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PART 1
CERTAIN INFORMATION

Unless otherwise indicated or the context otherwise requires, all references in this annual report to the terms

“Semilux,” the Company,” “us,” “we” and words of like import refer to Semilux International Ltd., together with its
subsidiaries, Taiwan Color Optics, Inc. and Semilux Ltd.

Industry and Market Data

In this annual report, we present industry data, information and statistics regarding the markets in which we
compete as well as publicly available information, industry and general publications and research and studies
conducted by third parties. This information is supplemented where necessary with our own internal estimates, taking
into account publicly available information about other industry participants and our management’s judgment where
information is not publicly available. This information appears in “Summary of the Annual report,” “Item 5.
Operating and Financial Review and Prospects” “ltem 4. Information on the Company” and other sections of this
annual report.

Industry publications, research, studies and forecasts generally state that the information they contain has been
obtained from sources believed to be reliable, but that the accuracy and completeness of such information is not
guaranteed. Forecasts and other forward-looking information obtained from these sources are subject to the same
qualifications and uncertainties as the other forward-looking statements in this annual report. These forecasts and
forward-looking information are subject to uncertainty and risk due to a variety of factors, including those described
under “Risk Factors” in Section D under Item 3 of this annual report. These and other factors could cause results to
differ materially from those expressed in any forecasts or estimates.

Trademarks, Trade Names and Service Marks

We own or have rights to trademarks, trade names and service marks that it uses in connection with the operation
of its business. In addition, our names, logos and website names and addresses are their trademarks or service marks.
Other trademarks, trade names and service marks appearing in this annual report are the property of their respective
owners. Solely for convenience, in some cases, the trademarks, trade names and service marks referred to in this
annual report are listed without the applicable “©,” “SM” and “T™” symbols, but they will assert, to the fullest extent
under applicable law, their rights to these trademarks, trade names and service marks.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This annual report contains “forward-looking statements” that are subject to risks and uncertainties. Statements
that are not historical facts, including statements about us, and our perspectives and expectations, are forward-
looking statements. Such statements include, but are not limited to, statements regarding possible or anticipated
future results of our business, financial condition, results of operations, liquidity, plans and objectives. The words
“expect,” “believe,” “estimate,” “intend,” “plan,” “anticipate,” “project,” “may,” “will,” “could,” “should,”
“potential” and similar words or expressions indicate forward-looking statements. These forward-looking statements
are not guarantees of future performance and are subject to various risks and uncertainties, assumptions (including
assumptions about general economic, market, industry and operational factors), known or unknown, which could
cause the actual results to vary materially from those indicated or anticipated.
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The statements contained in this annual report regarding the following matters are forward-looking by their
nature:

e our projection of revenue and other operating results;

e international, national or local economic, social or political conditions that could adversely affect the companies and their business;




our expectations regarding our strategies and future financial performance, including our future business plans or objectives,
prospective performance and opportunities and competitors, revenues, ability to raise capital, customer acquisition and retention,
products and services, pricing, marketing plans, operating expenses, market trends, liquidity, cash flows and uses of cash, capital
expenditures, and our ability to invest in growth initiatives and pursue acquisition opportunities;

the effectiveness of our internal controls and our corporate policies and procedures;

environmental uncertainties and risks related to adverse weather conditions and natural disasters;

the volatility of the market price and liquidity of our Ordinary Shares and Warrants;

the risk that our properties may be subject to actions and opposition by non-governmental agencies;

a failure to secure the services and equipment necessary for our operations for the expected price, on the expected timeline, or at all;

any breaches of our cyber-security and loss of, or unauthorized access to, data;

internal control weaknesses and any misstatements of financial statements or our inability to meet periodic reporting obligations;

foreign currency and interest rate fluctuations;

the occurrence of an uninsurable event;

the potential physical effects of climate change on our production and costs;

our ability to obtain or maintain the listing of our Ordinary Shares on the Nasdaq or any other national stock exchange;

failure to comply with anticorruption, economic sanctions, and anti-money laundering laws;

the geographical concentration of our assets; and

seasonal weather conditions that may cause operational delays.




The preceding list is not intended to be an exhaustive list of all of our forward-looking statements. The forward-
looking statements are based on our beliefs, assumptions and expectations of future performance, taking into account
the information currently available to us. These statements are only predictions based upon our current expectations
and projections about future events. There are important factors that could cause our actual results, levels of activity,
performance or achievements to differ materially from the results, levels of activity, performance or achievements
expressed or implied by the forward-looking statements. In particular, you should consider the risks described under
“Risk Factors” in Section D under Item 3 of this annual report.

You should not rely upon forward-looking statements as predictions of future events. Although we believe that
the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee that future results,
levels of activity, performance and events and circumstances reflected in the forward-looking statements will be
achieved or will occur. Except as required by law, we undertake no obligation to update publicly any forward-
looking statements for any reason after the date of this annual report, to confirm these statements to actual results or
to changes in our expectations.

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not Applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not Applicable.

ITEM 3. KEY INFORMATION

A. [Reserved]

B. Capitalization and indebtedness. Not Applicable

C. Reasons for the offer and use of proceeds. Not Applicable.

D. Risk Factors

An investment in our ordinary shares involves significant risks. You should carefully consider all of the
information in this annual report, including the risks and uncertainties described below, before making an
investment in our ordinary shares. Any of the following risks could have a material adverse effect on our business,
financial condition and results of operations. In any such case, the market price of our ordinary shares could
decline, and you may lose all or part of your investment.

The risks set out below are not exhaustive and do not comprise all of the risks associated with an investment in
us. Additional risks and uncertainties not currently known to us or which we currently deem immaterial may also
have a material adverse effect on our business, financial condition, results of operations, prospects and/or our share
price.




Risks Related to the Company’s Business

The Company has incurred operating losses historically and expects to incur significant expenses and continuing
losses at least for the near and medium term.

The Company incurred a net operating loss of NTD 84,948,000 (US$2,773,000) for the year ended December 31,
2023 and a net operating loss of NTD 19,369,000 (US§$ 628,863.636) for the year ended December 31, 2022. The
Company believes it will continue to incur operating and net losses each quarter in the foreseeable future. Even if the
Company achieves profitability, there can be no assurance that the Company will be able to maintain profitability in
the future. The Company’s potential profitability is particularly dependent upon the continued adoption of ADB
technology and LiDAR technology by the automotive industry, continued support from the Company’s research
partners, the market acceptance of the electric vehicle platform developed by Foxconn, any of which may not occur
at the levels the Company currently anticipates or at all. The Company may need to raise additional financing
through loans, securities offerings or additional investments in order to fund its ongoing operations. There is no
assurance that the Company will be able to obtain such additional financing or that it will be able to obtain such
additional financing on favorable terms.

The Company’s evolving business model makes evaluating its business and future prospects difficult and may
increase the risk of your investment.

The Company has historically specialized in research, development and production optical components, and has
only been focused on developing ADB products and LiDAR products for autonomous driving systems since 2019.
This relatively limited operating history in the ADB and LiDAR markets makes it difficult to evaluate the
Company’s future prospects and the risks and challenges it may encounter.

In addition, the Company’s business model may undergo additional changes or differ from other manufacturers
such that instead of manufacturing and selling complete ADB or LiDAR products, it may only sell certain
components of ADB or LiDAR products, or only provide integrated circuit design services to manufacturing
partners, which will then assemble the ADB or LiDAR solution in accordance with the Company’s design and sell
the solution to the OEMs. To the extent that its business model does change, this will also render its historical
operating history and financial data less useful in assessing its future prospects.

If the Company fails to address the risks and difficulties that it faces, including those described elsewhere in this
“Risk Factors” section, its business, financial condition and results of operations could be adversely affected. The
Company has encountered in the past, and will encounter in the future, risks and uncertainties frequently experienced
by growing companies with limited operating histories in rapidly changing industries. If the Company’s assumptions
regarding these risks and uncertainties, which it uses to plan and operate its business, are incorrect or change, or if it
does not address these risks successfully, its results of operations could differ materially from its expectations and its
business, financial condition and results of operations could be adversely affected.

The Company expects to incur research and development costs and devote significant resources to developing new
products, which could significantly reduce its profitability and may never result in revenue to the Company.

The Company’s research and development expenses were approximately NTD 40,921,000 (US$1,476,226.55),
NTD 26,845,000 (US$874,000) and NTD 24,195,000 (US$790,170) for the years ended December 31, 2021, 2022
and 2023, respectively. The decline in research and development expenses for the year ended December 31, 2023 as
compared with the year ended December 31, 2022 was primarily due to some adjustments to research and
development schedule during the down trend of revenue. This led to delays in the research and development progress
of certain ICs, LIDAR and ADB solutions by about 6 months. The Company expects to continue incur significant



research and development costs going forward to conduct further research, development and tests on its products to
further progress its efforts to commercialize these products.

The Company’s future growth depends on introducing new products that achieve successful commercialization
by OEM partners. For example, the Company is designing the ADB and LiDAR solutions for the open electric
vehicle platform of Foxconn’s Mobility In Harmony Platform (the “MIH Platform™). If the Company is unable to
introduce new products and services or enhance its existing products and services in a timely and cost-
effective manner, it fails to introduce products and services that meet market demand, its products fail to meet the
technical, durability, cost-effectiveness requirement of the potential OEM partners, or it does not successfully
develop products that is suitable for commercialization, it may lose its competitive position, its products may become
obsolete, and its business, financial condition or results of operations could be adversely affected.




Developing the Company’s products is expensive, and the investment in product development may involve a long
payback cycle, may not yield the expected returns or may not be recovered at all. The Company’s results of
operations will be impacted by the timing and size of these investments. These investments may take several years to
generate positive returns, if ever.

Additionally, future market share gains may take longer than planned and cause the Company to incur significant
costs. Difficulties in any of the Company’s new product development efforts or its efforts to enter adjacent markets
could adversely affect the Company’s business, operating results and financial condition.

The Company is creating innovative technology by designing and developing unique components. The high price
of or low yield in these components may affect the Company’s ability to sell at competitive prices, or may lead to
losses.

The Company’s ADB or LiDAR products integrates technological complex components, which requires
precision in manufacturing and assembly. Many of these components are complex and contain multiple sophisticated
elements. Volume production of these elements may require extreme precision and present challenges to their
manufacturers. This can lead to increased costs of production of the components which the manufacturers may pass
on to the Company or a production run may yield fewer usable components than what was desired or anticipated.
Any such increased components cost or suboptimal yield in production of the Company’s components may
significantly increase the Company’s production costs and thereby decrease its margins and potentially increase or
cause losses for the Company.

The Company’s LiDAR products are substantially dependent on its relationship with the MIH Platform and its
relationship with Foxconn, and its business could be materially and adversely affected if the MIH Platform was
terminated.

The success of the Company’s LiDAR products is substantially dependent on its relationship with the MIH
Platform. The Company has been selected as one of the suppliers of ADB and LiDAR solutions to the open electric
vehicle platform of the MIH Platform. The Company’s products are currently in testing and validation phase with
MIH Platform, and there can be no assurance that the Company will be able to maintain its relationship with the MIH
Platform or Foxconn and/or secure orders from the MIH Platform or Foxconn. If the MIH Platform terminates or
significantly alters or delays its open electric vehicle platform and/or alters its relationship with the Company in a
manner that is adverse to the Company, the Company business and its prospects would be materially adversely
affected.

The period of time from prototype design to implementation is long and the Company is subject to the risks of
cancellation or postponement of contracts or unsuccessful implementation.

Prospective customers, including those in the automotive industry, generally must make significant commitments
of resources to test and validate the Company’s products and confirm that they can integrate with other technologies
before including them in any particular system, product or model. The development cycles of the Company’s
products with new customers varies widely depending on the application, market, customer and the complexity of the
product. In the automotive market, for example, this development cycle can be five to seven years. As a result of
these lengthy development cycles, the Company spends significant time and resources to have its products selected
by automotive OEMs and their suppliers for use in a particular vehicle model, which is known as a design win. If the
Company does not achieve a design win with respect to a particular vehicle model, it may not have an opportunity to
supply its products to the automotive OEM for that vehicle model for a period of many years. If the Company’s
products are not selected by an automotive OEM or its suppliers for one vehicle model or if the Company’s products
are not successful in that vehicle model, it is unlikely that its product will be deployed in other vehicle models of that



OEM. Further, the Company is subject to the risk that customers cancel or postpone implementation of its
technology, as well as that it will not be able to integrate its technology successfully into a larger system with other
sensing modalities. If the Company fails to win a significant number of vehicle models from one or more of
automotive OEMs or their suppliers, or its customers cancel or postpone implementation, its business, results of
operations and financial condition will be materially and adversely affected.




If market adoption of ADB or LiDAR for autonomous vehicles does not continue to develop, or develops more
slowly than the Company expects, its business will be adversely affected.

The Company has been and expects to continue to be significantly focused on the automotive applications of its
ADB and LiDAR products. Despite the fact that the automotive industry has engaged in considerable effort to
research and test ADB and LiDAR products for ADAS and autonomous driving applications, there is no guaranty
that the automotive industry will introduce LiDAR products in commercially available vehicles.

LiDAR products are still relatively new in the market and it is possible that other sensor technologies and
devices, based on new or existing technology or a combination of technologies, will achieve acceptance or leadership
in the ADAS and autonomous driving industries. Even if LiDAR products are used in initial generations of
autonomous driving technology and certain ADAS products, the Company cannot guarantee that LiDAR products
will be designed into or included in subsequent generations of such commercialized technology. In addition, the
Company expects that initial generations of autonomous vehicles will be focused on limited applications, such as
robo-taxis, and that mass market adoption of autonomous technology may lag behind these initial applications
significantly. The speed of market growth for ADAS or autonomous vehicles is difficult if not impossible to predict,
and it is more difficult to predict this market’s future growth in light of the economic consequences of
the COVID-19 pandemic and major geopolitical events including the ongoing military conflict in Ukraine. If
commercialization of LiDAR products is not successful, or not as successful as the Company or the market expects,
or if other sensing modalities gain acceptance by developers of autonomous driving systems or ADAS, automotive
OEMs, regulators and safety organizations or other market participants by the time autonomous vehicle technology
achieves mass market adoption, the Company’s business, results of operations and financial condition will be
materially and adversely affected.

ADB products are still relatively new in the market and it is possible that other more established manufacturers in
the car light field develop their proprietary ADB products, based on new or existing technology or a combination of
technologies, that receive more acceptance in the ADAS and autonomous driving industries. Currently, installation of
ADB products is limited to luxury and high-end vehicles due to the costs of each system installed. The Company
cannot guarantee that ADB products will be adopted by automotive manufacturers for vehicles in lower price ranges,
or other optical systems will gain acceptance by automotive manufacturers. If ADB products are not widely adopted
by the automotive industry, or not as widely as the Company or the market expects, or if other optical systems gain
acceptance by developers of autonomous driving systems or ADAS, automotive OEMs, regulators and safety
organizations or other market participants, the Company’s business, results of operations and financial condition will
be materially and adversely affected.

The Company targets many customers that are large companies with substantial negotiating power, exacting
product standards and potentially competitive internal solutions. If the Company is unable to sell its products to
these customers, its prospects and results of operations will be adversely affected.

Many of the Company’s customers and potential customers are large, multinational companies with substantial
negotiating power relative to the Company and, in some instances, may have internal solutions that are competitive
to the Company’s products. These large, multinational companies also have significant resources, which may allow
them to acquire or develop competitive technologies either independently or in partnership with others. Accordingly,
even after investing significant resources to develop a product, the Company may not secure a design win or may not
be able to commercialize a product on profitable terms. If the Company’s products are not selected by these large
companies or if these companies develop or acquire competitive technology or negotiate terms that are
disadvantageous to the Company, it will have an adverse effect on the Company’s business.



Adpverse conditions in the automotive industry or the global economy more generally could have adverse effects on
the Company’s results of operations.

The Company’s business is directly affected by and significantly dependent on business cycles and other factors
affecting the global automobile industry and global economy generally. Automotive production and sales are highly
cyclical and depend on general economic conditions and other factors, including consumer spending and preferences,
changes in interest rates and credit availability, consumer confidence, fuel costs, fuel availability, environmental
impact, governmental incentives and regulatory requirements and political volatility, especially in energy-
producing countries and growth markets. In addition, automotive production and sales can be affected by automotive
manufacturers’ ability to continue operating in response to challenging economic conditions and in response to
regulatory requirements and other factors. The volume of automotive production in North America, Europe, the PRC,
Japan and rest of the world has fluctuated, sometimes significantly, from year to year, and the Company expects any
such fluctuations to give rise to fluctuations in the demand for its products. Any significant adverse change in any of
these factors may result in a reduction in automotive sales and production by automotive manufacturers and could
have a material adverse effect on the Company’s business, results of operations and financial condition.




The Company operates in a highly competitive market against a large number of both established competitors and
new market entrants, and some market participants have substantially greater resources than the Company.

The markets for sensing technology applicable to autonomous solutions across numerous industries and
intelligent ADB systems are highly competitive.

The Company’s future success will depend on its ability to maintain its lead by continuing to develop advanced
ADB and LiDAR technology in a timely manner and to stay ahead of existing and new competitors. The Company’s
competitors are numerous and they compete with it directly by offering ADB and/or LiDAR products and indirectly
by attempting to solve some of the same challenges with different technology. The Company faces competition from
camera and radar companies, other developers of LiDAR products, car lamp manufacturers, automotive
manufacturers and other technology and automotive supply companies, some of which have significantly greater
resources than it does. Some examples of the Company’s competitors for its LIDAR products include Hesai, Innoviz,
Velodyne and Luminar. Some examples of the Company’s competitors for its ADB products include Xinyu Co., Ltd.
and Osram Licht AG. In the automotive market, the Company’s competitors have commercialized non-LiDAR-
based ADAS technology which has achieved market adoption, strong brand recognition and may continue to
improve. Other automotive manufacturers are working towards develop LiDAR products and/or ADB products and
either by themselves, or with a publicly announced partner, have substantial financial, marketing, research and
development and other resources.

The automotive market is highly competitive, and Company may not be successful in competing in this industry.

The automotive industry is highly competitive. Businesses within the industry compete on many factors,
including pricing, brand recognition, product quality and designs and manufacturing scale and efficiency.

The Company competes for sales of its products with other established automotive component suppliers and new
entrants. Some of the Company’s competitors may have established market positions, well known brands and
relationships with customers and suppliers. Competition for the Company could intensify in the future due to
continuing globalization of the automotive industry, new market entrants and consolidation in the worldwide
automotive industry.

The Company expects that more competitors will enter the specific automotive market that it targets, and these
new entrants will further increase competition. Further, the Company may experience increased competition for
components and other parts, which may have limited supply.

The Company monitors competitive factors on an ongoing basis and may from time to time adjusts its prices and
provides promotions due to competitive factors beyond its control, such as industry trends and pricing pressure, could
adversely affect its margins and profitability.

The Company is dependent, directly and indirectly, on suppliers for component parts and raw materials. Suppliers
may fail to deliver components and raw materials according to the Company’s schedule and at prices, quality and
volumes acceptable to it.

The Company depends on third-party suppliers for key components in its products like semiconductor chips and
interior parts. Raw materials may be subject to price fluctuations due to various factors beyond the Company’s
control, including market conditions and global demand for these materials, which may directly or indirectly, have an
adverse impact on its operating costs and profit margins. The supply chain exposes the Company to multiple
potential sources of delivery failure or component shortages.






If suppliers become unable to provide, or experience delays in providing components and raw materials, the
Company’s business could be disrupted, including the Company’s ability to meet its targeted schedules for deliveries
to tier 1 suppliers. If existing supply agreements are terminated or renewed on less favorable terms, the Company
may face difficulty or delays in finding replacement suppliers able to provide components or other supplies of
comparable quality. Any such alternative suppliers may be located a long distance from the Company’s facilities,
which may lead to increased costs or delays, or the terms of such new agreements may be made on less favorable
terms. If the Company’s manufacturers or suppliers become unwilling or unable to provide an adequate supply of
semiconductor chips, with respect to which there has been a global shortage, the Company would not be able to find
alternative sources in a timely manner and its business would be adversely impacted.

Changes in business or macroeconomic conditions, governmental regulations and other factors beyond the
Company’s control or that it does not presently anticipate could affect its ability to receive components from
suppliers. Under the Company’s purchase orders, it could be subject to penalties and price adjustments as a result of
any volume shortfalls in its orders.

Concerns over inflation, geopolitical issues, global financial markets and the COVID-19 pandemic have led to
increased economic instability and expectations of slower global economic growth. For example, following Russian
military actions related to Ukraine in February 2022, commodity prices, including the price of oil, gas, nickel, copper
and aluminum, have increased. Such disruptions to the global economy, together with inflationary pressures, has at
times disrupted, and in the future may disrupt, the global supply chain and affect the Company’s ability to secure (or
the cost of securing) components, raw materials or other supplier. An increase in raw material costs may require the
Company to increase its prices for its products, which could adversely impact its price competitiveness. In 2022, as
the pandemic-related economic instability eased, the U.S. Federal Reserve started tapering its quantitative easing
monetary policies in response to elevated inflation levels (from high food and energy prices and broader pressures)
and supply and demand imbalances. The U.S. Federal Reserve raised the benchmark federal-funds rate from 0.25%
in March 2022 to 5.50% in July 2023 and it is possible that the U.S. Federal Reserve will continue to increase the
funds rate. The financial conditions of banking institutions have come under severe pressure and deterioration, as
exemplified by the proposed restructuring of several banks in the first half of 2023, driven by bank runs or
simultaneous withdrawals by depositors due to various reasons, including lack of confidence in the banking system.
These developments may adversely impact global liquidity, heighten market volatility and increase U.S. dollar
funding costs resulting in tightened global financial conditions and fears of a recession. A prolonged period of
extremely volatile and unstable market conditions would likely increase our funding costs and negatively affect
market risk mitigation strategies.

Suppliers may experience disruptions in their operations, including due to equipment breakdowns, labor strikes or
shortages, shipping container shortages, financial difficulties, natural disasters, component or material shortages, cost
increases, acquisitions, changes in legal or regulatory requirements, or other similar problems. Some of the part that
the Company utilizes for its products are obtained through short- and medium-term orders rather than long-
term supply agreements. This may expose the Company to fluctuations in prices of components, materials and
equipment.

Cyber-attacks and malicious internet-based activity directed at supply chains have increased in frequency and
severity, and the Company cannot guarantee that third parties and infrastructure in its supply chain or its third-
party partners’ supply chains have not been compromised or that they do not contain exploitable defects or bugs that
could result in a breach of or disruption to its information technology systems or the third-party information
technology systems that support it and its services. Ransomware attacks, including by organized criminal threat
actors, nation-states, and nation-state-supported actors, are becoming increasingly prevalent and severe and can lead
to significant interruptions in its operations, loss of data, and income, reputational harm, and diversion of funds.
While the Company conducts risk assessments and gap analyses and have implemented monitoring and defense



solutions for its networks, devices applications, and system processes, there can be no assurance that any mitigation
measures that it has taken or will take will be successful in preventing or minimizing the consequences of cyber-
attacks or similar incidents.




The Company’s success will be dependent upon its ability to maintain relationships with existing suppliers who
are critical and necessary to the output and production of its vehicles and to create relationships with new
suppliers.

Currently, the Company has multiple collaborating raw material suppliers and outsourcing manufacturers. In the
years ending December 31, 2023, 2022 and 2021, the largest supplier of the Company accounted for approximately
88.3%, 39.7% and around 69% of the total purchases, whi le the second-largest supplier accounted for 2.8%, 15.7%
and around 18% of the total purchases, respectively. The Company’s success will be dependent upon its ability to
maintain its relationships with existing suppliers and enter into new supplier agreements. The Company relies on
suppliers to provide key components and technology for its products. Supplier agreements and purchase orders that
the Company has, and may enter into with key suppliers in the future, may have provisions where such agreements
can be terminated in various circumstances, including potentially without cause. In addition, if the Company’s
suppliers experience substantial financial difficulties, cease operations, or otherwise face business disruptions, the
Company would be required to take measures to ensure components and materials remain available. Any supply
chain disruption could affect the Company’s ability to deliver its products and could increase the Company’s costs
and negatively affect the Company’s liquidity and financial performance.

The Company generates a significant portion of its revenue from sales to customers in the PRC, so the Company’s
business is susceptible to any change in the PRC’s general political and economic environment.

The Company historically derives a significant portion of its revenue from sales to customers located in the PRC.

In the year ended December 31, 2023, 2022 and 2021, sales to customers located in the PRC accounted for approximately 62.5%, 73.5%
and 83.6% of total revenue for the period. Accordingly, the results of operations and prospects of the Company are subject to economic,
political and legal developments in the PRC.

The financial reforms that begun in the late 1970s have resulted in significant economic growth. However, any
economic reform policies or measures in the PRC may from time to time be modified or revised. The PRC’s
economy differs from the economies of most developed countries in many respects, including with respect to the
amount of government involvement, level of development, growth rate, control of foreign exchange and allocation of
resources. Although the Chinese government has implemented measures emphasizing the utilization of market forces
for economic reform, the reduction of state ownership of productive assets and the establishment of improved
corporate governance in business enterprises, a substantial portion of productive assets in the PRC is still owned by
the government. In addition, the Chinese government continues to play a significant role in regulating industry
development by imposing industrial policies. The Chinese government also exercises significant control over the
PRC’s economic growth through allocating resources, controlling payment of foreign currency-
denominated obligations, setting monetary policy, and providing preferential treatment to particular industries or
companies.

While the PRC economy has experienced significant growth in the past 30 years, growth has been uneven across
different regions and among different economic sectors. The Chinese government has implemented measures to
encourage economic growth and guide the allocation of the resources. Some of these measures may benefit the
overall Chinese economy but may have a negative effect on us. For example, the Company’s financial condition and
results of operations may be adversely affected by government control over capital investments or changes in tax
regulations.

Although the PRC economy has grown significantly in the past decade, that growth may not continue, as
evidenced by the slowing of the growth of the PRC economy since 2022. Any adverse changes in economic
conditions in the PRC, in the policies of the PRC government or in the laws and regulations in the PRC could have a
material adverse effect on a specific industry including our operating companies in the PRC. Such developments
could adversely affect our business and operating results, lead to reduction in demand for our services and adversely



affect the Company’s competitive position.

In addition, the Chinese government has substantial influence over the manner in which the businesses conduct
their operations in the PRC. For instance, the Chinese government has recently published policies that significantly
affected certain industries such as the education and internet industries. The Chinese government has exercised, and
continues to exercise, substantial control over virtually every sector of the Chinese economy through regulation and
state ownership. There is no assurance that the Chinese government will not announce new policies that significantly
affects the manner in which the Company conducts its business in the PRC, which could materially and adversely
impact the results of the Company’s operations and future prospects.




The unavailability, reduction or elimination of government and economic incentives or government policies which
are favorable for LIiDAR development efforts could have a material adverse effect on the Company’s business,
financial condition, results of operations, cash flows and prospects.

Any reduction, elimination, alteration, ineligibility, unavailability or discriminatory application of government
grants that the Company indirectly receives in relation to its research and development collaboration activities for
LiDAR may result in the diminished competitiveness of the Company’s end product in this regard.

There is no guarantee that such government grants, which have been made available for development of LiDAR
at NCHU, will be available in the future. If the current government grants are not available in the future,
development of LiDAR may stagnate or cease, which could adversely affect the Company’s business, financial
condition, results of operations, cash flows and prospects.

The Company collaborates with a range of third parties, including for certain business partners for key aspects of
its business, and any failure of these partners to deliver their services adequately will adversely impact its
business, operations, reputation, results of operations and prospects.

The Company contracts with third parties and universities like the NCHU to provide certain products and
services to its key customers. After designing certain semiconductor components, TCO plans to engage third party
semiconductor manufacturers to produce IC chipsets based on TCO’s designs. The Company has also entered into a
collaboration agreement with Professor Liu’s team at NCHU for the development of its LIDAR products.

Although the Company takes care to select its third-party business partners and contractors, it cannot control their
actions. If the Company’s vendors fail to perform as the Company expects, its operations and reputation could suffer
if the failure harms the vendors’ ability to serve the Company and its customers. One or more of these third-
party vendors may experience financial distress, staffing shortages or liquidity challenges, file for bankruptcy
protection, go out of business, or suffer disruptions in their business. The Company may not be able to renew or enter
into new arrangements with its third-party providers on terms satisfactory to it. If the Company successfully grows its
business as expected, its third-party providers will be required to meet increased requirements from it as it seeks to
serve greater customer demand.

The use of third-party vendors represents an inherent risk to the Company that could materially and adversely
affect its business, financial condition, results of operations, cash flows and prospects.

In addition, if any of the Company’s various counterparties experience financial difficulty, it could impact their
ability to fund and pursue capital expenditures, carry out their operations in a safe and effective manner and satisfy
regulatory requirements with respect to abandonment and reclamation obligations. If such companies fail to satisfy
regulatory requirements with respect to abandonment and reclamation obligations, the Company may be required to
satisfy such obligations and seek reimbursement from such companies. To the extent that any of such companies go
bankrupt, become insolvent or make a proposal or institute any proceedings relating to bankruptcy or insolvency, it
could result in such assets being shut-in, the Company potentially becoming subject to additional liabilities relating
to such assets and the Company having difficulty collecting revenue due from such operators or recovering amounts
owing to the Company from such operators for their share of abandonment and reclamation obligations. Any of these
factors could have a material adverse effect on the Company’s financial and operational results.

The Company’s research and development efforts may not yield expected results.

Technological innovation is critical to the Company’s success, especially in relation to LiDAR. The Company
has developed some of its technologies in-house, and it also collaborates with third-party business partners and



universities for the design and continued development of its LiDAR headlight offerings. The Company has heavily
invested in its research and development efforts and expect to continue doing so in the future. Research and
development activities are inherently uncertain, and there can be no assurance that the Company will continue to
achieve technological breakthroughs and successfully commercialize such breakthroughs in relation to LiDAR. A
delay in the development of LiDAR as part of the Company’s new advanced headlight offerings could delay its
expected timelines to bring such products to market, which would in turn damage its brand and reputation, adversely
affect its business, financial condition, results of operations, cash flows and prospects and cause liquidity constraints.
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The markets in which the Company competes are characterized by rapid technological change, which requires the
Company to continue to develop new products and product innovations, and could adversely affect market
adoption of its products.

While the Company intends to invest substantial amounts on research and development, continuing technological
changes in sensing technology, as well as changes in the ADAS and autonomous driving industries, could adversely
affect adoption of LiDAR or ADB and/or the Company’s products. The Company’s future success will depend upon
its ability to develop and introduce a variety of new capabilities and innovations to its existing product offerings, as
well as to introduce a variety of new product offerings to address the changing needs of the markets in which the
Company offers its products.

If the Company is unable to devote adequate resources to develop products or cannot otherwise successfully
develop products or system configurations that meet customer requirements, including pricing, on a timely basis or
that remain competitive with other technological alternatives, its products could lose market share, its revenue will
decline, it may experience operating losses and its business and prospects will be adversely affected.

If the Company fails to execute its growth strategy or manage growth effectively, its business, financial condition
and results of operations would be adversely affected.

The expected continued growth and expansion of the Company’s business and execution of its growth strategy
may place a significant strain on management, business operations, financial condition and infrastructure and
corporate culture. With continued growth, the Company’s information technology systems and its internal control
over financial reporting and procedures may not be adequate to support its operations and may allow data security
incidents that may interrupt business operations and allow third parties to obtain unauthorized access to business
information or misappropriate funds. The Company may also face risks to the extent such third parties infiltrate the
information technology infrastructure of its contractors.

To manage growth in operations and personnel and execute its growth strategy, the Company will need to
continue to improve its operational, financial and management controls and reporting systems and procedures. In
addition, the Company may face difficulties as it expands its operations into new markets in which it has limited or
no prior experience. Failure to manage growth effectively could result in difficulty or delays in attracting new
customers, declines in quality or customer satisfaction, increases in costs, difficulties in introducing new products
and services or enhancing existing products and services, loss of customers, information security vulnerabilities or
other operational difficulties, any of which could adversely affect the Company’s business, operating results and
financial condition.

The Company may experience delays in launching and ramping the production of its products and features, or the
Company may be unable to control its manufacturing costs.

The Company has previously experienced and may in the future experience launch and production ramp delays
for new products. In addition, the Company may introduce in the future new or unique manufacturing processes and
design features for its products. There is no guarantee that the Company will be able to successfully and timely
introduce and scale such processes or features.

In particular, the Company’s future business depends in large part on the successful commercialization of its
LiDAR and ADB products. The Company has relatively limited experience to date in design and manufacture
LiDAR and ADB products for mass production vehicle platform. In order to be successful, the Company will need to
implement, maintain and ramp up manufacturing capabilities, processes and supply chains and achieve the design
tolerances, high quality and output rates. Bottlenecks and other unexpected challenges may arise during its



production ramps, and the Company must address them promptly while continuing to improve manufacturing
processes and reducing costs. If the Company is not successful in achieving these goals, it could face delays in
commercialization of LIDAR and ADB products or be unable to meet its related cost and profitability targets.

Any delay or other complication in ramping the production of the Company’s current products or the
development, manufacture, launch and production ramp of its future products, features and services, or in doing so
cost-effectively and with high quality, may harm the Company’s business, prospects, financial condition and results
of operations.
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Failure to effectively expand the Company’s sales and marketing capabilities could harm its ability to increase its
customer base and achieve broader market acceptance of its solutions.

The Company’s ability to grow its customer base, achieve broader market acceptance, grow revenue, and achieve
and sustain profitability will depend, to a significant extent, on the Company’s ability to effectively expand its sales
and marketing operations and activities. The Company relies on its business development, sales and marketing teams
to obtain new OEM. The Company plans to continue to expand in these functional areas but it may not be able to
recruit and hire a sufficient number of competent personnel with requisite skills, technical expertise and experience,
which may adversely affect The Company’s ability to expand its sales capabilities. The hiring process can be costly
and time-consuming, and new employees may require significant training and time before they achieve full
productivity. Recent hires and planned hires may not become as productive as quickly as anticipated, and the
Company may be unable to hire or retain sufficient numbers of qualified individuals. The Company’s ability to
achieve significant revenue growth in the future will depend, in large part, on its success in recruiting, training,
incentivizing and retaining a sufficient number of qualified personnel attaining desired productivity levels within a
reasonable time. The Company business will be harmed if investment in personnel related to business development
and related company activities does not generate a significant increase in revenue.

If the Company fails to expand effectively into new markets, its revenues and business may be negatively affected.

New initiatives are inherently risky, as each involves unproven business strategies and new product offerings
with which the Company has limited or no prior development or operating experience. The Company’s future
success is mainly dependent on the successful commercialization of the Company’s LiDAR and ADB products.
Developing the Company’s products is expensive, and the investment in product development may involve a long or
unmaterialized payback cycle. Difficulties in any of its new product development efforts could adversely affect its
business, financial condition and results of operations.

In addition, even if the Company’s products have achieved successful commercialization, the Company could
experience increased warranty claims, reputational damage or other adverse effects, which could be material.

The Company’s investment of resources to develop new product offerings may either be insufficient or may
result in expenses that are excessive as compared to revenue produced from these new product offerings. Even if the
Company is able to keep pace with changes in technology and develop new products and services, its research and
development expenses could increase, its gross margins could be adversely affected and its prior products could
become obsolete more quickly than expected.

If the Company is unable to devote adequate resources to develop products or cannot otherwise successfully
develop products or services that meet customer requirements on a timely basis or that remain competitive with
technological alternatives, its products and services could lose market share, its revenue could decline, it may
experience higher operating losses, and its business and prospects could be adversely affected. Further, the
Company’s development efforts with respect to these initiatives could distract management from current operations
and could divert capital and other resources from its existing business. If the Company does not realize the expected
benefits of its investments, its business, financial condition, results of operations, and prospects, could be materially
and adversely affected.

The Company’s success depends on its ability to develop and maintain relationships with its partners.
The success of the Company’s business depends on its ability to develop and maintain relationships with its

partners, including its OEM partners, such as Foxconn and ZF Group. These relationships help the Company access
new customers and build brand awareness through the adoption of the Company’s products. If the Company fails to



maintain or develop relationships with OEMs, or if OEMs opt to partner with competitors rather than the Company,
its revenues may decline and its business may suffer.

In addition, the Company collaborates with Dr. Wood-Hi Cheng (“Dr. Cheng”)’s team at NCHU on the
development of the Company’s products. The relationship helps the Company to access research team and resources
at NCHU. If the Company fails to maintain such relationship, the development on the Company’s products may be
delayed, or faltered, which will, in turn, have a material adverse effect on the Company’s business, financial
condition and operating results.

There can be no certainty that the Company will be able to identify and contract with suitable additional OEM
partners. To the extent the Company does identify such partners, it will need to negotiate the terms of a commercial
agreement with such partners. There can be no assurance that the Company will be able to negotiate commercially-
attractive terms with additional OEM partners, if at all. The Company may also be limited in negotiating future
commercial agreements by the provisions of its existing contracts.
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the Company’s financial results may vary significantly from period to period due to fluctuations in its operating
costs or expenses and other foreseeable or unforeseeable factors.

the Company expects its period-to-period financial results to vary based on its operating costs, which the
Company anticipates will fluctuate as the pace at which it continues to design, develop and manufacture new
products and increases production capacity by expanding its current manufacturing facilities and adding future
facilities, may not be consistent or linear between periods. Additionally, the Company’s revenues from period to
period may fluctuate as it introduces existing products to new markets for the first time and as the Company develops
and introduces new products. The Post-Closing Company’s financial results may not meet expectations of equity
research analysts, ratings agencies or investors, who may be focused only on short-term quarterly financial results. If
this occurs, the trading price of the Company Ordinary Shares could fall substantially, either suddenly or over time,
and the Company could face costly lawsuits, including securities class action suits.

the Company may experience delays in launching and ramping the production of its products and features, or the
Company may be unable to control its manufacturing costs. TCO has previously experienced and may in the future
experience launch and production ramp delays for new products and features. In addition, the Company may
introduce in the future new or unique manufacturing processes and design features for its products. There is no
guarantee that the Company will be able to successfully and timely introduce and scale such processes or features.

Should the Company pursue acquisitions in the future, it would be subject to risks associated with acquisitions.

the Company may acquire additional assets, products, technologies or businesses that are complementary to its
existing business. The process of identifying and consummating acquisitions and the subsequent integration of new
assets and businesses into the Company’s own business would require attention from management and could result in
a diversion of resources from its existing business, which in turn could have an adverse effect on its operations.
Acquired assets or businesses may not generate the expected financial results. Acquisitions could also result in the
use of cash, potentially dilutive issuances of equity securities, the occurrence of goodwill impairment charges,
amortization expenses for other intangible assets and exposure to potential unknown liabilities of the acquired
business.

If the Company completes future acquisitions, it may not ultimately strengthen its competitive position or achieve
its goals and business strategy; the Company may be subject to claims or liabilities assumed from an acquired
company, product, or technology; acquisitions the Company completes could be viewed negatively by its customers,
investors, and securities analysts; and the Company may incur costs and expenses necessary to address an acquired
company’s failure to comply with laws and governmental rules and regulations. Additionally, the Company may be
subject to litigation or other claims in connection with the acquired company, including claims from terminated
employees, former shareholders or other third parties, which may differ from or be more significant than the risks the
Company’s business faces. If the Company is unsuccessful at integrating future acquisitions in a timely manner, or
the technologies and operations associated with such acquisitions, the revenue and operating results of the combined
company could be adversely affected. Any integration process may require significant time and resources, which
may disrupt the Company’s ongoing business and divert management’s attention, and the Company may not be able
to manage the integration process successfully or in a timely manner. the Company may not successfully evaluate or
utilize the acquired technology or personnel, realize anticipated synergies from the acquisition, or accurately forecast
the financial impact of an acquisition transaction and integration of such acquisition, including accounting charges
and any potential impairment of goodwill and intangible assets recognized in connection with such acquisitions. the
Company may have to pay cash, incur debt, or issue equity or equity-linked securities to pay for any future
acquisitions, each of which could adversely affect its financial condition or the market price of the Company
Ordinary Shares. Furthermore, the sale of equity or issuance of equity-linked debt to finance any future acquisitions
could result in dilution to the Company’s shareholders. The occurrence of any of these risks could harm the



Company business, financial condition, and results of operations.
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The Company may need to raise additional funds and these funds may not be available when needed or may be
available only on unfavorable terms.

The Company may need to raise additional capital in the future to further scale its business and expand to
additional markets. The Company’s development timeline progresses as planned and corresponding expenditures are
consistent with current expectations, both of which are subject to various risks and uncertainties, including those
described herein. the Company may raise additional funds through the issuance of equity, equity-related or debt
securities, or through obtaining credit from government or financial institutions. the Company cannot be certain that
additional funds will be available on favorable terms when required, or at all. If the Company cannot raise additional
funds when needed, its financial condition, results of operations, business and prospects could be materially and
adversely affected. If the Company raises funds through the issuance of debt securities or through loan arrangements,
the terms of which could require significant interest payments, contain covenants that restrict the Company’s
business, or other unfavorable terms. In addition, to the extent the Company raises funds through the sale of
additional equity securities, the Company shareholders would experience additional dilution.

The Company is exposed to fluctuations in currency exchange rates.

The Company transacts business globally in multiple currencies and has foreign currency risks related to its
revenue, costs of revenue and operating expenses. In addition, a portion of the Company’s costs and expenses have
been, and the Company anticipates will continue to be, denominated in foreign currencies, including the U.S. dollar
and Renminbi.

The majority of the Company’s products are sold through exports, which results in foreign currency translation
when converted into New Taiwan Dollars. This creates gains or losses from foreign exchange. In fiscal years ended
December 31, 2023, 2022 and 2021, the Company recorded exchange gains of NT$364,051 (U.S.$11,889) and
NT$42,092,000 (U.S.$1,374,660) and exchange loss of NT$9,864,199 (U.S.$322,149), respectively. As over 90% of
the Company’s sales are from exports, primarily in U.S. dollars, exchange rate fluctuations can significantly impact
the company’s profitability. If U.S. dollar depreciate against the New Taiwan Dollar, our revenue, which is primarily
denominated in U.S. dollar, will decrease, while our costs, which are primarily denominated in New Taiwan Dollar,
will remain the same. As a result, our profitability, business, financial condition and results of operation could be
materially and adversely affected.

The Company will continue to implement the following measures to mitigate the impact of exchange rate
fluctuations on its profitability:

(a) Collecting relevant information on exchange rate fluctuations, closely monitoring trends and changes, and
maintaining close communication with banks to promptly respond to potential risks.

(b) Maintaining an adequate level of foreign currency reserves, converting excess foreign currency into New
Taiwan Dollars in a timely manner to reduce exchange rate risk.

(c) Strengthening relationships with domestic suppliers and considering using foreign currency for payments
when appropriate, depending on exchange rate trends, to mitigate exchange rate risk.

However, there is no assurance that the Company will be able to effectively manage the foreign exchange
fluctuation or at all. The Company currently does not have any exchange hedge to mitigate the potential negative
effect of exchange rate fluctuations. If the Company fails to manage the foreign exchange rate risks, the Company’s
business, financial condition, and results of operation could be materially and adversely affected.



the Company’s estimates of market opportunity and forecasts of market growth may prove to be inaccurate.

From time to time, the Company makes statements with estimates of the addressable market for its solutions and
the global optical market in general. Market opportunity estimates and growth forecasts, whether obtained from
third-party sources or developed internally, are subject to significant uncertainty and are based on assumptions and
estimates that may prove to be inaccurate. This is especially so at the present time due to the uncertain and rapidly
changing projections of the severity, magnitude and duration of the current COVID-19 pandemic. The estimates and
forecasts relating to the size and expected growth of the target market, market demand and adoption, capacity to
address this demand and pricing may also prove to be inaccurate. In particular, estimates regarding the current and
projected market opportunity are difficult to predict. The estimated addressable market may not materialize for
many years, if ever, and even if the markets meet the size estimates and growth forecasts, the Company’s business
could fail to grow at similar rates.
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Concentration of ownership among the Company’s existing executive officers, directors and their affiliates may
prevent new investors from influencing significant corporate decisions.

the Company’s directors, executive officers and their affiliates as a group will beneficially own approximately
60% of the outstanding the Company Ordinary Shares. As a result, these shareholders will be able to exercise a
significant level of control over all matters requiring shareholder approval, including the election of directors, any
amendment of the articles of association and approval of significant corporate transactions. This control could have
the effect of delaying or preventing a change of control or changes in management and will make the approval of
certain transactions difficult or impossible without the support of these shareholder.

The Company’s insurance coverage strategy may not be adequate to protect it from all business risks.

The Company may be subject, in the ordinary course of business, to losses resulting from products liability,
accidents, acts of God and other claims against the Company, for which it may have no insurance coverage. The
policies that the Company does have may include significant deductibles or self-insured retentions, policy limitations
and exclusions, and the Company cannot be certain that its insurance coverage will be sufficient to cover all future
losses or claims against it. A loss that is uninsured or which exceeds policy limits may require the Company to pay
substantial amounts, which may harm its financial condition and results of operations.

If the Company fails to retain its existing senior management team or attract qualified new personnel, such
failure could have a material adverse effect on the Company’s business, financial condition and results of
operations.

The Company’s business requires disciplined execution at all levels of its organization. This execution requires
an experienced and talented management team. If the Company were to lose the benefit of the experience, efforts and
abilities of key executive personnel, it could have a material adverse effect on the Company’s business, financial
condition and results of operations. Competition for skilled and experienced management is intense, and the
Company may not be successful in attracting and retaining new qualified personnel required to grow and operate the
Company’s business profitably.

Investor confidence and share value may be adversely impacted if the Company concludes that the Company’s
internal control over financial reporting is not effective.

Effective internal controls are necessary for the Company to provide reliable financial reports and to help prevent
fraud. Although the Company undertakes a number of procedures in order to help ensure the reliability of its
financial reports, including those imposed on it under U.S. securities laws, the Company cannot be certain that such
measures will ensure that it will maintain adequate control over financial processes and reporting. Failure to
implement required new or improved controls, or difficulties encountered in their implementation, could harm the
Company’s results of operations or cause it to fail to meet its reporting obligations. If the Company discovers a
material weakness, the disclosure of that fact, even if quickly remedied, could reduce investor confidence in its
consolidated financial statements and effectiveness of the Company’s internal controls, which ultimately could
negatively impact the market price of the Company’s common shares.

the Company will incur significant increased expenses and administrative burdens as a public company, which
could have an adverse effect on its business, financial condition and results of operations.

the Company will face increased legal, accounting, administrative and other costs and expenses as a public
company that the Company did not incur as a private company. The Sarbanes-Oxley Act, including the requirements
of Section 404 thereof, as well as rules and regulations subsequently implemented by the SEC, the Dodd-Frank Wall



Street Reform and Consumer Protection Actof2010 and the rules and regulations promulgated and to be
promulgated thereunder, PCAOB and the securities exchanges, impose additional reporting and other obligations on
public companies. Compliance with public company requirements will increase costs and make certain activities
more time-consuming. A number of those requirements require the Company to carry out activities the Company has
not done previously. In addition, expenses associated with SEC reporting requirements will be incurred. Furthermore,
if any issues in complying with those requirements are identified (for example, if the auditors identify a significant
deficiency or material weaknesses in the internal control over financial reporting), the Company could incur
additional costs to rectify those issues, and the existence of those issues could adversely affect its reputation or
investor perceptions. In addition, the Company will purchase director and officer liability insurance, which has
substantial additional premiums. The additional reporting and other obligations imposed by these rules and
regulations increase legal and financial compliance costs and the costs of related legal, accounting and administrative
activities. Advocacy efforts by shareholders and third parties may also prompt additional changes in governance and
reporting requirements, which could further increase costs.
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Management estimates are subject to uncertainty.

In preparing consolidated financial statements in conformity with GAAP, estimates and assumptions are used by
management in determining the reported amounts of assets and liabilities, revenues and expenses recognized during
the periods presented and disclosures of contingent assets and liabilities known to exist as of the date of the financial
statements. These estimates and assumptions must be made because certain information that is used in the
preparation of such financial statements is dependent on future events, cannot be calculated with a high degree of
precision from data available, or is not capable of being readily calculated based on generally accepted
methodologies. In some cases, these estimates are particularly difficult to determine and the Company must exercise
significant judgment. Estimates may be used in management’s assessment of items such as fair values, income taxes,
stock-based compensation and asset retirement obligations. Actual results for all estimates could differ materially
from the estimates and assumptions used by the Company, which could have a material adverse effect on the
Company’s business, financial condition, results of operations, cash flows and future prospects.

Risks Related to Company’s Technology and Intellectual Property

The Company’s technology could have undetected defects, errors or bugs in hardware, firmware or software,
which could reduce market adoption, damage the Company’s reputation with current or prospective customers,
and/or expose the Company to product liability and other claims that could materially and adversely affect its
business.

The Company may be subject to claims that its ADB or LiDAR products have malfunctioned and persons were
injured or purported to be injured due to latent defects. Additionally, undetected errors, defects, especially as new
products are introduced or as new versions are released, could result in serious injury, including fatalities, to the end
users of technology incorporating the Company’s products, or those in the surrounding area. These risks are
particularly prevalent in the ADAS markets and self-driving vehicles. Some errors or defects in the Company’s
products may only be discovered after they have been tested, commercialized and deployed by customers. In
accordance with customary practice in the automotive industry, the Company provides its customer with a time-
limited warranty to its products. If such errors or defects occur within the respective warranty period, the Company
may incur significant additional development costs and product recall, repair or replacement costs. These problems
may also result in claims against the Company by its customers or by third parties.

Any insurance that the Company carries may not be sufficient or it may not apply to all situations. Similarly, to
the extent that such malfunctions are related to components obtained from third-party vendors, such vendors may not
assume responsibility for such malfunctions. Any of these events could adversely affect the Company’s brand,
reputation, financial condition or results of operations.

Any defects or errors in product or services offerings, or the perception of such defects or errors, or other
performance problems could result in any of the following, each of which could adversely affect the Company’s

business and results of operations:

e cxpenditure of significant financial and product development resources, including recalls, in efforts to
analyze, correct, eliminate or work;

e around errors or defects;
e loss of existing or potential customers or partners;

e interruptions or delays in sales;



e cquipment replacements;
e delayed or lost revenue;

e delay or failure to attain market acceptance;
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e delay in the development or release of new functionality or improvements;
e negative publicity and reputational harm;

e sales credits or refunds;

e cxposure of confidential or proprietary information;

e diversion of development and customer service resources;

e Dbreach of warranty claims;

e legal claims under applicable laws, rules and regulations; and

the expense and risk of litigation.

A successful product liability, warranty, or other similar claim could have an adverse effect on the Company’s
business, financial condition and results of operations. In addition, even claims that ultimately are unsuccessful could
result in expenditure of funds in litigation, divert management’s time and other resources and cause reputational
harm.

Any legal proceedings or claims against the Company could be costly and time-consuming to defend and could
harm its reputation regardless of the outcome.

The Company is and/or may in the future become subject to legal proceedings and claims that arise in the
ordinary course of business, including intellectual property, data privacy, product liability, employment, class action,
whistleblower and other litigation claims, and governmental and other regulatory investigations and proceedings.
Such matters can be time-consuming, divert management’s attention and resources, cause the Company to incur
significant expenses or liability, or require the Company to change its business practices. In addition, the expense of
litigation and the timing of this expense from period to period are difficult to estimate, subject to change, and could
adversely affect the Company’s financial condition and results of operations.

The Company’s properties may be subject to actions and opposition by non-governmental agencies.

The Company’s manufacturing and R&D facilities could be subject to physical sabotage or public opposition.
Such public opposition could expose the Company to the risk of higher costs, delays or even project cancellations.
The Company may not be able to satisfy the concerns of special interest groups and non-governmental organizations
and attempting to address such concerns may require the Company to incur significant and unanticipated capital and
operating expenditures. If any of the Company’s manufacturing and R&D facilities are the subject of physical
sabotage or public opposition, it may have a material adverse effect on the Company’s business, financial condition,
results of operations and prospects. The Company does not have insurance to protect against such risks.

17




Any failure, inadequacy, interruption, security failure or breach of the Company’s information technology
systems, whether owned by the Company or outsourced or managed by third parties, could harm the Company’s
ability to effectively operate its business and could have a material adverse effect on the Company’s business,
financial condition and results of operations.

The Company relies heavily on its information technology systems for many functions across its operations,
including managing the Company’s supply chain and inventory, processing customer transactions in the Company’s
stores, allocating lens processing jobs to the appropriate laboratories, the Company’s financial accounting and
reporting, compensating the Company’s employees and operating the Company’s websites. The Company’s ability to
effectively manage its business and coordinate the sourcing, distribution and sale of its products depends
significantly on the reliability and capacity of these systems. Such systems are subject to damage or interruption from
power outages or damages, telecommunications problems, data corruption, software errors, network failures, security
breaches, acts of war or terrorist attacks, fire, flood and natural disasters. The Company’s servers could be affected
by physical or electronic break-ins, and computer viruses or similar disruptions may occur. A system outage may
also cause the loss of important data. The Company’s existing safety systems, data backup, access protection, user
management and information technology emergency planning may not be sufficient to prevent data loss or long-
term network outages.

In addition, the Company may have to upgrade its existing information technology systems from time to time in
order for such systems to withstand the increasing needs of its expanding business. The Company relies on certain
hardware, telecommunications and software vendors to maintain and periodically upgrade many of these systems so
that it can continue to support the Company’s business. Costs and potential problems and interruptions associated
with the implementation of new or upgraded systems and technology or with maintenance or adequate support of
existing systems could disrupt or reduce the efficiency of the Company’s operations. The Company also depends on
its information technology staff. If the Company cannot meet its staffing needs in this area, it may not be able to
fulfill its technology initiatives while continuing to provide maintenance on existing systems.

The Company could be required to make significant capital expenditures to remediate any such failure,
malfunction or breach with its information technology systems. Further, additional investment needed to upgrade and
expand its information technology infrastructure would require significant investment of additional resources and
capital, which may not always be available or available on favorable terms. Any material disruption or slowdown of
the Company’s systems, including those caused by its failure to successfully upgrade our systems, and its inability to
convert to alternate systems in an efficient and timely manner could have a material adverse effect on the Company’s
business, financial condition and results of operations.

Risks Related to Doing Business in Taiwan

the Company faces substantial political risks associated with doing business in Taiwan and in the PRC, including
obtaining certain approvals from the Investment Commission of the Ministry of Economic Affairs in Taiwan,
particularly due to the relationship between Taiwan and the PRC.

the Company’s principal executive offices and substantially all of its assets are located in Taiwan, and
substantially all of its revenues are derived from its operations in Taiwan. Accordingly, the Company’s business,
financial condition and results of operations and the market price of the Company Ordinary Shares may be affected
by changes in Taiwan governmental policies, taxation, inflation or interest rates and by social instability and
diplomatic and social developments in or affecting Taiwan which are outside of the Company’s control. Taiwan has a
unique international political status. The PRC government asserts sovereignty over the PRC and Taiwan and does not
recognize the legitimacy of the government of Taiwan. The PRC government has indicated that it may use military
force to gain control over Taiwan if Taiwan declares independence or if Taiwan refuses to accept the PRC’s stated



“One China” policy. In addition, on March 14, 2005, the National People’s Congress of the PRC passed what is
widely referred to as the “anti-secession” law, a law authorizing the PRC military to respond to efforts by Taiwan to
seek formal independence. An increase in tensions between Taiwan and the PRC and the possibility of instability and
uncertainty could adversely affect the prices of the Company’s Securities. It is unclear what effects any of the events
described above may have on relations with the PRC. Relations between Taiwan and the PRC and other factors
affecting Taiwan’s political environment could affect the Company’s business.

Any lack of requisite approvals, licenses, permits or filings or failure to comply with any requirements of Taiwan
laws, regulations and policies may materially and adversely affect the Company’s daily operations.

In accordance with the relevant Taiwan laws and regulations, TCO, as the wholly-owned subsidiary of Semilux is
required to maintain various approvals, licenses, permits and filings to operate its business, including but not limited
to business registration, factory registration, tax registration and those with respect to environment protection. The
obtaining of these approvals, licenses, permits and filings are subject to satisfactory compliance with, among other
things, the applicable laws and regulations. If TCO is unable to obtain any of such licenses and permits or extend or
renew any of its current licenses or permits upon their expirations, or if TCO is required to incur significant
additional costs to obtain or renew these licenses, permits and approvals, the Company’s daily operations could be
materially and adversely affected.
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TCO is subject to restrictions on paying dividend or making other payments to the Company, which may restrict
the Company’s ability to satisfy its liquidity requirements.

As an exempted company with limited liability incorporated under the laws of the Cayman Islands structured as a
holding company, the Company may need dividends and other distributions on equity from TCO to satisfy its
liquidity requirements. Current Taiwan regulations permit TCO to pay dividends to their respective shareholders only
out of their after-tax accumulated profits, if any, which shall first make up previous losses and set aside at least 10%
of its accumulated profits each year as statutory reserve. These reserves are not distributable as cash dividends.
Furthermore, if TCO incurs debt on its own behalf in the future, the instruments governing the debt may restrict their
ability to pay dividends or make other payments to the Company. Any limitation on the ability of TCO to distribute
dividends or to make payments to the Company may restrict the Company’s ability to satisfy its liquidity
requirements. In addition, the dividend payments by TCO to the Company shall be subject to the withholding tax of
21%.

TCO is subject to foreign exchange control imposed by Taiwan authorities, which may affect the paying dividends,
repatriating the interest or making other payments to the Company.

Currently Taiwan regulates only those foreign exchange transactions that involve the conversion of the New
Taiwan Dollar into foreign currencies. Pursuant to the relevant provisions of Taiwan Foreign Exchange Control Act,
foreign exchange transactions of a value of NTD 500,000 or more shall be declared to the Central Bank of Taiwan
(“Taiwan CBC”). Further, for a remittance by a company as follows, relevant testimonials shall be submitted and
such remittance shall be subject to the reporting to and/pr approval of the Taiwan CBC: (i) a single remittance of an
amount of US$1 million or more; or (ii) annual accumulated settlement amount of foreign exchange purchased or
sold has exceeded US$50 million. Nevertheless, Taiwan government may impose further foreign exchange
restrictions in certain emergency situations, where Taiwan government experiences extreme difficulty in stabilizing
the balance of payments or where there are substantial disturbances in the financial and capital markets in Taiwan. If
the dividend payments or other payments by TCO to the Company involves the currency conversion from New
Taiwan Dollar to US Dollar, such conversion would be subject to the foregoing foreign exchange control imposed by
Taiwan authority. Under certain circumstances as prescribed by the relevant Taiwan regulations, documentary
evidence of such foreign exchange transactions shall be presented and such transactions shall be conducted at
designated foreign exchange banks in Taiwan which have the licenses to carry out foreign exchange business.
However, there is no assurance that these foreign exchange regulations will remain unchanged in the future. If the
relevant Taiwan regulations change in the future and any required approval is not obtained, TCO’s ability to make
payments to the Company in foreign currency may be restricted, and the Company’s capital expenditure plans,
business, operating results and financial condition may be materially and adversely affected.

Foreign exchange transactions for non-trade-related purposes or exceeding the applicable annual quota threshold
would require special approval from Taiwan CBC, which will be at the discretion of and considered by Taiwan CBC
on a case-by-case basis. Additionally, the Company may provide loans to TCO. If the term of the loan provided by
the Company to TCO is one year or more, the Company shall obtain prior approval from the competent authorities
before the loan can be remitted into Taiwan and TCO shall file a declaration of foreign debt to the competent
authority when the loan is remitted into Taiwan. the Company cannot assure you that the Taiwan government will
not intervene in such transactions or impose restrictions on the ability of the Company and its subsidiaries to transfer
cash.

If TCO expands into the PRC market, TCO may be subject to Taiwan regulations on investment or technical
cooperation in the PRC.



TCO currently focuses on the Taiwan market and may consider expanding its businesses in the mainland Chinese
market in the near future. Pursuant to the Taiwan Permission Regulations for Investment or Technical Cooperation in
the PRC and the Review Principles for Investments or Technical Cooperation in the PRC (“Permission
Regulations”), an investment or technical cooperation made by a Taiwanese investor in the PRC is subject to the
restrictions thereunder and requires the approval by the competent Taiwan authority, the Investment Commission, the
Ministry of the Economic Affairs (the “Taiwan Investment Commission”). The restrictions under the Permission
Regulations include a negative list in which investment or technical cooperation is prohibited as well as the
maximum investment amount. TCO does not believe its current operations in the PRC is restricted by the negative
list. There is no assurance that the negative list will not in the future contain key items of the Company such as
optical components, laser lights modules, LIDAR and ADB systems. Furthermore, depending on the amount invested
in the PRC, the Company may need to obtain approval from the Taiwan Investment Commission in order to make
investments in the PRC or to grant licenses to mainland Chinese entities. The Taiwan Investment Commission may at
its discretion reject the Company’s application. If the Taiwan Investment Commission prevents the Company from
making investment in the PRC or granting licenses to mainland Chinese entities, the Company may not be able to
expand its business in the PRC.
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Taiwanese investors holding more than 10% of the Company Ordinary Shares will be subject to Taiwan
regulations on investment or technical cooperation in the PRC for its investment or technical cooperation in the
PRC.

Under the Permission Regulations, for an investment made by a Taiwanese individual or entity (“Taiwanese
Investor”) in a “third region” company which conducts the investments or technical cooperation in the PRC defined
therein and such Taiwanese Investor (i) acts as director, supervisor, manager or equivalent position or (ii) has a
shareholding or capital contribution of more than 10% in such third region company, the investment in such a third
region company would also be deemed a defined investment in the PRC and therefore be subject to the Permission
Regulations.

Therefore, for the Company’s future investment or technical cooperation in the PRC, the Company’s Taiwanese
shareholders holding more than10% of the Company Ordinary Shares or acting as director, supervisor, manager or
equivalent position of the Company will need to apply for the foreign investment approval with the competent
Taiwan authority, the Taiwan Investment Commission in accordance with the Permission Regulations. There are
restrictions on the investment or technical cooperation with the PRC, including, without limitation, the annual
investment amount in the PRC shall be capped at US$5 million per year for Taiwan individuals or NTD 80 million or
60% of the higher of its stand-along net worth or consolidated net worth, whichever is higher, for a Taiwan small-
medium enterprise. Your indirect investment in the PRC via the Company under the Permission Regulations will be
calculated on the portion of your shareholding in the Company. If your aggregate investments in the PRC exceed the
annual ceiling amount, the Taiwan Investment Commission will reject your application for the exceeding investment
in the PRC. If a Taiwanese Investor fails to obtain applicable approvals from the Taiwan Investment Commission in
respect of its investment in the PRC, an administrative fine ranging NTD 50 thousand to 25 million and
imprisonment may be imposed.

ITEM 4. INFORMATION ON THE COMPANY
A. History and Development of the Company
Our Organization

Our corporate name is Semilux International Ltd. We are a Cayman Islands exempted company with limited
liability and we were founded on July 19, 2023. The mailing address for our principal executive office is 4F., No. 32,
Keya Rd., Daya Dist. Central Taiwan Science Park Taichung City 42881 Taiwan. Our telephone number is +886 04
2567 3281.

We operate through our two wholly-owned subsidiaries—Taiwan Color Optics, Inc., a company incorporated and
in existence under the laws of Taiwan with uniform commercial number of 25052644, and Semilux Ltd., a Cayman
Islands exempted company limited by shares.

Our Status as a Foreign Private Issuer under the Exchange Act

We are a “foreign private issuer” under SEC rules. Consequently, for so long as we continue to meet such
qualification, we will be subject to the reporting requirements under the Exchange Act applicable to foreign private
issuers. We are required to file our annual report for each year with the SEC by April 30 of the following year. In
addition, we will furnish reports on Form 6-K to the SEC regarding certain information that is distributed or required
to be distributed by us to our shareholders.



Based on such foreign private issuer status, under existing rules and regulations, we will not be required to file
periodic reports and financial statements with the SEC as frequently or as promptly as a U.S. company whose
securities are registered under the Exchange Act. We will also not be required to comply with Regulation FD, which
addresses certain restrictions on the selective disclosure of material information. In addition, among other matters,
our officers, directors and principal shareholders are exempt from the reporting and “short-swing” profit recovery
provisions of Section 16 of the Exchange Act and the rules under the Exchange Act with respect to their purchases
and sales of ordinary shares.

Despite our initial exemption due to our foreign private issuer status, we nevertheless currently expect to issue
interim quarterly financial information publicly and to furnish it to the SEC on Form 6-K.
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Our Status as an Emerging Growth Company

We are an “emerging growth company,” as defined in Section 2(a) of the Securities Act, as modified by the
JOBS Act. As such, we will be eligible to take advantage of certain exemptions from various reporting requirements
that are applicable to other public companies that are not “emerging growth companies” including, but not limited to,
not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act,
reduced disclosure obligations regarding executive compensation in their periodic reports and proxy statements, and
exemptions from the requirements of holding a non-binding advisory vote on executive compensation and
shareholder approval of any golden parachute payments not previously approved. We are a non-accelerated filer,
which is a company that has either a public float of less the $75 million or a public float from $75 million to less than
$700 million and annual revenues of less than $100 million. As long as we remain either an emerging growth
company or a non-accelerated filer, we will be exempt from the auditor attestation requirement. If some investors
find our securities less attractive as a result, there may be a less active trading market for our securities and the prices
of our securities may be more volatile.

Further, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply
with new or revised financial accounting standards until private companies (that is, those that have not had a
Securities Act registration statement declared effective or do not have a class of securities registered under the
Exchange Act) are required to comply with the new or revised financial accounting standards. The JOBS Act
provides that a company can elect to opt out of the extended transition period and comply with the requirements that
apply to non-emerging growth companies but any such election to opt out is irrevocable. We have elected not to opt
out of such extended transition period, which means that when a standard is issued or revised and it has different
application dates for public or private companies, we, as an emerging growth company, can adopt the new or revised
standard at the time private companies adopt the new or revised standard. This may make comparison of our
financial statements with certain other public companies difficult or impossible because of the potential differences
in accounting standards used.

We will remain an emerging growth company until the earlier of: (i) the last day of the fiscal year (a) following
the fifth anniversary of the closing of our initial public offering, (b) in which our total annual gross revenue of at least
$1.235 billion, or (c) in which we are deemed to be a large accelerated filer, which means the market value of our
ordinary shares that is held by non-affiliates exceeds $700 million as of the last business day of our most recently
completed second fiscal quarter; and (ii) the date on which we have issued more than $1.00 billion in non-
convertible debt securities during the prior three-year period. References to “emerging growth company” in this
proxy statement/annual report have the meaning associated with that term in the JOBS Act.

Functional and Reporting Currency

A substantial portion of our activity, including transactions with customers, as well as equity transactions and
cash investments, are incurred in U.S. dollars. Our management believes that the U.S. dollar is the currency of the
primary economic environment in which we operate. Thus, our functional and reporting currency is the U.S. dollar.

Where to get Additional Information

The SEC maintains an Internet site that contains reports, proxy and information statements, and other information
regarding issuers that file electronically with the SEC. We are subject to the information requirements of the
Exchange Act and will file annual and other reports, including this annual report, and other information with the
SEC. You can read our SEC filings, over the Internet at the SEC’s website at www.sec.gov. These documents, and
other information concerning us, is available on our website at https://investors.semilux.com. Information contained
on, or that can be accessed through, our website or any other website is expressly not incorporated by reference into



and is not a part of this annual report.
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B. Business Overview

The Company has historically focused on laser applied modules and their components, which are used in solid-
state light source projectors, car headlights, and sensors. The Company has also developed laser light source for
various applications including searchlights and laser stage lights. The Company has recently specialized in providing
key semiconductor chips, components and solutions for solid-state light detecting and ranging (LiDAR) and adaptive
driving beam (ADB) headlights that meet the automotive market standards, such as AEC-Q100, ISO 26262, and
IATF 16949. The Company aims to offer crucial chips and system solutions with good performance, cost-efficiency,
and automotive-grade reliability. The Company believes that its LiDAR and ADB products may empower the
implementation of large-scale advanced driver assistance systems and self-driving technologies.

With strategically positioned offices at Central Taiwan Science Park and Hsin Chu Science Park campuses, the
Company actively fosters collaboration with semiconductor experts and develop technologies leveraging the robust
semiconductor supply chain in Taiwan. The Company, as a Tier-2 supplier, offers a holistic and complete solution
for OEMs and Tier-1 partners engaged in the development and marketing of autonomous vehicles for the passenger
car market and other pertinent sectors, such as robotaxi, drones, shuttles, and commercial trucks. In 2018, the
Company was accepted as a Tier-2 supplier by BMW, wherein the Company supplied laser headlights to BMW
through BMW’s Tier-1 supplier, Osram Continental. Drawing upon breakthroughs in core components such as
OPA/VCSEL/FMCW/ASIC, the Company develops distinctive LIDAR and ADB solutions, which have, through the
Company’s collaboration with NCHU’s collaboration platform, led to successful partnerships with two renowned
leading ODM/OEM and Tier-1 partners, namely Foxconn and Pegatron. Moreover, the Company believes that its
innovative solutions can be extended to other industries that may benefit from higher level of automation, such as
drones, security, and landscape mapping.

The Company has developed a research partnership with a team at NCHU led by Dr. Cheng since 2015. With the
support of the NCHU team, the Company developed its distinctive LIDAR and ADB solutions. Due to the strength of
the products of the Company, the Company entered into an agreement with NCHU and Professor Chun-Nien Liu on
November 4, 2022 to provide pivotal chips and total solutions for high-performance solid-state LIDAR and ADB
smart vehicle lighting systems for the Foxconn’s Mobility In Harmony Open Electric Vehicle (MIH) Platform. The
Company therefore is connected to the emerging electric vehicle markets via Foxconn’s MIH Platform.

Foxconn’s MIH Platform aims to become a pioneering ecosystem in integrating LiDAR for Level 3 autonomous
driving with the ultimate goal of commercializing its electric vehicles (EVs) globally. Thus, the Company’s close
collaboration through the MIH Platform with Foxconn and its close partner, ZF Group, will position the Company at
the front line of the development of EVs.

In addition, through NCHU, the Company will also provide customized solid-state LIDAR and ADB total
solutions to Pegatron. Pegatron is a Tier-1 supplier to the EV market of the United States, whose existing customers
include Tesla and other renowned EV manufacturers.

The Company also plans to leverage Taiwan’s mature semiconductor vertical supply chain to facilitate the
Company’s production of the chipsets used in the Company’s LiDAR and ADB productions. The Company plans to
utilize the strong manufacturing capability of Taiwanese semiconductor manufacturers. The finished products will be
packaged and assembled inhouse at the Company into its LIDAR and ADB products. This process aims to create a
vertical production flow, thus making low-cost, high-performance solid-state LIDAR and ADB headlight a tangible
commercial prospect.

The Company envisions a future where the integration of Taiwan’s mature semiconductor vertical supply chain
becomes a global trend in the electric vehicle market. This integration, fostered through the Company’s collaboration



with partner customers, paves the way for low-cost, high-performance solid-state LIDAR to emerge as a tangible and
compelling commercial component for future automotives. By continuing to drive innovation, embracing rigorous
industry standards, and nurturing strong partnerships, the Company is committed to pioneering advancements in
autonomous driving technology and contributing to the transformation of the automotive landscape.
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Competitive Strengths

Differentiated products based on advanced technologies and benefit from Taiwan’s strong semiconductor
industry. The Company’s LiDAR and ADB solutions offer several advantages when compared to traditional
technologies, and they benefit from Taiwan’s strengths in the semiconductor industry and technology ecosystem:

LiDAR Technology. The Company’s solid-state LIDAR solution, utilizing OPA, VCSEL, FMCW, and ASIC chip
designs, provides advantages such as high scanning speed, precision, a fully solid-state structure, and excellent
controllability. This technology can be achieved through Taiwan’s advanced semiconductor processes, such as
CMOS integration, and can harness Taiwan’s expertise in chip design and manufacturing.

ADB Technology. The Company’s DMD-Hybrid System: The Company’s ADB solution, the DMD-
Hybrid system, introduces innovative components like high-contrast fluorescent chips, color filters, and Wafer-
Level Optics (WLO) components. These components improve ADB performance and meet complex lighting
requirements.

Advantages of Taiwan’s Resources. (1) Rich Talent Pool: Taiwan’s talent pool includes skilled engineers,
researchers, and semiconductor experts who contribute to the Company’s technological advancements.
(2) Semiconductor Manufacturing Expertise: The Company expects to utilize the production capacity and
manufacturing expertise of Taiwan’s well know semiconductor manufacturers, ensuring high-quality chip
production. (3) Vertical Integration: Taiwan offers a vertically integrated semiconductor supply chain, from chip
design and fabrication to module assembly. This ecosystem streamlines the development and production of the
Company’s LiIDAR and ADB solutions.

In summary, the Company’s LiDAR and ADB technologies represent significant advancements in the field,
benefiting from Taiwan’s semiconductor industry expertise and resources. Taiwan’s comprehensive semiconductor
ecosystem, including talent, foundries, and manufacturing capabilities, contributes to the Company’s competitive
edge in delivering cutting-edge automotive solutions.

The Company has a highly skilled R&D team. The Company has R&D teams in both Hsinchu and Taichung, all
with backgrounds in optics, electronics, IC design, and possessing extensive research and practical experience in the
relevant industry. The Company’s R&D team pioneers LiIDAR and ADB total solutions, and received substantial
support from Taiwan’s government initiatives. The Company’s R&D partner NCHU won the 2021 Future Tech
Awards for the breakthroughs that the Company and the NCHU R&D team have achieved in LiDAR and ADB
products. Moreover, the Company’s partnership with Foxconn via NCHU has consistently provided the Company’s
R&D team with invaluable knowledge and familiarity with Foxconn’s and other applicable industry technical and
validation requirements. These professionals undergo meticulous training to design, operate, and validate IC designs,
adhering to the stringent vehicle standards through our partnership with Foxconn.

Production capacity and Taiwan’s Semiconductor Ecosystem. Taiwan plays a significant role in semiconductor
manufacturing and design, with an extensive and tightly integrated semiconductor ecosystem. Leveraging its close
ties with Taiwan’s semiconductor ecosystem, the Company is able to offer its IC chips at reasonable costs to
Tier-1 Suppliers. The production capacity of Company involves the partnerships of notable IC foundries and other
OSAT companies in Taiwan, along with printed circuit board manufacturers. These manufacturing partners also
provide chip optimization services in addition to manufacturing process.

The Company harnesses the rich resources of Taiwan’s semiconductor ecosystem. This ecosystem offers
unparalleled convenience and efficiency at a reasonable cost, which we expect will enable the Company to thrive in
the dynamic EV automotive industry landscape. The Company has developed amicable relationships and ongoing



discussions with well-known semiconductor manufacturers, such as Taiwan Semiconductor Manufacturing Company
(“TSMC”), regarding IC design and production specifics. The Company expects that its existing relationships with
semiconductor manufacturers will enable it to ramp up production capacity of IC Chipsets quickly through purchase
orders, if needed, and provide the Company with the crucial understandings of the intricacies of IC design and
production, which will help the Company to align design and production cycle and ensure reliability in the
Company’s products. The Company offers its customers a comprehensive range of IC design and production
services, including (1) optimized IC and references, (2) modified software and hardware designs, (3) new IC
specifications, and (4) iterative IC testing, with the goal to achieve improved performance, lower power
consumption, and reduced costs.
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Competitive Pricing. Tier-1 suppliers and automotive producers are cost-sensitive for components, especially for
high-value components like LiDAR. These producers seek competitive pricing and place significant importance on
pricing when choosing suppliers. The Company took into account this consideration during the development of its
original solution architecture. By leveraging the Company’s ties with Taiwan’s vertically integrated semiconductor
ecosystem, the Company is poised to deliver exceptional cost-effectiveness, performance, and low power
consumption for crucial chips used in high-performance solid-state LIDAR and ADB smart vehicle lighting systems.

Quality and Safety Certifications. 1t is paramount for any automotive component suppliers to meet the rigorous
industry standard. Meeting the requirements of functional safety standards, such as AEC-Q100, ISO 26262, and
IATF 16949, is a time-intensive and labor-intensive process that requires close collaboration with stakeholders in the
automotive industry, including Tier-1 suppliers and car manufacturers. The Company has obtained all necessary
certification for its products to be accepted by Tier-1 suppliers and car manufacturers. In 2017, the Company
obtained ISO 9001:2015 certification, followed by ISO 14001:2015 certification in 2019. Since 2022, the Company
has held the IATF 16949 certification for automotive industry quality management systems. Since 2017, the
Company has held certifications for its relevant module products from major international manufacturers, which
granted the Company access to the automotive light source module supply chain.

Through a strong working relationship with Tier-1 suppliers such as Foxconn, Pegatron, and ZF Group, the
Company will indirectly provide components, systems, and subsystems to automobile manufacturers. The Company
has already demonstrated its capability to design, operate, and validate chip designs through adherence to the
stringent IATF 16949 automotive component standards and functional safety norms. This is especially advantageous
for the Company as typically OEMs in the automotive sector would require their suppliers to undergo automotive-
grade certification before using their components.

The Company’s working relationship with Foxconn has provided the Company’s engineers and R&D personnel
with invaluable competitive advantages. Regular audits by ZF Group and Foxconn ensure the unwavering adherence
to these standards by the Company. This dynamic collaboration has also yielded remarkable results, allowing the
Company to seamlessly integrate its innovative technologies into Foxconn’s MIH. We believe that this synergy
positions the Company uniquely in the development of future generation of EVs. The Company plans to replicate this
close relationship with other automotive Tier-1 suppliers.

Favorable Industrial Tailwinds in ADB Markets. In recent years, intelligent driving has become a prominent
trend in the automotive industry. Global car manufacturers, international automotive lighting manufacturers, and
light source technology suppliers are actively developing advanced ADB headlights. The Company expects the ADB
market to reach $3.5 billion in 2025. Furthermore, with the increasing demand for automotive safety, there is an
increased demand for highlights with increased illumination range. The advanced lighting sources, such as laser, will
be able to address such needs, and the Company believes that its deep knowledge in the laser lighting technology will
give the Company an advantage in the ADB market.

LiDAR is One of the Fastest-Growing Segments in Automotive Market. For Level 2+ and higher levels of
autonomous driving, the incorporation of LiDAR will achieve more precise environmental mapping and positioning.
The Company expects that the mainstream car manufacturers will adopt a system where millimeter-wave radar,
LiDAR, and cameras serve as redundant backups and supplements to one another, enhancing the autonomous driving
system’s ability to accurately perceive the surroundings and make informed and secure decisions and plans. The
Company expects the market size of LIDAR products to reach $4.4 billion in 2025.

Global Market Experience and Connection. The Company’s collaboration with strategic partners provide it with
access into the major markets around the world. The Company’s participation in the Foxconn’s MIH Platform gives
the Company exposure to the PRC and other emerging markets. The Company’s relationship with ZF Group allows



the Company’s products to be integrated into the European market, and the relationship with Pegatron gives the
Company access to the U.S. market. The Company’s strategic foothold in major automotive markets such as the
U.S., the PRC, and Europe allows the Company to keep a close eye on the global market trends, and thus allow the
Company to promptly respond to any change in demand and adapt its product accordingly to mitigate any adverse
impact of.
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The Company’s Growth Strategy

Achieving the highest functional safety level in ISO 26262 standard (ISO 26262 ASIL D) in self- driving systems
requires ‘intelligent’ redundancy of critical components. Sensor packages play a key role in self-driving systems as
they provide the necessary insight into the vehicle’s surroundings, crucial for accurate driving decisions. Intelligent
redundancy goes beyond adding more of the same type of sensors to handle the failure of individual sensor. The
intelligent self-driving system integrates multiple types of complimentary sensors so that if one type of sensors faces
challenges in certain conditions, others can step in effectively, ensuring reliable driving decisions. For example, in a
low visibility scenario, a LiDAR system can better detect the surroundings than a camera system, and the LIDAR
system may take a more active role in an urban driving environment, where it can process the complex surroundings
more accurately than a camera system.

Today, cameras and radar are both common in ADAS systems and self-driving vehicles. Both have advantages in
ADAS and autonomous driving applications and are relatively mature technologies and can be manufactured at a
competitive pricing point to be equipped in vehicles of different price ranges. The Company believe that a mature
Level 3 to Level 5 self-driving system will require LiDAR system in addition to camera and radar because camera
systems are vulnerable to manipulations and radar systems have very limited range. However, the high cost of
LiDAR has slowed down the integration of LiDAR to be adopted in ADAS systems and autonomous driving
vehicles.

The Company’s growth strategy centers on IC design, optical components, and the delivery of solid-state laser-
based sources for the development of LiDAR and ADB solutions that can be mass produced and equipped at a
competitive price point. Leveraging the abundant resources of Taiwan’s semiconductor ecosystem, the Company
aims to achieve an optimal balance of durability, convenience, efficiency and cost-effectiveness, which will allow the
Company to excel in the dynamic landscape of the EV automotive industry.

In addition, guided by a collaborative spirit, the Company carefully selects suitable clients and maintains an
intensive service approach to foster cooperation in order to develop competitive products. The Company has
successfully made breakthroughs in LIDAR and ADB systems through its partnerships with Foxconn, ZF Group and
Pegatron through NCHU. The Company plans to replicate the synergistic relationship in the further with other
Tier-1 Suppliers and/or car manufacturers.

The Company’s current R&D focus is primarily on solid-state LIDAR and ADB smart vehicle lighting solutions.
The Company’s believe that its technology breakthroughs position it as a significant contributor to the rapid adoption
of ADAS and self-driving technologies. The Company’s R&D efforts will prioritize system development in
partnership with its collaborators, as well as the development of chips tailored to the specifications and feedback of
Tier-1 Suppliers. The Company will then customize its chip solutions for LIDAR modules and maintain ongoing
communication to ensure its products meets the demand of each car manufacturer. The Company anticipates that this
approach will lead to an increase in the sales of its chip set solutions and modules. The Company’s IC solutions for
LiDAR and ADB systems offer high performance at a reasonable cost. These chips comply with the rigorous
industry standards, which will facilitate the adoption of the Company’s LiDAR and ADB solutions in Level 3 to
Level 5 autonomous driving vehicles and other ADAS systems.

The Company intends to capitalize on favorable industry tailwinds to grow its business. The Company expects
that size of the global autonomous driving market will reach $11.6 billion by 2025, the LiDAR industry will reach
$4.4 billion by 2025, the ADB market will reach $3.5 billion by 2025, and the vehicles with L2 autonomous driving
features contributes to 43% of annual vehicle sales by 2025.

Product Offerings



Current Product/Service Offering
The Company has focused on laser lights modules and optical components, which are used in projectors, car
lights, and optical sensors. The Company is also actively developing applications for laser stage lights for its laser

light modules. While the Company now focuses on the development of LiDAR and ADB modules and components,
laser light source modules and other optical components will continue to be bedrock products of the Company.

Laser Lights Modules and related optical components:

The Company produces the following laser lights modules and related optical components, which are mainly
used in commercial projectors, car lights, and optical sensors.
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Laser Lights Module. A laser lights module typically consists of high-intensity laser diodes and fluorescent chips
that emit focused and intense beams of light. These laser beams are then directed onto a fluorescent material, which
converts the blue laser light into a bright and highly visible white light. The resulting white light is powerful and can
provide enhanced illumination. In its automotive application, one of the key advantages of laser lights is their ability
to produce a concentrated and long-reaching beam, which improves visibility and safety for the driver, especially in
challenging nighttime conditions or low-visibility situations. In addition to its extended range, laser lights are also
more energy efficient, as compared to existing HID car lamps or LED lights.

Color Filters. Color filters can separate light from a specific band from a continuous light source. The
Company’s color filters are made from a glass substrate that has a high penetration characteristic and has a high laser
damage threshold (LDT), and the Company’s color filters are widely used in optical/laser modules.

Color Filter Wheels. Color filter wheels use a variety of color filters with different angles, with the motor high-
speed rotation to form the separation and filtration of light, and restore the red-green-blue (RGB) three primary
colors. Color filter wheels are an important optical component of a DLP-type projector.

Fluorescent Chip and Wheel. Fluorescent material bodies stimulated by blue light, producing high-
intensity yellow/green light, and is an important component for projectors.

Wafer Level Optics. Wafer Level Optics enables an incident light source to be evenly distributed to achieve the
best mixing and overlap effect, and can bring about effective compensation and correction to mitigate defects and
defects caused by optical modules.

New Products under Development

In its focused development of LiDAR and ADB systems, the Company has the following products at different
stage of development:

IC Components: The Company is developing the following IC components, which are mainly used in the
Company’s LiIDAR or ADB systems:

Application specific integrated circuit (ASIC). ASIC is custom IC designed to meet the unique requirements
of LiDAR or ADB systems. ASICs integrate multiple functions into a single chip, enabling precise laser
emission, detection, signal processing, and data analysis for various applications, reducing the need for external
components and improving system reliability. ASICs are specialized integrated circuits designed to enhance the
performance and functionality of LiDAR or ADB systems, enabling precise and rapid 3D sensing and data
collection.

Frequency Modulated Continued Wave (FMCW) Driver IC. FMCW Driver IC is a specialized integrated
circuit designed to generate and modulate microwave signals for use in LiDAR system. This FMCW system
operates by continuously transmitting a signal with a varying frequency, called the chirp signal. The chirp signal
consists of a continuous wave with a linearly increasing or decreasing frequency over time. When the chirp signal
interacts with objects in the environment, it gets reflected back to the radar receiver. By analyzing the time delay
between the transmitted and received signals and the frequency shift (Doppler effect), FMCW LiDAR systems
can determine the range, speed, and movement of objects. Therefore, a FMCW Driver IC is a crucial component
in FMCW LiDAR systems, providing the capability to generate, modulate, and amplify microwave signals for
applications that require accurate distance measurement, object detection, and speed determination.



Optical Phased Array (OPA) Chip. OPA chip is a semiconductor-based device designed to manipulate and
control laser beams or light waves with high precision. It achieves this by leveraging the principles of phased-
array technology, which allows for the precise steering of light beams in different directions without the need for
mechanical components like mirrors or lenses. OPA technology offers advantages such as rapid scanning
capabilities, high precision, and a solid-state design, making it a valuable tool in various applications, particularly
those requiring agile and high-performance light steering.

26




Vertical Cavity Surface Emitting Laser (VCSEL). VCSEL is fabricated using semiconductor materials, and
emits light perpendicular to the surface. The basic structure of a VCSEL consists of several layers of
semiconductor materials arranged in a cylindrical or disk-like shape. These layers include an active region
sandwiched between two distributed Bragg reflectors (DBRs). The DBRs consist of multiple layers with
alternating high and low refractive indices, creating a highly reflective surface. VCSELs are widely used in
various applications, including optical communication, 3D sensing, and gesture recognition, due to their unique
characteristics.

Solid State LiDAR Module. A solid-state LIDAR module is an advanced and compact LiDAR sensor that utilizes
solid-state technology and OPA technology to perform highly accurate and rapid 3D sensing and environmental
mapping without the need for moving parts, such as rotating mirrors or mechanical scanning. Solid-state LIDAR
modules represent a significant technological advancement in the field of LiDAR, offering several advantages over
traditional mechanical or MEMS LiDAR systems.

ADB Module of DMD-Hybrid System. An ADB Module in a DMD-Hybrid System refers to an Adaptive Driving
Beam Module used in conjunction with a DMD and laser lights sub-module. This combination of technologies is
primarily applied in automotive lighting systems to enhance road safety and visibility for drivers while minimizing
glare for oncoming vehicles.

The Development Process in the Automotive Electronics/LIDAR Industry

In general, the journey of creating a car-grade electronic components follows a series of steps, from the initial
concept to mass production, and eventually to phasing out. This process typically includes the following stages:

1. Planning and Roadmap: During this phase, Tier-2 suppliers work together with Tier-1 and OEM partners to
create a roadmap for development and testing of the products. They collaborate and plan the development of
the product, which usually takes more than a year.

2. Creating Prototype Samples and Certification: After the planning stage, Tier-2 suppliers work on creating
prototypes. The prototypes need to meet specific standards and regulations required for automotive use,
which usually takes over a year. After the completion of the prototype, the Tier-2 supplier will submit the
prototype to Tier-1 suppliers for further testing and validation. The testing and validation usually takes one
year. As for semiconductor chips plus packaged sub-modules, the design cycle and reliability verification
may carry on for continuous period of 5 years, as the whole supply chain and finished goods have to be
qualified by various reliability and systematic standards.

3. Moving to Mass Production: Once the prototype samples are validated, Tier-2 suppliers begin a test
production of the products. The Tier-1 supplier then tests and validates these test production components,
ensuring they meet the necessary quality criteria. Once the test production components are approved, the Tier
2 suppliers will work with Tier 1 suppliers and car manufactures to source the production and the shipping
logistics for the products. Once the production schedule and logistics are finalized, the Tier-2 supplier starts
to mass produce of their products and supply them to Tier 1 suppliers, which will in turn integrate such
components in its products. The OEM begins to use these components in their vehicles. The finalization of
mass production logistics will also typically take more than a year to complete.

4. Maintaining Supply: After successful mass production, the components are supplied consistently for
around 10-15 years before eventually being phased out or replaced by newer or upgraded modules. Tier 2
suppliers will typically remain as the suppliers for the components for the whole life-cycles of the products,
and thus, enjoy a consistent stream of orders.



Currently, the Company’s development of LIDAR and ADB solutions is at Stage 2. The Company has provided
the solid-state LIDAR prototype samples to Foxconn for integration in its MIH platform. The Company has also
provided its LIDAR prototype and ADB systems to ZF Group and Pegatron for testing and validation. The company
is currently customizing its prototype based on the feedbacks of its Tier-1 suppliers customers. The Company will
work on further testing and validation and provide the next generation prototypes with semiconductor chips
(OPA/VCSEL/FMCW/ASIC) to Tier-1 suppliers for their advanced research projects. Thereafter, the Company
expects to move to mass production. The Company expects that its products will be mass produced within the next
two to three years based on the current progress of development and feedbacks from the Tier-1 suppliers. However,
the Company may experience delay and/or setbacks in its development, and the Tier-1 suppliers may not select the
Company as a supplier, which would have a material and adverse effect on the Company’s business, financial
condition and results of operation.
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Various Development Trends and Competitive Landscape of Products
Technical Differentiation

LiDAR Total Solution. Currently, the LiDAR system in the market typically employs mechanical rotation
technology to achieve 360-degree environmental scanning. This mechanical system uses a rotating mirror to direct
laser light, which is then collected by a detector to achieve environmental awareness. However, mechanical rotation
systems are large in size and require manufacturing processes, resulting in low production yields and high
manufacturing costs. Additionally, for effective deployment, of the mechanical LiDAR devices will need to be
installed on the vehicle roof, which not only creates visual blind spots but also conflicts with the streamlined design
of automobiles. Another LiDAR technology utilizes Micro-Electro-Mechanical Systems (MEMS), which involve the
direct fabrication of movable micro-mirrors on silicon chips to reflect laser light. This approach enables the creation
of micro-scale structures for rapid high-resolution scanning. However, the structural design of movable micro-
mirrors is susceptible to environmental influence such as heat and mechanical fatigue, which reduce its reliability.
Therefore, the industry has been pursuing fully solid-state scanning methods as a better technology solution.

One of these solid-state scanning methods is the flash LiDAR system. This system emits a single laser pulse in
one direction and relies on a large-area photosensitive array to receive the reflected light. However, the instantaneous
emittance of laser covering of a wide area and the large-area reception sensors lead to significant energy
consumption and a limited detection range, which limits the application of this method in automotives. Furthermore,
Optical Phased Array (OPA) LiDAR system is another promising solid state scanning method for automotive
applications. OPA LiDAR system operates similarly to phased-array radar by adjusting the refractive index of each
emitting array unit to change the laser’s emission angle. Compared to the previously mentioned mechanical scanning
technologies, optical phased array technology offers advantages such as high scanning speed, high precision, a fully
solid-state structure, and excellent controllability, making it highly valuable for autonomous vehicle environment
perception. OPA technology can be achieved through various methods, including using thermoelectric control
combined with CMOS processes to integrate light sources, scanning elements, and sensors on a single chip. Another
approach involves Liquid Crystal on Silicon (LCoS) technology. However, challenges such as the poor thermal
stability of thermoelectric materials, slow liquid crystal modulation speeds, high processing complexity, and poor
operability in harsh environments have hindered the commercialization of OPA technology in automotives.

The Company’s LiDAR solution differs from traditional OPA designs as described above. The Company
prepares a compact OPA chip with a reflective multi-layer and bipolar electronic control structure to enhance both
the field-of view (FOV) and resolution in the LiDAR system. The Company’s LiDAR system integrates a VCSEL
laser source, an APD light sensor, a trans-impedance amplifier (TIA), and a programmable chip (FPGA or ASIC)
into a compact solid-state LIDAR. This OPA chip can generate a specific phase or a continuous sweep between 0 and
360° at estimation rate of 1GHz to adjust independently the amplitude. The chip-surface features the 2200
individually addressable nano-resonators in a 6 x 4 mm? area with no micromechanical elements or liquid crystals. A
key feature of this design is to apply the reflective multi-layer and bipolar (NPN) electronic control structure in each
nano-resonator. In the Company’s OPA system, the nano-resonators are used to adjust the scanning wide FOV and
high angle resolution. In designing OPAs, there are several design tradeoffs and challenges to balance various
requirements in automotive applications, such as cost of materials, size of the LiDAR, scanning resolutions and
detection range. The Company’s design aims to achieve balance for mass production, but also retains flexibility to be
upgraded for high end vehicle models.

ADB Total Solution. ADB, or Adaptive Driving Beam, is designed to ensure that the oncoming or preceding
vehicles are not dazzled by the light. The lighting system must generate multiple independently switchable light
patterns to significantly improve the length and width of nighttime illumination. ADB illuminates a distance greater
than 150 meters, providing a clearer vision of the surroundings for vehicles traveling at high speeds. It offers a larger



nighttime field of vision for navigating sharp bends or obstacles outside the road, while also automatically avoiding
glare for other vehicles, thus greatly reducing the occurrence of nighttime accidents. The ADB system will need to be
able to not only determine the position and distance of oncoming vehicles, but adjust the light projection area to
prevent headlight glare and traffic accidents. The key hardware technologies lie in the precise manufacturing of the
light source module. ADB headlight technology primarily includes mechanical shutters, LED matrix beams, Digital
Micromirror Devices (DMD), LCD, micro Adaptive Front-Lighting System (¢4F'S), and laser scanning. However,
due to the requirements of complex driving environment, there is still significant room for improvement in terms of
lighting pixel performance and brightness capabilities.
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To improve on performance and brightness, the Company’s ADB module —the DMD-
Hybrid system — includes the following components: high contrast fluorescent chips, color filter, and WLO
components. The Company’s DMD-Hybrid system utilizes white phosphor-based technology and high-
resolution DMD in conjunction with automotive sensors to meet the requirements for adaptive dynamic adjustment
of the lighting area. This enables the headlight to have ADB functionality (controlling illumination for oncoming
vehicles, pedestrians, and road signs) as well as projection capabilities (road markings and lane assistance). The
Company’s ADB module complies with automotive lighting regulations and can withstand high temperatures and
humid environments, demonstrating high reliability. The developed ADB module meets the ECE European headlight
regulations and the requirements of ADB testing according to the standards of the Society of Automotive Engineers
(SAE).

Technical Approach

Currently, most LIDAR companies in the market employ either the first-generation mechanically rotating LiDAR
or the second-generation MEMS mirror scanning LiDAR. However, both of these generations involve moving
mechanical components, leading to concerns regarding operation and reliability. Therefore, the pursuit in the industry
is towards a fully solid-state scanning approach. The Company has focused on developing commercially viable
solutions for solid-state LIDAR and laser projection-based ADB headlights by using emitter components like
OPA/VCSEL/FMCW/ASIC. The Company’s efforts have been recognized in that the Company’s R&D partner, the
NCHU team, won two Future Tech Awards in 2021 and Taiwan government grants in 2021 and 2022. The
Company’s LiDAR solution includes the following components:

1. ASIC (This chip processes the signal coming from the detectors and controls the system functions.):
Elevating the optical budget of the system and optimizing detection capabilities within a specified optical
budget.

2. FMCW: Can determine the range, speed, and movement of objects.
3. OPA: Incorporating a reflective structure with semiconductor processes, offering cost advantages.

4. Single crystal phosphor plate: With a higher thermal conductivity coefficient, these plates outperform
standard commercial fluorescence plates by over two times.

5. VCSEL: Enhancing light emission energy and addressing heat dissipation concerns.
6. Wafer optical component: Distributing light output to enhance overall optical system efficiency.

The Company plans to achieve high point-cloud quality for solid-state LIDAR through the development and
utilization of proprietary devices such as OPA/VCSEL/FMCW/ASIC, along with customized signal processing
algorithms.

The Company’s IC chipsets used in LIDAR and ADB modules has the technical advantages of leveraging both
semiconductor and solid-state processes, offering substantial optimizations in terms of stability, cost-effectiveness,
compactness, and power efficiency. The Company plans to outsource the production of its IC chipsets to third party
semiconductor manufacturers to reduce cost of manufacturing. The Company expects that the ample production
capacity of Taiwanese semiconductor manufacturers will be able to meet the Company’s potential production needs.
The anticipated applications for the Company’s IC chipsets include Level 3 autonomous driving systems, unmanned
vehicles, rail transport, and security and surveillance.



Material Partnerships
Relationship with NCHU

The Company has formed a close research partnership with the research team lead by Professor Chun-Nien Liu at
NCHU. The Company started its collaboration with Professor Liu in relation to high performance laser projectors in
2015 and has been in collaboration with Professor Liu on various aspects of LiDAR and ADB technologies,
including the development of low temperature static glass phosphor for advanced laser light source, LIDAR modules
in laser headlights, high efficiency photoluminescence display module in scanning laser lighting, advanced high
power laser light sources, and hybrid solid-state LIDAR modules for self-driving vehicles, since 2017.
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The Company typically enters into research collaboration with Professor Liu and NCHU for each research
project, with the Company providing partial funding for each such research project. The Company’s R&D personnel
will also participate in the research and development process of each research project. For each research project,
NCHU retains the intellectual property for any development resulted from it. In return for its contribution, the
Company typically receives a non-exclusive license to commercialize the intellectual properties, while NCHU agrees
not to grant any license to third parties for two years.

On November 4, 2022, the Company entered into a joint development agreement with NCHU and Professor Liu
to jointly develop hybrid LiDAR for self-driving vehicles (the “2022 Joint Development Agreement”). Pursuant to
the 2022 Joint Development Agreement, the Company contributes approximately 35% of the total research expenses
and pays a one-time license fee of NTD 1 million to NCHU. In return, the Company receives a non-exclusive license
to commercialize the intellectual properties derived from the research activities under a license agreement entered
into among NCHU, Professor Liu and the Company on November 10, 2022. Each of NCHU and Professor Liu
agrees not to grant any other license to use the intellectual properties under for two years following the signing date
of the license agreement.

Relationship with Foxconn via NCHU

The Company has forged a strategic partnership with Foxconn through the Company’s collaboration with
NCHU. This partnership is based on the breakthroughs in the Company’s research in core components such as OPA,
FMCW, and ASIC components, and LiDAR solutions.

Foxconn had entrusted NCHU to help Foxconn develop LiDAR solutions for EV. Given the Company’s expertise
in LiIDAR, NCHU collaborated with the Company to help deliver the LiDAR solution for Foxconn. The partnership
between the Company and NCHU (and indirectly with Foxconn) was solidified on November 4, 2022, when the
Company entered into the 2022 Joint Development Agreement. This collaboration focuses on providing pivotal chips
and comprehensive solutions for high-performance solid-state LIDAR and ADB smart vehicle lighting, respectively.
The Company submitted the prototype of its LIDAR and ADB systems to Foxconn for testing and validation on
May 22, 2022, and expects to work with Foxconn to customize the prototype for mass production. Foxconn has
expressed its willingness to select the Company’s LiDAR and ADB systems in the MIH EV platform subject to
successful validation and testing of the Company’s prototype. Hence, the Company believes that its close working
relationship with NCHU and its relationship with Foxconn through NCHU will position it uniquely in the evolving
EV industry.

Relationship with ZF Group via NCHU

Through the partnership with Foxconn, ZF Group, a close partner with Foxconn in its MIH platform, has
expressed its interest to integrate the Company’s LiDAR and ADB systems in ZF Group’s offering to car
manufacturers in Europe. The Company anticipates submitting the prototype of its LIDAR and ADB systems to ZF
Group for testing and validation in the second quarter of 2024, and expects to work with ZF Group to customize the
prototype for mass production. ZF Group is a Tier-1 supplier to many renowned automobile brands in Europe. After
the solid-state LIDAR and ADB solutions have been tested and validated by ZF Group, the Company is expected to
provide customized solid-state LIDAR and ADB total solutions to ZF Group for integration in vehicles sold in the
European markets.

Relationship with Pegatron via NCHU

Through Professor Liu, the Company’s research achievement has also attracted the attention of Pegatron, who
has expressed willingness to integrate the Company’s LiDAR and ADB systems in Pegatron’s offering to car



manufacturers. The Company anticipates submitting the prototype of its LIDAR and ADB systems to Pegatron for
testing and validation in the fourth quarter of 2024, and expects to work with Pegatron to customize the prototype for
mass production. Pegatron is a Tier-1 supplier to the EV market in the United States whose customers include Tesla.
After the solid-state LIDAR and ADB solutions have been tested and validated by Pegatron, the Company is
expected to provide customized solid-state LIDAR and ADB total solutions to Pegatron for integration in EVs sold in
the U.S. market.

The working relationships with Foxconn, ZF Group and Pegatron underscore the Company’s dedication to
delivering cutting-edge solutions and its ability to meet the stringent requirements of the vehicle certifications. The
Company’s commitment to quality and safety certifications is backed by regular audits from OEM and
Tier-1 supplier partners, ensuring the adherence to industry standards and functional safety norms. This collaborative
effort positions the Company uniquely and sets the stage for continued innovation and leadership in the rapidly
evolving EV industry.
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Relationships with Semiconductor Manufacturers

The Company has developed amicable relationships and has ongoing discussions with well-
known semiconductor manufacturers regarding IC design and production specifics. The Company expects that its
existing relationship with semiconductor manufacturers will enable it to quickly ramp up production capacity of IC
Chipsets through purchase orders, if needed, and provide the Company with the crucial understandings of the
intricacies of IC design and production, which will help the Company to align design and production cycle and
ensure reliability in the Company’s products.

The collaboration leverages Taiwan’s mature semiconductor vertical supply chain. The Company plans to design
pivotal chips and collaborate with well-known semiconductor manufacturers for the manufacturing process. This
vertical production flow aims to make low-cost, high-performance solid-state LIDAR and ADB headlights a tangible
commercial prospect.

Research and Development

Addressing the cost and performance challenges posed by high-priced LIDAR and ADB modules, which have
impeded the swift integration of autonomous driving by automotive manufacturers, the Company has adopted a
comprehensive strategy: the Company has undertaken the complete design of essential chips and components within
the LIDAR and ADB modules: OPA, VCSEL, FMCW, ASIC, and optical components. This approach has resulted in
the establishment of an extensive portfolio of related intellectual property, a factor that the Company believes confers
on the Company a significant competitive advantage, as it adds to the challenge for other market participants to
effectively develop and commercialize comparable solutions.

The assembly of LiDAR systems is an additional aspect that increases their price and decreases performance.
One of the most challenging design problems is the location of the transmitter and the receiver which must be
spatially separated to avoid crosstalk. Complicated designs to address this issue will also increase manufacturing
complexity and reduce production yields. The Company’s proprietary design enables its design to not only to
integrate the core building blocks of the LIDAR on a single chip but also to realize a true monostatic design in which
the Company can transmit and receive from the same pixel, while having a relatively simple assembly process.

The Company’s chip designs (such as OPA, VCSEL, FMCW, and ASIC) provide a cost-effective, calibration-
and maintenance-light, scalable, and reliable high-performing System-on-Chip (SoC). A SoC is a highly integrated
semiconductor device that incorporates multiple electronic components and functions into a single microchip. It is
designed to provide a complete computing or processing system on a single chip, often including a microprocessor or
microcontroller, memory, input/output interfaces, and various specialized hardware components. Their integration of
multiple functions onto a single chip offers several advantages, including reduced power consumption, smaller form
factors, and improved performance, making them a key enabler of autonomous vehicles.

Recent Successful Technology or Product Developments

The Company has achieved the product and technology breakthroughs as outlined in the following table:

Year Research and Development Achievements

2017 e Development of high-temperature resistant isotropic optical component wafer

e Development of flow-temperature static phosphor for advanced laser automotive lighting source

2018 ® Development of high-temperature static phosphor



¢ Implementation of fully automated inspection system

e Improvement of dielectric coating production technology

® Development of miniaturized white laser light module

31




Year Research and Development Achievements

2019 e Development of high- reliability static phosphor process
e Optimization of automated production equipment
e Optimization of phosphor wheel production technology and equipment
e Development of high- temperature, high-resolution color automotive GOBO
2020 e Development of laser stage lighting fixtures
e Development of laser processes for phosphors and optical component substrates
e Improvement of yield in dielectric coating production
2021 e Development of solid-state LIDAR prototype
e Development of multifunctional optics of ADB headlights
e Development of automation measurement system for isotropic optical components
2022 e Development of OPA chip
e Development of DMD-Hybrid System of ADB headlight prototype
2023 e Development of multi-sensor fusion algorithm
Competition
Competition in the automotive LiDAR and ADB markets is extremely fierce. Automakers and their markets are
very sensitive to the cost of high-value components like LIDAR and ADB. Many emerging companies continue to
work on the research and development of high-value semiconductor components, including multi-function, high
computing speed and cost-effective chips. This fierce competition promotes rapid technological advancement. The
number of cars equipped with this technology will increase significantly over the next decade.
LiDAR Market
The market for competitive automotive sensing solutions that enable autonomous driving is still developing. As a
result, the Company faces competition from a range of companies seeking to developing LiDAR solutions or sensing
solutions utilizing other technologies to be incorporated in self-driving vehicles and it may take a period of time for
its primary competitors to emerge. The Company’s competitors mainly consist of companies developing LiDAR
technologies focusing on automotive applications and car manufacturers that have developed, are in the process of
developing, their own sensing solutions, using LiDAR technologies or other sensing systems, such as camera.
The Company’s competitors are working to advance technology, reliability, and innovation in their development
of new and improved solutions. The Company expects that its products will continue to face competition from
existing competitors and new companies emerging in the LiDAR, camera and radar industries. Within the LIDAR

segment of the industry, where competition is based significantly on performance and cost and energy efficiency, the
Company faces competition from companies utilizing a variety of laser wavelengths such as ~905nm and ~1550nm



lasers, as well as a variety of steering mechanisms, such as mechanical, Optical Phased Array, MEMS, Flash or other
Solid State LiDARs. Some of the competitors have formed close partnerships with top-tier automotive OEMs and
Tier-1 suppliers to test and deploy their solutions, and have advanced to commercialization stages.

Some of the Company’s competitors have opted to develop systems to only use other sensing technologies, such
as camera or a combination of camera and radar, as sensing solutions for self-driving vehicles. Some competitors are
currently selling solutions that offer lower levels of performance in ADAS. In the passenger car ADAS market, a
number of competitors have already achieved substantial market share using camera and radar-based perception
sensing solutions.

The Company believes that LIDAR technologies will be an integral part of total sensing solution empowering
self-driving vehicles. By leveraging the Taiwanese semi-conductor industry, the Company believes that its products
will deliver good performance while driving down the costs for LIDAR. The Company’s partnership with several
Tier-1 partners demonstrated the market acceptance of the Company’s products.

While LiDAR competitors will continue to emerge and recede, the Company believes that its LIDAR products
and close working relationships with its Tier-1 partners have created completive advantage to other competitors. The
Company expects that its technology and continuing innovation, as well as its cooperation with leading
Tier-1 companies, will establish its position as a leader in advancing LiDAR technology in the market based on
several market differentiators.
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ADB Market

The market for intelligent car lighting system to improve road safety is still developing, but the market for car
lighting system is well established. As a result, the Company faces competition from a range of established
automotive appliance manufactures developing ADB systems for automotive uses and automotive manufactures who
have developed, or are in the process of developing, their own ADB systems.

The Company’s competitors typically are focusing on ADB systems utilizing LED lights as light sources. The
Company believes that its ADB systems utilizing laser lights as light sources is more competitive in terms of
illumination range, image resolution and energy efficiency than the current offering of ADB systems. However, LED
as a light source for car lighting systems has been adopted by the majority of the market due to its cost effectiveness,
durability, low manufacturing complexity and low maintenance costs. In the luxury vehicle segments, where cost is
of less concern, the Company has witnessed increased adoption of laser powered ADB systems. The Company
believes that with the development of laser technologies, the laser based ADB systems will be more widely adopted
for vehicles at lower price range.

The Company’s competitors have achieved substantial market share in the car lighting system and have
developed longstanding relationship with automotive manufacturers. These competitors will likely leverage their
existing market position to capture ADB markets. The Company expects that it will need to include more
functionality in its products and price the products at a competitive pricing point to effectively compete with the
established competitors. The Company’s current partnership with several Tier-1 suppliers demonstrated that the
market acceptance of the Company’s products.

The Company believes that its ADB systems using superior laser lights as lighting source and its deep knowledge
in laser technology will allow its products to be effectively differentiated from other offerings in the market. The
Company believes that its existing relationship with Tier-1 suppliers will help establish itself as a serious competitor
in the ADB market.

Sales and Marketing

The Company has a history of specializing in laser applied modules and their components, serving a variety of
industries such as projectors, automotive lighting, sensors, and laser stage lights. To date, the Company primarily
conducts sales and marketing using its own dedicated in-house sales team in Taiwan. Typically, the Company’s sales
team markets the Company’s laser module and optical component products through trade shows, marketing
campaigns and industry relationships. The Company has developed relationships with several automotive
components suppliers for laser modules.

Over time, the Company has strategically shifted its sales and marketing focus towards providing essential
semiconductor components and solutions for solid-state LIDAR and ADB headlights, meeting stringent automotive
industry standards such as AEC-Q100, ISO 26262, and IATF 16949. These components and solutions are
characterized by their exceptional performance, cost-efficiency, and automotive-grade reliability, making them
integral for large-scale advanced driver assistance systems and self-driving technologies.

Through its partnership with NCHU, the Company’s partnership with Foxconn, ZF Group and Pegatron,
renowned Tier-1 suppliers, demonstrates the marketability and sophistication of the Company’s products.

Leveraging partnerships with Foxconn’s MIH EV platform, ZF Group, and Pegatron, the Company plans to
further market its products to Tier-1 suppliers and car manufacturers in major automotive markets, such as the U.S.,
the PRC and Europe, through endorsement from existing partners, attending trade shows, and conducting market



campaigns.

By strategically positioning itself in these key markets, the Company maintains a strong global presence,
allowing for continuous monitoring of global market trends. This approach enables the Company to respond
promptly and adapt swiftly to mitigate the impact of market fluctuations, ensuring sustained growth and adaptability
in the ever-evolving automotive industry.
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Manufacturing

The Company currently manufactures all of its products at its own facilities at the Central Taiwan Science Park.
With strategically positioned offices at Hsin-Chu Science Park, the Company actively fosters collaboration with
semiconductor experts and develops technologies within Taiwan’s semiconductor supply chain.

The manufacturing process for the Company’s optical components products encompasses several crucial steps:

Grinding: This initial phase of the manufacturing process involves precision grinding of raw materials. It’s a
meticulous procedure aimed at achieving the desired shape and specifications for the optical components.

Screening: During this step, the processed materials undergo screening to ensure that they meet stringent
quality and size requirements. The screening process is vital to maintain the integrity of the optical
components.

Mixing: The mixed materials are precisely combined to create the composition necessary for the optical
components. This step demands precision to guarantee the desired optical properties.

Sintering: Sintering is a critical heat treatment process where the mixed materials are subjected to high
temperatures, causing them to compact and fuse together. This step is essential to achieve the required
material density and structure for optimal optical performance.

Slicing: After the sintering process, the optical components are sliced into the desired shapes and sizes.
Precision slicing ensures that the components meet exact specifications and performance standards.

Following the completion of the slicing process, rigorous inspection and meticulous packaging procedures are
carried out to ensure the quality and protection of the optical components.

The primary raw materials used in the Company’s optical components manufacturing include yttrium oxide
powder, lutetium oxide powder, aluminum oxide powder, cerium oxide powder, zirconia bricks, high-refractive-
index coating targets, low-refractive-index coating targets, aluminum substrates, and various packaging materials. To
secure a stable supply chain, the Company typically engages multiple suppliers for each type of raw material.
Notably, during the fiscal years ending on December 31, 2022 and 2023, the Company experienced no shortages of
raw materials, ensuring uninterrupted manufacturing operations.

The design and manufacturing process for the Company’s semiconductor chips utilizing Taiwan’s semiconductor
ecosystem is as follows:

1.

Design and Development: The process begins with the design of semiconductor chips tailored to the specific
requirements of applications like LIDAR and ADB. This phase involves research and development efforts to
create efficient and reliable chip designs. The Company designs the relevant chipset inhouse with close
collaboration with its Tier-1 suppliers.

Wafer Fabrication (outsourced): Semiconductor chips are typically fabricated on thin wafers made of silicon
or other semiconductor materials. The wafer fabrication process involves the deposition of various thin films,
patterning using photolithography, and etching to create the chip’s circuitry. Wafer fabrication will be
performed by third party semiconductor manufacturers to improve the cost-effectiveness and efficiency.

3. Packaging (outsourced): Once the semiconductor chips are fabricated, they are carefully packaged to protect



them from external factors such as moisture and physical damage. Packaging also provides electrical
connections to external devices. Packaging will be performed by third party semiconductor manufacturers to
improve the cost-effectiveness and efficiency.
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4. Testing and Inspection (outsourced): Throughout and at the end of the wafer fabrication and packaging
process, rigorous testing and inspection procedures are used to identify defects, ensure quality control, and
verify that the chips meet design specifications. Typically, the testing and inspection will be performed by
third party semiconductor manufacturers. The Company may also engage another third party inspection firm
for its inspection services.

5. Final Testing: After packaging, the chips undergo comprehensive testing to verify their functionality and
performance. This includes electrical, functional, and reliability testing.

The Company follows stringent quality assurance protocols to guarantee that the manufactured chips meet
industry standards and customer requirements. The Company leverages Taiwan’s semiconductor ecosystem to ensure
the highest quality and performance of its semiconductor chips. Notably, during the fiscal years ending on
December 31, 2022 and 2023, the Company experienced no shortages of raw materials, ensuring uninterrupted
manufacturing operations.

The manufacturing process for the Company’s laser lights, LIDAR, ADB modules includes the following steps:

1. Essential component procurement: The manufacturing process begins with the procurement of essential
components. The Company collaborates with multiple trusted suppliers for each type of raw material to
maintain a reliable supply chain.

2. Assembly: The various components are assembled meticulously, following strict quality control procedures.
This step requires a highly skilled workforce to ensure the precise alignment and connection of each element.

3. Testing and Quality Control: Rigorous testing and quality control checks are conducted at various stages of
assembly to identify and rectify any defects or deviations from specifications. This includes optical
performance testing, electrical testing, and durability assessments.

4. Calibration: The laser lights modules undergo a calibration process to fine-tune their performance and ensure
that they meet the specified output parameters. This step is critical to achieving optimal laser performance.

5. Integration: Once the individual components and modules pass all quality checks and calibration, they are
integrated into the final laser lights module. This step involves careful handling to avoid contamination and
damage.

6. Final Testing: A final round of comprehensive testing is conducted on the fully assembled laser lights
modules. This includes functionality tests, environmental tests, and performance evaluations to guarantee that
each module meets or exceeds the required standards.

The essential components for the Company’s laser lights, LiDAR, ADB modules include laser light source,
optical components, photodetectors, semiconductor chips, amplifiers, MEMS, display/control interfaces, power
management components, communication interfaces, enclosures and various packaging materials. The Company
typically engages multiple suppliers for each type of essential components, and has not experience any shortage of
essential components during the financial years that ended December 31, 2021, 2022, and 2023.

Seasonality

The automotive industry, in contrast to many other sectors, exhibits a remarkable degree of stability and is
characterized by its resistance to seasonal fluctuations. The automotive sector remains largely unaffected by the



traditional seasonal patterns and external factors that influence other industries.
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The History and Development of the Company

The table below shows the significant events in the Company’s history since its founding in October 2009.

Year Significant Events in the Company’s History

2009 e Completed its registration and was established, named Taiwan Color Optics, Inc.

2012 e Obtained certification as a qualified supplier of critical components to Texas Instruments (TI).
2015 ® Obtained approval to establish a facility in the Central Taiwan Science Park.

® Received the first prize in the Annual Awards from the Asia Science Park Association (ASPA).

e Awarded Taiwan government’s research project grant for collaboration with NCHU Prof. Wood-Hi Cheng and Chun-Nien
Liu’s R&D team.

2018 ® Obtained approval to establish a Research and Development Center in the Hsinchu Science Park.

e Shipped automotive optical component products to the German manufacturer BMW for laser car lamps.

2020 e Established partnership with Foxconn through NCHU team.
2021 e Joined Foxconn’s MIH EV Platform.
2022 e Obtained IATF 16949 certification for automotive quality management systems.

e Established partnership with ZF group through the Company’s involvement with MIH EV Platform.

2023

Established partnership with Pegatron through NCHU team.
Employees and Human Capital

The Company is committed to nurturing a culture that places a strong emphasis on teamwork, values creativity,
professionalism, transparency, constructive dissent, and accountability among its employees. This cultural ethos is
reflected in the Company’s recruitment decisions.

Throughout various stages of growth, the Company has successfully attracted and retained talented individuals
and leaders from both the automotive and consumer electronics industries to drive the realization of its ambitious
vision.

As of December 31, 2023, the Company had a workforce of 58 employees. The employees at the Company are
not organized under any labor unions, and the company is proud of its positive reputation in maintaining healthy
employee relations. To date, the Company has not experienced work stoppages, strikes, or any disputes with its
employees.

The following table sets forth the number of the Company’s employees categorized by function as of
December 31, 2023.

Number of
Function Employees




Research & Development
Manufacturing
Administrative

Sales and Marketing

Total
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Intellectual Property

The success and competitive edge of the Company are dependent on its capacity to develop and safeguard core
technologies and intellectual property. The Company possesses a range of intellectual property, including patents and
registered trademarks, confidential technical information, and knowhow in LiDAR and ADB technology, as well as
software development.

The Company has submitted patent and trademark applications to further bolster these rights and enhance its
ability to defend against third parties. Moreover, the Company secures its proprietary rights through agreements with
business partners, supply chain vendors, employees, and consultants, alongside vigilant monitoring of industry trends
and product developments.

As of December 31, 2023, the Company held 24 approved and granted patents and has two pending patent
applications, in the United States, Taiwan and the PRC. The Company’s patents and patent applications span a broad
spectrum of system-level and component-level aspects of its core technologies, encompassing LiDAR systems, ADB

systems, lasers, scanners, fluorescent materials, optical components, and sensing technologies.

Patents — Taiwan

Application Patent
No. Patent No. Date Issue Date Patent Name Duration

1 1721380 2019/2/27 2021/3/11  Lighting Device with Safeguard Means and 2021/3/11 —2039/2/26
Wavelength Converting Device Thereof

2 1684820 2019/2/27 2020/2/11  Diffusion Color Wheel with Different Gloss And 2020/2/11 —2039/2/26
[lumination Module of Projecting Device

3 M588266 2019/08/27  2019/12/21 Optical Color Wheel Device 2019/12/21 —2029/08/26

4 1680341 2019/02/27 2019/12/21  Light Source Module for Projecting Device 2019/12/21 —2039/02/26

5 1680307 2019/02/25 2019/12/21 White Light [llumination System 2019/12/21 —2039/02/24

6 1632421 2017/05/19  2018/08/11 Optical Wheel 2018/08/11 —2037/05/18

7 1603119 2013/11/18 2017/10/21 Glass Fluorescent Color Wheel and The 2017/10/21 —2033/11/17
Manufacturing Method Thereof

8 1589543 2015/05/26 2017/07/01 Method for Producing Sheets of Glass Phosphor 2017/07/01 —2035/05/25

9 1576651 2015/10/08  2017/04/01 Projector Compound Optical Color Wheel Device 2017/04/01 — 2035/10/07

10 1556053 2015/01/14  2016/11/01 Optical Module for An Optical Projection Apparatus 2016/11/01 —2035/01/13

11 1556052 2015/01/14  2016/11/01 Optical Color Wheel Assembly and Optical Color 2016/11/01 —2035/01/13
Wheel Thereof

12 1548927 2013/11/18 2016/09/11 Glass Fluorescent Color Wheel with An Anti- 2016/09/11 —2033/11/17
Reflective Coating Layer

13 1526768 2013/11/05 2016/03/21 Laser Projector Module Utilizes Glass Phosphor As A 2016/03/21 —2033/11/04
Color Mixing Element

14 1498601 2013/11/05 2015/09/01 Multi-Band Glass Fluorescent Color Conversion Film 2015/09/01 —2033/11/04
and The Manufacturing Method Thereof

15 1498599 2013/11/05 2015/09/01 Method for Manufacturing A Low Temperature Glass 2015/09/01 —2033/11/04
Phosphor Lens and The Lens Manufactured Thereof

16 1498661 2013/11/05  2015/09/01 Integrated Glass Fluorescent Color Wheel and The 2015/09/01 —2033/11/04
Manufacturing Method Thereof

17 M483456 2013/12/31 2014/08/01 Color Wheel and Color Wheel System Including The 2014/08/01 —2023/12/30
Same

18 M483448 2013/12/31 2014/08/01 Anisotropic Optical Device 2014/08/01 —2023/12/30
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Patents — U.S.

No. Patent No. Application No. Patent Name
1 9850158 15/164,319 Method for Producing Sheets of Glass Phosphor
2 10310252 15/810043 Optical Wheel
3 10845033 16/797532 White Light [llumination System
4 11467430 16/800096 Light Source Device with Safety Mechanism and Wavelength Converting Device Thereof

Patents — People’s Republic of China

No. Patent No. Application No. Patent Name

1 71.201520344114.8 201520344114.8 Optical diffuser plate and its module
2 Z1.201921470287.9 201921470287.9 Optical color wheel device

Trademarks
No. Mark Registration No. Class Status Expiration Date
A
1 _Co» Wheelless 02074406 099 Valid 2030/07/31

R

2. Opt]7 01761245 009 Valid 2026/03/31

3. ‘ ) 01803294 009 Valid 2026/11/15
o7

4 < CO» Wheelless 02074601 011 Valid 2030/07/31
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Cybersecurity Management

The Company has established an information department responsible for planning, implementing, developing,
and managing various information systems and equipment within the Company. It is also responsible for formulating
and implementing information security and management guidelines, conducting security operations, promoting
security awareness, and handling security incidents. The Company has implemented specific information security
management policies for operations including ERP systems, Easy Flow approval systems, internet and email usage,
password settings, software downloads, storage media, and file backups. Additionally, proactive monitoring of
network traffic is performed, and any anomalies are promptly addressed. Employee education and training on
information security are conducted periodically to cultivate a culture of security awareness.

The Company has not experienced any information security incidents in the years ended December 31, 2023,
December 31, 2022 and December 31, 2021, nor has it incurred any losses or impacts therefrom.

Facilities

The Company leases all of its facilities, and does not own any real property. The Company believes that its
current facilities are adequate to meet its immediate needs and that, should it be needed, additional space will be
available on commercially reasonable terms to accommodate any expansion of the Company’s operations.

The Company’s corporate headquarters are located at 4F., No.32, Keya Rd., Daya District, Central Taiwan
Science Park, Taichung City 42881, Taiwan, where it leases an office with 1141.75 square meters pursuant to a lease
agreement that is in effect until December 31, 2024. The corporate headquarters primarily contain engineering,
research and development, sales and administrative functions.

In addition, the Company also leases factory premises located in the Central Taiwan Science Park, with aggregate
3233.07 square meters pursuant to lease agreements that are in effect until December 31, 2024. The facilities
primarily contain manufacturing, research and development, testing functions.

The Company also leases one factory premise at 3A1-3, 3F., No.1, Lixing 1%t Rd., Hsinchu Science Park, Hsinchu
City 30078, Taiwan, with 372.53 square meters pursuant to a lease agreement that are in effect until December 31,
2024. The facility primarily contains research and development functions.

Regulation
Regulations on Company Establishment

The establishment, operation and management of companies in Taiwan is governed by the Taiwan Company Act,
which was latest amended on December 29, 2021. There are four types of companies in Taiwan: unlimited company,
unlimited company with limited liability shareholders, limited company and company limited by shares. Unlimited
company and unlimited company with limited liability shareholders are rarely used in practice; a company limited by
shares is the most common form of business undertaken for foreign investors in Taiwan. The Taiwan Company Act
applies to both Taiwan domestic companies and foreign-invested companies, unless otherwise provided in the
relevant foreign investment laws and regulations.

The Company is a company limited by shares, and has been current with its corporate filings with the Central
Taiwan Science Park Bureau.

Regulations on Foreign Investment



The principal regulations governing foreign investments in Taiwan are the Statute for Investment by Foreign
Nationals, the Regulations for Verification of Investment by Overseas Chinese and Foreign Nationals, and the
Regulations Governing Investment in Securities by Overseas Chinese and Foreign Nationals. In order to efficiently
provide services and manage foreign investments, Taiwan government has specifically established the Taiwan
Investment Commission.

All investments made by foreign nationals within the territory of Taiwan must comply with the provisions of the
Statute for Investment by Foreign Nationals and receive permission from the Taiwan Investment Commission.
According to the administrative ordinance “Negative List for Investment by Overseas Chinese and Foreign
Nationals” issued by the Taiwan Investment Commission, Taiwan maintains a negative list of industries closed to
foreign investment because the authorities assert relate to national security and environmental protection, including
public utilities, power distribution, natural gas, postal service, telecommunications, mass media, and air and sea
transportation. Except for certain specific sensitive activities, foreign investments in a Taiwan listed company are
generally not restricted in Taiwan but are subject to the prior approval from the Taiwan Investment Commission if a
foreign investor wants to acquire 10% or more of the shares of a Taiwan listed company. The approval must be
obtained before the final completion of the transaction.
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Regulations on Mergers and Acquisitions

The main laws and regulations governing merger and acquisition (“M&A”) activities in Taiwan are the Merger
and Acquisition Act, the Company Act, the Securities and Exchange Act and the Fair Trade Act.

The competent authority in charge of the regulations in relation to M&A is the Ministry of Economic Affairs.
The main regulatory body in charge of public M&A transactions is the Securities and Futures Bureau of the Financial
Supervisory Commission, the government agency in charge of public companies. Other relevant regulatory bodies
include the Fair Trade Commission, the authority in charge of antitrust clearance, and the Taiwan Investment
Commission, the authority in charge of reviewing foreign and PRC investments. If a participating company to a
transaction holds any special license, the transaction may also be subject to the review of the authority in charge of
such special license.

Regulations on Building Construction and Use

Under the Building Act, a building license required for new construction, extension, reconstruction or repair of
buildings. A usage license is required for usage. When alterations of usage occur after a building is constructed, such
as in alterations of usage class, structure, fire-protection facilities, and parking spaces or other alteration to the
originally approved usage, a usage alteration license shall be applied for.

Further, under the Building Act, users of public buildings shall entrust professional institutions or persons
recognized by the central construction authority to perform inspection and attestation periodically. Such inspection
and attestation results shall be reported to the authority.

For all of its leased premises, the Company has been compliant with the requirements of the Building Act, has
been current in its yearly building safety and fire protection filings, and has passed the periodic fire safety
inspections. The Company has not been subject to sanctions or fines based on the Building Act.

Regulations on Intellectual Property Rights
Patent Protection

Pursuant to the Patent Act, amended on May 4, 2022, there are three types of patents in Taiwan: invention
patents, utility model patents, and design patents, the respective patent terms of which are 20, 10, and 15 years, all
calculated from the filing date of a patent application, while the patent rights are actionable from the issue date of the
patent.

In terms of the infringement disputes of a patent, the civil division of the Intellectual Property and Commercial
Court (“IP Court”) hears civil actions relating to patent infringement. If the defendant of an infringement action
challenges the validity of the disputed patent as a defense, the civil division will deal with the infringement and
validity issues simultaneously. However, any person who intends to invalidate the disputed patent in all aspects must
file revocation proceedings (invalidation action) with the Taiwan Intellectual Property Office (“TIPO”). Decisions of
the TIPO in an invalidation action can be appealed to the Ministry of Economic Affairs, and subsequently to the IP
Court by way of filing an administrative lawsuit.
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Copyright

The Copyright Law provides that original copyrightable works shall enjoy exclusive rights automatically upon
their completion, with no form of registration required. The competent authority for the application and registration
of trademarks is the TIPO under the Ministry of Economic Affairs. A copyrighted work is protected throughout the
author’s lifetime and 50 years after.

As a copyright holder, when enforcing a copyright, bears the burden of proving the copyright ownership (and
sometimes even the creation time of the copyright, if such issue is being raised), it is recommended to preserve
relevant evidence by having it notarized by a notary public. For important copyrighted work, it is recommendable to
obtain a copyright certificate issued by a copyright owners’ organization so as to serve as prima facie evidence of the
completion and ownership of the copyright. However, it is important to note that such private organizations do not
and cannot conduct any substantive examination of the copyrightability of a work. Therefore, when a work’s
copyrightable is being challenged, only a court will have a final say over such dispute on a case-by-case basis.

Trademarks

Trademark rights in Taiwan are governed by the Trademark Act. The competent authority for the application and
registration of trademarks is the TIPO. Types of protection include trademarks, certification marks, collective
membership marks and collective trademarks. The trademarks which were registered are protected for 10 years from
publication in the Trademark Gazette. This term may be extended successively every 10 years via application for
renewal.

Trade Secrets

The Taiwan Trade Secret Act mainly governs the following items: (1) the required elements of a trade secret;
(2) ownership of a trade secret; (3) the licensing of a trade secret; (4) misappropriation of a trade secret; (5) the civil
remedy and criminal penalty for the misappropriation of a trade secret; (6) the issuance of a protective order during
criminal investigation. Pursuant to the Trade Secret Act, the information that can be protected under the Trade Secret
Act is defined as any method, technique, process, formula, program, design, or other information that may be used in
the course of production, sale or operation, and must meet the following requirements: (1) secrecy; (2) economic
value; and (3) reasonable measures to maintain secrecy. Under the Trade Secret Act, the types of misappropriation
include acquisition, use and divulging of a trade secret by unlawful means. The Trade Secret Act provides civil
remedies and criminal penalties for trade-secret misappropriation.

Regulations on Personal Data Protection

Under Taiwan law, the Personal Data Protection Act is the main law governing personal data protection. Under
the Personal Data Protection Act, unless otherwise specified, a company is generally required to give notice to and
obtain consent from an individual before collecting, processing, or using any of the said individual’s personal
information, subject to certain exceptions.

Pursuant to the Personal Data Protection Act, the personal data pertaining to a natural person’s medical records,
healthcare, genetics, sex life, physical examination and criminal records is classified as sensitive personal data, which
shall be subject to certain stricter obligations.

In addition to the Personal Data Protection Act, when conducting the clinical trial, the sponsor and the
investigator shall also comply with other relative regulations or practices with regard to the protection of the
subject’s personal data, such as the Human Subjects Research Act and the Regulations on Human Trials.
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Regulations on Environmental Protection

The bedrock of environmental protection in Taiwan is the Basic Environment Act. In addition to the Basic
Environment Act, Taiwan regulations regulate each type of pollution by a different set of regulations, including the
Soil and Groundwater Pollution Remediation Act, the Waste Disposal Act, the Air Pollution Control Act, the Water
Pollution Control Act, and Toxic and Concerned Chemical Substances Control Act. The competent authority
governing the environmental regulations is the Ministry of Environment. Failure to comply with such regulations
may result in fines and other administrative sanctions.

As the Company’s factory is located within the Central Taiwan Science Park, the Company is directly under the
supervision of the Central Taiwan Science Park Bureau for its environmental compliance. Since its inception, the
Company has received and maintained approval status from the Central Taiwan Science Park for its industrial waste
disposal plan and its water use/wastewater discharge plan pursuant to the Waste Disposal Act, the Air Pollution
Control Act, and the Water Pollution Control Act, and is current in its waste disposal payment dues to the Central
Taiwan Science Park. All related industrial waste is handled by qualified waste disposal contractors in compliance
with local regulations.

The Central Taiwan Science Park B regularly dispatches personnel to inspect wastewater discharge and to collect
samples for testing. Based on the results of such regular sampling, the Company’s wastewater discharge has been
verified to meet the standards set by the Central Taiwan Science Park Bureau.

Regulations on Foreign Currency Exchange

The principal regulation governing foreign currency exchange in Taiwan is the Foreign Exchange
Regulation Act, amended on April 29, 2009. Pursuant to the Foreign Exchange Regulation Act, Taiwan Dollars
amounting under the amount of NTD 500,000 are freely convertible no matter what transaction they are in relation
with. On the other hand, the transactions involving NTD 500,000 or more or its equivalent in foreign currency shall
fulfill certain obligations as provided in the Regulations Governing the Declaration of Foreign Exchange Receipts
and Disbursements or Transactions.

Under the Regulations Governing the Declaration of Foreign Exchange Receipts and Disbursements or
Transactions, for those foreign exchange transactions which amounts of NTD 500,000 or more and relates to the
sales of goods or provision of services, such transaction shall be declared through filing a declaration statement. For
those foreign exchange transactions which are not related to the sales of goods or provision of services by a
company, ranging from NTD 500,000 to US$ 50 million, such transaction shall be declared through filing a
declaration statement, and providing supporting documents, such as contracts or letters of approval, to the bank. For
those foreign exchange transactions by a company, which are not related to the sales of goods or provision of
services, amounting more than USD 50 million, such transaction shall be declared through filing a declaration
statement, providing supporting documents to the bank, and obtaining the approval of the Central Bank of Taiwan.

Though Taiwan government has promulgated the Regulations Governing Foreign Exchange Control on July 2,
1997, pursuant to the Foreign Exchange Regulation Act, the requirements for the government to implement those
foreign exchange control measures should be subject to either of the following conditions: (1) when the domestic or
foreign economic disorder might endanger the stability of the domestic economy; and (2) when this country suffers a
severe balance of payments deficit. From the past history, Taiwan government only implemented those foreign
exchange control measures once in 1997 during the Asian Financial Crisis.

Regulations on Dividend Distribution



The principal regulations governing dividend distribution is the Company Act. Pursuant to the Company Act, a
Taiwan company may not pay dividends unless its losses have been covered and statutory reserve funds, equaling
10% of a company’s after-tax net profits, have been set aside. However, in the event that a company’s statutory
reserve funds have reached the total amount of the company’s capital, the company does not need to set aside any
amounts for its statutory reserve funds. If a company has no net profits, in principle, it may not pay dividends.
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Regulations on Employee Stock Incentive Plan

The principal regulations governing dividend distribution is the Company Act. Pursuant to the Company Act, a
Taiwan company may choose to implement the employee stock incentive plan through five kinds of strategies:
(1) employee stock compensation, (2) employee stock option certificates, (3) employee subscription of new shares
using cash as consideration, (4) treasury shares transferred to employees, (5) employee restricted share units. After
the amendment of the Company Act on August 1, 2018, transferring a company’s stocks to the employees of the
company’s parent company or its subsidiaries under the employee stock incentive plan is also permitted by law.

Regulations on Employment and Social Insurance

The labor law in Taiwan is regulated mainly by the Labor Standards Act, amended in June 2020. The Labor
Standards Act governs the terms and conditions of employment such as working hours, holidays, rest periods, wages,
overtime, leave, and termination of employment. According to Labor Standard Act, an employer is required to reach
an agreement on salary with the employees, in which the agreed salary shall meet with the minimum amount set by
the competent authority. Violations of the Labor Standards Act may result in fines and other administrative sanctions,
and serious violations may result in criminal liabilities.

In order to protect workers’ safety and health and to prevent occupational accidents, the employers in Taiwan are
also required to comply with the Occupational Safety and Health Act. According to the Occupational Safety and
Health Act, the employer shall arrange safety equipment to prevent any emergency. In addition, the employer shall
provide safety education and trainings for the employees which shall enable the employees to protect themselves
when any accident occurs.

Taiwan governmental authorities have passed a variety of laws and regulations regarding social insurance and
employee’s pension from time to time, including, among others, the Labor Insurance Act, the National Health
Insurance Act, the Labor Pension Act, and the Employment Insurance Act. Pursuant to these laws and regulations,
Taiwan companies must make contributions at specified levels for their employees to the relevant social insurance
and pension funds. Failure to comply with such laws and regulations may result in various fines and legal sanctions.

The Company has been compliant with all requirements under the aforementioned labor laws and regulations,
and has never been sanctioned or fined for non-compliance since its inception. The Company has not experienced
disputes with employees which became subject to administrative review of the Labour Bureau or litigation.

Regulations on Taxation

According to the Taiwan Income Tax Act, a company incorporated in Taiwan is a Taiwan tax resident and will be
subject to 20% corporate income tax on its worldwide income. A non-resident company will be subject to 20%
corporate income tax on its Taiwan-sourced income. If a resident company does not distribute its financial earnings
generated in a year to its shareholders by the end of the following year, a surtax of 5% would be imposed on the
undistributed earnings.

Effective from 2020, the Taiwan Statute for Industrial Innovation was amended, which extends the tax incentive
by 10 years until December 31, 2029 for R&D expenditure. Under the tax incentive program, a company conducting
qualifying R&D activities may select one of the following incentives: (i) up to 15% of qualifying R&D expenses may
be credited against corporate income tax payable in the current year; or (ii) up to 10% of qualifying R&D expenses
may be credited against corporate income tax payable in the year expenses incurred and carried forward for the next
2 years. In addition, if a company uses NTD 1 million or more of its undistributed earnings to construct or purchase
buildings, software or hardware equipment, or technology for use in production or operation within 3 years from the



year such earnings are derived, such investment amounts may be deducted from the undistributed earnings in
calculation of the current year’s undistributed earnings for assessment of surtax imposed on undistributed earnings
from the year 2018.

The alternative minimum tax (“AMT”) imposed under the e is a supplemental income tax which applies if the
amount of regular income tax calculated pursuant to the Taiwan Income Tax Act and relevant laws and regulations is
below the amount of basic tax prescribed under the Taiwan Income Basic Tax Act. The taxable income for
calculating AMT includes most income that is exempt from income tax under various legislations, such as capital
gains from qualified securities and future transactions. The prevailing AMT rate for business entities is 12%.

According to the Taiwan Income Tax Act, a withholding tax rate of 21% shall generally be applicable to
dividends distributed to non-Taiwan resident enterprise/individual investors. The withholding tax on the dividends
may be reduced pursuant to a tax treaty between Taiwan and the jurisdictions in which the non-Taiwan shareholders
reside. Taiwan currently has a treaty network with 34 countries.
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Regulations Pertaining to the Company’s Products

The Company’s current product portfolio and LiDAR and ADB solutions do not require any mandatory
government approval prior to commercial product launch under the existing laws and regulations in Taiwan, the
United States, or Europe.

However, in order to become eligible to become a supplier for optical components and modules and automobile
industry lighting products, there are several major industry quality standards which the Company’s customers require
the Company to attain, as follows:

ISO 9001:2015 specifies requirements for a quality management system when an organization needs to
demonstrate its ability to consistently provide products and services that meet customer and applicable statutory and
regulatory requirements, and aims to enhance customer satisfaction through the effective application of the system,
including processes for improvement of the system and the assurance of conformity to customer and applicable
statutory and regulatory requirements. The Company has attained ISO 9001:2015 certification for the design,
manufacture, processing, and sale of optical products. The certification is valid until February 14, 2025.

1ISO 14001:2015 specifies the requirements for an environmental management system that an organization can
use to enhance its environmental performance and manage its environmental responsibilities in a systematic manner
that contributes to the environmental pillar of sustainability. ISO 14001:2015 helps an organization achieve the
intended outcomes of its environmental management system, which provide value for the environment, the
organization itself and interested parties. Consistent with the organization’s environmental policy, the intended
outcomes of an environmental management system include enhancement of environmental performance, fulfilment
of compliance obligations, achievement of environmental objectives. The Company has attained ISO 14001:2015
certification for the design, manufacture, processing, and sale of optical products. The certification is valid until
February 14, 2025.

IATF 16949:2016 is the International Standard for Automotive Quality Management Systems. IATF 16949
emphasizes the development of a process-oriented quality management system that provides for continual
improvement, defect prevention and reduction of variation and waste in the supply chain. The goal is to meet
customer requirements efficiently and effectively. This standard is applicable to any organization that manufactures
components, assemblies and parts for supply to the automotive industry. The Company has attained IATF
16949:2016 certification for the design and manufacture of headlight diffusers. The certification is valid until
August 22, 2025.

Legal Proceedings

From time to time, the Company may be subject to various legal proceedings that arise from the normal course of
business activities. In addition, from time to time, third parties may assert claims of intellectual property
infringement, misappropriation or other violation against the Company in the form of letters and other forms of
communication. If an unfavorable ruling were to occur, there exists the possibility of a material adverse impact on
the Company’s results of operations, prospects, cash flows, financial position and brand. Additionally, from time to
time, the Company may bring legal action to defend its intellectual property or otherwise protect the Company’s
interests. The Company is not currently a party to any actions, claims, suits or other legal proceedings the outcome of
which, if determined adversely to it, would individually or in the aggregate have a material adverse effect on the
Company’s business, financial condition, and results of operations.

As of December 31, 2023, the Company has one outstanding dispute. The Company made a complaint against a
third party (“Third Party”) and such Third Party’s employee for violation of the Company’s copyright under the



Taiwan Copyright Law. The Taichung Prosecutor’s Office of Taiwan, after investigation, filed a criminal complaint
against the Third Party. The Taichung District Court accepted the case, titled Zhiziyi No. 59. Currently, this criminal
case is still pending. Concurrently, the Company plans to file an incidental civil lawsuit against the Third Party
before the end of oral debate of the first instance in the criminal case.

ITEM 4A. UNRESOLVED STAFF COMMENTS

Not Applicable
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ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our audited financial statements as of December 31, 2023 and 2022 and for the years ended
December 31, 2023, 2022 and 2021 and notes to those statements included elsewhere in this annual report. Some of
the information contained in this discussion and analysis or set forth elsewhere in this annual report, including
information with respect to our plans and strategy for our business, includes forward-looking statements that involve
risks and uncertainties. As a result of many factors, including those factors set forth in the “Cautionary
Note Concerning Forward-Looking Statements” and “Risk Factors” in Section D under Item 3 of this annual report,
our actual results could differ materially from the results described in or implied by the forward-looking statements
contained in the following discussion and analysis.

A. Operating Results
+
Company Overview

We are a legacy of innovation in the Fabless of IC design company. With company’s nearly 15-year tenure, our
firm has established itself as a key player in the semiconductor domain. Situated strategically in Hsinchu Science
Park and Central Taiwan Science Park, we boast world-class research and manufacturing facilities.

Our core expertise lies in the development of Al chipsets, Al accelerators, System-on-Chip (SoC) designs, and
optoelectronic sensor modules and components. Leveraging Taiwan’s mature semiconductor ecosystem, we
seamlessly integrate into the vertical supply chain, mastering silicon photonics and semiconductor technologies.

Collaboration is central to our ethos. Working hand-in-hand with esteemed Tier-1 or OEM partners, we drive
innovation in LiDAR sensors, silicon photonics, and semiconductor technologies. Our joint efforts span research,
design, and real-world application, ensuring our solutions meet the evolving demands of the market.

Adherence to industry standards is paramount. Our products comply with rigorous automotive standards such as
AEC-Q100, ISO 26262, and IATF 16949, making them ideal for applications like autonomous driving, unmanned
aerial vehicles (UAVs), intelligent automotive lighting, optoelectronic sensors, Al data fusion, and electronic fencing
systems.

We are not just innovators; we are enablers of progress. With a commitment to excellence and a passion for
technological advancement, we are poised to redefine the landscape of industries and drive transformative change on
a global scale.

Key Factors Affecting Operating Results

We believe its performance depends on several factors that present significant opportunities for it but also pose
risks and challenges, including those discussed below and in the “Risk Factors” section of this Form 20-F.

Market Adoption

We believe that widespread adoption of ADAS for autonomous driving is approaching and that it is well-
positioned in both passenger cars and non-passenger vehicle markets to take advantage of this opportunity. Many



major brands offer cars with ADAS Suites (e.g. Ford’s Co-Pilot 360, Toyota Safety Sense and BMW Active Driving
Assistant) with LO-L2 features.

As the demand shifted toward higher levels of autonomous driving, we expect that this demand will drive an
increase in the adoption of LiDAR technology in ADAS and autonomous driving systems. Accordingly, we expect
the rate of actual adoption and commercialization of LiDAR based solution by automotive OEMs and their suppliers,
or the lack thereof, to impact its results of operations, including revenue and gross margins for the foreseeable future.
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Continued Investment and Innovation

The Company focus on penetrating the LIDAR and ADB markets via key semiconductor chips and solution for
solid-state LiDAR, which require heavy investment in R&D of IC, optical components, and solid-state laser-based
sources for LIDAR and ADB solutions. We believe that its financial performance is significantly dependent on its
ability to commercialize the R&D results and solidify its position in relevant market segments. This in turn will
depend on our future R&D investments and its ability to attract and retain highly qualified and experienced R&D
personnels and partners. These are necessary to continue the work required to bring our LiDAR and ADB solutions
to full commercialization and introduce innovative new solutions to existing and new customers. Failure to do this
could adversely affect our market position and its revenue.

Competition and Margin

Our results of operations will also depend on its ability to integrate and leverage on Taiwan mature
semiconductor vertical supply chain while scaling up its production capacity and keeping its fixed costs low. We
believe it can achieve this by focusing on high value and margin chip design, outsource the low margin and high
capital costs chip manufacturing, packaging and module assembly. Our ability to leverage this model will depend
primarily on its revenues and ability to increase sales once a product is commercialized. Specifically, we believe
under the collaboration model with strategic partners, such as Foxconn’s MIH and Pegatron, we are able to shorten
the pre-sales and qualification process compared to traditional automotive industry practice.

By providing solutions comprised primarily of components that it has developed based on its technology, we
thereby eliminate expenses associated with system completion which would not have involved or leveraged its
technology. In addition, a series of LIDAR and ADB manufactured with our solutions will be conducted by Tier-1
manufacturers, meaning that we neither has the need to undertake the significant capital expenditures associated with
developing a series manufacturing capability nor the expense of operating any such manufacturing capability.

Technological Advancements

Rapid advancements in ADAS and LiDAR technology can impact our ability to develop and offer cutting-edge
products at competitive cost that meet market demands. We have witnessed a growing interest in solid-state LIDAR
technology, we ability to solidify and commercialize key semiconductor components and solution for solid-state
LiDAR and ADB headlights that meet the market demand is crucial for we result of operations, including revenue
and gross margins for the foreseeable future.

Impact of COVID-19 on Our Operations and Financial Performance

On May 5, 2023, WHO declared that COVID-19 is now an established and ongoing health issue which no longer
constitutes a public health emergency of international concern The extent of the impact of COVID-19 on our future
financial results will be dependent on future developments such as the length and severity of COVID-19, the
potential resurgence of COVID-19, future government actions in response to COVID-19 and the overall impact of
COVID-19 on the global economy and capital markets, among many other factors, all of which remain highly
uncertain and unpredictable. Given this uncertainty, we currently unable to quantify the expected impact of
COVID-19 on its future operations, financial condition, liquidity and results of operations if the current situation
continues.

Although it is uncertain to assess the total impact of COVID-19 on the financial condition, results of our
operation and business, we do not expect that COVID-19 will have a material and adverse impact on our operation in
2023.



Components of Results of Operations

Revenue

We generate revenue primarily from the sale of laser diode module (“Module) and their related components
(“Components”). The table below sets forth the revenue contribution by types of products in the year ended
December 31, 2021, 2022 and 2023:

Year December 31, 2021 December 31, 2022 December 31, 2023
Revenue Amount Revenue Amount Revenue Amount
Revenue Revenue Revenue
Proporti Proporti Proporti
U.S. on/ U.S. on/ U.S. on/

Product NTD Dollars Share, NTD Dollars Share, NTD Dollars Share,
Categories ‘000 ‘000 % ‘000 ‘000 % ‘000 ‘000 %
Component 48,281 1,572 38.3 59,256 1,930 57.9 31,530 1,030 96.0
Module 76,268 2,483 60.5 38,331 1,248 37.4 1,154 38 3.5
Others 1,584 52 1.3 4,851 158 4.7 156 5 0.5
Total 126,133 4,107 100.0 102,438 3,336 100.0 32,840 1,073 100
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Cost of Revenue

Cost of revenue primarily consists of costs of product parts and materials purchased from manufacturers, labor
costs, depreciation, maintenance, and other overhead related costs, such as salaries and related personnel expenses.

Operating Expenses
Selling expenses

Selling expenses primarily consists of personnel and operating expenses related to distribution of module and
component and related hardware and expenses related to branding and promotional activities.

Administrative expenses

Administrative expenses primarily consist of personnel-related expenses for employees involved in general
corporate functions, including executive and administration, legal, human resources, accounting, finance, tax, and
information technology and outside professional services, including legal, audit and accounting services, as well as
expenses for allocated facilities costs, such as office rent, depreciation, other general corporate expenses and travel.
Personnel-related expenses primarily include salaries and benefits compensation.
Research and Development Expenses

The R&D expenses include:1) Personnel related expenses, including salaries and benefits compensation
expenses for personnel in research and engineering, design, and testing functions;2) Expenses related to materials,
software licenses, suppliers and third-party services;3) Prototype expenses; and 4) An allocated portion of overhead
expenses, such as facility and IT costs and depreciation.
Interest Income

Interest income primarily consists of interest earned on cash deposits in banks.
Other Income

Other income primarily consists of government grants.
Other Gains and Losses

Other gains and losses primarily consist of foreign exchange gains and loss.

Interest expenses

Interest expenses consist primarily of interest on borrowings and financing obligations under outstanding loan
agreements.

Income Tax Expenses

Income tax expenses primarily consists of current income tax expenses. Currently, the applicable tax rate in
Taiwan is 20%, while the tax rate for unappropriated earnings is 5%.
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Results of Operations

Comparison of Results of Operations for the Year Ended December 31, 2023 to the Year Ended December 31,
2022

The table below sets forth the results of operations for the year ended December 31, 2022 and the year ended
December 31, 2023:

For the year ended December 31, Differences
2022 2023 Amount Percentage
NTD US.$ NTD US. § NTD US.$
Item ‘000 ‘000 ‘000 ‘000 ‘000 ‘000 %
Total revenue 102,438 3,336 32,840 1,073 (69,598) (2,263) (67.9)
Cost of revenue 56,525 1,841 48,049 1,569 (8,476) (272) (15.0)
Gross profit/(loss) 45,913 1,495 (15,209) (496) (61,122) (1,991) (133.1)
Operating
expenses
Selling expenses 12,534 408 11,363 371 (1,171) (37) (9.3)
Administrative
expenses 25,650 835 24,360 796 (1,290) (39) (5.0)
Research and
development
expenses 26,845 874 24,195 790 (2,650) (84) (9.9)
Impairment loss 253 8 - - (253) (8) (100.0)
Total operating
expenses 65,282 2,126 59,918 1,957 (5,364) (169) (8.2)
Net operating loss (19,369) (631) (75,127) (2,453) (55,758) (1,822) 287.9
Non-operating
expenses
Interest income 3,462 113 14,680 479 11,218 366 324.0
Other income 2,844 93 385 13 (2,459) (80) (86.5)
Other gain, net 37,399 1,218 992 32 (36,407) (1,186) (97.3)
Interest expenses (2,884) (94) (2,940) (96) (56) 2) 1.9
Total non-
operating
expenses 40,821 1,329 13,117 428 (27,704) (901) (67.9)
Profit/(loss) before
income tax 21,452 699 (62,010) (2,025) (83,462) (2,724) (389.1)
Income tax
expense 6,429 209 1,019 33 (5,410) (176) (84.1)
Net income/(loss) 15,023 489 (63,029) (2,058) (78,052) (2,547) (519.6)
Total
comprehensive
income/(loss) 15,023 489 (63,029) (2,058) (78,052) (2,547) (519.6)
| | | | | | |
comprehensive

income (loss) 194 6 (13,003) 425)  (13,197) 431)  (6,302.6)




attributable to
non-controlling
interest

Total
comprehensive
income (loss)
attributable to
ordinary
shareholders 14,829 483

(50,026)

