) ( 346) ( 37,662)

$ 202,582 $ 48,666 $ 8471 $ 493 § 260,212

Buildings Machinery Office
Land and structures equipment equipment Total

At January 1, 2022
Cost $ 202,582 $ 84,768 $ 5,069 $ 959 § 293,378
Accumulated depreciation - ( 32,235) ( 2,638) ( 379) ( 35,252)

$ 202,582 $ 52,533 $ 2,431 § 580 $ 258,126
2022
At January 1 $ 202,582 $ 52,533 § 2,431 § 580 $ 258,126
Additions - - 388 248 636
Depreciation expense - ( 2,011) ( 1,141) ( 174) ( 3,326)
At December 31 $ 202,582 $ 50,522 § 1,678 § 654 § 255,436
At December 31, 2022
Cost $ 202,582 $ 84,244 $ 3910 § 1,011 $ 291,747
Accumulated depreciation - ( 33,722) ( 2,232) ( 357) ( 36,311)

$ 202,582 3 50,522 § 1,678 § 654 § 255,436

(9) Leasing arrangements — lessee

A. The Group leases various assets including business vehicles. Rental contracts are typically made
for periods of one to three years. 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.

B. Short-term leases with a lease term of 12 months or less comprise office equipment. On December
31, 2023 and 2022, payments of lease commitments for short-term leases amounted to $1,522 and

$1,523, respectively.
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C. The carrying amount of right-of-use assets and the depreciation expense are as follows:
December 31, 2023 December 31, 2022

Book value Book value
Transportation equipment (Business vehicles) $ 5,828 $ 4,060
Year ended December 31
2023 2022

Depreciation expense Depreciation expense

Transportation equipment (Business vehicles) $ 2,993 $ 2,699

D. For the years ended December 31, 2023 and 2022, the additions to right-of-use assets were $4,761
and $2,402, respectively.

E. The information on profit and loss accounts relating to lease contracts is as follows:

Year ended December 31

2023 2022
Items affecting profit or loss
Interest expense on lease liabilities $ 119 $ 96
Expense on short-term lease contracts 1,522 1,523
Gains arising from lease modifications - 2

F. For the years ended December 31, 2023 and 2022, the Group’s total cash outflow for leases were
$4,634 and $4,319, respectively.
(10) Intangible assets

2023
Royalty Software Total

At January 1, 2023
Cost $ 6,878 $ 1,517 $ 8,395
Accumulated amortisation and
impairment ( 150) ( 598) ( 748)

$ 6,728 $ 919 § 7,647
2023
At January 1 $ 6,728 $ 919 $ 7,647
Additions - acquired separately - 992 992
Amortisation expense ( 757) ( 1,031) ( 1,788)
At December 31 $ 5971 §$ 880 § 6,851
At December 31, 2023
Cost $ 6,878 $ 1,578  § 8,456
Accumulated amortisation and
impairment ( 907) ( 698) ( 1,605)

$ 5971 $ 880 $ 6,851
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2022

Royalty Software Total
At January 1, 2022
Cost $ 20,000 $ 2,978 $ 22,978
Accumulated amortisation and
impairment ( 20,000) ( 391) ( 20,391)
$ - 3 2,587 $ 2,587
2022
At January 1 $ - 8§ 2,587 $ 2,587
Additions - acquired separately 6,184 1,041 7,225
Reclassifications 683 - 683
Amortisation expense ( 139) ( 2,709) ( 2,848)
At December 31 $ 6,728 $ 919 § 7,647
At December 31, 2022
Cost $ 6,878 $ 1,517 $ 8,395
Accumulated amortisation and
impairment ( 150) ( 598) ( 748)
$ 6,728 $ 919 $§ 7,647
Details of amortisation expense on intangible assets are as follows:
Year ended December 31
2023 2022
Operating costs $ 155 $ 156
Selling expenses 184 113
Administrative expenses 121 95
Research and development expenses 1,328 2,484
$ 1,788 $ 2,848

(11) Other payables
December 31, 2023

December 31, 2022

Salaries and bonuses payable $ 35,679 $ 30,985
Others 17,022 17,028
$ 52,701 $ 48,013
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(12) Pension

A. (a) The Company has a defined benefit pension plan in accordance with the Labor Standards Act,
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 Labor Standards Act. 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
the end of 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 recognised in the balance sheet are as follows:
December 31, 2023  December 31, 2022

Present value of defined benefit obligations $ 45,939 $ 49,206
Fair value of plan assets ( 26,967) ( 29,353)
Net defined benefit liability $ 18,972 § 19,853

(c) Movements in net defined benefit liabilities are as follows:

Present value of

defined benefit Fair value of Net defined
obligations plan assets benefit liability
2023
At January 1 $ 49,206) $ 29,353 ($ 19,853)
Interest (expense) income ( 590) 352 ( 238)
( 49,796) 29,705 ( 20,091)
Remeasurements:
Return on plan assets (excluding
amounts included in interest income - 163 163
or expense)
Change in demographic assumptions - - -
Change in financial assumptions - - -
Experience adjustments 956 - 956
956 163 1,119
Paid pension 2,901 ( 2,901) -
At December 31 (3 45,939) $ 26,967 ($ 18,972)
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Present value of
defined benefit Fair value of Net defined

obligations plan assets benefit liability
2022
At January 1 S 54,876) $ 28,873 ($ 26,003)
Interest (expense) income ( 383) 202 ( 181)
( 55,259) 29,075 ( 26,184)
Remeasurements:
Return on plan assets (excluding
amounts included in interest income - 2,183 2,183
or expense)
Change in demographic assumptions - - -
Change in financial assumptions 1,617 - 1,617
Experience adjustments 2,531 - 2,531
4,148 2,183 6,331
Paid pension 1,905 ( 1,905) -
At December 31 $ 49,206) $ 29,353 ($ 19,853)

(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 securitisation
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.
If the earnings is less than aforementioned rates, government shall make payment for the
deficit after being authorised by the Regulator. The Company has no right to participate in
managing and operating that fund and hence the Company is unable to disclose the
classification of plan assets fair value in accordance with IAS 19 paragraph 142. The
composition of fair value of plan assets as of December 31, 2023 and 2022 is given in the
Annual Labor Retirement Fund Utilisation Report announced by the government.

(e) Because the Group’s labor pension reserve has reached the current labor’s future pension, the
Group received approval letters from the Department of Labor, Taipei City Government on
May 3, 2019, April 24, 2020, May 19, 2021 and May 24, 2022 and May 8, 2023 which the
latest approval letter NO.1126011075 was issued, and the contributions for labor retirement

reserves were suspended from June 2019 to May 2024.
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(f) The principal actuarial assumptions used were as follows:

Year ended December 31
2023 2022
Discount rate 1.2% 1.2%
Future salary increases 3.00% 3.00%

Assumptions regarding future mortality experience are set based on actuarial advice in
accordance with published statistics and experience in each territory.
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 0.25% Decrease 0.25% Increase 0.25% Decrease 0.25%

December 31, 2023

Effect on present value of
defined benefit obligation ($ 643) $ 658 § 532 (8 523)

December 31, 2022

Effect on present value of
defined benefit obligation ) 778) $ 798 $ 661 (8 649)

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.
The methods and types of assumptions used in preparing the sensitivity analysis did not
change compared to the previous period.

(g) Expected contributions to the defined benefit pension plans of the Group for the year ending
December 31, 2024 amount to $0.

(h) As of December 31, 2023, the weighted average duration of the retirement plan is 6 years.

Within 1 year $ 2,345
2~5 years 25,643
Over 6 years 13,208

$ 41,196

B. (a)Effective July 1, 2005, the Company and its domestic subsidiaries have 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 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. The benefits accrued are paid monthly or in lump sum upon termination of

employment. The Company's foreign subsidiaries do not have any employees.
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(b) The pension costs under defined contribution pension plans of the Group for the years ended
December 31, 2023 and 2022, were $8,210 and $7,780, respectively.
(13) Share-based payments
A. For the years ended December 31, 2023 and 2022, the Group’s share-based payment

arrangements were as follows:

Quantity granted
Type of arrangement Grant date (in shares) Contract period  Vesting conditions
Employee share options 2017.12.26 1,472,000 6 years 2~4 years’ service
Treasury shares sold to 2021.01.15 70,000 - Vested immediately
employees
Treasury shares sold to 2023.11.03 1,063,000 ; Vested immediately
employees

B. Details of the employee share options are as follows:

2023 2022
Weighted-average Weighted-average
No. of options exercise price No. of options exercise price
(in shares) (in dollars) (in shares) (in dollars)
Options outstanding at January 1 9,750 $ 22.40 104,250 § 22.90
Options exercised ( 9,750) 22.40 ( 94,500) 22.79
Options outstanding at December 31 - - 9,750 22.40
Options exercisable at December 31 - - 9,750 22.40

C. The Group passed a resolution of the Board of Directors on May 3, 2022, and approved the
issuance of employee share options certificates by the Financial Supervisory Commission on
June 14, 2022. The total amount of issuance is 1,000 thousand units, and each unit of share option
certificate can warrant 1 share. Subsequently, the Company passed a resolution of the Board of
Directors on May 25, 2023 and approved to revise the issuance plan of employee share options
on May 30, 2023 by the Financial Supervisory Commission. As of December 31, 2023, it has not
yet been issued.

D. The weighted-average share price of share options at exercise dates for the years ended
December 31, 2023 and 2022 was $47.47 and $80.01, respectively.

E. As of December 31, 2023 and 2022, the range of exercise prices of share options outstanding
was $22.40 and $22.40 (in dollars), respectively; the weighted-average remaining contractual
period was 0 years and 0.98 years, respectively.

F. The fair value of share options granted by the Group is measured using the Black-Scholes option-

pricing model. Relevant information is as follows:

Expected
Exercise price Expected Fair value
Type of Stock price  price volatility Expected dividend Risk-free per unit
arrangement Grant date  (in dollars) (in dollars) (Note) option life rate interest rate  (in dollars)
Employee share 37.73% 0.61%
options 2017.12.26 23.25 2325  ~38.34% 4~5 years - ~0.68% 7.14~7.87
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Note: Expected price volatility rate was estimated by using the share prices of the most recent
period with length of this period approximate to the length of the share options’ expected
life and taking into consideration the effect on changes in share trading prices due to annual
earnings distribution.

G. The Group set November 3, 2023 as the record date for share options. In accordance with the
Group’s Share Repurchase and Employee Incentive Plan, the shares repurchased by the Group
that were transferred to employees totaled 1,063 thousand shares, amounting to $18,135. The
average repurchased price was $17.06 per transferred price, and measured at their fair value on
the grant date.

H. Expenses incurred on share-based payment transactions are shown below:

Year ended December 31
2023 2022
Equity-settled $ 34218 $ -

(14) Share capital
A. As of December 31, 2023, the Company’s authorised capital was $2,000,000, consisting of

200,000 thousand shares of ordinary share (including 20,000 thousand shares reserved for
employee share options, preferred shares with warrants and convertible bonds with warrant), and
the paid-in capital was $786,454 with a par value of $10 (in dollars) per share. All proceeds from
shares issued have been collected.

Movements in the number of the Company’s ordinary shares outstanding are as follows:

(Expressed in thousand shares)

2023 2022
January 1 78,636 79,885
Employee share options exercised 9 252
Retirement of treasury shares - ( 1,501)
December 31 78,645 78,636

B. To fulfil the Company’s working capital or to bring in strategic investors, the stockholders at
their meeting on June 17, 2022 adopted a resolution to raise additional cash through private
placement. The maximum number of shares to be issued through the private placement shall not
exceed 20,000 thousand shares with a par value of $10 per share. Pursuant to the Securities and
Exchange Act, the ordinary shares raised through the private placement are subject to certain
transfer restrictions and cannot be listed on the stock exchange until three years after they have
been issued and have been offered publicly. Other than these restrictions, the rights and
obligations of the ordinary shares raised through the private placement are the same as other
issued ordinary shares. The Company passed a resolution of the Board of Directors to cancel the
private placement of ordinary shares on March 24, 2023, and reported to the shareholders'

meeting on June 16, 2023.
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C. To fulfil the Company’s working capital or to bring in strategic investors, the stockholders at

their meeting on June 16, 2023 adopted a resolution to raise additional cash through private
placement. The maximum number of shares to be issued through the private placement shall not
exceed 20,000 thousand shares with a par value of $10 per share. Pursuant to the Securities and
Exchange Act, the ordinary shares raised through the private placement are subject to certain
transfer restrictions and cannot be listed on the stock exchange until three years after they have
been issued and have been offered publicly. Other than these restrictions, the rights and
obligations of the ordinary shares raised through the private placement are the same as other
issued ordinary shares. The Company passed a resolution of the Board of Directors to cancel the
private placement of ordinary shares on March 7, 2024, and will report to the shareholders’
meeting.

. A total numbers of 9,750 share options were exercised at an average price of $22.40 per share in
2023, and the amount of $219 had been received, and had been registered for the change on
November 24, 2023.

. Treasury shares

(a) On October 8, 2021 and May 7, 2020, the Board of Directors resolved to repurchase shares.

The actual repurchase is as follows:
December 31, 2023

Purpose of buyback
Sold to employees

Purpose of buyback

Sold to employees
Capital reduction through
retirement

Number of shares

Number of shares

at the beginning at the end of
of the year Increase Decrease the year
(in thousand) (in thousand) (in thousand) (in thousand)
1,063 - ( 1,063)

December 31, 2022

Number of shares
at the beginning
of the year
(in thousand)

Increase
(in thousand)

Number of shares
at the end of
the year
(in thousand)

Decrease
(in thousand)

1,063 - - 1,063
1,501 - ( 1,501)
2,564 - ( 1,501) 1,063

(b) Pursuant to the R.O.C. Securities and Exchange Act, the number of shares bought back as

treasury shares should not exceed 10% of the number of the Company’s issued and

outstanding shares and the amount bought back should not exceed the sum of retained

earnings, paid-in capital in excess of par value and realised capital surplus. As of December

31, 2023, purchase of treasury shares recognised by the Company amounted to $0.

(c) For the year ended December 31, 2022, the Company sold treasury shares to employees

amounting to 1,063 thousand shares, and the effective date for the share subscription of shares
was set on November 3, 2023. Please refer to Note 6(13)G for details.
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(d) Pursuant to the R.O.C. Securities and Exchange Act, treasury shares should not be pledged as
collateral and is not entitled to dividends before it is reissued.

(e) Pursuant to the R.O.C. Securities and Exchange Act, treasury shares should be reissued to the
employees within five years from the reacquisition date and shares not reissued within the
five-year period are to be retired. Treasury shares to enhance the Company’s credit rating and
the stockholders’ equity should be retired within six months of acquisition.

(f) The Board of Directors resolved to cancel 1,501 thousand treasury shares on March 24, 2022,
and had been registered for the change on April 14, 2022.

(15) 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. However, capital surplus should not be used to cover accumulated deficit unless

the legal reserve is insufficient.

2023

Changes in equity of
associates and joint
ventures accounted Employee Expired employee

Share Treasury shares for using equity share share

premium transactions method options options Total

At January 1 $ 361,211 $ -8 1,615 $ 600 § 88,341 § 451,767

Advance receipts

for share capital

transferred into

share capital 193 - - ( 72)

Changes in equity of

associates and joint

ventures accounted

for using equity

method - - 512
Treasury shares

sold to employees - 34,256 - - 34,256

- - 512

At December 31 $ 361,404 $ 34256 $ 2,127 § 528§ 88,341 § 486,656
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2022

Changes in equity of
associates and joint
ventures accounted

Share

premium

Treasury shares for using equity

transactions method

Employee Expired employee

share share

options options

Total

At January 1 $

Advance receipts
for share capital
transferred into
share capital

Changes in equity of
associates and joint
ventures accounted

for using equity

method

Retirement of

treasury shares (

362,986 $ 19,426 $ 1,300

5,112 .

315

6,887) ( 19,426)

2472 $ 88,341

1,872)

- (

474,525

3,240

315

26,313)

At December 31 $

361,211 § - $ 1,615

600 $ 88,341

$

451,767

(16) Retained earnings

A. Under the Company’s Articles of Incorporation, the current year’s earnings (profit before tax

that excludes employees’ compensation and directors’ remuneration), if any, shall first be used
to cover accumulated deficits. The remainder, if any, shall be appropriated no less than 1% for
employees’ compensation and no higher than 1% for directors’ remuneration. Employees’
compensation can be distributed in the form of stocks or cash. Employees who are entitled to
stock bonus include employees of subsidiaries of companies which the Company holds more
than 50% of shares. In addition, directors’ remuneration will be distributed in the form of cash
only.

. The Company’s dividend policy takes into consideration the Company’s current and future
development plan, investing environment, capital needs, as well as domestic industry
competition and shareholders’ interest, at least 1% of the Company’s distributable earnings
annually shall be appropriated as dividends unless the accumulated distributable earnings is
lower than 10% of paid-in share capital. The dividends will be distributed in the form of cash or
shares, if both cash and stock dividends are paid, 10%~90% of cash dividends shall be paid, and
the remaining shall be paid in the form of stock dividends.

. 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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D. In accordance with Paragraph 5 of Article 240 of the Company Act, the Board of Directors is
authorised by the Company to resolve the distribution of dividends and bonuses or legal reserve
and capital reserve, in whole or in part, in accordance with Paragraph 1 of Article 241 of the
Company Act in the form of cash by the resolution adopted by the majority vote at its meeting
attended by two-thirds of the total number of directors, and then reported it to the shareholders.

E. 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.

F. The appropriation of 2022 deficits and the distribution of 2022 cash dividends as resolved by the
shareholders on June 16, 2023 and the distribution of 2021 earnings as resolved by the

shareholders June 17, 2022 are as follows:

Year ended December 31, 2022 Year ended December 31, 2021

Dividends per Dividends per
Amount share (in dollars) Amount share (in dollars)
Legal reserve $ - $ 45,216
Special reserve 1,005 193
Cash dividends 19,393 § 0.25 77,542 $ 1.00

The appropriation of 2022 deficits and the distribution of 2021 earnings were proposed pursuant
to a resolution passed by the Board of Directors on March 24, 2023 and March 24, 2022,
respectively. For the information relating to the distribution of earnings as approved by the
shareholders, please refer to the Market Observation Post System at the website of the Taiwan
Stock Exchange.

G. Details of the appropriation of 2023 deficits as proposed by the Board of Directors on March 7,
2024 are provided in Note 11.

(17) Operating revenue

Disaggregation of revenue from contracts with customers
The Group derives revenue from the transfer of goods at a point in time. The products sold by the

Group belong to a single product, and the revenue is subdivided in the following major geographical

regions:
2023 2022
Taiwan $ 109,676 $ 229916
Mainland China 288,133 435,693
Others 19,830 59,935
$ 417,639 $ 725,544
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(18) Interest income

2023 2022
Interest income from bank deposits $ 5,058 2,081
Other interest income 62 29
$ 5,120 2,110
(19) Other income
2023 2022
Compensation income $ 18,134 -
Dividend income 1,322 1,755
Rent income 248 360
Other income, others 3,230 1,508
$ 22,934 3,623
(20) Other gains and losses
2023 2022
Foreign exchange (losses) gains ($ 627) 24,100
Gains on financial assets at fair value
- 3,030
through profit or loss
Losses on disposals of investments ( 5,678) ( 15,816)
Gains arising from lease modifications - 2
Other losses - ( 309)
S 6,305) $ 11,007
(21) Expenses by nature
2023 2022
Employee benefit expense $ 268,852 §$ 194,478
Professional service fees 43,444 28,088
Processing fees 40,255 41,475
Commissioned research expense 12,590 31,198
Research and development materials 10,041 13,570
Depreciation expense 6,618 6,025
Royalty fees 1,894 1,401
Amortisation expense on intangible assets 1,788 2,848
Operating lease payments 1,522 1,523
$ 387,004 $ 320,606
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(22) Employee benefit expense

2023 2022
Wages and salaries $ 177,829 $ 168,183
Pension costs 37,681 7,961
Compensation cost of share-based payments 34,218 -
Labor and health insurance fees 13,873 13,437
Other personnel expenses 5,251 4,897
$ 268,852 $ 194,478

A. Under the Company’s Articles of Incorporation, the current year’s earnings (profit before tax
that excludes employees’ compensation and directors’ remuneration.), if any, shall first be used
to cover accumulated deficit. The remainder, if any, shall be appropriated no less than 1% for
employees’ compensation and no higher than 1% for directors’ remuneration.

B. Considering that the profit and loss in 2023 and 2022 are losses, the Company did not estimate
employees’ compensation and directors’ remuneration.

(23) Income tax
A. Income tax expense

(a) Components of income tax expense:

2023 2022
Current income tax:
Current income tax on profits for the year $ - S 9,852
Tax on unappropriated retained earnings 553 13,477
Prior year income tax overestimation ( 7,421) ( 626)
Total current income tax ( 6,868) 22,703
Deferred income tax:
Origination and reversal of temporary
differences ( 224) ( 1,266)
Total deferred income tax ( 224) ( 1,266)
Income tax expense ($ 7,092) $ 21,437
(b)The income tax (charge)/credit relating to components of other comprehensive income is as
follows:
2023 2022
Remeasurement of defined benefit plans $ 224§ 1,266

(c) There was no income tax charged/(credited) to equity during the period.
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B. Reconciliation between income tax expense and accounting profit

2023 2022

Tax calculated based on loss before

tax and statutory tax rate 3 22,390) 8 21,045)
Effect from items disallowed by tax regulation ( 9,914) ( 5,133)
Income exempted according to tax law 32,080 34,764
Prior year income tax overestimation ( 7,421) ( 626)
Tax on unappropriated retained earnings 553 13,477
Income tax expense (% 7,092) $ 21,437

C. Amounts of deferred income tax assets as a result of temporary differences are as follows:

2023
Recognised
in other
Recognised in  comprehensive
January 1 profit or loss income December 31
Deferred income tax assets:
-Temporary differences
Accrued pension liabilities $ - 8 224 ($ 224) $ -
2022
Recognised
in other
Recognised in  comprehensive
January 1 profit or loss income December 31
Deferred income tax assets:
-Temporary differences
Accrued pension liabilities $ - $ 1,266 ($ 1,266) $ -

D. The amounts of deductible temporary difference that are not recognised as deferred income tax
assets are as follows:
December 31, 2023  December 31, 2022
Deductible temporary differences $ 529,788 $ 369,390
E. The Company’s income tax returns through 2021 have been assessed and approved by the Tax
Authority.
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(24) Losses per share

Year ended December 31, 2023

Weighted average
number of common  Losses per
shares outstanding share
Amount after tax (in thousands) (in dollars)
Basic losses per share
Loss attributable to common shareholders ($ 104,301) 77,7155 ($ 1.34)
Diluted losses per share
Loss attributable to common shareholders ( 104,301) 77,755
Assumed conversion of all dilutive potential
common shares
Employee share options - -
Employees’ compensation - -
Loss attributable to common shareholders plus
assumed conversion of all dilutive potential
common shares 8 104,301) 77,155 ($ 1.34)

Year ended December 31, 2022

Weighted average
number of common  Losses per
shares outstanding share
Amount after tax (in thousands) (in dollars)
Basic losses per share
Loss attributable to common shareholders 8 126,662) 77,558 (8 1.63)
Diluted losses per share
Loss attributable to common shareholders ( 126,662) 77,558
Assumed conversion of all dilutive potential
common shares
Employee share options - -
Employees’ compensation - -
Loss attributable to common shareholders plus
assumed conversion of all dilutive potential
common shares 8 126,662) 77,558 ($ 1.63)

Employee share options and employees’ compensation are excluded in the calculation of earnings

per share since such shares are antidilutive in 2023 and 2022.
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(25) Supplemental cash flow information

Investing activities with partial cash payments:

2023 2022
Purchase of intangible assets $ 992 % 7,225
Purchase of property, plant and equipment 8,401 636
Add: Opening balance of payable on equipment 4,662 2,420
Less: Ending balance of payable on equipment ( 413) ( 4,662)
Cash paid during the year $ 13,642 $ 5,619
7. Related Party Transactions
(1) Parent and ultimate controlling party
None.
(2) Names of related parties and relationship
Names of related parties Relationship with the Group

The company’s subsidiary is a corporate
director of the Company.
The company’s director is the Company’s

Realtek Semiconductor Corporation

HIM International Music Inc.

subsidiary
Yida International Hospital Management & The company’s director is the Company’s
Consultant Co., Ltd. chairman
JMicron Technology Corp. The company’s director is the Company’s
chairman
(3) Significant related party transactions
A. Purchases
2023 2022
Purchases of goods:
- Realtek Semiconductor $ 42,449 $ 336,474
- Other related parties - 4
$ 42,449 $ 336,478

Purchases from related parties have no other similar transactions for comparison, and the price and
term are made under mutual agreement. The payment terms are the same as that of the general
suppliers, 30 to 60 days. The payables are non-interest bearing.

B. Licensing agreement
2023 2022

Royalty fees:
- Realtek Semiconductor $ 1,117  $ 823

The Group paid the royalty fees for the technology authorization of related products to the above-
mentioned related parties based on the contract, and the payment terms are 30-49 days after the

monthly billings.
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C. Other expenses
2023 2022

Service charge:
- Other related parties $ 559 § 470

It pertained to the service charge for health management consultation which was paid based on

mutual agreements.

D. Other income
2023 2022

Other income:
- Other related parties $ 1,905 $ -

It pertained to the income for the cooperative development project which was received based on
mutual agreements.

E. Payables to related parties
December 31, 2023 December 31, 2022

Accounts payable:

- Realtek Semiconductor $ 7,831 $ 46,553
Other payables

- Realtek Semiconductor $ 46 $ 96

- Other related parties - 4,469

$ 46 3 4,565

The payables to related parties arise mainly from purchases. Other payables arise mainly from
royalty fees and purchase of intangible assets.
F. Property transactions:

Acquisition of other assets:

2023 2022
Accounts Consideration Consideration
- Other related parties Intangible assets $ - 3 6,184
(4) Key management compensation
2023 2022
Salaries and other short-term employee benefits $ 19,380 $ 19,532
Share-based payments 32,190 -
Post-employment benefits 29,463 216
$ 81,033 $ 19,748
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8. Pledged Assets
The Group’s assets pledged as collateral are as follows:

Book value Book value
Pledged asset December 31,2023  December 31, 2022 Purpose
Non-current financial assets
at amortised cost
- certificates of deposits $ 1,000 $ 1,000 Customs guarantee

9. Significant Contingent Liabilities and Unrecognised Contract Commitments

(1) Contingencies
The Company has contingent liabilities of legal claims arising from ordinary operating activities, but

it is not expected that any material liabilities will arise from the contingent liabilities.
(2) Commitments
None.

10. Significant Disaster Loss
None.

11. Significant Events after the Balance Sheet Date
(1) The appropriations of 2023 deficits as proposed by the Board of Directors on March 7, 2024 are

as follows:
Year ended December 31, 2023
Dividends per share
Amount (in dollars)
Special reserve $ -
Cash dividends 19,661 $ 0.25

As of March 7, 2024, the appropriations of 2023 deficits has not been resolved at the stockholders’

meeting.

(2) On March 7, 2024, the Company passed a resolution of the Board of Directors to cancel the private
placement of ordinary shares which was passed on June 16, 2023. Please refer to Note 6(14)C for
details.

(3) To fulfil the Company’s working capital or to bring in strategic investors, the stockholders at their
meeting on March 7, 2024 adopted a resolution to raise additional cash through private placement
with the limit of 20,000 thousand shares with a par value of $10 per share. As of March 7, 2024, it
has not yet been passed at the shareholders’ meeting.
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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 Group

may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new

shares or sell assets to reduce debt. The Group monitors capital on the basis of the gearing ratio.

This ratio is calculated as total liabilities divided by total capital. Total capital is calculated as ‘equity’
as shown in the parent company on balance sheet plus total liabilities.

During the year ended December 31, 2023, the Group’s strategy, which was unchanged from 2022,

was to maintain the gearing ratio within 5% to 20%. The gearing ratios at December 31, 2023 and

2022 were as follows:

December 31, 2023  December 31, 2022

Total liabilities $ 112,099 $ 153,942
Total equity 1,613,572 1,682,619
Total capital $ 1,725,671 $ 1,836,561
Gearing ratio 6% 8%

(2) Financial instruments

A. Financial instruments by category
December 31, 2023 December 31, 2022

Financial assets
Financial assets at fair value through
profit or loss
Financial assets mandatorily measured at fair $ 30710 S 30,710
value through profit or loss
Financial assets at fair value through other
comprehensive income

Designation of equity instrument $ 24,544 $ 13,052
Financial assets at amortised cost

Cash and cash equivalents $ 431,569 $ 403,278
Financial assets at amortised cost 114,100 114,100
Accounts receivable 32,785 89,424
Other receivables 3,625 1,164
Guarantee deposits paid 3,919 2,799
Other financial assets 1,180 1,550

$ 587,178 $ 612,315
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December 31, 2023  December 31, 2022

Financial liabilities
Financial liabilities at amortised cost

Notes payable $ 84 -
Accounts payable(including related parties) 24,602 53,066
Other payables 52,701 48,013
Guarantee deposits received - 30

$ 77,387 $ 101,109
Lease liabilities $ 5,882 § 4,114

B. Financial risk management policies

(a) The Group’s activities expose it to a variety of financial risks: market risk (including foreign
exchange risk and price risk), credit risk and liquidity risk.

(b) Risk management is carried out by a central finance department (Group finance) under
policies approved by the Board of Directors. Group finance identifies, evaluates and hedges
financial risks in close co-operation with the Group’s operating units. The Board provides
written policies covering specific areas and matters, such as foreign exchange risk, interest
rate risk, credit risk, use of derivative financial instruments and non-derivative financial
instruments, and investment of excess liquidity.

C. Significant financial risks and degrees of financial risks

(a) Market risk

Foreign exchange risk

1. The Group 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 and recognised assets and liabilities.

ii. Management has set up a policy to require the Group to manage their foreign exchange
risk against their functional currency.

ii1. The Group has certain investments in foreign operations, whose net assets are exposed to

foreign currency translation risk.
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iv. The Group’s businesses involve some non-functional currency operations (the Company’s
functional currency: NTD; subsidiaries’ functional currency: RMB and USD). 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, 2023
Foreign currency

amount Book value
(in thousands) Exchange rate (NTD)
(Foreign currency: functional currency)
Financial assets
Monetary items
USD:NTD $ 2,777 30.71 $ 85,290

USD:RMB - - -
Non-monetary items

Financial assets at fair value through
profit or loss
USD:NTD $ 1,000 30.71  $ 30,710
Financial liabilities

Monetary items
USD:NTD $ 511 30.71 $ 15,682

December 31, 2022
Foreign currency

amount Book value
(in thousands) Exchange rate (NTD)
(Foreign currency: functional currency)
Financial assets
Monetary items
USD:NTD $ 3,634 30.71 $ 111,586
USD:RMB 285 6.96 8,746

Non-monetary items

Financial assets at fair value through
profit or loss
USD:NTD $ 1,000 30.71 S 30,710
Financial liabilities

Monetary items
USD:NTD $ 1,728 30.71  $ 53,053

v. The total exchange (loss) gain arising from significant foreign exchange variation on the
monetary items held by the Group for the years ended December 31, 2023 and 2022,
amounted to ($627) and $24,100, respectively.
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vi. Analysis of foreign currency market risk arising from significant foreign exchange
variation:

Year ended December 31, 2023
Sensitivity analysis

Effect on Effect on other
Degree of profit or loss comprehensive
variation before tax income before tax
(Foreign currency: functional currency)
Financial assets
Monetary items
USD:NTD 1% $ 853 $ -

USD:RMB 1% - -
Financial liabilities

Monetary items
USD:NTD 1% $ 157 $ -

Year ended December 31, 2022
Sensitivity analysis

Effect on Effect on other
Degree of profit or loss comprehensive
variation before tax income before tax
(Foreign currency: functional currency)
Financial assets
Monetary items
USD:NTD 1% $ 1,116 $ -
USD:RMB 1% 87 -
Financial liabilities
Monetary items
USD:NTD 1% ($ 531) § -

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. To manage its price risk arising from investments in equity
securities, the Group diversifies its portfolio. Diversification of the portfolio is done in

accordance with the limits set by the Group.
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1l.

The Group’s investments in private fund issued by the foreign companies and 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 increased /decreased by 1% with all other variables
held constant, post-tax profit for the years ended December 31, 2023 and 2022 would have
increased/decreased by $246 and $246, 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 $196 and $104, respectively, as a result of other
comprehensive income classified as equity investment at fair value through other

comprehensive income.

(b) Credit risk

i.

1l.

1il.

1v.

V1.

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 amortised cost.

The Group manages their credit risk taking into consideration the entire Group’s concern.
For banks and financial institutions, only rated parties with a good credit rating are
accepted. According to the Group’s credit policy, each local entity in the Group is
responsible for 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. Individual risk limits are set based on internal or external
ratings in accordance with limits set by the general managers. The utilisation of credit
limits is regularly monitored.

The Group adopts the assumptions under IFRS 9, the default occurs when the contract
payments are past due over 90 days.

The Group adopts following assumptions 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 Group classifies customers’ accounts receivable in accordance with credit rating of
customer. The Group applies the modified approach using a provision matrix based on the
loss rate methodology to estimate the expected credit loss.

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

reorganisation due to their financial difficulties;
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vil

(i1) The disappearance of an active market for that financial asset because of financial
difficulties;

(ii1) Default or delinquency in interest or principal repayments.

. 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.

viii. The Group adjusted historical and timely information to assess the default possibility of

allowance for uncollectible accounts. On December 31, 2023 and 2022, the Group’s

expected loss rates on past due and not past due accounts receivable were both

insignificant.
ix. Movements in relation to the Group applying the modified approach to provide loss
allowance for accounts receivable are as follows:
2023
Loss allowance for
accounts receivable
At January 1 (December 31) $ 432
2022
Loss allowance for
accounts receivable
At January 1 (December 31) $ 432

(c) Liquidity risk

1.

1l.

Cash flow forecasting is performed in the operating entities of the Group and aggregated
by Group finance. Group finance monitors rolling forecasts of the Group’s liquidity
requirements to ensure it has sufficient cash to meet operational needs. Such forecasting
takes into consideration of the compliance with balance sheet ratio targets and external
regulatory and legal requirements.

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:
December 31, 2023 Between
Within 1 year 1 and 5 years Over 5 years

Accounts payable
. i . 24,602 - -
(including related parties) 5 6028 $
Other payables 52,701 - -
Lease liabilities 2,772 3,320 -
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Non-derivative financial liabilities:
December 31, 2022 Between
Within 1 year 1 and 5 years Over 5 years

Accounts payable

(including related parties) 3 53,066 3 - 8 i
Other payables 48,013 - -
Lease liabilities 2,552 1,666 -
Other financial liabilities - 30 -

(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.

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.

B. The carrying amounts of financial instruments not measured at fair value (including cash and
cash equivalents, accounts receivable, other receivables, notes payable, accounts payable and
other payables) are approximate to their fair values.

C. 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 at December 31,
2023 and 2022 is as follows:

(a) The related information of natures of the assets and liabilities is as follows:

December 31, 2023 Level 1 Level 2 Level 3 Total

Assets
Recurring fair value measurement

Financial assets at fair value through
profit or loss

- Beneficiary certificates $ - 3 - $ 30,710 $ 30,710
Financial assets at fair value through
other comprehensive income
- Equity securities - - 24,544 24,544
$ - $ - § 55254 § 55,254
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December 31, 2022 Level 1 Level 2 Level 3 Total

Assets
Recurring fair value measurement

Financial assets at fair value through
profit or loss

- Beneficiary certificates $ - 3 - $ 30,710 $ 30,710
Financial assets at fair value through
other comprehensive income
- Equity securities - - 13,052 13,052
$ - 3 - $ 43,762 § 43,762

(b) The methods and assumptions the Group used to measure fair value are as follows:

i.  The fair value of financial instruments is obtained by evaluation techniques or refer to
quotations from counterparties.

ii. When assessing non-standard and low-complexity financial instruments, for example,
debt instruments without active market, interest rate swap contracts, foreign exchange
swap contracts and options, the Group adopts valuation technique that is widely used by
market participants. The inputs used in the valuation method to measure these financial
instruments are normally observable in the market.

iii.  The Group takes into account adjustments for credit risks to measure the fair value of
financial and non-financial instruments to reflect credit risk of the counterparty and the
Group’s credit quality.

D. For the years ended December 31, 2023 and 2022, 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, 2023 and 2022:

2023

Beneficiary Equity

certificates instrument Total
At January 1 $ 30,710  § 13,052 § 43,762
Gains and losses recognised in i i -

profit or loss

Acquired in the period - 11,492 11,492
At December 31 $ 30,710  § 24,544  § 55,254
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2022

Beneficiary Equity
certificates instrument Total
At January 1 $ 27,680 $ 4,000 $ 31,680
Gains and losses recognised in 3,030
3,030 -
profit or loss
Gain or loss recognised in other -
comprehensive income
Recorded as unrealised gains
(losses) from
investments in equity instruments
measured at fair value through
other comprehensive income - ( 1,597) ( 1,597)
Acquired in the period - 10,649 10,649
At December 31 $ 30,710 $ 13,052 § 43,762

F. For the years ended December 31, 2023 and 2022, there was no transfer into or out form Level
3.

G. Group finance 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,
and frequently calibrating valuation model, performing back-testing, updating inputs used to the
valuation model and making any other necessary adjustments to the fair value.

H. 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:

Significant Range Relationship of
Fair value at Valuation unobservable (weighted inputs to fair
December 31, 2023 technique input average) value
Unlisted $ 24,544 Net asset value Not applicable Not applicable Not applicable
shares
Private $ 30,710 Net asset value Not applicable Not applicable Not applicable
Fund
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Significant Range Relationship of

Fair value at Valuation unobservable (weighted inputs to fair
December 31, 2022 technique input average) value
Unlisted $ 13,052 Net asset value Not applicable Not applicable Not applicable
shares
Private $ 30,710 Net asset value Not applicable Not applicable Not applicable
Fund

13. Supplementary Disclosure

(1) Significant transactions information

A. Loans to others: None.

B. Provision of endorsements and guarantees to others: None.

C. Holding of marketable securities at the end of the period (not including subsidiaries, associates
and joint ventures): Please refer to table 1.

D. Acquisition or sale of the same security with the accumulated cost exceeding $300 million or
20% of the Group’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: None.

H. Receivables from related parties reaching $100 million or 20% of paid-in capital or more: None.

I. Trading in derivative instruments undertaken during the reporting periods: None.

J. Significant inter-company transactions during the reporting periods: None.

(2) Information on investees

Names, locations and other information of investee companies (not including investees in Mainland
China): Please refer to table 2.
(3) Information on investments in Mainland China
A. Basic information: Please refer to table 3.
B. Significant transactions, either directly or indirectly through a third area, with investee companies
in the Mainland Area: None.

(4) Major shareholders information

Major shareholders information: Please refer to table 4.

14. Segment information

(1) General information

The Group operates business only in a single industry. General managers of the Company, who
allocate resources and assess performance of the Group as a whole, have identified that the Group

has only one reportable operating segment.
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(2) Measurement of segment information

The accounting policies for the Group’s operating segments are in agreement with the summary of
significant accounting policies mentioned in Note 2 of the consolidated financial statements.
General managers of the Company use gross profit from operations (excluding general operating
expenses) as the basis to evaluate each segment’s performance.

(3) Information about segment profit or loss

A. The after-tax profit and loss presented to general managers of the Company is under the same
evaluation method of the consolidated statement of comprehensive income. Therefore, there is
no need for adjustment

B. The segment information provided to general managers of the Company for the reportable

segments is as follows:

IC Segment
2023 2022
Total segment revenue $ 417,639 $ 725,544
Segment income $ 187,220 $ 138,161

(4) Reconciliation for segment income (loss)

The revenue from external customers reported to general managers of the Company is measured in
a manner consistent with that in the statement of comprehensive income.
A reconciliation of reportable segment income or loss to the income/(loss) before tax from

continuing operations for the years ended December 31, 2023 and 2022 is provided as follows:

2023 2022
Reportable segments income/(loss) $ 187,220 $ 138,161
Operating expenses ( 375,655) ( 302,895)
Non-operating income 77,042 59,509
Income/(loss) before tax from
continuing operations (8 111,393) (8 105,225)

(5) Information on products and services

Please refer to Note 6 (17) for the related information.
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(6) Geographical information

Geographical information for the years ended December 31, 2023 and 2022 is as follows:

2023 2022
Non-current Non-current
Revenue assets Revenue assets
Taiwan $ 109,676 $ 272,891 $ 229,916 $ 267,143
Mainland China 288,133 - 435,693 -
Others 19,830 - 59,935 -

$ 417,639 § 272,891 § 725,544 $ 267,143

(7) Major customer information

Major customer information of the Group for the years ended December 31, 2023 and 2022 is as

follows:
2023 2022
Revenue Revenue

F $ 131,791 § 92,640
K 97,865 54,531
L 42,826 149,304
E 38,178 29,291
| 35,952 53,199
G 20,187 259,176
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V.Parent Company Only Financial Statements

INDEPENDENT AUDITORS’ REPORT TRANSLATED FROM CHINESE

To the Board of Directors and Stockholders of C-Media Electronics Inc.

Opinion

We have audited the accompanying parent company only balance sheets of C-Media Electronics Inc.
(the “Company”) as at December 31, 2023 and 2022, 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 material accounting policies.

In our opinion, the accompanying parent company only financial statements present fairly, in all material
respects, the parent company only financial position of the Company as at December 31, 2023 and 2022,
and its parent company only financial performance and its parent company only cash flows for the years
then ended in accordance with the Regulations Governing the Preparation of Financial Reports by

Securities Issuers.

Basis for opinion

We conducted our audits in accordance with the Regulations Governing Financial Statement Audit and
Attestation Engagements of Certified Public Accountants and Standards on Auditing of the Republic of
China. Our responsibilities under those standards are further described in the Auditors’ responsibilities
for the audit of the consolidated financial statements section of our report. We are independent of the
Company in accordance with the Norm of Professional Ethics for Certified Public Accountant of the
Republic of China, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to

provide a basis for our opinion.
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Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the Company’s 2023 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 2023 parent company only financial statements of the current
period are stated as follows:

Existence and occurrence of sales revenue from significant customers

Description
Please refer to Note 4(26) for accounting policy on recognition of revenue and Note 6(16) for details of

sales revenue.
For the year ended December 31, 2023, the Company’s sales revenue amounted to NT$417,639 thousand.

The Company is mainly engaged in the design, manufacturing and sales of electronic components and
integrated circuits. The sales type includes integrated circuit sales through domestic and foreign dealers.
The existence of sales revenue from the Company’s top 10 significant customers is significant to the
parent company only financial statements and sales revenue is inherently high risk. Therefore, we
determined the existence and occurrence of sales revenue from significant customers as one of the key

audit matters.

How our audit addressed the matter

We performed the following audit procedures on the existence and occurrence of sales revenue from the

top 10 significant customers:

1. Obtained an understanding and assessed internal control on sales revenue recognition, and confirmed
the top 10 significant customers internal controls were performed effectively.

2. Obtained detailed listing of sales revenue from the top 10 significant customers in the current year,
and verified relevant evidences including customer sales invoices, purchase orders and delivery

documents.
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3. Inspected contents and relevant evidences of the top 10 significant customers in relation to sales
returns and discounts occurring subsequent to the reporting period and assessed the reasonableness

of respective sales revenue recognised.

Valuation of allowance for inventory valuation losses

Description

Please refer to Note 4(13) for a description of the accounting policy on inventory valuation; please refer
to Note 5(2) for accounting estimates and assumption uncertainty in relation to inventory valuation; and
please refer to Note 6(5) for information on the allowance for inventory valuation losses.

As of December 31, 2023, the Company’s inventories and allowance for inventory valuation losses
amounted to NT $311,624 thousand and NT $243,008 thousand, respectively. The Company is mainly
engaged in the design, manufacturing and sales of electronic components and integrated circuits. The
rapid changes in the technology of the industries in which the Company is involved and the net realisable
value used in the evaluation of obsolete inventories often involve subjective judgements and therefore
highly uncertain estimates. Inventories are measured at the lower of cost and net realisable value. The
impact of inventories and its allowance for diminution in value has a significant impact on parent
company only financial statements. Therefore, we determined the loss on inventories and allowances

assessment as one of the key audit matters.

How our audit addressed the matter

We performed the following audit procedures on the valuation of allowance for inventory valuation

losses:

1. Assessed the reasonableness of policies and procedures related to the provision of allowance for
inventory valuation losses based on our understanding of the Company’s operations and the
characteristics of its industry.
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2. Understood the Company’s warehousing control procedures. Reviewed the annual physical
inventory count plan and observed the annual inventory count in order to assess the effectiveness of

the classification of obsolete inventory and internal control over obsolete inventory.

3. Verified the appropriateness of the logic for evaluating the inventory aging report to confirm that the
report information is consistent with the Company’s policies.

4. Checked the appropriateness of the estimation basis adopted by the Company for the evaluation of
net realisable value, verified accuracy of inventory selling prices and net realisable value, and

recalculated and evaluated the reasonableness of allowance for inventory valuation losses.

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.
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Auditors’ responsibilities for the audit of the parent company only financial statements
Our objectives are to obtain reasonable assurance about whether the parent company only financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with 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 parent company only financial
statements.

As part of an audit in accordance with the Standards on Auditing of the Republic of China, we exercise

professional judgment and professional skepticism throughout the audit. We also:

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

2.0btain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the

effectiveness of the Company’s internal control.

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

estimates and related disclosures made by management.
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4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditors’ report
to the related disclosures in the parent company only financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditors’ report. However, future events or conditions may cause the Company to cease to

continue as a going concern.

5.Evaluate the overall presentation, structure and content of the parent company only financial
statements, including the disclosures, and whether the parent company only financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

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

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

communication.

Chou, Hsiao-Tzu Lin, Se-Kai
For and on behalf of PricewaterhouseCoopers, Taiwan
March 7, 2024

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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C-MEDIA ELECTRONICS INC.

PARENT COMPANY ONLY BALANCE SHEETS

DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars)

December 31, 2023

December 31, 2022

Assets Notes AMOUNT % AMOUNT %
Current assets

1100 Cash and cash equivalents 6(1) $ 266,327 15 291,958 16
1136 Current financial assets at amortised  6(3)

cost 113,100 7 113,100 6
1170 Accounts receivable, net 6(4) 32,785 2 89,424 5
1200 Other receivables 1,131 - 92 -
1220 Current income tax assets 6(22) 181 - - -
130X Inventories 6(5) 68,616 4 158,197 9
1476 Other current financial assets 1,180 - 1,550 -
1479 Other current assets, others 12,681 1 8,607 -
11XX Current Assets 496,001 29 662,928 36

Non-current assets

1517 Non-current financial assets at fair 6(2)

value through other comprehensive

income 9,052 1 9,052 1
1535 Non-current financial assets at 6(3) and 8

amortised cost 1,000 - 1,000 -
1550 Investments accounted for under 6(6)

equity method 936,965 54 887,953 48
1600 Property, plant and equipment 6(7) 260,212 15 255,436 14
1755 Right-of-use assets 6(8) 5,828 - 4,060 -
1780 Intangible assets 6(9) 6,851 - 7,647 1
1840 Deferred income tax assets 6(22) - - - -
1900 Other non-current assets 7,251 1 7,327 -
15XX Non-current assets 1,227,159 71 1,172,475 64
IXXX  Total assets $ 1,723,160 100 1,835,403 100

(Continued)
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C-MEDIA ELECTRONICS INC.

PARENT COMPANY ONLY BALANCE SHEETS

DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars)

December 31, 2023

December 31, 2022

Liabilities and Equity Notes AMOUNT % AMOUNT %
Current liabilities
2150 Notes payable $ 84 - - -
2170 Accounts payable 16,771 1 6,513 -
2180 Accounts payable - related parties 7 7,831 1 46,553 3
2200 Other payables 6(10) and 7 50,994 3 47,047 3
2230 Current income tax liabilities 6(22) 5,933 - 27,202 1
2280 Current lease liabilities 6(8) 2,636 - 2,480 -
2399 Other current liabilities, others 3,121 - 1,472 -
21XX Current Liabilities 87,370 5 131,267 7
Non-current liabilities
2570 Deferred income tax liabilities 6(22) - - - -
2580 Non-current lease liabilities 6(8) 3,246 - 1,634 -
2640 Accrued pension liabilities 6(11) 18,972 1 19,853 1
2645 Guarantee deposits received - - 30 -
25XX Non-current liabilities 22,218 1 21,517 1
2XXX Total Liabilities 109, 588 6 152,784 8
Equity
Share capital 6(13)
3110 Share capital - common stock 786,454 46 786,356 43
3140 Advance receipts for share capital - - - -
Capital surplus 6(14)
3200 Capital surplus 486,656 28 451,767 25
Retained earnings 6(15)
3310 Legal reserve 153,256 9 153,256 8
3320 Special reserve 3,025 - 2,020 -
3350 Unappropriated retained earnings 186,483 11 310,287 17
Other equity interest
3400 Other equity interest ( 2,302) - 3,025) -
3500  Treasury shares 6(13) - - 18,042) ( 1)
3XXX Total equity 1,613,572 94 1,682,619 92
Significant contingent liabilities and 9
unrecognised contract commitments
Significant events after the balance 6(15) and 11
sheet date
3X2X Total liabilities and equity $ 1,723,160 100§ 1,835,403 100

The accompanying notes are an integral part of these parent company only financial statements.
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C-MEDIA ELECTRONICS INC.

PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME

YEARS ENDED DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars, except earnings per share amounts)

Year ended December 31

2023 2022
Items Notes AMOUNT % AMOUNT %
4000  Operating revenue 6(16) $ 417,639 100 $ 725,506 100
5000  Operating costs 6(5)(20)(21)and 7 ( 230,419) ( 55) ( 587,383) ( 81)
5950  Gross profit from operations 187,220 45 138,123 19
Operating expenses 6(20)(21) and 7
6100 Selling expenses ( 51,767) ( 12) ( 46,757) ( 6)
6200 Administrative expenses ( 140,362) ( 34) ( 78,129) ( 11)
6300 Research and development expenses ( 178,631) ( 43) ( 173,241) ( 24)
6000 Total operating expenses ( 370,760) ( 89) ( 298,127) ( 41)
6900  Net operating loss ( 183,540) ( 44) ( 160,004) ( 22)
Non-operating income and expenses
7100 Interest income 6(3)(17) 4,135 1 1,850 -
7010 Other income 6(18) and 7 20,425 5 1,131 -
7020 Other gains and losses 6(19) ( 624) - 23,048 3
7050 Finance costs 6(8) ( 119) - ( 96) -
7070 Share of profit of subsidiaries, 6(6)
associates and joint ventures
accounted for using equity method 47,771 11 25,506 4
7000 Total non-operating income and
expenses 71,594 17 51,439 7
7900  Loss before income tax ( 111,946) ( 27) ( 108,565) ( 15)
7950 Income tax benefit (expense) 6(22) 7,645 2 ( 18,097) ( 3)
8200  Loss for the year ($ 104,301) ( 25) ($ 126,662) ( 18)
Other comprehensive income
Components of other comprehensive
income that will not be reclassified to
profit or loss
8311 Gains on remeasurements of defined 6(11)(22)
benefit plans $ 1,119 -9 6,331 1
8316 Unrealised losses from investments — 6(2)
in equity instruments measured at
fair value through other
comprehensive income - - ( 1,597) -
8349 Income tax related to components of 6(22)
other comprehensive income that
will not be reclassified to profit or
loss ( 224) - ( 1,266) -
8310 Components of other
comprehensive income that will
not be reclassified to profit or loss 895 - 3,468 1
Components of other comprehensive
income that will be reclassified to
profit or loss
8361 Exchange differences on translation 723 - 591 -
8360 Components of other
comprehensive income that will be
reclassified to profit or loss 723 - 591 -
8300  Other comprehensive income, net $ 1,618 - % 4,059 1
8500  Total comprehensive loss ($ 102,683) ( 25) ($ 122,603) ( 17)
Basic losses per share 6(23)
9750 Total basic losses per share ($ 1.34) ($ 1.63)
9850 Total diluted losses per share ($ 1.34) ($ 1.63)

The accompanying notes are an integral part of these parent company only financial statements.

-161-



‘sjuowae)s [eroueuly AJuo Auedwos juared asoy) o 1ed [erSoyur ue ore sojou Jurkueduroose oy |,

TS E19°1 § N §  (L6S'1 $) (5oL §)  £87°981 § ST0°¢ $ 95T €1 § 959°98y  § - $ rSP98L  § 1€ 1oquiadsq
867 TS w081 - - - - - 95T e - - FDEDE9 s09Ko1dwd 0} plos saIeys AInseai],
61T - - - - - - 121 - 86 F(ENEn9 suondo areys sako]dwa o as1o19XY
Cls - - - - - - CIs - - poaw A3inba Suisn 10§ pajunodoe
(#1)(9)9 saamuaa jurof pue sajerdosse Jo Ayinba ur saguey)
(g6e 61 - - - (€661 ) - - - - - s3uruies woy pred SPUIPIAIP yse)
- - - - (500°1 ) S00°1 - - - - pojeridoidde 9A19891 [e100dg
(57)9 :sSurures 7zog Jo uonnqunsip pue uonerrdorddy
(1€89°201 - - £TL (90¥ €01 ) - - - - - (s50]) dwoour dAISUAYAIdWOD [B10],
819°1 - - €CL S68 - - - - - 189K 91} 10J wodul dAISUAYRIdWOod 12O
(10€°¥01 - - - (10€ 701 ) - - - - - 189K 91} 10§ SSO'T
619°789°1 $  (Tr0'81 $) (Les T $) (8Ty'1 $)  L801E  $ 0T0°C §9sTiest $ LOLTISY - §  9setosL  § 1 Asenuep
£20T Teok
619°789°1 §  (Tpo'8l §) (L6S°1 $) (8’1 §)  L8C0I¢  § 020°¢ $ 95T €1 § LIL' ISy § - § 95€°98L  § 1€ 19quiadaq
- - - - - - - ore ¢ (09L°S ) 0T8°T (FD(EN9 [e1deo oreys 10y s1do0ar eoueAPY
- €SLE6VT - - (0gr°801 ) - €1e°9¢e ) - 010°ST ) FD(EN9 SaIeYS AINSLAI) O JUIWAIMIY
8TI 8Tl - - - - - - - - (€19 SoIeys AIsear) Jo dseyoIng
€S1°e - - - - - - - [ 04 - FDEDED9 suondo areys 99K0[dwa Jo 9s1019Xg
Sle - - - - - - Sle - - poaw A3nba Suisn 10§ pajunodoe
(#1)(9)9 saamuaa jurof pue sajerdosse Jo Ayinba ur saguey)
CTrsLL - - - TS LL ) - - - - - sSuruies woy pred SPUIPIAIP Yse)
- - - - (g6l ) g6l - - - - pareridordde oarsal [e10adg
- - - - (917°S¥ ) - 917 St - - - pajerrdordde oAxosar [ego]
(51)9 :sSurured 7oz Jo uonnquusip pue uonerdorddy
(€09°TTl - (L65°1 ) 16S (L6S°1T1 ) - - - - - (sso[) owoour dAIsudYAIdWOd [10],
650° Y - (L65°1 )16 §90°¢ - - - - - 180K
A1) 10J (Sso]) dwroour dAISUAYAIdUwOd 12YIO
(799°9T1 - - - (299971 ) - - - - - 189K oY) 10§ SSOT
891°088° 1 $  (€T6°L91 $) - (610°C §)  S9T'e99 ¢ LT8°1 $ 0¥0°801 $ SeSvLy  $ L09°€ 98°86L  $ I Arenuep
TTOT 180X
Kynba TejoT, STy AINSEoI], QuodUT SIUQUIOJEIS SSUIWIED poule}dl  JAIdSAI [e10odg 9ATOSOI [B50] snjdins [eide)  ~ [eided o1eys 10y 500} UOWIWIOD SA)ON.
aatsuayarduwod [eroueulj ugoi0y  pajedoiddeun s)d1aoar ooueApY - Jendeo areys
107)0 Jo uone[suen

ySnoxy) onjea
11eJ JB paInseawr
S)19ssE [erouRULy

wouij (sassof)
sured pasiearun

U0 SIJUIIIP
a3ueyoxy

1sa10)ul Aynba 1O

SSUIUIEd paulelay

[endeos areys

(SIefjop ueMIB], MON] JO SpUBSNOY) Ul passaidxy)

CTO0T ANV €70T "1€ 4H9INIDdd d9dNT SYVHA

ALINOT NI SHONVHD 40 SINIFWHIVLS ATNO ANVANOD LNTIVd
ONI SOINOY.LOATH VIAIIN-D

-162-



C-MEDIA ELECTRONICS INC.
PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2023 AND 2022
(Expressed in thousands of New Taiwan dollars)

Year ended December 31
Notes 2023 2022
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before tax ($ 111,946 ) ($ 108,565 )
Adjustments
Adjustments to reconcile profit (loss)
Depreciation expense 6(7)(8)(20) 6,618 6,025
Amortisation expense 6(9)(20) 1,788 2,848
Interest revenue 6(3)(17) ( 4,135) ( 1,850)
Interest expense 6(8) 119 96
Share-based payments 6(12)(21) 34,218 -
Share of profit of associates and joint ventures  6(6)
accounted for using equity method ( 47,777 ) ( 25,506 )
Unrealised foreign exchange losses 1,962 391
Gains arising from lease modifications 6(8)(19) - ( 2)
Changes in operating assets and liabilities
Changes in operating assets
Accounts receivable 56,639 107,639
Other receivables ( 981 ) 5,969
Inventories 89,581 133,583
Other current assets ( 4,074) 134
Other non-current assets 1,196 3,128
Changes in operating liabilities
Notes payable 84 -
Accounts payable 10,258 ¢ 101,243)
Accounts payable - related parties ( 38,722 ) 17,348
Other payables 8,196 ( 21,450)
Other current liabilities 1,649 ( 128)
Net defined benefit liability 238 181
Cash inflow generated from operations 4,911 18,598
Interest received 6(3)(17) 4,077 1,808
Dividends received 6(6) - 81,000
Interest paid 6(8) ( 119) ( 96 )
Income taxes paid ( 14,029 ) ( 26,113)
Income taxes refunded - 52
Net cash flows (used in) from operating
activities ( 5,160 ) 75,249

(Continued)
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C-MEDIA ELECTRONICS INC.

PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2023 AND 2022

(Expressed in thousands of New Taiwan dollars)

Year ended December 31
Notes 2023 2022
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of financial assets at fair value through  6(2)
other comprehensive income $ - (3 10,649 )
Acquisition of property, plant and equipment 6(7)(24) ( 8,401 ) ( 865 )
Acquisition of intangible assets 6(9)(24) ( 5,241) ( 4,754)
Increase in refundable deposits ( 750) ( 410)
Net cash flows used in investing activities ( 14,392 ) ( 16,678 )
CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in guarantee deposits received ( 30) -
Increase in guarantee deposits received - 15
Payments of lease liabilities 6(8) ( 2,993 ) ( 2,700 )
Exercise of employee share options 6(12)(13)(14) 219 2,153
Cash dividends paid 6(15) ( 19,393 ) ( 77,542 )
Purchase of treasury shares 6(13) - 128
Treasury shares sold to employees 6(12)(13)(14) 18,080 -
Net cash flows used in financing activities ( 4,117) ( 77,946 )
Effect of exchange rate changes on cash and cash
equivalents ( 1,962) ( 391)
Net decrease in cash and cash equivalents ( 25,631) ( 19,766 )
Cash and cash equivalents at beginning of year 6(1) 291,958 311,724
Cash and cash equivalents at end of year 6(1) $ 266,327 $ 291,958

The accompanying notes are an integral part of these parent company only financial statements.
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C-MEDIA ELECTRONICS INC.
NOTES TO THE PARENT COMPANY ONLY FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(Expressed in thousands of New Taiwan dollars, except as otherwise indicated)

1. History and Organisation

(1) C-Media Electronics Inc. (the “Company”) was incorporated as a company limited by shares under
the provisions of the Company Law of the Republic of China (R.O.C.) on December 5, 1991. The
Company is primarily engaged in import and export of electronic components, integrated circuits,
computers and its peripherals, as well as the manufacturing of electronic components, providing
information software service, manufacturing of optical instruments and manufacturing of lighting
equipment.

(2) On April 21, 2003, the Company’s stock was listed on the Taiwan Stock Exchange in accordance with
the approval from the Securities and Futures Bureau.

(3) The Company focuses on a professional business model to improve the business performance in
response to the development trend of cultural and creative industries. On May 10, 2019, the Board of
Directors resolved, and on June 21, 2019, the shareholders at their meeting approved the Company’s
reorganization. Due to the reorganization, the Company transferred the ordinary shares of HIM
International Music Inc. to C-Media Cultural Creative Technology Inc. which was 100% owned by
the Company, and the consideration for the transfer was the new shares issued by C-Media Cultural
Creative Technology Inc.

2. The Date of Authorisation for Issuance of the Financial Statements and Procedures for Authorisation

These parent company only financial statements were authorised for issuance by the Board of Directors
on March 7, 2024.

3. Application of New Standards, Amendments and Interpretations

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

Standards (“IFRS®”) Accounting Standards that came into effect as endorsed by the Financial

Supervisory Commission (“FSC”)

New standards, interpretations and amendments endorsed by FSC and became 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 TAS 12, ‘Deferred tax related to assets and liabilities January 1, 2023
arising from a single transaction’
Amendments to IAS 12, ‘International tax reform - pillar two model May 23, 2023
rules’
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The above standards and interpretations have no significant impact to the Company’s financial
condition and financial performance based on the Company’s assessment.
(2) Effect of new issuances of or amendments to IFRS Accounting Standards as endorsed by the FSC

but not yet adopted by the Company

New standards, interpretations and amendments endorsed by the FSC and will become effective from
2024 are as follows:

Effective date by
International Accounting
New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 16, ‘Lease liability in a sale and leaseback’ January 1, 2024
Amendments to IAS 1, ‘Classification of liabilities as current or January 1, 2024
non-current’

Amendments to IAS 1, ‘Non-current liabilities with covenants’ January 1, 2024
Amendments to IAS 7 and IFRS 7, ‘Supplier finance arrangements’ January 1, 2024

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

(3) IFRS Accounting Standards issued by IASB but not yet endorsed by the FSC
New standards, interpretations and amendments issued by IASB but not yet included in the IFRS

Accounting Standards 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
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 21, ‘Lack of exchangeability’ January 1, 2025

The above standards and interpretations 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.
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(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.

(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 and financial liabilities at fair value through profit or loss.

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

(c) Defined benefit liabilities recognised based on the net amount of pension fund assets less
present value of defined benefit obligation.

B. The preparation of financial statements in 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 each of the Company’s entities are measured using the
currency of the primary economic environment in which the Company 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 recognised in
profit or loss in the period in which they arise.
(b)Monetary assets and liabilities denominated in foreign currencies at the period end are re-
translated at the exchange rates prevailing at the balance sheet date. Exchange differences

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

(d) All foreign exchange gains and losses are presented in the statement of comprehensive income
within ‘other gains and losses’.

B. Translation of foreign operations

The operating results and financial position of all the company entities and associates that have a

functional currency different from the presentation currency are translated into the presentation

currency as follows:

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

(b)Income and expenses for each statement of comprehensive income are translated at average
exchange rates of that period; and

(c) All resulting exchange differences are recognised in other comprehensive income.

(4) Classification of current and non-current items

A. Assets that meet one of the following criteria are classified as current assets; otherwise they are
classified as non-current assets:
(a) Assets arising from operating activities that are expected to be realised, or are intended to be
sold or consumed within the normal operating cycle;
(b) Assets held mainly for trading purposes;
(c) Assets that are expected to be realised within twelve months from the balance sheet date;
(d)Cash and cash equivalents, excluding restricted cash and cash equivalents and those that are to
be exchanged or used to 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; otherwise they
are classified as non-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;
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(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
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.

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

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

D. The Company recognises 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 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 Company has made an irrevocable election at
initial recognition to recognise 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 recognised and derecognised using trade date accounting.

C. At initial recognition, the Company measures the financial assets at fair value plus transaction
costs. The Company subsequently measures the financial assets at fair value:

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

Company and the amount of the dividend can be measured reliably.
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(8) Financial assets at amortised cost

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

(a)The objective of the Company’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 Company 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.

D. 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.

(9) Accounts and notes receivable

A. Accounts and notes 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.

(10) Impairment of financial assets

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

(11) Derecognition of financial assets

The Company derecognises a financial asset when one of the following conditions is met:

A. The contractual rights to receive the cash flows from the financial asset expire.

B. The contractual rights to receive cash flows of the financial asset have been transferred and the
Company has transferred substantially all risks and rewards of ownership of the financial asset.

C. The contractual rights to receive cash flows of the financial asset have been transferred; however,
the Company has not retained control of the financial asset.

(12) Leasing arrangements (lessor) —operating leases

Lease income from an operating lease (net of any incentives given to the lessee) is recognised in

profit or loss on a straight-line basis over the lease term.
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(13) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted-average method. The cost of finished goods and work in progress comprises raw materials,
direct labor, other direct costs and related production overheads (allocated based on normal
operating capacity), but 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.

(14) Investments accounted for using equity method-subsidiaries and associates

A. Subsidiaries are all entities (including structured 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. Inter-company transactions, balances and unrealised gains or losses on transactions between
companies within the Company are eliminated. Accounting policies of 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 recognised in profit
or loss, and its share of post-acquisition movements in other comprehensive income is recognised
in other comprehensive income. When the Company’s share of losses in a subsidiary equals or
exceeds its interest in the subsidiary, the Company recognises loss continuously in proportion 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 using the equity method and are initially recognised at cost.

E. The Company’s share of its associates’ post-acquisition profits or losses is recognised in profit
or loss, and its share of post-acquisition movements in other comprehensive income is recognised
in other comprehensive income. When the 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 recognise further losses, unless it has incurred legal or 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 recognises the Company’s share of change in equity of the associate

in ‘capital surplus’ in proportion to its ownership.
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G. Unrealised gains 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.

. The Company’s investments were originally accounted for as financial assets under IAS

39‘Financial instruments: recognition and measurement’. Subsequently, the Company became
an associate due to obtaining significant influence. The investment was measured based on the
fair value at the date of obtaining the significant influence, while the difference between the
carrying amount and the fair value at the date of obtaining the significant influence should be
recognised as profit or loss, and the cost of the Company’s investment in the associate was
recorded at the fair value.

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 be 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 be equal to equity attributable to owners of the parent in the consolidated

financial statements.

(15) Property, plant and equipment

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

B.

construction period are capitalised.

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

during the financial period in which they are incurred.

. Property, plant and equipment are measured at cost model subsequently. Land is not depreciated.

Other property, plant and equipment are depreciated using the straight-line method 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 property, plant and equipment

are as follows:
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Buildings and structures 50 years

Buildings and structure improvements 9 years
Machinery and equipment 3~ 7 years
Office equipment 6 years

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

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

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

commencement date, discounted using the incremental borrowing interest rate. Lease payments
are comprised of fixed payments, less any lease incentives receivable.
The Company subsequently measures the lease liability at amortised cost using the interest
method and recognises interest expense over the lease term. The lease liability is remeasured and
the amount of remeasurement is recognised as an adjustment to the right-of-use asset when there
are changes in the lease term or lease payments and such changes do not arise from contract
modifications.

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

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

(17) Intangible assets

Intangible assets, mainly royalty and computer software, are stated at historical cost and amortised
on a straight-line basis over their estimated useful lives of 5 ~ 10 years and 1 ~ 3 years, respectively.

(18) 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 recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell or value in use. 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
what the depreciated or amortised historical cost would have been if the impairment had not been

recognised.
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(19) 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.

(20) Derecognition of financial liabilities

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

(21) Employee benefits
A. Short-term employee benefits

Short-term employee benefits are measured at the undiscounted amount of the benefits expected
to be paid and are recognised as expenses in the period in which the employees render service.
B. Pension
(a) Defined contribution plans
For the defined contribution plans, the contributions are recognised as pension expense when
they are due on an accrual basis. Prepaid contributions are recognised as an asset to the extent
of a cash refund or a reduction in the future payments.
(b)Defined benefit plans
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 in current
period or prior periods. The liability recognised 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 government bonds (at the balance sheet
date).
1. Remeasurement arising on defined benefit plans are recognised in other comprehensive
income in the period in which they arise and are recorded as retained earnings.
iii. Past service costs are recognised immediately in profit or loss.
C. Termination benefits
Termination benefits are employee benefits provided in exchange for the termination of
employment as a result from either the Company’s decision to terminate an employee’s
employment before the normal retirement date, or an employee’s decision to accept an offer of
redundancy benefits in exchange for the termination of employment. The Company recognises
expense as it can no longer withdraw an offer of termination benefits or it recognises relating
restructuring costs, whichever is earlier. Benefits that are expected to be due more than 12 months

after balance sheet date shall be discounted to their present value.
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D. Employees’ compensation and directors’ remuneration
Employees’ compensation and directors’ remuneration are recognised 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 paid by shares, the Company calculates the number of shares based on the
closing price at the previous day of the board meeting resolution.

(22) Employee share-based payments

For the equity-settled share-based payment arrangements, the employee services received are

measured at the fair value of the equity instruments granted at the grant date and are recognised as

compensation cost over the vesting period, with a corresponding adjustment to equity. The fair value

of the equity instruments granted shall reflect the impact of market vesting conditions and non-

vesting conditions. Compensation cost is subject to adjustment based on the service conditions that

are expected to be satisfied and the estimates of the number of equity instruments that are expected

to vest under the non-market vesting conditions at each balance sheet date. Ultimately, the amount

of compensation cost recognised is based on the number of equity instruments that eventually vest.
(23) Income tax

A. The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or
loss, except to the extent that it relates to items recognised in other comprehensive income or
items recognised directly in equity, in which cases the tax is recognised 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.
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C.

Deferred tax is recognised, using the balance sheet liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the 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 or 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.

. Deferred tax assets are recognised 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, unrecognised and recognised deferred tax assets are reassessed.

. Current income tax assets and liabilities are offset and the net amount reported in the balance

sheet when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset and settle the liability simultaneously.
Deferred tax assets and liabilities are offset on the balance sheet when the entity has the legally
enforceable right to offset current tax assets against current tax liabilities and they are levied by
the same taxation authority on either the same entity or different entities that intend to settle on

a net basis or realise the asset and settle the liability simultaneously.

(24) Share capital
A. Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new

B.

shares or share options are shown in equity as a deduction, net of tax, from the proceeds.

Where the Company repurchases the Company’s equity share capital that has been issued, the
consideration paid, including any directly attributable incremental costs (net of income taxes) is
deducted from equity attributable to the Company’s equity holders. Where such shares are
subsequently reissued, the difference between their book value and any consideration received,
net of any directly attributable incremental transaction costs and the related income tax effects,

is included in equity attributable to the Company’s equity holders.

(25) Dividends

Cash dividends are recorded as liabilities in the Company’s financial statements in the period in

which they are resolved by the Company’s Board of Directors; stock dividends are recorded as stock

dividends to be distributed and are reclassified to ordinary shares on the effective date of new shares

1ssuance.
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(26) Revenue recognition

Sales of goods

A. The Company manufactures and sells electronic related products. Sales are recognised 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 customers’ acceptance of the products.
Delivery occurs when the products have been shipped to the specific location, the risks of
obsolescence and loss have been transferred to the wholesaler, and either the wholesaler has
accepted the products in accordance with the sales contract, or the Company has objective
evidence that all criteria for acceptance have been satisfied.

B. The goods are often sold with volume discounts based on aggregate sales over a 12-month period.
Revenue from these sales is recognised based on the price specified in the contract, net of the
estimated volume discounts and sales discounts and allowances. Accumulated experience is used
to estimate and provide for the volume discounts and sales discounts and allowances, using the
expected value method, and revenue is only recognised to the extent that it is highly probable
that a significant reversal will not occur. The estimation is subject to an assessment at each
reporting date. A refund liability is recognised for expected volume discounts and sales discounts
and allowances payable to customers in relation to sales made until the end of the reporting period.
The sales usually are made with a credit term of 30 to 90 days, which is consistent with market
practice. 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 recognised 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.

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.
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(2) Critical accounting estimates and assumptions

A. 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 of December 31, 2023, the carrying amount of inventories was $68,616.

B. Calculation of net defined benefit liabilities
When calculating the present value of defined benefit obligations, the Company must apply
judgements and estimates to determine the actuarial assumptions on balance sheet date, including
discount rates and future salary growth rate. Any changes in these assumptions could
significantly impact the carrying amount of defined benefit obligations.
As of December 31, 2023, the carrying amount of net defined benefit liabilities was $18,972. As
the discount rates changes by 0.25%, the net defined benefit liabilities recognised by the
Company will decrease by $643 or increase by $658, respectively.

6. Details of Significant Accounts

(1) Cash and cash equivalents

December 31,2023 December 31, 2022

Cash on hand and revolving funds $ 405 $ 440
Checking accounts and demand deposits 187,922 281,518
Time deposits 78,000 10,000

$ 266,327 $ 291,958

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) Financial assets at fair value through other comprehensive income

Items December 31, 2023  December 31, 2022
Non-current items:
Equity instruments
Unlisted shares $ 10,649 $ 10,649
Valuation adjustment ( 1,597) ( 1,597)
$ 9,052 $ 9,052

A. The Company has elected to classify unlisted shares 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 $9,052 and $9,052 as at December 31, 2023 and 2022, respectively.
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B. Amounts recognised in profit or loss and other comprehensive income in relation to the financial
assets at fair value through other comprehensive income are $0 and $1,597 for the years ended
December 31, 2023 and 2022, respectively

C. The Company’s financial assets at fair value through other comprehensive income are not pledged
to others as collateral.

D. Information relating to fair value of financial assets at fair value through other comprehensive
income is provided in Note 12(3).

(3) Financial assets at amortised cost

Items December 31, 2023  December 31, 2022
Current
Time deposits with maturity over three months 113,100 113,100
Non-current
Pledged time deposits 1,000 1,000
$ 114,100 § 114,100
A. Amounts recognised in profit or loss in relation to financial assets at amortised cost are listed
below:
Year ended December 31
2023 2022
Interest income $ 1,741 $ 1,235

B. As at December 31, 2023 and 2022, without taking into account any collateral held or other credit
enhancements, the maximum exposure to credit risk in respect of the amount that best represents
the financial assets at amortised cost held by the Company were both $114,100.

C. Details of the Company’s financial assets at amortised cost pledged to others as collateral are
provided in Note 8.

D. Information relating to credit risk of financial assets at amortised cost is provided in Note 12(2).

(4) Accounts receivable

December 31, 2023  December 31, 2022

Accounts receivable $ 33,217 $ 89,856
Less: Loss allowance ( 432) ( 432)
$ 32,785 $ 89,424

-179-



A. The ageing analysis of accounts receivable that were past due but not impaired is as follows:

December 31, 2023  December 31, 2022

Not past due $ 33,216 $ 89,801
Up to 30 days 1 55
31 to 90 days - -
91 to 180 days - -
Over 180 days - -

The above ageing analysis was based on past due date.

B. As of December 31, 2023 and 2022, accounts receivable and notes receivable were all from
contracts with customers. And as of January 1, 2022, the balance of receivables from contracts
with customers amounted to $197,495.

C. As of December 31, 2023 and 2022, without taking into account any collateral held or other credit
enhancements, the maximum exposure to credit risk in respect of the amount that best represents
the Company’s accounts receivable was $32,785 and $89,424, respectively.

D. As of December 31, 2023 and 2022, the Company held promissory notes and standby letters of
credit provided by customers as collateral for accounts receivable amounting to $359,701 and
$376,198, respectively.

E. Information relating to credit risk of accounts receivable is provided in Note 12(2).

(5) Inventories
December 31, 2023
Allowance for

Cost valuation loss Book value
Raw materials $ 15,695 ($ 11,785) $ 3,910
Work in progress 124,223 ( 84,749) 39,474
Finished goods 46,583 ( 23,002) 23,581
Goods 125,123 ( 123,472) 1,651
$ 311,624 ($ 243,008) $ 68,616

December 31, 2022
Allowance for

Cost valuation loss Book value
Raw materials $ 26,785 ($ 26,785) $ -
Work in progress 138,438 ( 100,679) 37,759
Finished goods 61,320 ( 39,841) 21,479
Goods 134,468 ( 35,509) 98,959
$ 361,011 ($ 202,814) $ 158,197
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The cost of inventories recognised as expense for the year:

Year ended December 31
2023 2022
Cost of goods sold $ 189,609 $ 399,210
Loss on decline in market value 40,193 188,173
Loss on scrapping inventories 617 -
$ 230,419 $ 587,383

(6) Investments accounted for using equity method

December 31, 2023  December 31, 2022

Subsidiaries:
C-Media Investments Limited $ 33,872 $ 34,943
C-Media Cultural Creative
Technology Inc. 903,093 853,010

$ 936,965 $ 887,953

Please refer to Note 4(3) to the consolidated financial statements for the year ended December 31,
2023 for the information regarding the Company’s subsidiaries.

(7) Property, plant and equipment

Buildings Machinery Office
Land and structures equipment equipment Total

At January 1, 2023
Cost $ 202,582 $ 84,244 § 3910 §$ 1,011 § 291,747
Accumulated depreciation - ( 33,722) ( 2,232) ( 357) ( 36,311)

$ 202,582 $ 50,522 § 1,678 § 654 § 255,436
2023
At January 1 $ 202,582 $ 50,522 § 1,678 $ 654 $ 255,436
Additions - - 8,401 - 8,401
Depreciation expense - ( 1,856) ( 1,608) ( 161) ( 3,625)
At December 31 $ 202,582 $ 48,666 $ 8,471 § 493 ' $ 260,212
At December 31, 2023
Cost $ 202,582 $ 83,840 § 10,613 § 839 § 297,874
Accumulated depreciation - ( 35,174) ( 2,142) ( 346) ( 37,662)

$ 202,582 $ 48,666 $ 8,471 § 493 § 260,212
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Buildings Machinery Office

Land and structures equipment equipment Total
At January 1, 2022
Cost $ 202,582 $ 84,768 § 5,069 § 959 $ 293,378
Accumulated depreciation - ( 32,235) ( 2,638) ( 379) ( 35,252)
$ 202,582 $ 52,533 § 2431 § 580 § 258,126
2022
At January 1 $ 202,582 $ 52,533 $ 2431 § 580 $ 258,126
Additions - - 388 248 636
Depreciation expense - ( 2,011) ( 1,141) ( 174) ( 3,326)
At December 31 $ 202,582 $ 50,522 § 1,678 $ 654 § 255,436
At December 31, 2022
Cost $ 202,582 $ 84,244 § 3910 § 1,011 § 291,747
Accumulated depreciation - ( 33,722) ( 2,232) ( 357) ( 36,311)
$ 202,582 $ 50,522 § 1,678 § 654 % 255,436

(8) Leasing arrangements — lessee

A. The Company leases various assets including business vehicles. Rental contracts are typically
made for periods of one to three years. 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.

B. Short-term leases with a lease term of 12 months or less comprise office equipment. On December
31, 2023 and 2022, payments of lease commitments for short-term leases amounted to $1,522 and
$1,523, respectively.

C. The carrying amount of right-of-use assets and the depreciation expense are as follows:

December 31, 2023 December 31, 2022

Book value Book value
Transportation equipment (Business vehicles) $ 5,828 $ 4,060
Year ended December 31
2023 2022

Depreciation expense Depreciation expense

Transportation equipment (Business vehicles) $ 2,993 $ 2,699

D. For the years ended December 31, 2023 and 2022, the additions to right-of-use assets were $4,761
and $2,402, respectively.

E. The information on profit and loss accounts relating to lease contracts is as follows:

Year ended December 31

2023 2022
Items affecting profit or loss
Interest expense on lease liabilities $ 119 $ 96
Expense on short-term lease contracts 1,522 1,523
Gains arising from lease modifications - 2
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F. For the years ended December 31, 2023 and 2022, the Company’s total cash outflow for leases
were $4,634 and $4,319, respectively.
(9) Intangible assets

2023
Royalty Software Total

At January 1, 2023
Cost $ 6,878 $ 1,517 $ 8,395
Accumulated amortisation and
impairment ( 150) ( 598) ( 748)

$ 6,728 $ 919 $§ 7,647
2023
At January 1 $ 6,728 $ 919 § 7,647
Additions - acquired separately - 992 992
Amortisation expense ( 757) ( 1,031) ( 1,788)
At December 31 $ 5971 $ 880 $ 6,851
At December 31, 2023
Cost $ 6,878 $ 1,578 $ 8,456
Accumulated amortisation and
impairment ( 907) ( 698) ( 1,605)

$ 5971 $ 880 $ 6,851

2022
Royalty Software Total

At January 1, 2022
Cost $ 20,000 $ 2,978 $ 22,978
Accumulated amortisation and
impairment ( 20,000) ( 391) ( 20,391)

$ - 3 2,587 $ 2,587
2022
At January 1 $ -3 2,587 $ 2,587
Additions - acquired separately 6,184 1,041 7,225
Reclassifications 683 - 683
Amortisation expense ( 139) ( 2,709) ( 2,848)
At December 31 $ 6,728 $ 919 § 7,647
At December 31, 2022
Cost $ 6,878 $ 1,517  $ 8,395
Accumulated amortisation and
impairment ( 150) ( 598) ( 748)

$ 6,728 $ 919 $§ 7,647
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Details of amortisation expense on intangible assets are as follows:

Year ended December 31

2023 2022
Operating costs $ 155§ 156
Selling expenses 184 113
Administrative expenses 121 95
Research and development expenses 1,328 2,484
$ 1,788 $ 2,848

(10) Other payables
December 31, 2023  December 31, 2022

Salaries and bonuses payable $ 34,184 § 30,160
Others 16,810 16,887
$ 50,994 § 47,047

(11) Pension

A. (a) The Company has a defined benefit pension plan in accordance with the Labor Standards Act,
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 Labor Standards Act. 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
the end of 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 recognised in the balance sheet are as follows:

December 31, 2023  December 31, 2022

Present value of defined benefit obligations $ 45939 $ 49,206
Fair value of plan assets ( 26,967) ( 29,353)
Net defined benefit liability $ 18,972 $ 19,853
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(c) Movements in net defined benefit liabilities are as follows:

Present value of
defined benefit Fair value of Net defined

obligations plan assets benefit liability
2023
At January 1 $ 49,206) $ 29,353 ($ 19,853)
Interest (expense) income ( 590) 352 ( 238)
( 49,796) 29,705 ( 20,091)
Remeasurements:
Return on plan assets (excluding
amounts included in interest income - 163 163
or expense)
Change in demographic assumptions - - -
Change in financial assumptions - - -
Experience adjustments 956 - 956
956 163 1,119
Paid pension 2,901 ( 2,901) -
At December 31 (3 45,939) $ 26,967 ($ 18,972)

Present value of

defined benefit Fair value of Net defined
obligations plan assets benefit liability
2022
At January 1 $ 54,876) $ 28,873 ($ 26,003)
Interest (expense) income ( 383) 202 ( 181)
( 55,259) 29,075 ( 26,184)
Remeasurements:
Return on plan assets (excluding
amounts included in interest income - 2,183 2,183
or expense)
Change in demographic assumptions - - -
Change in financial assumptions 1,617 - 1,617
Experience adjustments 2,531 - 2,531
4,148 2,183 6,331
Paid pension 1,905 ( 1,905) -
At December 31 (3 49,206) $ 29,353 ($ 19,853)
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(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 securitisation
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.
If the earnings is less than aforementioned rates, government shall make payment for the
deficit after being authorised by the Regulator. The Company has no right to participate in
managing and operating that fund and hence the Company is unable to disclose the
classification of plan assets fair value in accordance with IAS 19 paragraph 142. The
composition of fair value of plan assets as of December 31, 2023 and 2022 is given in the
Annual Labor Retirement Fund Utilisation Report announced by the government.

(e) Because the Company’s labor pension reserve has reached the current labor’s future pension,
the Company received approval letters from the Department of Labor, Taipei City
Government on May 3, 2019, April 24, 2020, May 19, 2021, May 24, 2022 and May 8, 2023
which the latest approval letter NO. 1126011075 was issued, and the contributions for labor
retirement reserves were suspended from June 2019 to May 2024.

(f) The principal actuarial assumptions used were as follows:

Year ended December 31
2023 2022
Discount rate 1.2% 1.2%
Future salary increases 3.00% 3.00%

Assumptions regarding future mortality experience are set based on actuarial advice in
accordance with published statistics and experience in each territory.

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 0.25% Decrease 0.25% Increase 0.25% Decrease 0.25%

December 31, 2023

Effect on present value of

defined benefit obligation ¢ 643) $ 658 § 532 (8 523)
December 31, 2022

Effect on present value of
defined benefit obligation ¢ 778) $ 798§ 661 ($ 649)

The sensitivity analysis above is based on one assumption which changed while the other
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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.
The methods and types of assumptions used in preparing the sensitivity analysis did not
change compared to the previous period.

(g) Expected contributions to the defined benefit pension plans of the Company for the year
ending December 31, 2024 amount to $0.

(h) As of December 31, 2023, the weighted average duration of the retirement plan is 6 years.

Within 1 year $ 2,345
2~35 years 25,643
Over 6 years 13,208

$ 41,196

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 defined contribution pension plans of the Company for the years
ended December 31, 2023 and 2022, were $8,067 and $7,638, respectively.

(12) Share-based payments

A. For the years ended December 31, 2023 and 2022, the Company’s share-based payment

arrangements were as follows:

Quantity granted

Type of arrangement Grant date (in shares) Contract period  Vesting conditions
Employee share options 2017.12.26 1,472,000 6 years 2~4 years’ service
Treasury shares sold to 2021.01.15 70,000 - Vested immediately
employees
Treasury shares sold to . .

2023.11.03 1,063,000 - Vested immediately

employees
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B. Details of the employee share options are as follows:

2023 2022
Weighted-average Weighted-average
No. of options exercise price No. of options exercise price
(in shares) (in dollars) (in shares) (in dollars)
Options outstanding at January 1 9,750 $ 22.40 104,250 $ 22.90
Options exercised ( 9,750) 22.40 ( 94,500) 22.79
Options outstanding at December 31 - - 9,750 22.40
Options exercisable at December 31 - - 9,750 22.40

C. The Company passed a resolution of the Board of Directors on May 3, 2022, and approved the
issuance of employee share options certificates by the Financial Supervisory Commission on
June 14, 2022. The total amount of issuance is 1,000 thousand units, and each unit of share option
certificate can warrant 1 share. Subsequently, the Company passed a resolution of the Board of
Directors on May 25, 2023 and approved to revise the issuance plan of employee share options
on May 30, 2023 by the Financial Supervisory Commission. As of December 31, 2023, it has not
yet been issued.

D. The weighted-average share price of share options at exercise dates for the years ended
December 31, 2023 and 2022 was $47.47 and $80.01, respectively.

E. As of December 31, 2023 and 2022, the range of exercise prices of share options outstanding
was $22.40 and $22.40 (in dollars), respectively; the weighted-average remaining contractual
period was 0 years and 0.98 years, respectively.

F. The fair value of share options granted by the Company is measured using the Black-Scholes

option-pricing model. Relevant information is as follows:

Expected
Exercise price Expected Fair value
Type of Stock price  price volatility Expected dividend Risk-free per unit
arrangement Grant date  (in dollars) (in dollars) (Note) option life rate interest rate  (in dollars)
Employee share 37.73% 0.61%
options 2017.12.26 23.25 2325  ~38.34% 4~5 years - ~0.68% 7.14~7.87

Note: Expected price volatility rate was estimated by using the share prices of the most recent
period with length of this period approximate to the length of the share options’ expected
life and taking into consideration the effect on changes in share trading prices due to annual
earnings distribution.

G. The Company set November 3, 2023 as the record date for share options. In accordance with the
Company’s Share Repurchase and Employee Incentive Plan, the shares repurchased by the
Company that were transferred to employees totaled 1,063 thousand shares, amounting to
$18,135. The average repurchased price was $17.06 per transferred price, and measured at their

fair value on the grant date.
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H. Expenses incurred on share-based payment transactions are shown below:
Year ended December 31
2023 2022
Equity-settled $ 34218 $ -

(13) Share capital
A. As of December 31, 2023, the Company’s authorised capital was $2,000,000, consisting of
200,000 thousand shares of ordinary share (including 20,000 thousand shares reserved for
employee share options, preferred shares with warrants and convertible bonds with warrant), and
the paid-in capital was $786,454 with a par value of $10 (in dollars) per share. All proceeds from
shares issued have been collected.
Movements in the number of the Company’s ordinary shares outstanding are as follows:

(Expressed in thousand shares)

2023 2022
January 1 78,636 79,885
Employee share options exercised 9 252
Retirement of treasury shares - ( 1,501)
December 31 78,645 78,636

B. To fulfil the Company’s working capital or to bring in strategic investors, the stockholders at
their meeting on June 17, 2022 adopted a resolution to raise additional cash through private
placement. The maximum number of shares to be issued through the private placement shall not
exceed 20,000 thousand shares with a par value of $10 per share. Pursuant to the Securities and
Exchange Act, the ordinary shares raised through the private placement are subject to certain
transfer restrictions and cannot be listed on the stock exchange until three years after they have
been issued and have been offered publicly. Other than these restrictions, the rights and
obligations of the ordinary shares raised through the private placement are the same as other
issued ordinary shares. The Company passed a resolution of the Board of Directors to cancel the
private placement of ordinary shares on March 24, 2023, and reported to the shareholders'
meeting on June 16, 2023.
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C. To fulfil the Company’s working capital or to bring in strategic investors, the stockholders at

their meeting on June 16, 2023 adopted a resolution to raise additional cash through private
placement. The maximum number of shares to be issued through the private placement shall not
exceed 20,000 thousand shares with a par value of $10 per share. Pursuant to the Securities and
Exchange Act, the ordinary shares raised through the private placement are subject to certain
transfer restrictions and cannot be listed on the stock exchange until three years after they have
been issued and have been offered publicly. Other than these restrictions, the rights and
obligations of the ordinary shares raised through the private placement are the same as other
issued ordinary shares. The Company passed a resolution of the Board of Directors to cancel the
private placement of ordinary shares on March 7, 2024, and will report to the shareholders'
meeting.
. A total numbers of 9,750 share options were exercised at an average price of $22.40 per share in
2023, and the amount of $219 had been received, and had been registered for the change on
November 24, 2023.
. Treasury shares
(a) On October 8, 2021 and May 7, 2020, the Board of Directors resolved to repurchase shares.

The actual repurchase is as follows:

December 31, 2023

Purpose of buyback
Sold to employees

Purpose of buyback

Sold to employees
Capital reduction through
retirement

Number of shares
at the beginning

Number of shares
at the end of

of the year Increase Decrease the year
(in thousand) (in thousand) (in thousand) (in thousand)
1,063 - ( 1,063)

December 31, 2022

Number of shares
at the beginning

Number of shares
at the end of

of the year Increase Decrease the year
(in thousand) (in thousand) (in thousand) (in thousand)
1,063 - - 1,063
1,501 - ( 1,501)
2,564 - ( 1,501) 1,063

(b) Pursuant to the R.O.C. Securities and Exchange Act, the number of shares bought back as

treasury shares should not exceed 10% of the number of the Company’s issued and

outstanding shares and the amount bought back should not exceed the sum of retained

earnings, paid-in capital in excess of par value and realised capital surplus. As of December

31, 2023, purchase of treasury shares recognised by the Company amounted to $0.
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(c) For the year ended December 31, 2023, the Company sold treasury shares to employees
amounting to 1,063 thousand shares, and the effective date for the share subscription of shares
was set on November 3, 2023. Please refer to Note 6(12)G for details.

(d) Pursuant to the R.O.C. Securities and Exchange Act, treasury shares should not be pledged as
collateral and is not entitled to dividends before it is reissued.

(e) Pursuant to the R.O.C. Securities and Exchange Act, treasury shares should be reissued to the
employees within five years from the reacquisition date and shares not reissued within the
five-year period are to be retired. Treasury shares to enhance the Company’s credit rating and
the stockholders’ equity should be retired within six months of acquisition.

(f) The Board of Directors resolved to cancel 1,501 thousand treasury shares on March 24, 2022,
and had been registered for the change on April 14, 2022.

(14) 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. However, capital surplus should not be used to cover accumulated deficit unless
the legal reserve is insufficient.

2023

Changes in equity of
associates and joint
ventures accounted Employee Expired employee

Share Treasury shares for using equity share share

premium transactions method options options Total

At January 1 $ 361,211 $ - % 1,615 $ 600 § 88,341 § 451,767

Advance receipts

for share capital

transferred into

share capital 193 - - ( 72) - 121

Changes in equity of

associates and joint

ventures accounted

for using equity

method - - 512 - - 512
Treasury shares

sold to employees - 34,256 - - - 34,256

At December 31 $ 361,404 $ 34,256 § 2,127 § 528§ 88,341 § 486,656
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2022

Changes in equity of
associates and joint
ventures accounted

Share

premium

Treasury shares for using equity

transactions method

Employee Expired employee

share share

options options

Total

At January 1 $

Advance receipts
for share capital
transferred into
share capital

Changes in equity of
associates and joint
ventures accounted

for using equity

method

Retirement of

treasury shares (

362,986 $ 19,426 $ 1,300

5,112

315

6,887) ( 19,426)

2,472 § 88,341 $

1,872)

- (

474,525

3,240

315

26,313)

At December 31 $

361,211 $ -3 1,615

600 § 88,341 §

451,767

(15) Retained earnings

A. Under the Company’s Articles of Incorporation, the current year’s earnings (profit before tax

that excludes employees’ compensation and directors’ remuneration), if any, shall first be used
to cover accumulated deficits. The remainder, if any, shall be appropriated no less than 1% for
employees’ compensation and no higher than 1% for directors’ remuneration. Employees’
compensation can be distributed in the form of stocks or cash. Employees who are entitled to
stock bonus include employees of subsidiaries of companies which the Company holds more
than 50% of shares. In addition, directors’ remuneration will be distributed in the form of cash
only.

. The Company’s dividend policy takes into consideration the Company’s current and future
development plan, investing environment, capital needs, as well as domestic industry
competition and shareholders’ interest, at least 1% of the Company’s distributable earnings
annually shall be appropriated as dividends unless the accumulated distributable earnings is
lower than 10% of paid-in share capital. The dividends will be distributed in the form of cash or
shares, if both cash and stock dividends are paid, 10%~90% of cash dividends shall be paid, and
the remaining shall be paid in the form of stock dividends.

. 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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D. In accordance with Paragraph 5 of Article 240 of the Company Act, the Board of Directors is
authorised by the Company to resolve the distribution of dividends and bonuses or legal reserve
and capital reserve, in whole or in part, in accordance with Paragraph 1 of Article 241 of the
Company Act in the form of cash by the resolution adopted by the majority vote at its meeting
attended by two-thirds of the total number of directors, and then reported it to the shareholders.

E. 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.

F. The appropriation of 2022 deficits and the distribution of 2022 cash dividends as resolved by the
shareholders on June 16, 2023 and the distribution of 2021 earnings as resolved by the

sharcholders June 17, 2022 are as follows:

Year ended December 31, 2022 Year ended December 31, 2021
Dividends per Dividends per
Amount share (in dollars) Amount share (in dollars)
Legal reserve $ - $ 45,216
Special reserve 1,005 193
Cash dividends 19,393 § 0.25 77,542 $ 1.00

The appropriation of 2022 deficits and the distribution of 2021 earnings were proposed pursuant
to a resolution passed by the Board of Directors on March 24, 2023 and March 24, 2022,
respectively. For the information relating to the distribution of earnings as approved by the
shareholders, please refer to the Market Observation Post System at the website of the Taiwan
Stock Exchange.

G. Details of the appropriation of 2023 deficits as proposed by the Board of Directors on March 7,
2024 are provided in Note 11.

(16) Operating revenue

Disaggregation of revenue from contracts with customers
The Company derives revenue from the transfer of goods at a point in time. The products sold by
the Company belong to a single product, and the revenue is subdivided in the following major

geographical regions:

2023 2022
Taiwan $ 109,676 $ 229,916
Mainland China 288,133 435,655
Others 19,830 59,935
$ 417,639 $ 725,506
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(17) Interest income

Interest income from bank deposits
Other interest income

(18) Other income

Compensation income
Rent income
Other income, others

(19) Other gains and losses

Foreign exchange (losses) gains
Gains arising from lease modifications
Other losses

(20) Expenses by nature

Employee benefit expense

Professional service fees

Processing fees

Commissioned research expense
Research and development materials
Depreciation expense

Royalty fees

Amortisation expense on intangible assets
Operating lease payments

(21) Employee benefit expense

Wages and salaries

Pension costs

Compensation cost of share-based payments
Labor and health insurance fees

Other personnel expenses
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2023 2022

$ 4,073 $ 1,821

62 29

$ 4,135 $ 1,850
2023 2022

$ 18,134 $ -

248 360

2,043 771

$ 20,425 $ 1,131
2023 2022

($ 624) $ 23,355

_ 2

_ 309)

($ 624) $ 23,048
2023 2022

$ 264316 $ 190,673

43,171 27,668

40,255 41,475

12,590 31,198

10,041 13,570

6,618 6,025

1,894 1,401

1,788 2,848

1,522 1,523

$ 382,195 $ 316,381
2023 2022

$ 173,749 $ 164,841

37,538 7,819

34,218 -

13,629 13,201

5,182 4.812

$ 264316 $ 190,673




A. Under the Company’s Articles of Incorporation, the current year’s earnings (profit before tax
that excludes employees’ compensation and directors’ remuneration.), if any, shall first be used
to cover accumulated deficit. The remainder, if any, shall be appropriated no less than 1% for
employees’ compensation and no higher than 1% for directors’ remuneration.

B. Considering that the profit and loss in 2023 and 2022 are losses, the Company did not estimate
employees’ compensation and directors’ remuneration.

(22) Income tax
A. Income tax expense

(a) Components of income tax expense:

2023 2022
Current income tax:
Current income tax on profits for the year $ - $ 9,852
Tax on unappropriated retained earnings - 10,137
Prior year income tax overestimation ( 7,421) ( 626)
Total current income tax ( 7.421) 19.363
Deferred income tax:
Origination and reversal of temporary
differences ( 224) ( 1,266)
Total deferred income tax ( 224) ( 1,266)
Income tax expense ($ 7,645) $ 18,097
(b)The income tax (charge)/credit relating to components of other comprehensive income is as
follows:
2023 2022
Remeasurement of defined benefit plans $ 224§ 1,266

(c) There was no income tax charged/(credited) to equity during the period.

B. Reconciliation between income tax expense and accounting profit

2023 2022
Tax calculated based on loss before s 22.390) (§ 21.713)
tax and statutory tax rate
Effect from items disallowed by tax regulation ( 9,914) ( 5,133)
Income exempted according to tax law 32,080 35,432
Prior year income tax overestimation ( 7,421) ( 626)
Tax on unappropriated retained earnings - 10,137
Income tax expense ($ 7,645) $ 18,097
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C. Amounts of deferred income tax assets as a result of temporary differences are as follows:

2023
Recognised
in other
Recognised in  comprehensive
January 1 profit or loss income December 31
Deferred income tax assets:
-Temporary differences
Accrued pension liabilities $ - 3 224 (§ 224) § -
2022
Recognised
in other
Recognised in  comprehensive
January 1 profit or loss income December 31
Deferred income tax assets:
-Temporary differences
Accrued pension liabilities $ - 3 1,266 ($ 1,266) $ -

D. The amounts of deductible temporary difference that are not recognised as deferred income tax
assets are as follows:

December 31, 2023  December 31, 2022

Deductible temporary differences $ 529,788 § 369,390

E. The Company’s income tax returns through 2021 have been assessed and approved by the Tax
Authority.

(23) Losses per share

Year ended December 31, 2023

Weighted average
number of common  Losses per
shares outstanding share
Amount after tax (in thousands) (in dollars)
Basic losses per share
Loss attributable to common shareholders (3 104,301) 77,755 ($ 1.34)
Diluted losses per share
Loss attributable to common shareholders ( 104,301) 77,755
Assumed conversion of all dilutive potential
common shares
Employee share options - -
Employees’ compensation - -
Loss attributable to common shareholders plus
assumed conversion of all dilutive potential
common shares (3 104,301) 77,755 ($ 1.34)
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Year ended December 31, 2022

Weighted average
number of common  Losses per
shares outstanding share
Amount after tax (in thousands) (in dollars)
Basic losses per share
Loss attributable to common shareholders (3 126,662) 77,558 ($ 1.63)
Diluted losses per share
Loss attributable to common shareholders ( 126,662) 77,558
Assumed conversion of all dilutive potential
common shares
Employee share options - -
Employees’ compensation - -
Loss attributable to common shareholders plus
assumed conversion of all dilutive potential
common shares 8 126,662) 77,558 ($ 1.63)

Employee share options and employees’ compensation are excluded in the calculation of earnings
per share since such shares are antidilutive in 2023 and 2022.

(24) Supplemental cash flow information

Investing activities with partial cash payments:

2023 2022
Purchase of intangible assets $ 992 $ 7,225
Purchase of property, plant and equipment 8,401 636
Add: Opening balance of payable on equipment 4,662 2,420
Less: Ending balance of payable on equipment ( 413) ( 4,662)
Cash paid during the year $ 13,642 § 5,619

7. Related Party Transactions

(1) Parent and ultimate controlling party

None.
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(2) Names of related parties and relationship

Names of related parties Relationship with the Company

The company’s subsidiary is a corporate
director of the Company.
The company’s director is the Company’s

Realtek Semiconductor Corporation

HIM International Music Inc.

subsidiary
Yida International Hospital Management & The company’s director is the Company’s
Consultant Co., Ltd. chairman
IMicron Technology Corp. The company’s director is the Company’s
chairman
C-Media Investments Limited The Company’s subsidiary
C-Media Cultural Creative 1
Th ’
Technology Inc. e Company’s subsidiary
Good Music Cultural Creative . e
Th ’ -t
Technology Inc. e Company’s second-tier subsidiary

(3) Significant related party transactions
A. Purchases

2023 2022
Purchases of goods:
- Realtek Semiconductor $ 42,449 § 336,474
- Other related parties - 4
$ 42,449 $ 336,478

Purchases from related parties have no other similar transactions for comparison, and the price and
term are made under mutual agreement. The payment terms are the same as that of the general
suppliers, 30 to 60 days. The payables are non-interest bearing.
B. Licensing agreement
2023 2022

Royalty fees:
- Realtek Semiconductor $ 1,117 $ 823

The Company paid the royalty fees for the technology authorization of related products to the
above-mentioned related parties based on the contract, and the payment terms are 30-49 days after
the monthly billings.
C. Other expenses
2023 2022

Service charge:
- Other related parties $ 559 § 470

It pertained to the service charge for health management consultation which was paid based on

mutual agreements.
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D. Other income

2023 2022

Other income:
- Other related parties $ 1,905 $ -

It pertained to the income for the cooperative development project which was received based on
mutual agreements.

E. Payables to related parties

December 31, 2023  December 31, 2022

Accounts payable:

- Realtek Semiconductor $ 7,831 $ 46,553
Other payables

- Realtek Semiconductor $ 46 3 96

- Other related parties - 4,469

$ 46 $ 4,565

The payables to related parties arise mainly from purchases. Other payables arise mainly from
royalty fees and purchase of intangible assets.

F. Property transactions:

Acquisition of other assets:

2023 2022
Accounts Consideration Consideration
- Other related parties Intangible assets $ - 3 6,184
(4) Key management compensation
2023 2022
Salaries and other short-term employee benefits $ 19,150 $ 19,532
Share-based payments 32,190 -
Post-employment benefits 29,463 216
$ 80,803 $ 19,748
8. Pledged Assets
The Company’s assets pledged as collateral are as follows:
Book value
Pledged asset December 31, 2023 December 31, 2022 Purpose
Non-current financial assets
at amortised cost
- certificates of deposits $ 1,000 $ 1,000 Customs guarantee
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9. Significant Contingent Liabilities and Unrecognised Contract Commitments

(1) Contingencies
The Company has contingent liabilities of legal claims arising from ordinary operating activities, but

it is not expected that any material liabilities will arise from the contingent liabilities.
(2) Commitments
None.

10. Significant Disaster Loss

None.

11. Significant Events after the Balance Sheet Date

(1) The appropriations of 2023 deficits as proposed by the Board of Directors on March 7, 2024 are

as follows:
Year ended December 31, 2023
Dividends per share
Amount (in dollars)
Cash dividends $ 19,661 $ 0.25

As of March 7, 2024, the appropriations of 2023 deficits has not been resolved at the stockholders’
meeting.

(2) On March 7, 2024, the Company passed a resolution of the Board of Directors to cancel the private
placement of ordinary shares which was passed on June 16, 2023. Please refer to Note 6(13)C for
details.

(3) To fulfil the Company’s working capital or to bring in strategic investors, the stockholders at their
meeting on March 7, 2024 adopted a resolution to raise additional cash through private placement
with the limit of 20,000 thousand shares with a par value of $10 per share. As of March 7, 2024, it
has not yet been passed at the shareholders' meeting.

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. The Company monitors capital on the basis of the
gearing ratio. This ratio is calculated as total liabilities divided by total capital. Total capital is

calculated as ‘equity’ as shown in the parent company on balance sheet plus total liabilities.
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During the year ended December 31, 2023, the Company’s strategy, which was unchanged from
2022, was to maintain the gearing ratio within 5% to 20%. The gearing ratios at December 31, 2023
and 2022 were as follows:

December 31, 2023  December 31, 2022

Total liabilities $ 109,588 $ 152,784
Total equity 1,613,572 1,682,619
Total capital $ 1,723,160 $ 1,835,403
Gearing ratio 6% 8%

(2) Financial instruments

A. Financial instruments by category
December 31, 2023  December 31, 2022

Financial assets
Financial assets at fair value through other
comprehensive income

Designation of equity instrument $ 9,052 § 9,052
Financial assets at amortised cost

Cash and cash equivalents $ 266,327 $ 291,958
Financial assets at amortised cost 114,100 114,100
Accounts receivable 32,785 89,424
Other receivables 1,131 92
Guarantee deposits paid 3,919 2,799
Other financial assets 1,180 1,550

$ 419,442 $ 499,923

Financial liabilities

Financial liabilities at amortised cost

Notes payable $ 84 $ -
Accounts payable(including related parties) 24,602 53,066
Other payables 50,994 47,047
Guarantee deposits received - 30

$ 75,680 $ 100,143
Lease liabilities $ 5,882 §$ 4,114

B. Financial risk management policies

(a) The Company’s activities expose it to a variety of financial risks: market risk (including
foreign exchange risk and price risk), credit risk and liquidity risk.

(b) Risk management is carried out by a central finance department (Company finance) under
policies approved by the Board of Directors. Company finance identifies, evaluates and
hedges financial risks in close co-operation with the Company’s operating units. The Board
provides written policies covering specific areas and matters, such as foreign exchange risk,
interest rate risk, credit risk, use of derivative financial instruments and non-derivative
financial instruments, and investment of excess liquidity.

C. Significant financial risks and degrees of financial risks
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(a) Market risk

Foreign exchange risk

1. 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 and recognised assets and liabilities.

i1. Management has set up a policy to require companies to manage their foreign exchange
risk against their functional currency.

iii. The Company has certain investments in foreign operations, whose net assets are exposed
to foreign currency translation risk.

iv. The Company’s businesses involve some non-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, 2023

Foreign currency
amount Book value
(in thousands) Exchange rate (NTD)

(Foreign currency: functional currency)
Financial assets
Monetary items
USD:NTD $ 2,777 3071 $ 85,290
Non-monetary items
Investments accounted for using
equity method
USD:NTD $ 1,103 3071 $ 33,872
Financial liabilities

Monetary items
USD:NTD $ 511 30.71  $ 15,682
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December 31, 2022

Foreign currency
amount Book value
(in thousands) Exchange rate (NTD)

(Foreign currency: functional currency)

Financial assets
Monetary items
USD:NTD $ 3,634 3071 § 111,586
Non-monetary items
Investments accounted for using
equity method
USD:NTD $ 1,138 30.71 $ 34,943
Financial liabilities

Monetary items
USD:NTD $ 1,728 30.71  $ 53,053

v. The total exchange gain (loss) arising from significant foreign exchange variation on the
monetary items held by the Company for the years ended December 31, 2023 and 2022,
amounted to ($624) and $23,355, respectively.

vi. Analysis of foreign currency market risk arising from significant foreign exchange

variation:
Year ended December 31, 2023
Sensitivity analysis

Effect on Effect on other
Degree of profit or loss comprehensive
variation before tax income before tax

(Foreign currency: functional currency)
Financial assets
Monetary items
USD:NTD 1% $ 853 § -
Financial liabilities

Monetary items
USD:NTD 1% $ 157 $ -
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Year ended December 31, 2022
Sensitivity analysis
Effect on Effect on other
Degree of profit or loss comprehensive
variation before tax income before tax

(Foreign currency: functional currency)
Financial assets

Monetary items
USD:NTD 1% $ 1,116 $ -

Financial liabilities

Monetary items
USD:NTD 1% $ 531 $ -

Price risk

1.

11.

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. To manage its price risk arising from investments in equity
securities, the Company diversifies its portfolio. Diversification of the portfolio is done in
accordance with the limits set by the Company.

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 increased
/decreased by 1% with all other variables held constant, other components of equity for
the years ended December 31, 2023 and 2022 would have increased/decreased by $72 and
$72, respectively, as a result of other comprehensive income classified as equity

investment at fair value through other comprehensive income.

(b) Credit risk

1.

1l.

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.

The Company manages their credit risk taking into consideration the entire company’s
concern. For banks and financial institutions, only rated parties with a good credit rating
are accepted. According to the Company’s credit policy, each local entity in the Company
is responsible for 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. Individual risk limits are set based on internal
or external ratings in accordance with limits set by the general managers. The utilisation
of credit limits is regularly monitored.
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iii. The Company adopts the assumptions under IFRS 9, the default occurs when the contract

payments are past due over 90 days.

iv. The Company adopts following assumptions 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 Company classifies customers’ accounts receivable in accordance with credit rating

of customer. The Company applies the modified approach using a provision matrix based

on the loss rate methodology to estimate the expected credit loss.

vi. 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

reorganisation due to their financial difficulties;

(i1) The disappearance of an active market for that financial asset because of financial

difficulties;

(ii1) Default or delinquency in interest or principal repayments.

vil.

Viil.

1X.

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.
The Company adjusted historical and timely information to assess the default possibility
of allowance for uncollectible accounts. On December 31, 2023 and 2022, the
Company’s expected loss rates on past due and not past due accounts receivable were
both insignificant.
Movements in relation to the Company applying the modified approach to provide loss
allowance for accounts receivable are as follows:
2023
Loss allowance for

accounts receivable
At January 1 (December 31) $ 432

2022
Loss allowance for

accounts receivable
At January 1 (December 31) $ 432
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(c) Liquidity risk

i. Cash flow forecasting is performed in the operating entities of the Company and
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. Such forecasting takes into consideration of the compliance with balance sheet
ratio targets and external regulatory and legal requirements.

ii. 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, 2023 Between
Within 1 year 1 and 5 years  Over 5 years

Accounts payable

(including related parties) $ 24,6023 - 3 i
Other payables 50,994 - -
Lease liabilities 2,772 3,320 -

Non-derivative financial liabilities:
December 31, 2022 Between
Within 1 year 1 and 5 years  Over 5 years

Accounts payable

(including related parties) 3 53,066 $ - 3 i
Other payables 47,047 - -
Lease liabilities 2,552 1,666 -
Other financial liabilities - 30 -

(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.

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.

B. The carrying amounts of financial instruments not measured at fair value (including cash and
cash equivalents, accounts receivable, other receivables, notes payable, accounts payable and

other payables) are approximate to their fair values.
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C. 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 at December 31,
2023 and 2022 is as follows:

(a) The related information of natures of the assets and liabilities is as follows:
December 31, 2023 Level 1 Level 2 Level 3 Total

Assets
Recurring fair value measurement

Financial assets at fair value through
other comprehensive income

- Equity securities $ - $ - $ 9,052 $ 9,052
December 31, 2022 Level 1 Level 2 Level 3 Total

Assets
Recurring fair value measurement

Financial assets at fair value through
other comprehensive income

- Equity securities $ -3 - $ 9052 $ 9,052

(b) The methods and assumptions the Company used to measure fair value are as follows:

1. The fair value of financial instruments is obtained by evaluation techniques or refer to
quotations from counterparties.

ii. When assessing non-standard and low-complexity financial instruments, for example,
debt instruments without active market, interest rate swap contracts, foreign exchange
swap contracts and options, the Company adopts valuation technique that is widely used
by market participants. The inputs used in the valuation method to measure these
financial instruments are normally observable in the market.

iii.  The Company takes into account adjustments for credit risks to measure the fair value
of financial and non-financial instruments to reflect credit risk of the counterparty and
the Company’s credit quality.

D. For the years ended December 31, 2023 and 2022, there was no transfer between Level 1 and
Level 2.
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E. The following chart is the movement of Level 3 for the years ended December 31,2023 and 2022:

2023 2022
Equity instrument ~ Equity instrument
At January 1 $ 9,052 §$ -
Gain or loss recognised in other comprehensive income
Recorded as unrealised gains (losses) from

investments in equity instruments measured at

fair value through other comprehensive income - ( 1,597)
Acquired in the period - 10,649
At December 31 $ 9,052 §$ 9,052

F. For the years ended December 31, 2023 and 2022, there was no transfer into or out form Level
3.

G. Company finance 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, and frequently calibrating valuation model, performing back-testing, updating
inputs used to the valuation model and making any other necessary adjustments to the fair value.

H. 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:

Significant Range Relationship of
Fair value at Valuation unobservable (weighted inputs to fair
December 31, 2023 technique input average) value
Unlisted $ 9,052 Net asset value Not applicable Not applicable Not applicable
shares
Significant Range Relationship of
Fair value at Valuation unobservable (weighted inputs to fair
December 31, 2022 technique input average) value
Unlisted $ 9,052 Net asset value Not applicable Not applicable Not applicable
shares
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13. Supplementary Disclosure

(1) Significant transactions information

A.
B.
C.

H.

L.
J.

Loans to others: None.
Provision of endorsements and guarantees to others: None.
Holding of marketable securities at the end of the period (not including subsidiaries, associates

and joint ventures): Please refer to table 1.

. 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: None.
Receivables from related parties reaching $100 million or 20% of paid-in capital or more: None.
Trading in derivative instruments undertaken during the reporting periods: None.

Significant inter-company transactions during the reporting periods: None.

(2) Information on investees

Names, locations and other information of investee companies (not including investees in Mainland
China): Please refer to table 2.

(3) Information on investments in Mainland China

A.
B.

Basic information: Please refer to table 3.
Significant transactions, either directly or indirectly through a third area, with investee companies

in the Mainland Area: None.

(4) Major shareholders information

Major shareholders information: Please refer to table 4.

14. Segment Information

Not applicable.
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VI.Has the Company or its Affiliates experienced Financial Difficulties for the Most
Recent Fiscal Years up to the Annual Report Publication Date: None.
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Seven. Financial Status, Operating Results and Status of Risk Management

I. Financial Status

Unit: NT$ thousands

Year Changes

Item 2023 2022 Amount %

Current Assets 663,760 775,432 (111,672) (14.40)
Long-term investments (Note 1) 725,515 741,897 (16,382) (2.21)
Property, plant and equipment 260,212 255,436 4,776 1.87
Intangible assets 6,851 7,647 (796) (10.41)
Other assets 69,333 56,149 13,184 23.48
Total assets 1,725,671 1,836,561 (110,890) (6.04)
Current liabilities 89,881 132,425 (42,544) (32.13)
Non-current liabilities 22,218 21,517 701 3.26
Total liabilities 112,099 153,942 (41,843) (27.18)
Share capital 786,454 786,356 98 0.01
Capital surplus 486,656 451,767 34,889 7.72
Retained earnings 342,764 465,563 (122,799) (26.38)
Other equity interest (2,302) (21,067) 18,765 (89.07)
Total equity 1,613,572 1,682,619 (69,047) (4.10)

1.Analysis of Changes equal to or over 20% -

(1)Increase in Other assets : Mainly due to increase in non-current financial assets at fair value through

other comprehensive income in 2023.

(2)Decrease in Current liabilities - Mainly due to decrease in accounts payable and current tax liabilities in

2023.

(3)Decreased in Retained earnings - Mainly due to decrease in net income of 2023.
the transfer of treasury stocks to employees in 2023.

(4)Increase in Other equity : Mainly due to

2. Future plan for response:

The above were normal trading activities and had no significant impact on the Company's financial

position.

Note 1 : Investments accounted for under equity method.
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I1. Operational Results

Unit: NT$ thousands

o Year o023 2022 | Changes C}j/;r?gfes

Operating revenue 417,639 725,544 (307,905) (42.44)
Operating costs (230,419)| (587,383) 356,964 (60.77)
Gross profit from operations 187,220 138,161 49,059 35.51
Operating expenses (375,655)| (302,895) (72,760) 24.02
Net operating (loss) income (188,435)| (164,734) (23,701) 14.39
Non-operating income and expenses 77,042 59,509 17,533 29.46
(Loss) Profit before income tax (111,393)| (105,225) (6,168) 5.86
Income tax expense 7,092 (21,437) 28,529 (133.08)
(Loss) Profit for the year (104,301)| (126,662) 22,361 (17.65)

1. Analysis of Changes equal to or over 20% :

(1)Decrease in Operating revenue and Gross profit : Mainly due to the decrease in sales in 2023.
(2)Increase in Operating expenses - Mainly due to the increase in salary expenses for the transfer off
treasury stocks to employees and retirement pay in 2023.
(3)Increase in Non-operating income and expenses : Mainly due to the increase in compensation income
1s attributed to customer order cancellations in 2023.
(4)Decrease in Income tax expense ; Mainly due to the decrease in profit before income tax in 2023.
2.Expected sales quantity and its basis, important production and marketing policies :

In 2024, in addition to consolidating the existing USB Audio market, we will also put resource on
expanding the PC Audio market. Several customers wireless audio products have already been
mass-produced this year, and future products will bundle new software features to attract more
customers and increase market share.

In addition to the integration of software, hardware, and firmware, our company develops
customizable firmware and software, which not only lowers the threshold for manufacturers'
development but also shortens their development time. In the future, we will focus on the integration of]
personal and home entertainment systems to meet the different needs of different customers. For
example, we will focus on the promotion of acoustic technology in mobile devices, help customers
develop innovative product applications, reduce sales costs and accelerate the time required for product
launch, creating a win-win situation for both supply and sales.

This year, the finished product business is projected to experience growth in sales, driven by ongoing
reinforcement and expansion of our new product portfolio. As the post-pandemic economy gradually
returns to normalcy, and with continuous efforts to expand our brand presence through client channels,
we anticipate improved performance compared to last year. In terms of supply chain management, it is
crucial to maintain adequate stock levels, ensure safety inventory, and diversify supply sources to
mitigate supply chain risks.
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II1. Cash Flow

Unit: NT$ thousands

1.Analysis of the Change in Cash Flow in 2023 :

The . . Remedy for Cash Shortage
A Net Cash Provided | Net Cash Used in Effect of 4 - =
beginning of . . The end of Financial
by Operating Investing and Exchange Investment
Cash L . . L Cash Balance leverage
Activities Financing Activities Rate plan
Balance plan
403,278 26,390 3,141 (1,240) 431,569 - -

(1)Operating activities - Net cash inflow is mainly due to increase in operating income and dividend revenues.
(2)Investing and financing activities : Net cash inflow is mainly due to the treasury shares sold to employees.
2.Cash Liquidity Improvement Plan : Not applicable.
3.Cash Flow Projection for Next Year:

. . Remedy for Cash Shortage
. Estimated annual net | Estimated annual net . - -
The beginning . Estimated Cash Financial
cash flow from cash flow from Investing Investment
of Cash Balance . A . . L Balance leverage
Operating Activities | and Financing Activities plan plan
431,569 (73,450) (30,303) 327,816 - -

(1)Operating activities : Net cash inflow is mainly due todecrease in operating income.

(2)Investing and financing activities : Net cash outflow is mainly due to distribution of cash dividends.

IV.Impact on Financial and Business associated with Major Capital Expenditures in
the Most Recent Fiscal Year: None.
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V. Investment policies in the most recent fiscal Year, the reasons for losses and plans to
improve for next year: None.

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 -
Our exposure to interest rate risks arises from time deposits with floating rates, which are not
significant and are normally incurred to support our operating activities. The 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.

2. 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 Company is committed to the development of its own business and is prudent and conservative.
The Company does not engage in high-risk, high-leverage investments, and its policies regarding the
lending of funds to others, endorsement and guarantee, and derivative transactions are in compliance
with the Company's "Procedures for Loaning of Funds and Making of Endorsements/Guarantees", and
"Procedures for the Acquisition or Disposal of Assets", and are handled in consideration of financial
business needs.

3. Future R&D plans and expected R&D spending:
Future R&D plans: Please refer to page 60 of this annual report.
The expected R&D spending for next year will be approximately NT$202 million.

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

5. 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.

6. Impact on Company’s crisis management associated with changes in corporate image, and
corresponding reactions:
The Company has always adhered to the principles of professionalism and ethical management, and has
always attached great importance to its corporate image. As of the printing date of the annual report,
there has been no corporate crisis caused by the change of corporate image.
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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: None.

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:

12.1. For the most recent fiscal years up to the annual report publication date, all facts of litigious &
non-litigious agent or administrative litigation that have been determined in a judgment or
currently in progress the result of which may have a significant impact upon shareholders' equity
or securities prices: None.

12.2. Directors, supervisors, presidents, persons in charge of the Company, substantial shareholders
holding more than 10% of the shares, and affiliates of the Company have had significant lawsuits,
non-litigation or administrative disputes determined or are still pending, the outcome of which
may have a significant impact on shareholders' equity or securities prices: None.

13. Other important risks and measures: None.

VII. Other Material Events: None.
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Eight. Special Items

L.Information of Affiliated Companies

1. Consolidated Business Report of the Affiliated Companies
(1) Chart of the Affiliated Companies

100% C-MEDIA
» INVESTMENTS
C-MEDIA LTD.
ELECTRONICS ||
INC.
| C-MEDIA GOOD MUSIC
g CULTURAL > CULTURAL
100% CREATIVE 100% CREATIVE
TECHNOLOGY TECHNOLOGY
INC. INC.
(2)Basic information of the Affiliated Companies
Dec. 31,2023  Unit: Thousands
Date of Pl f Paid-i
Company Name ateo . .ace 0. ald. o Main Business Activities
Incorporation | Registration Capital

C-MEDIA INVESTMENTS LTD. 2008.07.24 Hong Kong USD5,300 Investment holdings
Hardware/software development,
technology research and

C-MEDIA CULTURAL . development. and market
2019.01.2 T TD . ’

CREATIVE TECHNOLOGY INC. 019.01.29 arwan NTD75,000 operations related to technology
creativity and multimedia
entertainment business.
Hardware/software development,
technology research and

GOOD MUSIC CULTURAL . development, and market
2019.10.15 T: NTD100,000 .

CREATIVE TECHNOLOGY INC. arwan ’ operations related to technology
creativity and multimedia
entertainment business.

(3)The shareholders in common of the Affiliates presumed to have a

subordination: None.

(4) The industries covered by the business operated by the affiliates overall :

relationship of control and

The businesses operated by the Company and affiliates include sales and market development services for

multimedia products such as electronic components,

speakers, MP3 and MP4,

as well as

hardware/software development, technology research and development, and market operations related to
technology creativity and multimedia entertainment.
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(5) Directors, Supervisors, and Presidents of the Affiliates :

Dec. 31,2023  Unit: Thousands

Company Name

Title

Name or Representative

Paid-in Capital Shareholding Ratio

C-MEDIA ELECTRONICS INC.

C-MEDIA INVESTMENTS LTD. Director . . USDS5,300 100%

(Representative: Cheng, Chi-Kang)

C-MEDIA CULTURAL CREATIVE . C-MEDIA ELECTRONICS INC.

Director . . NTD75,000 100%

TECHNOLOGY INC. (Representative: Cheng, Chi-Chen)

C-MEDIA CULTURAL CREATIVE

GOOD MUSIC CULTURAL CREATIVE .

Director TECHNOLOGY INC. NTD100,000 100%

TECHNOLOGY INC.

(Representative: Cheng, Chi-Chen)

(6) Operation Highlights of the Affiliates -

Dec. 31, 2023  Unit: NTD$ Thousands

Company Nam Paid-in Total Total Net Operating Oilralera;ing Clirrgr:t EPS
ompany N capital Assets liabilities worth revenues (1‘; oss)e 1()1(:;5) (NT$)
C-MEDIA INVESTMENTS 162,763 33.872 0 33,872 (33) (1,794) | (0.34)
C-MEDIA CULTURAL
CREATIVE 75,000 905,224 2,131 903,093 (3,901) 40,887 5.45
TECHNOLOGY INC.
GOOD MUSIC
CULTURAL CREATIVE 100,000 67,748 380 67,368 (961) (9,339) (0.93)
TECHNOLOGY INC.

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.

3. Consolidated Business Report of the Affiliated Companies : None.
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II.Private Placements of Securities for the Most Recent Fiscal Years up to the
Annual Report Publication Date
None.

III.Holding or Disposal of the Company's Shares by Subsidiaries of the
Company for the Most Recent Fiscal Years up to the Annual Report
Publication Date
None.

IV. Other Necessary Supplements
None.

Nine. Significant events with impact on shareholders’ rights or stock price
regulated in Article 36-3-2 of the Securities and Exchange Act
happened for the Most Recent Fiscal Years up to the Annual Report
Publication Date: None.
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