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Description of Other Matter

Content of Independent Auditors Report

To the Board of Directors and Shareholders of Nak Sealing Technologies
Corporation

Opinion

We have audited the accompanying consolidated balance sheets of Nak Seali
ng Technologies Corporation and subsidiaries (the “Group”) as of December 3
1, 2022 and 2021, and the related consolidated statements of comprehensive in
come, of changes in equity and of cash flows for the years then ended, and no
‘tes to the consolidated financial statements, including a summary of signific
ant accounting policies.

In our opinion, the accompanying consolidated financial statements presen
t fairly, in all material respects, the consolidated financial position of th
e Group as of December 31, 2022 and 2021, and its consolidated financial perf
ormance and its consolidated cash flows for the years then ended in accordanc
e with the Regulations Governing the Preparation of Financial Reports by Secu
rities Issuers and the International Financial Reporting Standards, Internati
onal Accounting Standards, IFRIC Interpretations, and SIC Interpretations as
eendorsed by the Financial Supervisory Commission.

Basis for opinion

We conducted our audits in accordance with the Regulations Governing Audi
ting and Attestation of Financial Statements by Certified Public Accountants
and generally accepted auditing standards in the Republic of China. Our respo
nsibilities under those standards are further described in the Auditors’ Res
ponsibilities for the Audit of the Consolidated Financial Statements section
of our report. We are independent of the Group in accordance with the Norm of
Professional Ethics for Certified Public Accountant of the Republic of China
, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. Based on our audits and the reports of other independent
auditors, we believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, w
ere of most significance in our audit of the Group’s 2022 consolidated finan
cial statements. These matters were addressed in the context of our audit of
‘the consolidated financial statements as a whole and, in forming our opinion
thereon, we do not provide a separate opinion on these matters.

Key audit matters for the Group’s 2022 consolidated financial statements
are stated as follows:

Timing of sales revenue recognition

Description

Please refer to Note 4(26) for accounting policies on revenue recognition
. For the year ended December 31, 2022, the Group had operating revenue amoun
ting to NT$4,162,236 thousand.

The Group primarily engaged in manufacture and sales of various types of
sealing components, the marketing channels of products spread over the globe,
and sales to customers involves different kinds of transaction terms. The Gr
oup recognised sales revenue in accordance with the transaction terms of indi
vidual customer and after delivery and confirming the control was transferred
. Thus, the procedure of revenue recognition usually involved highly manual j
udgment and works, and which financial report period will the sales revenue b
e recognised in would be affected by whether the control of goods were transf
erred to buyers in accordance with the performance obligations which were reg
ulated in the contracts before the final date of reporting period. Thus, we c
onsider the timing of sales revenue recognition a key audit matter.

How our audit addressed the matter

We performed the following audit procedures on the above key audit matter

1. Understood and assessed the working procedures and internal control sy
stem of the Group’s timing of sales revenue recognition, and tested for the
efficiency of such controls.

2. Performed sales cut-off test for a certain period around balance sheet

date and reviewed evidence in relation to subsequent significant sales retur
ns and discounts to assess the adequacy of revenue cut-off.

3. We performed confirmation procedures and substantive test on the endin
g amount of accounts receivable, and checked whether accounts receivable and
sales revenue have been recorded in the proper period.

Whether the accounting estimates of allowance for inventory valuation los
ses were adequate

Description

Please refer to Notes 4(12), 5(2) and 6(4) for a description of accountin
g policy on inventory valuation, accounting estimates and assumptions in rela
‘tion to loss allowance and details of loss allowance. As of December 31, 2022
, the Group’s total amount of inventories and allowance for inventory valuat
ion losses were NT$1,304,223 thousand and NT$61,731 thousand, respectively.

The Group primarily engaged in manufacture and sales of various types of
sealing components. Such inventories were affected by highly competitive mark
et and the price fluctuation of international raw materials, such as glue, fo
ssil oil and steel, thus, there were higher risk in inventories valuation los
s and obsolescence. In addition, the Group’s allowance for valuation loss on




inventories primarily came from individually identified obsolete or damaged
inventories. Since the cash amount of inventories was significant, types of i
tems were many, and the net realisable value adopted usually involved subject
ive judgment, therefore, there was estimates uncertainty. Thus, we consider t
he estimates of allowance for inventory valuation losses a key audit matter.
How our audit addressed the matter
We performed the following audit procedures on the above key audit matter

1. Obtained an understanding of the Group’s operations and industry in o
rder to assess the reasonableness of the policy on recognition of allowance f
or inventory valuation losses.

2. Obtained an understanding on the warehouse management processes, revie
wed the annual physical inventory count plan, participated in and observed th
e annual inventory count in order to evaluate the effectiveness of procedures

used by the management to identify and control obsolete inventories.

3. Obtained inventory ageing report statements which management used in v
aluation and related supporting documents to verify the date of inventory cha
nge, and test the accuracy and reasonableness of program logic of report stat
ements.

4. Obtained the inventory cost and net realisable value estimation data w
hich was prepared by management to verify individual inventory item with sale
s evidences and its accounting records, and tested the calculation of stateme
nts for accuracy to assess the basis of net realisable value and its reasonab
leness.

Other matter - Parent company only financial reports

We have audited and expressed an unqualified opinion and unqualified opin
ion with emphasis of matter on the parent company only financial statements
of Nak Sealing Technologies Corporation as at and for the years ended Decembe
r 31, 2022 and 2021.

Responsibilities of management and those charged with governance for the
parent company only financial statements

Management is responsible for the preparation and fair presentation of th
e consolidated financial statements in accordance with the Regulations Govern
ing the Preparation of Financial Reports by Securities Issuers and the Intern
ational Financial Reporting Standards, International Accounting Standards, IF
RIC Interpretations, and SIC Interpretations as endorsed by the Financial Sup
ervisory Commission, and for such internal control as management determines i
s necessary to enable the preparation of consolidated financial statements th
at are free from material misstatement, whether due to fraud or error.

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

Those charged with governance, including the Audit Committee, are respons
ible for overseeing the Group’s financial reporting process.

Auditors’ responsibilities for the audit of the parent company only fina
ncial statements

Our objectives are to obtain reasonable assurance about whether the conso
lidated financial statements are free from material misstatement, whether due
to fraud or error, and to issue an auditors’ report that includes our opini
on. Reasonable assurance is a high level of assurance but is not a guarantee
‘that an audit conducted in accordance with the generally accepted auditing st

in the Republic of China will always detect a material misstatement w
hen it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expe
cted to influence the economic decisions of users taken based on these consol
idated financial statements.

As part of an audit in accordance with the generally accepted auditing st
andards in the Republic of China, we exercise professional judgment and maint
ain professional skepticism throughout the audit. We also:

1. Identify and assess the risks of material misstatement of the consolid
ated financial statements, whether due to fraud or error, design and perform
audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of n
ot detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentiona
1 omissions, misrepresentations, or the override of internal controls.

2. Obtain an understanding of internal control relevant to the audit in o
rder to design audit procedures that are appropriate in the circumstances, bu
't not for the purpose of expressing an opinion on the effectiveness of the Gr
oup’s internal controls.

3. Evaluate the appropriateness of accounting policies used and the reaso
nableness of accounting estimates and related disclosures made by management.

4. Conclude on the appropriateness of management’s use of the going conc
ern basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast sig
nificant 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 attentio
n in our auditors’ report to the related disclosures in the consolidated fin
ancial statements or, if such disclosures are inadequate, to modify our opini
on. Our conclusions are based on the audit evidence obtained up to the date o
f our auditors’ report. However, future events or conditions may cause the G
roup to cease to continue as a going concern.

5. Evaluate the overall presentation, structure, and content of the conso
lidated financial statements, including the disclosures, and whether the cons
olidated financial statements represent the underlying transactions and event
s in a manner that achieves fair presentation.

6. Obtain sufficient appropriate audit evidence regarding the financial i
nformation of the entities or business activities within the Group to express
an opinion on the consolidated financial statements. We are responsible for
‘the direction, supervision, and performance of the group audit. We remain sol
ely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit find
ings, including any significant deficiencies in internal control that we iden
tify during our audit.




We also provide those charged with governance with a statement that we ha
ve complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonabl
y be thought to bear on our independence, and where applicable, related safeg
uards.

From the matters communicated with those charged with governance, we dete
rmine those matters that were of most significance in the audit of the consol
idated financial statements of the current period and are therefore the key a
udit matters. We describe these matters in our auditors’ report unless law o
r regulation precludes public disclosure about the matter or when, in extreme
ly rare circumstances, we determine that a matter should not be communicated
in our report because the adverse consequences of doing so would reasonably b
e expected to outweigh the public interest benefits of such communication.

Wu, Sung-Yuan
Hsu, Chien-Yeh

For and on Behalf of PricewaterhouseCoopers, Taiwan

(Today)
Ending balance of assets of subsidiaries whose fi 1 were audited or revi d by other ind: il 0
Total year-to-date r of subsidiaries whose fi ial were audited or reviewed by other independent accountants 0
Total revenues for the quarter of subsidiaries whose fi ial were audited or reviewed by other ind d [}
Ending balance of investments accounted for using equity method whose financial statements were audited or reviewed by other independent accountants [}
Share of year-to-date profit (loss) of associates and joint ventures accounted for using equity method which audited by other independent accountants [}
Share of profit (loss) for the quarter of associates and joint ventures accounted for using equity method whose financial statements were audited or reviewed by other independent accountants [}
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Ending balance of investments accounted for using equity method whose fi ial were dited or unreviewed 32,750
Share of year-to-date profit (loss) of associates and joint ventures accounted for using equity method whose fi ial were dited or unreviewed -1,464
Share of profit (loss) for the quarter of associates and joint ventures accounted for using equity method whose fi ial were dited or unr d 41
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