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Representation Letter

The entities required to be included in the consolidated financial statements of Shihlin
Paper Co., Ltd. as of and for the year ended December 31, 2022, under the Criteria
Governing the Preparation of Affiliation Reports, Consolidated Business Reports and
Consolidated Financial Statements of Affiliated Enterprises are the same as those included
in the consolidated financial statements prepared in conformity with the International
Financial Reporting Standards 10. In addition, the information required to be disclosed in
the combined financial statements is included in the consolidated financial statements.
Consequently, the Company and its subsidiaries do not prepare a separate set of combined

financial statements.

Sincerely,

Company Name: Shihlin Paper Co., Ltd.
Chairman: Tai Shih Trading Co., Ltd.
March 13, 2023



Independent Auditors’ Report

To the Board of Directors of Shihlin Paper Co., Ltd.,

Opinion

We have audited the accompanying financial statements of Shihlin Paper Co., Ltd. (the
Company) and its subsidiaries (collectively referred to as “the Group”), which comprise the
consolidated balance sheets for January 1 to December 31, 2022 and 2021, and the consolidated
statements of comprehensive income, changes in equity, cash flows for the years then ended,
and the notes to 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 of December 31, 2022 and
2021, and its consolidated financial performance and its consolidated cash flows for January 1
to December 31, 2022 and 2021 in accordance with the Regulations Governing the Preparation
of Financial Reports by Securities Issuers and International Financial Reporting Standards
(IFRS), International Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC
Interpretations (SIC) endorsed and issued into effect by the Financial Supervisory Commission
of the Republic of China.

Basis of Opinion

We conducted our audits in accordance with the Regulation Governing Auditing and
Certification of Financial Statements by Certified Public Accountants and the auditing
standards of R.O.C. Our responsibilities under those standards are further described in the CPAs’
Responsibilities for the Audit of the consolidated financial statements of our report. We are
independent of the Group in accordance with the Norm of Professional Ethics for Certified
Public Accountants of the Republic of China, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters



Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements for the year ended December
31, 2022. These matters were addressed in the context of our audit of the consolidated financial
statements as a whole in forming our opinion thereon, and we do not provide a separate opinion
on these matters.

Income Recognition

For the accounting policy of revenue, please refer to Note (V)15 for income recognition
of the consolidated financial statements.

As part of the sales income of the Group is from sales to distributors, and the Group shall
pay incentives, slotting fees, and advertising sponsorship fees to distributors upon contract
signing, and part of the inventory is stored in the distributors’ warehouses. Thus, contract
conditions may affect income recognition, so income recognition is a key audit item.
Corresponding audit procedure

Our main audit procedure is as follows:

+ Assess the reasonableness of the accounting treatment of income recognition (including sales

discounts and returns).

* Test the effectiveness of the internal control system design and implementation with regard to

income.

*Analyze the new sales customers for the current period who are related parties with a
significant transaction amount or rank among the top ten sales customers to confirm that the

income recognition is in line with the realization principle.

*Test the sales samples for a period before and after the end of the year according to the
delivery conditions to evaluate the correctness during the income recognition period.

Tangible Asset Impairment Assessment

For the accounting policy for tangible asset impairment, please refer to Note (1V) 11 of the
consolidated financial statements; for the uncertainty of accounting estimates and assumptions

in assessing tangible asset impairment, please refer to Note (V) of the consolidated financial
~ || ~



statements.

As of December 31, 2022, the Group’s property, plant, and equipment amounted to
NT$1,635,475 thousands, and the investment property amounted to NT$4,260,464 thousands.
We assess whether there are any signs that the Group’s tangible assets may have been impaired
at each balance sheet date. If there are any signs of impairment, it is necessary to estimate the
asset’s recoverable amount. If it is impossible to estimate the recoverable amount in an
individual asset, estimate the recoverable amount in the cash-generating unit to which the asset
belongs. Since the total amount in the above-mentioned tangible assets is NT$5,895,939
thousands (accounting for 63.41% of the total consolidated assets), and the estimation of the
recoverable amount involves many assumptions and estimates, the impairment assessment of
tangible assets is a key audit item.

Corresponding audit procedure

Our main audit procedures for the key audit items above include:
* Understand the Company’s asset impairment assessment methods and implementation status;
* Obtain the impairment evaluation form from the management and evaluate its reasonableness;

* Assess the reasonableness of the cash-generating unit and recoverable amount in the assets

identified by the management.

Other Matters

Shihlin Paper Co., Ltd. has prepared parent company only financial statements for the
years ended December 31, 2022 and 2021, for which we have issued an audit report with
unqualified opinions for reference.
Responsibilities of the Management and the Governance Bodies 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 IFRSs endorsed and issued into effect by the FSC and

maintenance of necessary internal control related to the preparation of said statements to ensure



that said statements to be free from any material misstatement, either due to fraud or errors.

In preparing the consolidated financial statements, the management is responsible for
assessing the Group’s ability to continue as a going concern, disclosing, as applicable, matters
related to a going concern and using the going concern basis of accounting unless the
management either intends to liquidate Group or to cease operations or has no realistic
alternative but to do so.

The governance bodies, including the audit committee, are responsible for overseeing the
Group’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial

statements as a whole are free from material misstatement, either due to fraud or error, and to

issue an auditors’ report. The term reasonable assurance refers to a high level of assurance.

Nevertheless, the audit performed according to the Generally Accepted Auditing Standards

cannot guarantee the discovery of material misstatements in the consolidated financial

statements. Misstatements can arise from fraud or error. If the misstatements, individually or in
the aggregate, could reasonably be expected to influence the economic decisions of users taken
based on these financial statements, they are considered material.

As part of an audit in accordance with the auditing standards of R.O.C., we exercise
professional judgment and professional skepticism throughout the audit. We also perform the
following tasks:

1. Identify and assess the risks of material misstatement of the consolidated financial
statements, either 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 the one resulting from the error. Fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

2. Obtain an understanding of internal control related to the audit in order to design audit
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procedures that are appropriate in the circumstances but not to express an opinion on the
effectiveness of the Group’s internal control.

Evaluate the appropriateness of accounting policies adopted and the reasonableness of
accounting estimates and relevant disclosures made by management.

Conclude on the appropriateness of the 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 from the users of the consolidated financial statements in our
auditors’ report to the relevant disclosures in the consolidated financial statements or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure, and content of the consolidated financial
statements, including the relevant notes, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.
Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision, and performance of
the audit. We remain solely responsible for our audit opinion.

We communicate with the governance bodies, 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 the governance bodies 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, relevant protective measures.
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From the matters communicated with the governance bodies, we determine those matters
that were of most significance in the audit of the consolidated financial statements for the year
ended December 31, 2022 and are the key audit matters. We describe these matters in our
auditors’ report unless law or regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.

The engagement partners on the audit resulting in this independent auditors’ report areYu-

Ling Hung and Min-Chih Chuo.

Earnest & Co.,CPAs.
Taipei, Taiwan (Republic of China)
March 13, 2023

Notice to Readers

The accompanying consolidated financial statements are intended only to present the
consolidated financial position, financial performance and cash flows in accordance with
accounting principles and practices generally accepted in the Republic of China and not those
of any other jurisdictions. The standards, procedures and practices to audit such consolidated
financial statements are those generally applied in the Republic of China.

For the convenience of readers, the independent auditors’report and the accompanying
consolidated financial statements have been translated into English from the original Chinese
version prepared and used in the Republic of China. If there is any conflict between the English
version and the original Chinese version or any difference in the interpretation of the two
versions, the Chinese-language independent auditors’report and consolidated financial
statements shall prevail.
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Shihlin Paper Co., Ltd. and Its Subsidiaries
Consolidated Balance Sheets

December 31, 2022 and 2021

(Expressed in Thousands of New Taiwan Dollars)

Asset December 31, 2022 December 31, 2021 Liabilities and Equity December 31, 2022 December 31, 2021
Code Accounting Items Note Amount % Amount % Code Accounting Items Note Amount % Amount %
Current assets Current liabilities
1100 Cash and cash equivalents (IV) and (V1) $ 175,393 188 $ 38,502 0.31 2100 Short-term borrowings )} $ 2,339,000 25.15 $ 1,556,000 12.51
Financial assets at FVTPL 786 0.01 11,284 0.09 2110 Short-term bills payable )} - - 778,114 6.26
1110 (IV) and (V1) -
2130 Contract liability (V) and (VII) 36,748 0.40 7,758 0.06
3,058,871 32.90 6,565,620 52.80 2170 Accounts payable 10,784 0.12 10,427 0.08
1120 o (IV) and (VI) pay , ,
Financial assets at FVTOCI 2200 Other payables (Vi) 35,455 0.38 17,942 0.15
1136 Financial assets at amortized - - 4,322 0.04 2300 Other current liabilities 482 0.00 530 0.01
cost (IV) and (V1) 21XX Total current liabilities 2 422 469 26.05 2.370,771 19.07
1150 Note receivable (1V) and (V1) 336 0.00 492 0.00
1170 Net accounts receivable (1V), (VI), and (VII) 52,695 0.57 49,913 0.40
1200 Other receivables (V) 4,591 0.05 1,021 0.01
1300 Net balance of inventory (IV) and (V1) 13,707 0.15 18,658 0.15 Non-current liabilities
1410 Prepayments (VI) and (V1) 32,212 0.35 22,238 0.18 2540 Long-term borrowings (V1) 105,607 1.14 320 0.00
1470  Other current assets (V1) 126 0.00 99 0.00 92570 Deferred tax liabilities 1,592,156 17.12 1,592,156 12.81
11XX Total current assets 3,338,717 35.91 6,712,149 53.98 2645 Guarantee deposits received 13,882 0.15 14,107 0.11
25XX .~ Total non-current 1711645 1841 1606583  12.92
liabilities
Non-current assets 2XXX Total liabilities 4,134,114 44 .46 3,977,354 31.99
1517 Financial assets at FVTOCI (V) and (V1) 7,441 0.08 5116 0.04

Property, plant and equipment 1,635,475 17.59 1,308,210 10.52 31XX Equity attributable to owners of

1600 (IV), (VI), and (VIII)
the parent company
1760 Investment property (IV), (VI), and (VIII) 4,260,464 45.82 4,399,752 35.38 3100 Share capital (VD)
1780 Intangible asset (IV) and (V1) 6,866 0.07 8,195 0.07 3110 Shares’Share capital of ordinary 2,600,391 2797 2,600,391 20.91
1920 Refundable deposits (v 1,082 0.01 607 0.01 Retained earnings (VD)
1975 Net defined benefit assets (V) and (VI) 783 0.01 442 0.00 3320 Special reserve 1,532,258 16.48 1,532,258 12.32
1900 Other non-current assets (%)) 47,460 0.51 - - 3350 Deficit to be offset (1,480,765) (15.93) (1,692,848)  (13.61)
15XX Total non-current assets 5,959,571 64.09 5,722,322 46.02 3300 Total retained earnings 51,493 0.55 (160,590) (1.29)
3400 Other equity interest 2,512,290 27.02 6,017,316 48.39
3XXX Total equity 5,164,174 55.54 8,457,117 68.01
Total assets $ 9,298,288  100.00 $ 12,434,471  100.00 Total liabilities and equity $ 9,298,288 100.00 $ 12,434,471 100.00

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



Shihlin Paper Co., Ltd. and its Subsidiaries
Consolidated Statement of Comprehensive Income

For the Years Ended December 31, 2022 and 2021

(Expressed in Thousands of New Taiwan Dollars)

2022 2021
Code Iltem Note Amount % Amount %
4000 Operating revenue (1V), (VI), and (VII) $ 165,058 100.00 326,024 100.00
5000 Operating costs (VI and (VII) 88.913 53.87 149 523 45 86
5900 Gross profit 76,145 46.13 176,501 54.14
Operating expenses
6100 Selling expenses (ViD 60,196 36.47 58,017 17.80
6200 Administrative expenses (v 114 644 69.46 138.972 42 63
6300 R&d expenses (v 4529 274 6.071 1.86
6000 Total operating expenses 179,369 108.67 203,060 62.29
6900 Operating losses (103,224) (62.54) (26,559) (8.15)
Non-operating income and expense
7010 Other income (V1) 352,545 21359 138,473 42.47
7020 Other gains and losses (VI) 9,722) (5.89) (554) (0.17)
7050 Financial costs (V1) (27,819) (16.85) (22,741) (6.97)
7000 Total non-operating revenue and expenses 315.004 190.85 115178 3533
7900 Netincome before tax 211,780 128.31 88,619 27.18
7950 Income tax expense (V) and (VI) ) ) 4.370 1.34
8200 Net income for the current period 211.780 128.31 84 249 25 84
Other comprehensive income - net
Items that may not be reclassified subsequently
to profit and loss
Gains (losses) on remeasurements of defined
8311 benefit plans (V) and (V1) 303 0.18 144 0.05
8316 Unrealized gains (losses) on investments in (V)
equity instruments at FVTOCI (3,505,026) (2,123.51) 4,960,039 1,521.37
8300 Total other comprehensive income (net of tax)
for the current period (3,504,723) (2,123.33) 4,960,183 1,521.42
8500 Total comprehensive income (loss) for the
current period for the current period $ (3,292,943) (1,995.02) 5,044,432 1,547.26
8600 Net profit (loss) attributable to
8610 Owners of the parent company $ 211.780 128.31 84 249 25 84
8620 Non-controlling interests ) ) ) )
$ 211,780 128.31 84,249 25.84
8700 Total comprehensive income attributable to
8710 Owners of the parent company $ (3,292,943 (1,995.02) 5,044,432 1,547.26
8720 Non-controlling interests ) ) ) )
$ (3,292,943) (1,995.02) 5,044,432 1,547.26
Earnings per share
9750 Basic earnings per share (V1) $ 0.81 0.32

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



Shihlin Paper Co., Ltd. and its Subsidiaries
Consolidated Statements of Changes in Equity

For the Years Ended December 31, 2022 and 2021

(Expressed in Thousands of New Taiwan Dollars)

Equity Attributable to Owners of the Parent Company

Share Capital Retained Earnings Other Items of Equity
Item (thSohuir:rS] d) Amount Special Reserve  Deficit to be Offset To?;f'?}?;zlged Fi#:;i?gﬁg;;g'tg gj[oéi)/.l%]u Total Equity
Balance as of january 1, 2021 260,039 $ 2,600,391 $ 1,534,420 $ (1,779,403) $ (244,983) $ 1,057,277 $ 3,412,685
Net profit for 2021 - - 84,249 84,249 - 84,249
Other comprehensive income for 2021 - - 144 144 4,960,039 4,960,183
Total comprehensive income for 2021 - - 84,393 84,393 4,960,039 5,044,432
Reversal of special reserve - (2,162) 2,162 - - -
Balance as of december 31, 2021 260,039 2,600,391 1,532,258 (1,692,848) (160,590) 6,017,316 8,457,117
Net profit for 2022 - - 211,780 211,780 - 211,780
Other comprehensive income for 2022 - - 303 303 (3,505,026) (3,504,723)
Total comprehensive income for 2022 - - 212,083 212,083 (3,505,026) (3,292,943)
Balance as of december 31, 2022 260,039 $ 2,600,391 $ 1,532,258 $ (1,480,765) $ 51,493 $ 2,512,290 $ 5,164,174

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



For the Years Ended December 31, 2022 and 2021

Shihlin Paper Co., Ltd. and its Subsidiaries
Consolidated Statements of Cash Flows

(Expressed in Thousands of New Taiwan Dollars)

Cash flows from operating activities:

Net income before tax for the current period

Adjustments:

Adjustments to reconcile profit (loss):

Depreciation expense

Amortization expense

Net gain on financial assets at FVTPL

Interest expense

Interest income

Dividend income

Net loss (gain) on disposal of property, plant
and equipment

Loss from disposal of investment property

Changes in operating assets and liabilities:

Decrease in notes receivable

Increase in accounts receivable

Increase in other receivables

Decrease in inventories

Increase in prepayments

Decrease (increase) in other current assets

Increase in net defined benefit assets

Increase in contract liability

Increase in accounts payable

Decrease in other payables

Decrease in other current liabilities

Cash inflow (outflow) from operating activities

Interest received

Dividends received

Income tax paid

Net cash inflow from operating activities

(Continued on the next page)

2022 2021
211,780 $ 88,619
13,314 14,133
1,544 1,474
(11) (19)
27,819 22,741
(146) (5,804)
(347,383) (31,363)
330 (272)
9,564 -
156 37
(2,782) (1,049)
(3,570) (614)
4,951 55,728
(9,974) (383)
(27) 6

(38) (35)
28,990 5,242
357 3,263
(5,853) (3,344)
(48) (282)
(71,027) 148,078
146 5,804
347,383 31,363
- (8,254)
276,502 176,991




Shihlin Paper Co., Ltd. and its Subsidiaries
Consolidated Statements of Cash Flows

For the Years Ended December 31, 2022 and 2021

(Expressed in Thousands of New Taiwan Dollars)

(Continued from the previous page)

Cash flows from investing activities:

Acquisition of financial assets at FVTOCI
Decrease (increase) in financial assets at amortized

cost

Proposal of financial assets at FVTPL

Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and

equipment

Acquisition of investment property

Acquisition of intangible assets

Decrease (increase) in refundable deposits

Increase in other non-current assets

Net cash used in investing activities

Cash flows from financing activities:

Short-term borrowings

Repayment of short-term loans

Borrowing of short-term bills payable

Repayment of short-term bills payable

Borrowing of long-term loans

Decrease in guarantee deposits received

Interest paid

Net cash inflow (outflow) from financing activities

Increase in cash and cash equivalents for the current period
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at year-end

2022 2021
(602) $ (12)
4,322 (2,926)
10,509 3,590
(162,681) (4,971)
- 272
(26,236) (2,999)
(215) (186)
(475) 126
(47,460) -
(222,838) (7,106)
11,603,000 9,236,500
(10,820,000) (9,768,000)
1,482,500 2,790,500
(2,261,000) (2,389,000)
105,287 320
(225) (2,847)
(26,335) (23,163)
83,227 (155,690)
136,801 14,195
38,502 24,307
175,393 $ 38,502

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



Shihlin Paper Co., Ltd. and its Subsidiaries
Notes to Consolidated Financial Statements

For the Years Ended December 31, 2022 and 2021

(Unit: NTD thousand, unless stated otherwise)

(I) Organization and Operations

Shihlin Paper Co., Ltd., established in 1918, formerly known as Taiwan Paper K.K,
was the first paperboard mill established in Taiwan. After the recovery of Taiwan from
Japan colonial rule, the government took over five paper mills, including Shilin, Luodong,
Dadu, Xinying, and Xiaogang, and established the Taiwan Pulp & Paper Corporation,
under the National Resources Commission; then, it was reorganized to be a state-owned
enterprise under the Ministry of Economic Affairs. In 1954, the government implemented
a policy to allow individual farms to own the land they were farming. The Taiwan Pulp &
Paper Corporation was transformed into a private enterprise. In 1958, the shareholders
asked for a de-merger. Shilin Paper Mill formally established the Shihlin Paper Co., Ltd.
(hereinafter referred to as the “Company”) on January 1, 1959. under which there were
two paper mills in Shilin and Yongan. After the closure of the Shilin mill on December 20,
1998, only Yongan mill remained. The Yongan mill ceased production line operations in
October 2014.

The Group’s main business items are the sales of paper-processed products, wet
wipes, facial masks, skin care products, and toiletries and the leasing of assets and
investment and development. Please refer to Notes (1V).2 and (X1V) for details.

The consolidated financial statements of the Company and its subsidiaries are

presented in the Company’s functional currency, the New Taiwan dollar.

(1) The Authorization of Financial Statements

The consolidated financial statements were approved by the Company’s Board of

Directors on March 13, 2023.

(111) Application of New and Revised International Financial Reporting Standards

1. Initial application of the International Financial Reporting Standards (IFRS),
International Accounting Standards (I1AS), IFRIC Interpretations (IFRIC), and SIC
Interpretations (SIC) (collectively, the “IFRSs”) endorsed and issued into effect by the

Financial Supervisory Commission (FSC).
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Initial application of the IFRSs endorsed and issued into effect by the Financial
Supervisory Commission (FSC) has no significant influence on the Group’s accounting
policies.

2. IFRSs applicable since 2023 and endorsed by the FSC
Effective Date Issued by

New, Revised, or Amended Standards and Interpretations IASB
Amendments to 1AS 1, “Disclosure of Accounting Policies” January 1, 2023
Amendments to 1AS 8, “Definition of Accounting Estimates” January 1, 2023
Amendments to 1AS 12 “Deferred Income Taxes Related to Assets January 1, 2023

and Liabilities Arising from a Single Transaction”

As of the date of adopting the consolidated financial statements, the Group has
continued to evaluate the impact of the standards and interpretations above on the
Group’s financial position and financial performance, and the relevant impact will be
disclosed when the evaluation is completed.

3. The IFRSs issued by IASB but not yet endorsed by the FSC.
Effective Date Issued by

New, Revised, or Amended Standards and Interpretations IASB
Amendments to IFRS 10 and IAS 28 “Sale or Contribution of To be determined by IASB
Assets between an Investor and its Associate or Joint Venture”

Amendments to IFRS 16 “Lease Liability in a Sale and Leaseback” January 1, 2024
IFRS17 “Insurance Contracts” January 1, 2023
Amendments to IFRS 17 January 1, 2023
Amendment to IFRS 17 “Initial Application of IFRS 17 and IFRS 9 January 1, 2023
- Comparative Information”

Amendments to 1AS 1 “Classification of Liabilities as Current or January 1, 2024
Non-Current”

Amendments to IAS 1 “Non-current Liabilities with Covenants” January 1, 2024

As of the date of adopting the consolidated financial statements, the Group has
continued to evaluate the impact of the standards and interpretations above on the
Group’s financial position and financial performance, and the relevant impact will be

disclosed when the evaluation is completed.

(IV) Summary of Significant Accounting Policies

1. Statement of compliance
These consolidated financial statements have been prepared in accordance with
the Regulations Governing the Preparation of Financial Reports by Securities Issuers
and IFRSs endorsed and issued into effect by the FSC.
2. Basis of consolidation
(1) Principles for preparing consolidated financial statements
The consolidated financial statements incorporate the Company’s financial

statements and the entities controlled by the Company (i.e. subsidiaries). When
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the Company is exposed to the variable remuneration of an entity or is entitled to
such variable remuneration and can influence such remuneration through its
power over the entity, it controls the entity.

The consolidated statements of comprehensive income already include each
subsidiary’s income and expenses from the day when control is obtained to the
day when control is terminated.

When necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies to be in line with those used by the
Group.

All intra-group transactions, account balances, income, and expenses are
eliminated in full upon consolidation.

Allocation of the Total Comprehensive Income to Non-Controlling Interests

The total comprehensive income of the subsidiaries is attributable to the
equity and non-controlling interests of owners of the Company, even if it results in
a loss incurred to the non-controlling interests.

Changes in Equity of Ownership of Subsidiaries

When the Group’s change in the equity of ownership of a subsidiary does not
result in the loss of control of the subsidiary, it is an equity transaction. It is
treated as a transaction with owners. The carrying amounts of the Company and
non-controlling interests have been adjusted to reflect their relative changes in
equity of subsidiaries. The difference between the adjustment amount in non-
controlling interests and the fair value of the consideration paid or received is
directly recognized as equity, which is attributable to the Company’s owners.

When the Group loses control of a subsidiary, the gains and losses on
disposal are the differences between the two: (1) the sum of the fair value of the
consideration received and the fair value of any retained investment in the said
subsidiary at the date of loss of control; (2) the total carrying amount in said
subsidiary’s assets (including any goodwill), liabilities, and non-controlling
interests at the date of loss of control. The Group’s accounting treatment for all
amounts previously recognized in other comprehensive income related to the said
subsidiary is the same as the basis that the Group must follow to directly dispose
of relevant assets or liabilities (i.e. reclassified as profit or loss according to the

relevant IFRSs or reclassified directly to retained earnings).



(2) Subsidiaries included in consolidated financial statements

% of Ownership

Company
Subsidiary Main Business Location 2022.12.312021.12.31

Sunshine Shihlin Investment and Taipei City ~ 100% 100%
Development Co., Ltd. development

Shihlin Environment Investment and Taipei City  100% 100%
Corporation development

Sunnyfield Shihlin Co., Ltd. Wholesale of daily Taipei City  100% 100%

necessities

Da Di Urban Renewal Urban renewal and Taipei City ~ 100% 100%
Construction Co., Ltd. reconstruction

3.Foreign currency

When each entity is preparing the financial statements, transactions in currencies
other than the entity’s functional currency (i.e., foreign currencies) are converted into
functional currency at the exchange rates prevailing at the dates of the transactions.
Monetary items denominated in foreign currencies are translated at the closing rates at
the balance sheet date. Exchange differences arising from the settlement or translation
of monetary items are recognized in profit or loss in the year in which they occur.

Non-monetary items measured at fair value that are denominated in foreign
currencies are translated at the rates prevailing at the date when the fair value was
determined. The resulting exchange difference is recognized in profit or loss. For items
whose changes in fair value are recognized in other comprehensive income, the
resulting exchange difference is recognized in other comprehensive income.

Non-monetary items measured at a historical cost that are denominated in foreign
currencies are translated at the rates of exchange prevailing on the transaction dates
and are not retranslated.

4.Classification of current and non-current assets and liabilities

Current assets include cash or cash equivalents (excluding the assets restricted
from being exchanged or used to settle a liability for at least 12 months after the
balance sheet date); assets held primarily for the purpose of trading; and assets
expected to be realized within 12 months after the balance sheet date or to be realized,
sold, or consumed in its normal business cycle. Assets that are not current assets are
classified as non-current assets. Current liabilities include liabilities held primarily for
the purpose of trading; liabilities due to be settled within 12 months after the balance
sheet date or in its normal business cycle (liabilities with long-term refinancing or
rearrangement of payment terms completed after the balance sheet date and before the
publication of the financial statements are also deemed to be current liabilities); and

liabilities with a repayment deadline that cannot be unconditionally deferred till at
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least 12 months after the balance sheet date; however, where equity instruments may
be issued for settlement based on the terms of the liabilities agreed by the counterparty,
it does not affect the classification. Liabilities that are not current liabilities are
classified as non-current liabilities.

The Group has entrusted a construction developer to construct residential and
commercial buildings for sale, with a business cycle of more than one year. The assets
and liabilities related to the construction business are classified as current or non-
current based on the normal business cycle.

5.Cash and cash equivalents

Cash and cash equivalents include cash on hand, demand deposits, and short-term
and highly liquid investments that can be converted into fixed cash deposits at any
time with little risk of value changes. Bank time deposits held by the Group with an
original contract period of less than 3 months are classified as cash equivalents
because they qualify as investments that can be converted into imprest cash at any
time, are highly liquid and have little risk of value changes. Bank time deposits with
an original contract period of more than 3 months are classified as financial assets at
amortized cost.

6.Financial instruments

Financial assets and financial liabilities are recognized on the consolidated
balance sheets when the Group becomes a party to the financial instrument contract.

Financial assets and financial liabilities not at FVTPL are recognized initially at
fair value plus transaction costs directly attributable to the acquisition or issuance of
the financial assets or financial liabilities. The transaction costs directly attributable to
the acquisition or issuance of financial assets or financial liabilities at FVTPL shall be
immediately recognized in profit or loss.

Financial Asset

Regular trading of financial assets shall be recognized and derecognized in
accordance with trade date accounting. Regular trading refers to the purchase or sale
of financial assets delivered within the period set by regulations or market practices.

(1) Measurement types
Financial assets held by the Group are classified as financial assets at FVTPL,
financial assets at amortized cost and investments in equity instruments at

FVTOCI.

OFinancial assets at FVTPL

Financial assets at FVTPL include financial assets that are mandatorily at
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FVTPL. Financial assets mandatorily at FVTPL include investments in equity
instruments that the Group has not specified to be at FVTOCI and investments
in debt instruments that are not classified as at amortized cost or at FVTOCI.
Financial assets at FVTPL are at fair value, and the gains or losses
resulting from remeasurement are recognized in profit or loss.
@Financial assets at amortized cost

When the Group’s investments in financial assets satisfy the following
two conditions simultaneously, they are classified as financial assets at
amortized cost:

a. Held under a certain business model, of which the objective of holding the
financial assets is to collect contractual cash flows; and
b. The cash flows at specific dates that are generated from the contractual
terms of the financial assets are solely payments of the principal and
interest on the principal amount outstanding
After initial recognition, such assets are measured at amortized cost of
the total carrying amount determined by the effective interest method less
any impairment loss, and any exchange gains or losses are recognized in
profit or loss.
®Investments in equity instruments at FVTOCI

The Group may, upon initial recognition, make an irrevocable election to
designate as at FVTOCI the investments in equity instruments that are not held
for trading and the ones that an acquirer does not recognize in a business
combination or with the contingent consideration.

Investments in equity instruments at FVTOCI are at fair value, and any
subsequent fair value changes are recognized in other comprehensive income
and accumulated in other equity. Upon disposal, cumulative gains or losses are
directly transferred to retained earnings and are not reclassified as profit or loss.

Dividends from investments in equity instruments at FVTOCI are
recognized in profit or loss when the Group’s right to receive the payment is
established unless such dividends clearly represent the recovery of a part of the
investment cost.

(2) Impairment of financial assets
The Group assesses the impairment loss of financial assets at amortized cost
(including trade receivables) based on the expected credit loss at each balance

sheet date.
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Trade receivables are recognized as loss allowance based on the lifetime
expected credit losses. Other financial assets are first assessed based on whether
the credit risk has increased significantly since the initial recognition. If there is no
significant increase in risks, loss allowance is recognized in an amount equal to 12-
month expected credit loss. If the risks have increased significantly, loss allowance
shall be in an amount equal to the lifetime expected credit loss.

The expected credit loss is the weighted average credit loss with the risk of
default as the weight. The 12-month expected credit losses represent the expected
credit losses from a financial instrument’s possible defaults within 12 months after
the balance sheet date. The lifetime expected credit losses represent the expected
credit losses from all possible defaults in a financial instrument during the
expected period of existence.

The carrying amount in the impairment loss of all financial assets is reduced
through the allowance account. However, the loss allowance for investment in
debt instruments at FVTOCI is recognized in other comprehensive income, and its
carrying amount is not reduced.

(3) Derecognition of financial assets

The Company derecognizes the financial assets only when the contractual
rights to the cash flows from the financial assets expire, or when it transfers the
financial assets and substantially all the risks and rewards of ownership of the
financial assets to another entity.

When derecognizing a financial asset measured at amortized cost in its
entirety, the difference between the carrying amount and the consideration
received is recognized in profit or loss.

When derecognizing investments in equity instruments at FVTOCI in its
entirety, the cumulative profit or loss is transferred directly to retained earnings. It
is not reclassified as profit or loss.

Equity Instrument

The debt and equity instruments issued by the Group are classified as financial
liabilities or equity based on the substance of the contractual agreement and the
definition of financial liabilities and equity instruments.

The equity instruments issued by the Group are recognized in the amount
obtained after deducting the cost of direct issuance.

Redemption of the Company’s own equity instruments is recognized and

deducted under equity. The purchase, sale, issuance, or cancellation of the Company’s

~12 ~



own equity instruments is not recognized in profit or loss.

Financial Liability

(1) Subsequent measurement
Financial liabilities are at amortized cost by the effective interest method or
at FVTPL.
Financial liabilities at FVTPL are at fair value at the balance sheet date. The
gains or losses resulting from remeasurement are recognized in profit or loss.
(2) Derecognition of financial liabilities
The Group only derecognizes financial liabilities when the obligations are
fulfilled, cancelled, or expire. When derecognizing financial liabilities, the
difference between its carrying amount and the consideration paid (including any
transferred non-cash assets or liabilities assumed) is recognized in profit or loss.
7.Inventories

The inventory includes raw materials and commodities. The value of inventory
shall be determined based on the cost and net realizable value (NRV), whichever is
lower. With the exception of the same category’s inventory, individual items shall be
assessed when comparing the cost and NRV. Net realized value is the estimated selling
price in the ordinary course of business, less the estimated cost of completion and the
estimated costs necessary to make the sale. The cost of inventory is calculated using
the weighted average method.

8.Property, plant and equipment

Property, plant and equipment are tangible assets used for the production or
provision of goods or services, leased to others, or for management purposes and are
expected to be used for more than one period. When they are likely to flow into the
Group as economic benefits in the future and meet the condition that the cost can be
reliably measured, they will be subsequently measured based on the cost less
accumulated depreciation and accumulated impairment losses.

Property, plant and equipment under construction are recognized at cost less
accumulated impairment. The cost includes professional service expenses and the cost
of loans eligible for capitalization. Such assets are depreciated and classified into the
appropriate property, plant and equipment categories when completed and ready for
their intended use.

Self-owned land is not recognized in depreciation.

Property, plant and equipment are depreciated using the straight-line method.
Each material component is depreciated separately. The Group conducts at least one
annual review to assess the estimated useful life, residual value, and depreciation

~ 13 ~



methods at the end of each year. The effects of changes in accounting estimates are
applied prospectively.

When it is expected that property, plant and equipment cannot generate future
economic benefits from the use or disposal, they will be derecognized. When
derecognizing property, plant and equipment, the difference between the net disposal
proceeds and the asset’s carrying amount is recognized in loss or profit.

9.Investment property

Investment property refers to property held to earn rent or asset appreciation or
both (including property in the process of construction for such purposes). An
investment property also includes property that has not yet been determined for future
use, so it is regarded as being held for capital appreciation.

For property held for undecided future use, when the efforts in obtaining a
construction license are being made, it will be transferred to inventory, property, plant
and equipment, or investment property under construction according to the future use.

Investment property is originally measured at cost (including transaction cost)
and subsequently measured at the cost less accumulated depreciation and accumulated
impairment losses. Buildings and auxiliary equipment are depreciated on a straight-
line basis.

Investment property under construction is recognized at the cost less accumulated
impairment losses. The cost includes professional service expenses and the cost of
loans eligible for capitalization. Such assets begin to be depreciated when they reach
the state of the intended use.

When it is expected that investment property cannot generate future economic
benefits from disposal or permanent termination, it will be derecognized. When
derecognizing investment property, the difference between the net disposal proceeds
and the asset’s carrying amount is recognized in loss or profit.

10.Intangible asset

Intangible assets with finite useful lives acquired separately are initially measured
at cost and subsequently measured at cost less accumulated amortization and
accumulated impairment losses. The Group performs amortization on a straight-line
basis. It conducts at least one annual review at the end of each year to assess the
estimated useful life, residual value, and amortization methods. The effects of changes
in accounting estimates are applied prospectively. Except that the Group expects to
dispose of an intangible asset before the expiry of its useful life, the residual value of
the intangible asset with a limited useful life is estimated to be zero.

When it is expected that intangible assets cannot generate future economic
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benefits from the use or disposal, they will be derecognized. When derecognizing
intangible assets, the difference between the net disposal proceeds and the carrying
amount in the asset is recognized as loss or profit.

11.Impairment of tangible and intangible assets (except goodwill)

The Group assesses whether there are any signs that tangible and intangible assets
(except goodwill) may have been impaired at each balance sheet date. If there are any
signs of impairment, the Company estimates the recoverable amount in the asset. If it
IS impossible to estimate the recoverable amount in an individual asset, the Group
estimates the recoverable amount in the cash-generating unit to which the asset
belongs. Shared assets are allocated to individual cash-generating units on a
reasonable and consistent basis.

The recoverable amount is the fair value less the cost of disposal or its value in
use, whichever is higher. If the recoverable amount in an individual asset or the cash-
generating unit is lower than its carrying amount, the carrying amount will be reduced
to the recoverable amount and the impairment loss is recognized in profit or loss.

When the impairment loss is subsequently reversed, the carrying amount in the
asset or the cash-generating unit is increased to the revised recoverable amount,
provided that the increased carrying amount shall not exceed the carrying amount (less
amortization or depreciation) of the asset or cash-generating unit that was not impaired
in the previous years. The reversed impairment loss is recognized in profit or loss.

12.L eases
(1) The Group as lessor

The leases of low-value underlying assets and short-term lease options are

recognized on a straight-line basis as expenses.
(2) The Group as lessee

When almost all the risks and rewards attached to the ownership of the asset
are transferred to the lessee in a lease clause, it is classified as a financial lease.
All other leases are classified as operating leases.

Lease income from operating leases is recognized as income during the lease
period on a straight-line basis. The initial direct costs incurred from negotiating
and arranging operating leases are added to the underlying asset’s carrying amount
and recognized as expenses during the lease period on a straight-line basis.

13.Borrowing costs

The borrowing cost directly attributable to the acquisition, construction, or
production of a qualified asset (that is, an asset that must reach the intended use or sale
status after a considerable period of time) is a part of the cost of the asset until almost
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all necessary have been completed when the asset reaches the intended use or sale
status.

Specific borrowings, such as investment income earned via temporary investment
before the occurrence of capital expenditures that meet the requirements, are deducted
from the borrowing costs that meet the capitalization conditions.

Except for the above, all other borrowing costs are recognized in profit or loss.

14.Post-employment benefits

For pension under the defined contribution plan, the amount in pension
contribution is recognized as expenses during the employee’s service period.

The cost of defined benefits under the defined benefit retirement plan (including
service cost, net interest, and the remeasurement amount) is calculated based on the
projected unit credit method. The service cost (including service cost of the current
period, service cost of previous periods, and gain or loss on settlement) and the net
interest of net defined benefit liabilities (assets) are recognized as employee benefit
expenses as they occur. The remeasurement amount (including actuarial gains and
losses and the return on plan assets after deducting interest) is recognized in other
comprehensive income and presented in retained earnings when it occurs. It is not
reclassified as profit or loss in subsequent periods.

The net defined benefit liabilities (assets) are the shortfall (surplus) of the defined
benefit retirement plan. The net defined benefit assets may not exceed the present
value of refund from the plan or reductions in future contributions.

15.Income recognition

After the Group identifies its performance obligations in contracts with customers,
it allocates the transaction costs to each obligation in the contracts. It recognizes them
in income upon satisfaction of performance obligations.

(1) Income from sales of goods
The income from sales of goods is recognized in income and trade receivable
when the control of the ownership of a product has been transferred; advance
receipts before the transfer of the product have not been completed are recognized
in contract liabilities.
(2) Income from labor services
Income from labor services is recognized when labor services are provided.
16.Income tax
The income tax expense represents the sum of the tax currently payable and
deferred tax.
(1) Tax currently payable
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The surtax of income tax on undistributed earnings calculated in accordance
with the provisions of the Income Tax Act is recognized in expenses based on the
resolution of the shareholders” meeting for the year.

The adjustment to income tax payable for previous years is recognized in
income tax in the current period.

Deferred tax

Deferred income tax is calculated and recognized based on the temporary
difference between the carrying amount in assets and liabilities in the consolidated
financial statements and the tax basis of taxable income calculation. Deferred
income tax liabilities are generally recognized for all taxable temporary
differences, and deferred income tax assets are recognized when there are likely to
be taxable income, against which the deductible temporary differences, losses, and
loss credits can be utilized.

Taxable temporary differences related to investment in subsidiaries and
affiliated enterprises are recognized in deferred income tax liabilities, except when
the Group can control the timing of the reversal of the temporary differences. The
temporary differences are likely to be not be reversed in the foreseeable future.
The deferred income tax assets arising from deductible temporary differences
related to such investments and equity will only be recognized when they are
likely to generate sufficient taxable income to realize temporary differences and
are expected to be reversed in the foreseeable future.

The carrying amount in deferred income tax assets is reviewed at each
balance sheet date. The carrying amount in those that are no longer likely to
generate sufficient taxable income to recover all or part of their assets will be
reduced. For those that have not been recognized in deferred income tax assets,
they are also reviewed at each balance sheet date. If they are likely to generate
taxable income in the future to recover all or part of their assets, the carrying
amount will be increased.

Deferred income tax assets and liabilities are measured by the tax rate for the
current period in which asset realization or liability settlement is expected to occur.
The tax rate is based on the tax rate and tax law that has been legislated or
substantively legislated as of the balance sheet date. The measurement of deferred
income tax assets and liabilities reflects the tax consequences arising from how an
enterprise expects to recover or settle the carrying amount in its assets and

liabilities at the balance sheet date.
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(3) Current and deferred income tax
Current and deferred income taxes are recognized in profit or loss; however,
the current and deferred income taxes related to items recognized in other
comprehensive income or directly recognized in equity are recognized in other

comprehensive income or directly in equity, respectively.

(V) Critical Accounting Judgements and Key Sources of Estimation and Uncertainty

In applying the Group’s accounting policies, the management is required to make
judgments, estimations, and assumptions about the carrying amounts of assets and
liabilities that are not accessible from other sources. The judgments, estimations, and
assumptions shall be based on historical experience and other factors that are considered
relevant. Actual results may differ from these estimates.

The management will continue to review the estimates and basic assumptions. If the
estimate’s adjustment only affects the current period, it is recognized in the current period.
If the accounting estimate’s adjustment affects both the current period and future periods,
it is recognized in the current period and future periods.

Tangible asset impairment assessment

In the process of asset impairment assessment, the Group must estimate the
recoverable amount in the asset. Any changes in economic position or changes brought

about by the Company’s strategy may cause material impairment in the future.
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(VI) Summary of Significant Accounting ltems

1. Cash and cash equivalents

Item 2022.12.31 2021.12.31
Cash on hand $ 282 $ 234
Check and demand (current) deposit 170,717 38,268
Cash equivalents (bank time deposits with
an original maturity of less than 3 months) 4,394 -
Total $ 175,393 $ 38,502

As of December 31, 2021, bank time deposits with an original contract period of
more than 3 months are of NT$4,322 thousands and classified as financial assets at

amortized cost.
2. Financial assets at FVTPL

Financial Assets Mandatorily at FVTPL 2022.12.31 2021.12.31

Fuh Hwa Money Market $ 786 $ 11,284

3. Financial assets at FVTOCI
Item 2022.12.31 2021.12.31

Investment in equity instruments - current
Domestic investment

Domestic listed stocks $ 3,058,871 $ 6,565,620
Investment in equity instruments -
non-current

Domestic investment

Domestic unlisted stocks 7,441 5,116

Total $ 3,066,312 $ 6,570,736

As of the balance sheet date, none of the financial assets at FVTOCI has been

provided as a guarantee for borrowings.

4. Financial assets at amortized cost
Item 2022.12.31 2021.12.31
Time deposit $ - $ 4,322
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5. Notes and accounts receivable - net
Item 2022.12.31 2021.12.31
Note receivable $ 336 $ 492

Trade receivable $ 52,695 $ 49,913

In principle, the Group’s credit period for trade receivable is 30 days after the
invoice date or OA 30-90 days. The Group estimates the irrecoverable amount in trade
receivable at the balance sheet date in accordance with the expected credit loss
provision policy to ensure that appropriate loss allowance for the irrecoverable
receivables has been provided. The Group recognizes the loss allowance for trade
receivable based on the lifetime expected credit losses. The expected credit losses on
trade receivables are estimated regarding the debtor’s past default experience and by
analyzing the debtor’s current financial position, the general economic conditions of
the industry in which the debtor operates, and the prospect of said industry.

None of the Group’s notes receivable is overdue.

Aqging analysis of trade receivable

2022.12.31 2021.12.31
Total Impairment Total Impairment
Not Past Due $ 51,283 $ T % 49,794 % )
Past Due 1,412 ] 119 }
$ 52,695 $ -$ 49913 §$ -

The above is an aging analysis based on the number of overdue days.
6. Inventories

Item 2022.12.31 2021.12.31
Merchandise $ 12,223 $ 17,109
Raw materials 1,484 1,549
Net balance of inventory $ 13,707 $ 18,658

The operating costs in relation to inventories in 2022 and 2021 were NT$56,778
thousands and NT$47,521 thousands, respectively. For 2022 and 2021, the Group sold
inventories with valuation losses, and it resulted in gains on inventory value recovery
of NT$1,072 thousands and NT$11,210 thousands respectively, which was debited to
the operating cost of the current period.

None of the inventories has been provided as a guarantee for loans as of the
balance sheet date above.
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7. Prepayments

Item 2022.12.31 2021.12.31
Prepayments and payments to suppliers $ 8,689 $ 7,331
Office supplies 4,541 4,434
Offset against value-added tax payable 18,982 10,473
Total $ 32,212 $ 22,238
8. Property, plant and equipment
Item 2022.12.31 2021.12.31
Land $ 1,403,183 $ 1,252,071
Buildings 30,308 21,732
Equipment 3,024 3,450
Transport equipment 1,337 1,686
Other equipment 2,384 3,074
Unfinished construction project 195,239 26,197
Total net amount $ 1,635,475 $ 1,308,210
Unfinished
Transport Other Construction
Cost Land Buildings Equipment  Equipment Equipment Project Total
Balance as of 2022.1.1 $ 1,252,071% 108,038 $ 17,944% 4,683 $ 23,281 $ 26,197 $ 1,432,214
Additions - 1,282 - - 527 176,473 178,282
Disposal - (3,698) - - - - (3,698)
Transfer from investment
Property 151,112 - - - - 4,932 156,044
Internal transfer - 12,363 - - - (12,363)
Balance as of 2022.12.31 $ 1,403,183% 117,985 $ 17,944$ 4,683 $ 23,808 $ 195239 $ 1,762,842
Accumulated depreciation
And impairment
Balance as of 2022.1.1 $ -3$ 86,306 $ 14,494% 2997 $ 20,207 $ -$ 124,004
Depreciation expense - 4,739 426 349 1,217 - 6,731
Disposal - (3,368) - - - - (3,368)
Balance as of 2022.12.31 $ -3 87,677 $ 14,920% 3,346 $ 21,424 $ - $ 127,367
Net amount as of 2022.12.31 3 1,403,183% 30,308 $ 3,024% 1,337 $ 2,384 $ 195,239 $ 1,635,475
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Unfinished

Transport Other Construction
Cost Land Buildings Equipment  Equipment Equipment Project Total
Balance as of 2021.1.1 $ 1,252,071% 107,558 $ 17,944% 5,962 $ 22,875 $ 24713 $ 1,431,123
Additions 480 1,744 406 2,341 4,971
Disposal (3,023) (3,023)
Transfer to investment property (857) (857)
Balance as of 2021.12.31 $ 1252,071$ 108,038 $ 17,944% 4,683 $ 23,281 $ 26,197 $ 1,432,214
Accumulated depreciation
And impairment
Balance as of 2021.1.1 $ -$ 81,082 $ 14,031% 5,962 $ 19,005 $ -$ 120,080
Depreciation expense 5,224 463 58 1,202 6,947
Disposal (3,023) (3,023)
Balance as of 2021.12.31 $ -$ 86,306 $ 14,494% 2,997 $ 20,207 $ -$ 124,004
Net amount as of 2021.12.31 3$ 1,252,071$ 21,732 $ 3,450% 1,686 $ 3,074 $ 26,197 $ 1,308,210

Property, plant and equipment are depreciated on a straight-line basis over their
estimated useful lives:

Houses and buildings 2 to 55 years
Machinery equipment 1to 15 years
Transportation equipment 5 to 6 years

Other equipment 1to 15 years

As of the balance sheet date above, for the property, plant and equipment the
Group had provided as a guarantee for short-term borrowings, please refer to Note
(V1) for details.

The amount of interest capitalization of the Group in 2022 was NT$1,073
thousands, and the capitalized interest rate was 1.25%~2.255%.

As of the balance sheet date above, the carrying amount in the land located in the
Shanhai section and Yongan section of the Xinwu District, Taoyuan City, for the
Company’s water wells and other purposes was NT$23,168 thousands. The land is
registered as agricultural land and ownership registration cannot be handled in the
Company’s name due to legal restrictions. The ownership of the land is temporarily
registered under the name of a third party, who has signed a trust registration contract
with the Company. The contract clearly defines both parties’ rights and obligations,
and the ownership will be transferred to the Company after the change of the nature of

the land is completed.
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9. Investment property

Item 2022.12.31 2021.12.31
Land $ 4,106,907 $ 4,239,698
Land improvements 2,224 643
Building 30,638 39,747
Investment property under construction 120,695 119,664
Total net amount $ 4,260,464 $ 4,399,752
Land Investment Property
Cost Land Improvements Building Under Construction Total
Balance as of 2022.1.1 4,239,698 $ 701 480,228 $ 119,664 4,840,291
Additions 18,321 1,952 5,963 26,236
Disposal (18,387 - (18,387)
Transfer to investment
property (151,112) (4,932 (156,044)
Balance as of 2022.12.31 4,106,907 $ 2,653 461841 $ 120,695 4,692,096
Accumulated depreciation
and impairment
Balance as of 2022.1.1 $ 58 440,481 $ - 440,539
Depreciation expense 371 6,212 - 6,583
Disposal (15,490 - (15,490)
Balance as of 2022.12.31 - $ 429 431,203 $ - 431,632
Net amount as of
2022.12.31 4,106,907 $ 2,224 30,638 $ 120,695 4,260,464
Land Investment Property
Cost Land Improvements Building Under Construction Total
Balance as of 2021.1.1 4,239,698 $ 480,284 $ 116,509 4,836,491
Additions 701 2,298 2,999
Disposal (56 - (56)
Transfer from property,
plant and equipment 857 857
Balance as of 2021.12.31 4,239,698 $ 701 480,228 $ 119,664 4,840,291
Accumulated depreciation
and impairment
Balance as of 2021.1.1 -3 433,409 $ - 433,409
Depreciation expense 58 7,128 - 7,186
Disposal (56 - (56)
Balance as of 2021.12.31 - $ 58 440,481 $ - 440,539
Net amount as of
2021.12.31 4,239,698 $ 643 39,747 $ 119,664 4,399,752

The Group’s depreciable investment property is depreciated on a straight-line

basis according to the estimated useful life of 1 to 45 years.

As of the balance sheet date above, for the investment property the Group had

provided as a guarantee for long/short-term borrowings, please refer to Note (VII1) for

details.
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10.

The fair value of the Group’s investment property as of December 31, 2022 and
2021 was NT$31,407,919 thousands and NT$32,489,346 thousands, respectively. The

fair value was appraised by an independent appraiser and was measured by the

management using the third-level inputs and evaluated via the comparative method.

Intangible asset

2022.12.31 2021.12.31

Computer software $ 5952 $ 7,196
Trademark 914 999
Total net amount $ 6,866 $ 8,195

Computer

Software Trademark Total
Balance as of 2022.1.1 $ 14,779 $ 1,701 $ 16,480
Additions 215 - 215
Balance as of 2022.12.31 $ 14994 $ 1,701 $ 16,695
Accumulated amortization
Balance as of 2022.1.1 $ 7583 $ 702 % 8,285
Amortization expense 1,459 85 1,544
Balance as of 2022.12.31 $ 9,042 $ 787 $ 9,829
Net amount as of 2022.12.31  $ 5952 $ 914 $ 6,866

Computer

Software Trademark Total
Balance as of 2021.1.1 $ 14593 $ 1,701 $ 16,294
Additions 186 - 186
Balance as of 2021.12.31 $ 14,779 $ 1,701 $ 16,480
Accumulated amortization
Balance as of 2021.1.1 $ 6,195 $ 616 $ 6,811
Amortization expense 1,388 86 1,474
Balance as of 2021.12.31 $ 7583 $ 702 % 8,285
Net amount as of 2021.12.31 $ 7,196 $ 999 $ 8,195

The above-mentioned intangible assets with limited useful life are amortized on a

straight-line basis based on the useful life as follows:

Computer software

Trademark

1to 10 years

20 years
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11. Other assets

Item 2022.12.31 2021.12.31
Restricted bank deposit -
Value trust account $ 37,360 $ -
{*_‘?'_‘1'_‘_??23' cost for acquisition of 10,100 i
Others 126 99
Total $ 47,586 $ 99
Current $ 126 $ 99
Non-current 47,460 -
Total $ 47586 $ 99
12. Short-term borrowings
Lending Banks Financing 2022.12.31 2021.12.31
Bank of Taiwan ‘;’gffgfv? ngs $ 1,808,000 $ 1,244,000
Jihsun Bank Credit loans 218,000 150,000
ggﬁlﬁ?ﬂg\.’a Commercial Credit loans 163,000 32,000
Shin Kong Commercial Credit loans i
Bank Co., Ltd: 30,000
Commercal Bank  barrowings 118,000 -
yfﬂﬁlgffigaggﬁf ! Credit loans 32,000 i
First Commercial Bank Credit loans - 100,000
$ 2,339,000 $ 1,556,000
Interest rate per annum 1.583%~2.025%  0.970%~1.500%
13. Short-term bills payable
Item 2022.12.31 2021.12.31
Short-term bills payable - face value $ - $ 778,500
Less: discounts - (386)
Short-term bills payable - net $ - $ 778,114
Interest rate per annum - 0.798%~1.738%
14. Long-term borrowings
Lending Banks Financing 2022.12.31 2021.12.31
First Commercial Bank bosrerg\L/J\::er?gs $ 105,607 $ 320
Interest rate per annum 2.255% 1.63%

15. Post-employment benefit plans
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1)

)

Defined contribution plans

The pension system of the Labor Pension Act applicable to the Company and
Sunshine Shihlin Development Co., Ltd. is a defined contribution plan managed
by the government. An amount in 6% of each employee’s monthly salary is
allocated to the employee’s individual account of the Bureau of Labor Insurance.
Please Note (VI).21 for the pension expenses recognized by the Group in
accordance with the defined contribution plan.
Defined benefit plan

The pension system of the Labor Pension Act applicable to the Company is a
defined benefit plan managed by the government. The payment of employee
pension is calculated based on the length of service and the average salary of the 6
months prior to the retirement approval. The Company contributes 2% of each
employee’s total monthly salary for their retirement pensions, which will be
deposited into the special account of Bank of Taiwan by the Supervisory
Committee of Business Entities” Labor Retirement Reserve in its own name.
Where the estimated balance of the special account before the end of the year is
insufficient to pay the workers who are expected to meet the retirement conditions
in the next year, the difference will be compensated before the end of March of
the following year. The special account is managed by the Bureau of Labor Funds,
Ministry of Labor and the Company has no right to influence its investment
management strategy.

The amount in the defined benefit plan is listed as follows:

2022.12.31 2021.12.31
Present value of the defined benefit
obligations $ 1,968 $ 2,064
Fair value of plan assets (2,751) (2,506)
Net defined benefit assets $ (783) $ (442)
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Changes in the present value of the defined benefit obligations are listed as

follows:
2022 2021

Present value of the defined benefit
obligations at the beginning of the year  $ 2,064 $ 2,166
Service cost - -
Interest expense 15 7
Remeasurement

Actuarial losses - experience

adjustments 54 2

Actuarial losses - changes in

financial assumptions - 1

Actuarial gains (losses) - changes in

financial assumptions (165) (112)
Present value of the defined benefit
obligations at year-end $ 1,968 $ 2,064
The changes in the fair value of the plan assets are listed as follows:

2022 2021

Fair value of plan assets, at the beginning
of the year $ 2,506 $ 2,429
Interest income 18 8
Remeasurement

Return on plan asset (except for the 192 35

amount that includes net interest)

Employer’s contribution 35 34
Fair value of plan assets at year-end $ 2,751 $ 2,506
The information on the use of labor pension funds includes return on the

funds and fund asset allocation. Please refer to the information published on the
website of the Bureau of Labor Funds.
The profit (loss) recognized in the defined benefit plan is listed as follows:
2022 2021
Service cost $ - $ -
Net interest (3) @)
Total $ Qs 1)
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The Company is exposed to the following risks due to the pension system of
the Labor Standards Act:
®lInvestment risk: The Bureau of Labor Funds invests the labor pension fund in
domestic and foreign equity and debt securities and bank deposits on its own
and via commissioned operations. However, the profit received by the Group
for the plan assets is calculated based on the interest rate not lower than the
local bank’s 2-year fixed deposit rate.
®@Interest rate risk: A decrease in government bonds’ interest rates will increase
the present value of defined benefit obligations and increase the return on
investment in debts through the plan assets. The two items partially offset each
other in respect of their impact on the defined benefit liabilities.
®Salary risk: The present value of defined benefit obligations is calculated based
on the future salaries of members in the plan. Therefore, an increase in the
salaries of the members in the plan will increase the present value of defined
benefit obligations.
Certified actuaries calculate the present value of the Company’s defined

benefit obligations and the critical assumptions on the measurement date are as

follows:
Measurement Date
2022.12.31 2021.12.31
Discount rate 1.40% 0.75%
Expected increase rate of salaries 1.00% 1.00%

Sensitivity analysis of critical actuarial assumptions:
Changes in the Defined Benefit

Obligations
2022.12.31 2021.12.31

Discount rate

Increase by 0.25% (3.01%) (3.24%)

Decrease by 0.25% 3.13% 3.37%
Expected increase rate of salaries

Increase by 0.25% 3.13% 3.35%

Decrease by 0.25% (3.03%) (3.24%)
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The Company expects to contribute NT$34 thousands to the defined benefit

plan within one year after December 31, 2022.

The average maturity period of the definite benefit obligations as of

December 31, 2022 and 2021 was 12 and 13 years, respectively. The undiscounted

pension benefit payment maturity analysis is as follows:
2022.12.31 2021.12.31
2022 $ -$ 51
2023 54 51
2024 53 50
2025 52 49
2026 51 48
2027 onward 2,136 2,032
$ 2,346 $ 2,281
16. Equity
(1) Share capital of ordinary shares
2022.12.31 2021.12.31
Authorized capital $ 2,800,000 $ 2,800,000
Issued capital $ 2,600,391 $ 2,600,391

Each share’s par value is NT$10, and each share is entitled to one voting

right and the right to receive dividends.

(2) Retained earnings and dividends policy

®Dividends policy in the Articles of Incorporation

The Company’s annual net income after tax shall be paid in accordance
with the law to make up for the losses from previous years, then appropriate
10% for the legal reserve, and 10% of the remaining for dividends. If there is
still a surplus, it shall be resolved by the shareholders’ meeting for the
distribution of shareholders’ dividends.

In addition, according to the Company’s dividends policy, the distribution
of earnings may be conducted in cash and stock dividends. However, due to the
changeable industrial environment of the Company, and it is at a tough stage of
development, the Company considers the overall industrial environment and
manages to achieve stable development and sustainable operation in line with
the long-term financial planning and future capital needs; thus, only after the
required funds are financed by means of retained earnings or issuance of stock
dividends, the remaining earnings will be distributed by means of cash
dividends.
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@The legal reserve shall be replenished until its balance reaches the total registered
capital of the Company. Legal reserves may be used to offset the deficit. If the
Company has no deficit and the legal reserve has exceeded 25% of the
Company’s paid-in capital, the excess may be transferred to the capital or
distributed in cash.

®The Company appropriate funds to and reverses the special reserve in
accordance with the requirements of the letters Jin-Guan-Zheng-Fa-Zi No.
1010012865 and Jin-Guan-Zheng-Fa-Zi No. 1010047490 as well as the
“Questions and Answers for Special reserve Appropriated Following Adoption
of IFRSs.” When a deduction in the balance of other shareholders’ equity is
reversed after that, the earnings may be distributed to the portion reversed.

(3) The information on the reversal of the special reserve for the first-time adoption
of IFRSs due to the elimination of the reasons for the recognition is as follows:

17.

18.

2022 2021
Beginning retained earnings $ 1,532,258 $ 1,534,420
Reversal of special reserve due to the
elimination of the original reason for
provision:

Sale of land by subsidiaries - (2,162)
Ending balance 1,532,258 $ 1,532,258
Operating revenue

2022 2021
Income from sales of goods 78,113 72,466
Revenue from construction projects - 136,244
Rental income 69,225 71,750
Guest room income 17,720 45,564

Total 165,058 326,024

Other income
2022 2021
Interest income 146 5,804
Dividend income 347,383 31,363
Other income 5,016 101,306
Total 352,545 138,473
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19. Other gains and losses

Net exchange gain (loss)

Gain on financial assets at FVTPL
Net gain (loss) from the disposal of

property, plant, equipment and
investment property

Other losses
Total

20. Financial costs

Interest expense
Bank borrowings
Commercial paper
Imputed interest on deposit
Total

21. Additional information on the nature of expenses

Net income includes the following items:

Depreciation and amortization expense

Depreciation of property, plant and equipment

Depreciation of investment property

Amortization of intangible assets

Total
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2022 2021
$ 765 $ (71)
11 19
(9,894) 272
(604) (774)
$ (9,722) $ (554)
2022 2021
$ 24,487 $ 16,804
3,224 5,846
108 91
$ 27,819 $ 22,741
2022 2021
$ 6,731 $ 6,947
6,583 7,186
1,544 1,474
$ 14,858 $ 15,607




Direct operating expenses of investment

property

Direct operating expenses of investment
property that generates rental income
Direct operating expenses of investment
property that does not generate rental

income

Total

R&D expenditures expensed when incurred

Employee benefits expense

Post-employment benefits (note

(vi).15)

Defined contribution plans
Defined benefit plan
Salaries and bonuses

Labor and health insurance expenses

Other employee benefit expenses

Total

2022 2021

$ 15,789 $ 21,705
37,874 44,948

$ 53,663 $ 66,653
$ 4529 $ 6,071
$ 2977 $ 2,874
@) (1)

53,804 69,340

6,077 5,936

3,465 3,178

$ 66,320 $ 81,327

According to the Articles of Incorporation, if the Company makes profits at the

end of a year, it shall allocate 1% for employee compensation. However, if the

Company still has accumulated losses, it shall reserve an amount for compensation in

advance.

As of December 31, 2022 and 2021, the Company had no earnings available for

distribution, so it did not distribute employee compensation. Disclosure of employee

compensation and other information is not applicable to the Company.
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22.

Income tax
(1) Income tax recognized in profit or loss
The adjustment to current accounting income and income tax expenses

recognized in profit or loss is as follows:

2022 2021
Net income before tax $ 211,780 $ 88,619
Income tax expense at the statutory
tax rate (20%) for net income before
tax $ 42,356 $ 17,724

Tax effects of adjustments:
Income from tax cessation and
exemption (70,450) (25,059)
Effects of non-deductible
expenses when determining

taxable income 264 48
Temporary difference (704) (1,682)
Loss carryforwards in the current
period 28,534 8,969
Land value increment tax - 4,370
Tax currently payable $ -$ 4,370

(2) Information on loss carryforwards
As of December 31, 2022, the Group’s losses have not yet been carried

forward and the deadlines are as follows:
Balance Deadline

$ 138,594 2023
163,339 2024
330,936 2025
105,952 2026
141,882 2027
192,139 2028
148,941 2029
137,795 2030

76,625 2031
113,288 2032
$ 1,549,491
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23.

24.

(3) Not recognized as unused loss carryforwards for deferred income tax assets and

deductible temporary difference

2022.12.31 2021.12.31
Loss carryforwards $ 1,511,540 $ 1,573,507
Deductible temporary difference 14,812 16,417
Total $ 1,526,352 $ 1,589,924

(4) Income tax assessments
The filings of profit-seeking enterprise income tax by the Company and
Sunshine Shihlin Development Co., Ltd. have been assessed by the tax authorities
up to 2019 except for 2018. Sunnyfield Shihlin has been assessed up to 2020 and
Shihlin Environment Corporation up to 2018. However, the Company disagreed
with the assessed results of the Sunshine Shihlin Development in 2019 and has
filed a review under the consolidated tax returns system.

Earnings per share

2022 2021

Basic earnings per share $ 081 $ 0.32

The net income and weighted average number of ordinary shares outstanding in

calculating basic earnings per share were as follows:

2022 2021

Net profit attributed to the owners of the
parent company (nt$ thousand) $ 211,780 $ 84,249

Weighted average number of ordinary
shares in computation of basic earnings per
share (thousand shares) 260,039 260,039

Non-cash transaction

January to January to
December 2022 December 2021

Investing activities for which partial
cash payments were made.
Purchase of property, plant and

equipment $ 178,282 $ 4,971
Increase in other payables (15,601) -
Pay cash $ 162,681 $ 4,971

Disposal of investment property
Increase in other payables $ (6,667) -
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25.

26.

217.

Material lease arrangements
As of December 31, 2022 and 2021, the total amount in lease payments that the
Group will receive in the future for the lease of investment property under operating

leases is as follows:

Summary 2022.12.31 2021.12.31
Less than 1 year $ 53,213 $ 58,206
1-2 years 51,201 46,900
2-3 years 48,448 46,741
3-4 years 46,934 44,387
4-5 years 31,173 43,028
Over 5 years 311,255 338,524
Total $ 542,224 $ 577,786

Capital management
The Company manages its capital to ensure that the Company will be able to
continue as a going concern while planning the required working capital and cash
according to the characteristics of the industry and the future development of the
Company, as well as the external environmental changes and other factors. In order to
maintain or adjust the capital structure, the Company may issue new shares, return
cash to shareholders, or redeem the Company’s shares.
Financial instruments
(1) Information on fair value
®The carrying amount in the Group’s financial instruments that are not measured
at fair value is a reasonable approximate value to their fair value, or their fair
value cannot be reliably measured.

®@Financial instruments at fair value

The fair value is divided into three levels based on observability:
® Level 1inputs are quoted prices (unadjusted) in active markets for identical

assets or liabilities;

® Level 2 inputs are inputs other than quoted prices included within Level 1 that

are observable for an asset or liability, either directly or indirectly; and

® |Level 3 fair value refers to the fair value of the inputs for an asset or liability
based on unobservable market data (unobservable inputs) measured through

valuation techniques.
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The fair value levels of the Group’s financial instruments at fair value on a

repetitive basis are as follows:

2022.12.31
Level 1 Level 2  Level 3 Total
Financial assets at FVTPL
Open-end bond funds $ 786 $ -$ - $ 786
Financial assets at
FVTOCI
Stocks 3,058,871 - 7,441 3,066,312
Total $ 3,059,657 $ -$ 7441 $ 3,067,098
2021.12.31
Level 1 Level 2 Level 3 Total
Financial assets at FVTPL
Open-end bond funds $ 11,284 $ -$ -$ 11,284
Financial assets at
FVTOCI
Stocks 6,565,620 - 5,116 6,570,736
Total $ 6,576,904 $ -$ 5116 $ 6,582,020

There were no transfers between Levels 1 and 2 in 2022 and 2021.
Reconciliation of Level 3 fair value measurements on financial instruments:
Financial Assets at FVTOCI

Financial Asset 2022.12.31 2021.12.31
Beginning retained earnings $ 5116 $ 5,160
Purchase of financial assets at
FVTOCI 2 -

Unrealized gains (losses) from
investments in equity instruments at
FVTOCI are recognized. 2,323 (44)

Ending balance $ 7441 $ 5,116

®Valuation techniques and inputs applied for Level 3 fair value measurement
The fair value of unlisted equity investment is evaluated by the market
approach. The market approach refers to the transaction price and relevant
information of the identical underlying target in the market to estimate the
underlying investment target’s fair value. The significant unobservable input is

a discount based on market liquidity.
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(3)

(4)

Categories of financial instruments

Financial Asset 2022.12.31 2021.12.31
Financial assets at FVTPL $ 786 $ 11,284
Financial assets at FVTOCI 3,066,312 6,570,736
Financial assets at amortized cost
(Note) 271,457 94,857
Total $ 3,338,555 $ 6,676,877
Financial Liability 2022.12.31 2021.12.31

At amortized cost

Short-term borrowings $ 2,339,000 $ 1,556,000

Short-term bills payable - 778,114

Accounts payable 10,784 10,427

Other payables and other current liabilities 35,763 18,184

Long-term borrowings 105,607 320

Guarantee deposits received 13,882 14,107

$ 2,505,036 $ 2,377,152

Note: Including cash and cash equivalents, financial assets at amortized cost,
notes, and trade receivables, other receivables, refundable deposits, and

restricted bank deposits (recognized under other non-current assets).
Financial risk management objective and policies

The Group’s financial risk management aims to manage interest rate risk,
credit risk, and liquidity risk related to operating activities. In order to reduce
relevant financial risks, the Group is committed to identifying, evaluating, and
avoiding market uncertainties to reduce the potential adverse impact of market
changes on the Company’s financial performance.

The board of directors reviews the important financial activities of the Group
in accordance with relevant regulations and the internal control system. Internal
auditors also continue to review compliance with policies and various limits of
risk exposure.

Market risk

The Group is exposed to market risks, including changes in interest rates and
price changes of equity instruments. The Group does not manage relevant risks
with derivative financial instruments.

@lnterest rate risk

The Group’s interest rate risk arises from long-term and short-term
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borrowings with floating interest rates. The Group maintains an appropriate
fixed and floating rate for the portfolio and also negotiates interest rates with
correspondent banks irregularly in order to manage interest rate risk.
Accordingly, no derivate financial instruments are used to manage the interest
rate risk.

The sensitivity analysis of interest rate risk is based on the assumption that
the amount of liabilities outstanding at the balance sheet date is outstanding
throughout the reporting period. If the interest rate increases/decreases by
0.25% and all other variables remain unchanged, the Group’s net loss for 2022
and 2021 will increase/decrease by NT$6,112 thousands and NT$5,836
thousands, respectively.

@Other price risks

The Group is exposed to price risks due to investment in equity securities.
Said investment is not held for trading but is a strategic investment. The Group
has not actively engaged in such investment. In order to manage the price risk
arising from equity securities investment, all major equity instrument
investments must be approved by the Company’s board of directors.

If the equity price increases/decreases by 5%, the Group’s other
comprehensive income for 2022 and 2021 will increase/decrease by
NT$153,316 thousands and NT$328,537 thousands due to changes in the fair
value of financial assets at FVTOCI.

(5) Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual
obligations resulting in a financial loss to the Group. The Group’s credit risk
mainly arises from receivables from operating activities, bank deposits from
investing activities, fixed-income investments, and other financial instruments.
Operation-related credit risks and financial credit risks are managed separately.

As of the balance sheet date, the maximum amount of credit risk exposure
that may cause financial losses to the Group due to the counterparty’s failure to
perform its obligations is the carrying amount in the financial assets recognized on
the consolidated balance sheets.

@Credit risk related to operations
In order to maintain the quality of trade receivable, the Group has
established operations-related credit risk management procedures and
continuously evaluates the recovery of trade and notes receivable to avoid

credit risk.
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As of December 31, 2022 and 2021, the top two customers accounted for
70.57% and 72.79% of the Group’s balance of trade receivables.
@Financial credit risk
The credit risk arising from bank deposits, fixed-income investments, and
other financial instruments is measured and monitored by the financial
department. As the Group’s transaction and contract counterparties are
creditworthy banks and financial institutions with stable ratings, there are no
material concerns about default, so there is no material credit risk.
(6) Liquidity risk management
The Group manages and maintains sufficient cash and cash equivalents to
support its operations and reduce the impact of cash flow fluctuations. The
Group’s management monitors the drawdown of banks’ financing facilities and
ensures compliance with the terms of the borrowing contracts.
Bank loans are an essential source of liquidity for the Group. As of December
31, 2022 and 2021, the Group’s undrawn financing facilities of bank loans and
bills companies were NT$3,470,393 thousands and NT$2,215,180 thousands,
respectively.
The contract maturity analysis of the non-derivative financial liabilities is
conducted based on the earliest date. The Group may be required to repay, and the

undiscounted cash flow of financial liabilities.

December 31, 2022

Lessd than 30 31-60 61-90 days Over 90 Total

ays days days

Non-derivative

financial liabilities

Short-term

borrowings $ - $ 173,000 % 208,000 $ 1,958,000 $ 2,339,000
Accounts payable 7,459 3,004 12 309 10,784
Other payables 11,743 1,527 48 22,137 35,455
Other current

liabilities 140 168 - - 308
Long-term

borrowings - - - 105,607 105,607
Guarantee deposits

received - - - 13,882 13,882

$ 19,342 $ 177,699$% 208,060 $ 2,099,935 $ 2,505,036
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Non-derivative
financial liabilities
Short-term
borrowings
Short-term bills
payable

Accounts payable

Other payables

Other current
liabilities
Long-term
borrowings
Guarantee
deposits received

(VI1) Related Party Transaction

December 31, 2021

Less than 30 31-60

days days 61-90 days Over 90 days Total

$ 262,000 $ 102,000 $ 150,000 $ 1,042,000 $ 1,556,000
628,333 149,781 - - 778,114
5,203 5,223 - 1 10,427
10,130 2,088 48 5,676 17,942

81 161 - - 242

- - - 320 320

] ] - 14,107 14,107

$ 905747 $ 259253 $ 150,048$ 1,062,104 $ 2,377,152

1.Name and relationship

Related Party Name

Relationship with the

AP EZ GO Digital Information Co., Ltd. Substantivcérrcgljgted party
Wan Hang Tourism (Shanghai) Co., Ltd. Substantive related party
Shanghai Yixing International Trade Co., Ltd. Substantive related party
Ta Shing Securities Co., Ltd. Substantive related party

Zhi Yi Investment Co., Ltd.

Substantive related party

Asia Pacific Logistics International Co., Ltd. Substantive related party

AP Tour Co., Ltd.

Taiwan Evervaliant Corp.

Taian Insurance Co, Ltd.

Tian He Foundation

Substantive related party
Substantive related party
Substantive related party

Substantive related party

New Taipei City Jin Li Social Welfare and Charity Substantive related party
Foundation

Wan Hai Charitable Foundation Substantive related party
New Sincere Transportation Corp. Substantive related party

Wan Hai Lines Ltd.
Dao Qi Co., Ltd.

Substantive related party

Substantive related party

Shi Feng Investment Co., Ltd. Substantive related party

Yi Da Investment Co., Ltd.

Substantive related party
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Related Party Name

Relationship with the
Group

BAO Sheng Shipping Agency Co., Ltd.

Hui-Rong Chen

Yi Chao Industrial Co., Ltd.

Xiang Deng Construction Co., Ltd.
Dao Pu Co., Ltd.

AP Qil Enterprise Co., Ltd.

New Safety Transportation Corp.

Tianhe Investment Co., Ltd.

Substantive related party
Substantive related party
Substantive related party
Substantive related party
Substantive related party
Substantive related party
Substantive related party

Substantive related party

2.All transactions, account balances, income and expenses between the Group and its

subsidiaries are written off completely upon consolidation; therefore, they are not

disclosed in this Note. The transactions between the Group and other related parties are

as follows:

(1) Business transaction

2022
Operating  Cost of Rental Selling Administrative Research
Revenue Sales Expenses Expenses Expenses
Other related
parties $ 22,999 $ 66 $ 189 $ 454 % 2
2021
Operating Cost of Rental Selling Administrative Research
Revenue Sales Expenses Expenses Expenses
Other related
parties $ 26,432 $ 308 287 $ 841 $ 237
2022.12.31
Trade Prepavments Refundable Contract Others
Receivable pay Deposits Liability Payables
Other related
parties $ 1,045 $ 65 $ 6% 52 % 18
2021.12.31
Trade Prepavments Refundable Contract Others
Receivable pay Deposits Liability Payables
Other related $ 1567 $ 56 $ 6% 34 3 23

parties

For transactions between the Group and related parties, the transaction price
and terms of receipt and payment are not significantly different from those with
non-related parties. Rental expense is determined by market conditions and is paid

monthly.

(2) The agricultural land is temporarily registered under the name of a related party, and
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its protection measures are detailed in Note (V1).8.

(3) Remuneration to key management personnel

2022 2021
Short-term benefits $ 2,633 $ 19,770
Post-employment
benefits 101 101
$ 2,734  $ 19,871

The remuneration to key management personnel was determined by the
remuneration committee based on the performance of individuals and market trends.

(V1) Assets Pledged

The Group has pledged the following assets for long/short-term borrowings, and the
details of their carrying amounts are as follows:

2022.12.31 2021.12.31

Property, plant and equipment:
Land $ 1,202,691 $ 1,051,579
Buildings 1,049 1,593
1,203,740 1,053,172

Investment property:

Land 1,920,117 1,988,798
Building 23,395 31,110
1,943,512 2,019,908
Total $ 3,147,252 $ 3,073,080

(1X) Significant Contingent Liabilities and Unrecognized Commitments

1.As of December 31, 2022 and 2021, the amount in guaranteed notes issued by the
Group for bank borrowings was NT$2,200,000 thousands and NT$2,350,000 thousands,
respectively.

2.For the information on endorsement/ guarantee provided by the Group for others,
please refer to Table 2.

3.As of December 31, 2022, for the outsourcing construction contracts signed by the
Group, the contract total amount was NT$964,029 thousands, among which the

construction amount already paid was NT$157,065 thousands.
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(X) Material Disaster Losses: None.

(XI) Material Events After the Balance Sheet Date: None.

(XI1) Others: None.

(X111) Additional Disclosures

1. The Group’s significant transactions

1)

(2)

3)

(4)

(5)

(6)

(7)

(8)

(9)
(10)

Financing provided to others: See Table 1.

Endorsements/ guarantees provided. See Table 2.

Marketable securities held at year-end (excluding investment in subsidiaries,
associates, and joint venture equity): See Table 3.

Marketable securities acquired and disposed at costs or prices at least NT$300
million or 20% of the paid-in capital: None.

Acquisition of individual real estate at costs of at least NT$300 million or 20% of
the paid-in capital: None.

Disposal of individual real estate at costs of at least NT$300 million or 20% of the
paid-in capital: None.

Total purchases from or sales to related parties amounting to at least NT$100
million or 20% of the paid-in capital: None.

Receivables from related parties amounting to at least NT$100 million or 20% of
the paid-in capital: None.

Trading in derivative instruments: None.

Others: Significant transactions between the parent company and its subsidiaries,

as well as between subsidiaries: See Table 4.

2. Information on investees: See Table 5.

3. Information on investments in mainland China: None.

4. Information on major shareholders: Refer to Table 6.

(XI1V) Segments Information

Information reported to the chief operating decision-maker for resource allocation,

and segment performance evaluation focuses on the types of goods or services delivered or

provided. The Group’s segments to be reported include the Consumer Goods Department

and the Real Estate Development Department. The Consumer Goods Department is

responsible for the sales of wet wipes and facial masks and leasing real estate. The Real

Estate Development Department is in charge of developing, leasing, and urban renewal
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and reconstruction of residential property and buildings.

1. Information on the income and operating results of the Group’s segments are as follows:

Real Estate
Consumer Goods  Development Internal
2022 Department Department Write-off Total
Income from external
customers $ 126,982 $ 38,076 $ - $ 165,058
Inter-segment income 33 - (33) -
Total income $ 127,015 $ 38,076 $ (33)% 165,058
Interest income $ 266 $ 65 $ (185) $ 146
Interest expense $ 11,409 $ 16,595 $ (185) $ 27,819
Depreciation and
amortization $ 9,020 $ 5838 $ - $ 14,858
Segment profit or loss $ 294,292 $ (82,512) $ - $ 211,780
Capital expenditure of non-
current assets $ 4,656 $ 200,077 $ -3 204,733
Assets from external entities $ 3,420,587 $ 5,877,701 $ - $ 9,298,288
Inter-segment transactions 6,667 - (6,667 ) -
Segment assets $ 3,427,254 $ 5,877,701 $ (6,667 )$ 9,298,288
Liabilities from external
entities $ 979,503 $ 3,154,611 $ - $ 4,134,114
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Real Estate

Consumer Goods  Development Internal

2021 Department Department write-off Total
Income from external
customers $ 119,212 $ 206,812 $ -9 326,024
Inter-segment income 190 5 (195) -
Total income $ 119,402 $ 206,817 $ (195)% 326,024
Interest income $ 5798 $ 6 $ - $ 5,804
Interest expense $ 10,338 $ 12,403 $ -9 22,741
Depreciation and
amortization $ 9,489 $ 6,118 $ -3 15,607
Segment profit or loss $ 61,968 $ 22,281 $ -9 84,249
Capital expenditure of non-
current assets $ 3275 $ 4,881 $ -$ 8,156
Assets from external
entities $ 6,842,354 $ 5,592,117 $ -$ 12,434,471
Inter-segment
transactions 1 - (1) -
Segment assets $ 6,842,355 $ 5,592,117 $ (1)$ 12,434,471
Liabilities from external
entities $ 1,092,274 $ 2,885,080 $ -9 3,977,354
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2. Information on segments by location

2022 2021

Income from external customers
Region:
Taiwan $ 163,093 $ 322,668
Europe 1,209 1,757
Asia 756 1,435
America - 164

$ 165,058 $ 326,024

All non-current assets of the Group are located in Taiwan.

3. Information on major customers
The income from a single customer that exceeds at least 10% of the Group’s operating

revenue is listed as follows:

2022 2021
Customer a from the consumer goods
department $ 17,933 $ 17,902
From customer b of the real estate
development department $ - $ 73,511
From customer c of the real estate
development department $ - $ 52,257
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Shihlin Paper Co., Ltd.

Financing Provided to others

2022
Table 1 Unit: NTD thousand
Reason for| Amount in| Collateral Limit of
Whether | Maximum Nature of | Business the Provision Financing Total limit
Serial Lender|  Borrower Business itisa [Balance for| Ending [ Transaction | Interest Financing | Transaction Necessity of for of financing
No. Relationship| Related |the Current| Balance | Amounts Rate . of Short- |Allowance| Name| Value| Individual
. Provided [ Amounts (Note 2)
Party Period term for Bad Borrowers
Financing Debt (Note 1)
Sunshine
- Shihlin Need for Operating
Shihlin - Yes $200,000 |$200,000 - - [short-term - X - - - | $1,032,835 | $2,065,670
Paper Development financing capital
0 Co Co., Ltd.
Ltdf S.hlhhn Need for Operating
Environment - Yes $300,000 |$300,000 - - short-term - capital - - - ]%1,032,835 | $2,065,670
Corporation financing

Note 1: The amount in financials to an individual borrower is limited to 20% of the net value of the financial statements of the most recent year due to

Note 2: The limit shall not exceed 40% of the net value of the Company’s financial statements of the most recent year.
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Shihlin Paper Co., Ltd. and its Subsidiaries

Endorsement/ Guarantee Provided

2022
Table 2 Unit: NTD thousand
Guaranteed Party Maximum Ratio of
- . | Accumulated Endorsement/ | Endorsement/ | Endorsement/
Limit of Balance of Amount in I
Balance of Endorsement/|  Limit of Guarantee Guarantee Guarantee
. Name of Endorsement/| Endorsements . |Endorsement/ ; . .
Serial . Endorsements|Transaction Guarantee to |Endorsement/|Provided by a|Provided by a| Provided to
N Endorser/ | Company |Relation| Guarantee for| / Guarantees Guarantee . o o
0 | Guarantor Name (Note 1) a Single for the / Guarantees | Amounts Secured by Net Equity of [ Guarantee Parent Subsidiary to| Entity in
- at Year-End the Latest (Note 2) | Company to Parent Mainland
Enterprise Current Assets - . . .
: Financial Subsidiary Company China
Period
Statement
Sunshine
Shihlin Paper|  Shihlin $2,600,391 o $5,200,782
0 Co., Ltd. |Development 1 (Note 2) $800,000 $800,000 | $300,000 - 15.49% (Note 2) Y - -
Co., Ltd.
Sunshine Shihlin
Shihlin . $2,001,000 o $30,015,000
1 Development Environment| 2 (Note 3) $553,000 $553,000 | $553,000 | $553,000 21.27% (Note 3) - - -
Co., Ltd. Corporation

Note 1: The relationship between the party endorsed/ guaranteed and the endorser/ guarantor is divided into the following two types:

1.
2.

A company, in which the Company directly or indirectly holds at least 50% of the voting shares.
A company, in which the Company directly or indirectly holds at least 90% of the voting shares.

Note 2: The individual party endorsed/ guaranteed, and the calculation method of the total limit of the Company’s endorsement/ guarantee is as follows:

Note 3: The calculation method of the amount to the individual party and the total amount of the endorsement and guarantee of the subsidiary, Sunshine Shihlin

1.

2.
3.

enterprise shall not exceed 12 times the Company’s paid-in capital.

Development Co., Ltd., is as follows:

1.

the aforementioned companies directly or indirectly hold 100% of the voting shares up to double the amount of paid-in capital.

2.
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The total amount of external endorsement and guarantee shall not exceed 15 times the paid-in capital.

The party endorsed/guaranteed is a subsidiary that the Company directly or indirectly holds at least 90% of its ordinary shares, so it is limited to not more
than 1x of the Company’s paid-in capital and the remainder shall not exceed 10% of the paid-in capital.

The total amount in the Company’s endorsement/ guarantee provided to external parties is limited to no more than twice the Company’s paid-in capital.
The total amount of endorsement and guarantee by the Company and its subsidiaries as a whole and the amount of endorsement and guarantee to a single

For companies which directly or indirectly hold 100% of the voting shares of the Company, the Company may endorse a guarantee for companies in which




Marketable Securities Held at Year-End (Excluding Investment in Subsidiaries, Associates, and Joint Venture Equity)

Shihlin Paper Co., Ltd. and its Subsidiaries

December 31, 2022

Table 3 Unit: NTD thousand
Holding Type and Name of Rela}tlonshlp End of the Year
with the . .
Company Marketable Holding Financial Statement Account Carrying
Name Securities Company Shares/Units Amount Shares Ratio Fair Value
Shihlin Paper |Stocks of Wan Hai | Substantive |-, o ooy occots at FVTOCH - Current | 37,887,724 3,034,807 1.35% 3,034,807
Co., Ltd. Lines Ltd. related party
Stocks of China ) )
Development - Financial assets at FVTOCI - Current 114,445 1,442 0.00% 1,442
Stocks of First ) )
Financial Holding - Financial assets at FVTOCI - Current 270,437 7,166 0.00% 7,166
Stocks of Far Eastern ) )
International Bank - Financial assets at FVTOCI - Current 99,240 1,091 0.00% 1,091
Stocks of Cathay . .
Financial Holdings - Financial assets at FVTOCI - Current 184,466 7,379 0.00% 7,379
Stocks of Chia Hsin ; Financial assets at FVTOCI - Current 68,146 1,186 0.01% 1,186
Cement Corporation
Stocks of China Bills ] Financial assets at FVTOCI - Current 400,000 5,800 0.03% 5,800
Finance Corporation
Stocks of Taiwan Financial Assets at FVTOCI - Non- 0
Felt Co., Ltd. ) Current 3,330 7,439 4.17% 7,439
Sunshine Shares of Tamshui Financial Assets at FVTOCI - Non- 0
Shihlin First Credit Bank ) Current 20 2 0.00% 2
Shihlin Fuh Hwa Money ; Financial assets at FVTPL - Current 53.728.8 786 i 786

Environment

Market

Note: Refer to Table 5 for the information on subsidiaries, associates, and joint venture equity.
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Shihlin Paper Co., Ltd. and Its Subsidiaries

Significant Intercompany Transactions

2022
Table 4 Unit: NTD thousand
Relationship with Transaction
Serial No. Transaction Counterparty Transaction
Company Counterparty Amount Transaction Percentage of the
(Note 1) Account (Note 2) Terms Consolidated Total Revenue
or Assets
Sale 62,881 38.10%
Income from labor services 19,508 11.82%
Other income 859 Same as 0.52%
. - Purchase 131 general 0.08%
Sunnyfield Shihlin ! Trade receivable 16,570 | transaction 0.18%
Other receivables 7 | counterparties 0.00%
Accounts payable 2 0.00%
0 Shihlin Paper Other payables 3,845 0.04%
Co., Ltd. Same as
Shihlin 1 Interest income 177 | general 0.11%
Environment transaction
counterparties
Same as
. _ Interest income 7 general 0.00%
Sunshine Shihlin 1 Other receivables 6,667 transaction 0.07%
counterparties
Same as
1 Sunnyfield Sunshine Shihlin 2 Sale 3o |  general 0.02%
Shihlin transaction
counterparties

Note 1: The relationship with the related party refers to
1. Parent to subsidiary
2. Subsidiary to subsidiary

Note 2: Eliminated in full in the consolidated financial statements.
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Shihlin Paper Co., Ltd. and its Subsidiaries

Information on Investees (Name and Location)

2022
Table 5 Unit: NTD thousand
Investment Amount Shares Held at Year-End . Profit or Loss on
. . Profit or Loss on
Investor Investor Company | Location Main Businesses Carryi Investee for the Investment Remarks
pany and Products End of the [ End of Last . arying . Recognized
: Shares Ratio Amount Current Period
Period Year (Note 2)
(Note 2)
Shilin Taipei | Investment and
Environment P 115,075 15,075 11,500,000 100.00 123,492 (75) (75)
- City development

Corporation

Sunshine Shihlin -
Shihlin Paper  |Development Co,, | 12iPel | Investmentand | 3,806,419 3,806419| 54y 100000|  100.00] 2,599,508 (82,437) (82,437)

City development (Note 1)

Co., Ltd. Ltd.

Sunnyfield

Shihlin | Taipei  Wholesale of 300,000 200,000 30,000,000  100.00 82,342 (26,919) (26,820)

Company limited City daily necessities

by shares
Sunshine Da Di Urban
Shihlin Renewal Taipei Urban renewal
Development  [Construction Co., City |and reconstruction 1,000 1,000 100,000 100.00 102 i | (Note 3)
Co., Ltd. Ltd.

Note 1: Of the amount, NT$3,805,419 thousands was transferred to Sunshine Shihlin Development Co., Ltd. through demerger and transfer as the
operating value of the Company’s property development and other relevant business
was transferred to purchase new shares issued by Sunshine Shihlin Development Co., Ltd.

Note 2: Eliminated in full in the consolidated financial statements.

Note 3: It has closed business since January 1, 2022.
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Table 6

Shihlin Paper Co., Ltd.
Information on Main Investors
December 31, 2022

Shares
Name of Major Shareholder

No. of Shares Held

Shares Ratio

Wan Hai Charitable Foundation

Tai Chuan Investment Co., Ltd.

Yeong Yi Asia Corp.

18,150,259
17,986,525
16,521,434

6.97%
6.91%
6.35%

Note 1. This table is based on the information on shareholders holding at least 5% of the Company’s ordinary shares and preference shares
(including treasury shares) with dematerialized registration and delivery completed on the last business day at the end of each quarter. The
share capital recorded in the Company’s financial statements and the Company’s actual number of shares delivered with dematerialized
registration completed may be different due to different calculation bases.

Note 2: The aforementioned information will be disclosed by the trustors’ personal accounts settled by the trustees If the shareholders put the
shares into a trust. As for the insider declaration of the ownership percentage over 10%, including the shares on hand and those being put in
the trust and may be able to decide the usage of the trust assets, please refer to the declaration information on Market Observation Post

System (MOPS).
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