



























































KPMG

1. Occurrence of revenue from selling pharmaceuticals and chemical drugs

Please refer to Notes 4(p) of the financial statements for the accounting principles on revenue recognition.
Revenues are recognized by net values of contract prices, less sales returns and allowances, after controls of
the products are transferred to the customers.

Key audit matters:

The Company’s sales is mainly from selling of pharmaceuticals and chemical drugs. Because the customers
are diversity and numerous, it takes longer time to verify sales transactions. Therefore, the occurrence in
sales transactions is one of the important issue in performing our audit procedures.

Auditing procedures performed:

+ Testing the effectiveness of the design and implementing the internal control system of sales and
collection operation;

+ Testing the samples of sales transaction before and after the balance sheet date to ensure the correctness of
sales revenue;

« Inspecting the related documents to ensure the adequacy and reasonableness of revenue recognition.
2. Inventory valuation

Please refer to Notes 4(g), and 5 of the financial statements for the accounting principles on the inventory
valuation, significant accounting assumptions and judgments, and major sources of estimation uncertainty.

Key audit matters:

The Company’s primary operating items are manufacturing and processing various kinds of pharmaceuticals.
The pharmaceutical industry in Taiwan is susceptible to the constant amendments of its law, resulting in
large price fluctuation of pharmaceutical products, which will affect the carrying value of inventories to
exceed its net value. Because of these uncertainties, the Company’s revenue and income may be effected by
the price fluctuations. If the assessment of the net realizable value of the inventory is not appropriate, it will
lead to a material misstatement of the financial statements.

Auditing procedures performed:
* Overviewing the stock ageing list, and analyzing the movement of stock ageing by period;
* Obtaining the certificate documents to verify the correctness of the stock’s expiry date; and

+ Sampling the replacement cost and market price of inventories, and recalculating the net realizable value
by marketing expense rate, to ensure the reasonableness of net realizable value adopted by the Company.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with the Regulations Governing the Preparation of Financial Reports by Securities Issuers and for such internal
control as management determines it is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’ s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease operations,
or has no realistic alternative but to do so.
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Those charged with governance (including the Audit Committee) are responsible for overseeing the Company’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with the Standards on Auditing of the Republic of China, we exercise
professional judgment and professional skepticism throughout the audit. We also:

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

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

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

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

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

6. Obtain sufficient and appropriate audit evidence regarding the financial information of the investment in
other entities accounted for using the equity method to express an opinion on this financial statements. We
are responsible for the direction, supervision and performance of the audit. We remain solely responsible for
our audit opinion.

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

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.
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From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditors’ report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partners on the audit resulting in this independent auditors’ report are Han, Yi-Lien and Chang,
Stu-Ying.

KPMG

Taipei, Taiwan (Republic of China)
March 8, 2024

Notes to Readers

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

The independent auditor’s audit report and the accompanying financial statements are the English translation of the Chinese version
prepared and used in the Republic of China. If there is any conflict between, or any difference in the interpretation of the English and
Chinese language independent auditor’s audit report and financial statements, the Chinese version shall prevail.
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(English Translation of Financial Statements Originally Issued in Chinese)
TTY BIOPHARM COMPANY LIMITED
Statements of Comprehensive Income
For the years ended December 31, 2023 and 2022

(Expressed in Thousands of New Taiwan Dollar, Except for Earnings Per Share)

2023 2022
Amount % Amount %
Operating revenue (notes 6(p)and 7) $ 4,897,249 100 4,492,904 100
Operating costs (notes 6(c), (I)and 12) 2.022.980 41 1.867.348 42
Gross profit 2,874,269 59 2,625,556 58
Less:Unrealized profit (loss) from sales 20,922 - 18,253 -
Add:Realized profit (loss) from sales 18.253 - 18.474 -
Gross profit, net 2.871.600 59 2.625.777 58
Operating expenses (notes6 6(h), (I)and 12):
Selling expenses 945,842 19 817,520 18
Administrative expenses (note 6(q)) 327,872 7 310,945 7
Research and development expenses 274,581 6 307,611 7
Expected credit losses (note 6(b)) - - 230 -
1,548.295 32 1.436.306 32
Net operating income 1.323.305 27 1.189.471 26
Non-operating income and losses (notes 6(r)and 7):
Interest income 2,671 - 1,182 -
Other income 14,360 - 14,370 -
Other gains and losses, net (69.367) (1) 35,430 1
Finance costs, net (34,801) @))] (22,491) -
Share of profit of subsidiaries and associates accounted for using equity 181.385 4 148.986 3
method, net (note 6(¢))
94.248 2 177.477 4
Profit before tax 1,417,553 29 1,366,948 30
Less: Income tax expenses (note 6(m)): 289.044 6 272,557 6
Profit for the period 1.128.509 23 1.094.391 24
Other comprehensive income:
Components of other comprehensive income (loss) that will not be
reclassified to profit or loss
(Losses) gains on remeasurements of defined benefit plans (note 6(1)) (25.959) (1) 8,530 -
Unrealized (losses) gains from investments in equity instruments measured 2,570) - 4,062 -
at fair value through other comprehensive income
Share of other comprehensive loss of subsidiaries and associates accounted 19,534 1 (4,183) -
for using equity method, components of other comprehensive income that
will not be reclassified to profit or loss
Income tax related to components of other comprehensive (loss) income that - - - -
will not be reclassified to profit or loss
Components of other comprehensive (loss) income that will not be (8.995) - 8.409 -
reclassified to profit or loss
Components of other comprehensive income (loss) that will be reclassified
to profit or loss
Exchange differences on translation 1,053 - 166,734 4
Share of other comprehensive (loss) income of subsidiaries and associates (10) - 31 -

accounted for using equity method, components of other comprehensive
income that will be reclassified to profit or loss

Income tax related to components of other comprehensive loss that may be (1,963) - (33.351) (1)
reclassified to profit or loss
Components of other comprehensive (loss) income that may be (920) _ - 133.414 3
reclassified to profit or loss
Other comprehensive (loss) income for the period, net of tax (9.915) - 141,823 3
Total comprehensive income for the period S 1,118,594 23 1,236,214 27
Earnings per share, net of tax (note 6(0))
Basic earnings per share $ 4.54 4.40
Diluted earnings per share S 4.53 4.40

See accompanying notes to financial statements.
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(English Translation of Financial Statements Originally Issued in Chinese)
TTY BIOPHARM COMPANY LIMITED
Statements of Cash Flows
For the years ended December 31, 2023 and 2022

(Expressed in Thousands of New Taiwan Dollar)

2023 2022
Cash flows from (used in) operating activities:
Profit before tax $ 1,417,553 1.366.948
Adjustments:
Adjustments to reconcile profit (loss):
Depreciation expense 147,062 152,125
Amortization expense 32,596 13,188
Expected credit losses - 230
Interest expense 34,802 22,491
Interest income (2,671) (1,182)
Share of profit of investments accounted for using the equity method (181,385) (148,986)
Losses on disposal of property, plant and equipment 1,885 3,225
Losses on disposal of investments accounted for using equity method 8,787 -
Impairment loss on financial assets 26,950 -
Impairment loss on non-financial assets 54,466 734
Unrealized profit from sales 20,922 18,253
Realized profit from sales (18,253) (18,474)
Others (2.496) (6.475)
Total adjustments to reconcile profit (loss) 122.665 35.129
Changes in operating assets and liabilities:
Notes receivable (410) (29)
Accounts receivable (99,328) (37,657)
Other receivable (5,227) (3,779)
Inventories (47,200) (69,021)
Other current assets (31.783) (13.805)
Total changes in operating assets (183.948) (124.291)
Current contract liabilities (15,437) (11,870)
Notes payable (61,756) (49,749)
Accounts payable 7,848 98,229
Other payable (13,044) 96,502
Other current liabilities (6,960) 6,858
Net defined benefit liability (39.370) (3.253)
Total changes in operating liabilities (128.719) 136.717
Total changes in operating assets and liabilities (312.667) 12.426
Total adjustments (190.002) 47,555
Cash inflow generated from operations 1,227,551 1,414,503
Interest received 2,671 1,182
Dividends received 106,716 117,419
Interest paid (34,364) (22,552)
Income taxes paid (267.239) (262.843)
Net cash flows from operating activities 1,035,335 1.247.709
Cash flows from (used in) investing activities:
Acquisition of financial assets at fair value through other comprehensive income - (10,500)
Proceeds from disposal of investments accounted for using equity method 89,132 -
Acquisition of property, plant and equipment (57,983) (80,870)
Proceeds from disposal of property, plant and equipment 7,012 9,352
(Increase) decrease in refundable deposits paid (16,843) 3,913
Acquisition of intangible assets (21,052) (28,980)
Decrease in other financial assets 602 294
Increase in prepayments for business facilities (14,977) (5,021)
Increase in other non-current assets (54.029) (45.959)
Net cash flows used in investing activities (68,138) (157.771)
Cash flows from (used in) financing activities:
Increase in short-term loans 10,280,000 10,870,000
Decrease in short-term loans (10,180,000) (11,170,000)
Proceeds from long-term borrowings 400,000 400,000
Repayments of long-term borrowings (400,000) (400,000)
Decrease in guarantee deposits received - (488)
Payment of lease liabilities (3,140) (5,293)
Cash dividends paid (845,410) (745,949)
Dividends unclaimed by shareholders 109 93
Net cash flows used in financing activities (748.441) (1.051.637)
Effect of exchange rate changes on cash and cash equivalents 14 9
Net increase in cash and cash equivalents 218,770 38,310
Cash and cash equivalents at beginning of period 299.611 261.301
Cash and cash equivalents at end of period S 518,381 299,611

See accompanying notes to financial stateme
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Xinyi Road, Taipei City 110615, Taiwan (R.O.C.) # Ht Web kpmg.com/tw

Independent Auditors’ Report

To the Board of Directors of TTY Biopharm Company Limited:
Opinion

We have audited the consolidated financial statements of TTY Biopharm Company Limited and its subsidiaries
(“ the Group” ), which comprise the consolidated balance sheet as of December 31, 2023 and 2022, the
consolidated statement of comprehensive income, changes in equity and cash flows for the years then ended,
and notes to the consolidated financial statements, including a summary of material accounting policies.

In our opinion, based on our audits and the report of another auditor (please refer to the Other Matter
paragraph), the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as of December 31, 2023 and 2022, and its consolidated financial
performance and its consolidated cash flows for the years then ended in accordance with the “Regulations
Governing the Preparation of Financial Reports by Securities Issuers” and with the International Financial
Reporting Standards (“IFRSs”), International Accounting Standards (“IASs”), Interpretations developed by the
International Financial Reporting Interpretations Committee (“IFRIC”) or the former Standing Interpretations
Committee (“SIC”) endorsed and issued into effect by the Financial Supervisory Commission of the Republic of
China.

Basis for Opinion

We conducted our audit in accordance with the Regulations Governing Financial Statements Audit and
Attestation Engagements of Certified Public Accountants Standards on Auditing of the Republic of China. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are independent of the Group in accordance with
the Certified Public Accountants Code of Professional Ethics in Republic of China (“the Code™), and we have
fulfilled our other ethical responsibilities in accordance with the Code. Based on our audits and the report of
another auditor, we believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis of our opinion.

Other Matter

We did not audit the financial statements of PharmaEngine Inc, an associate of the Group, which represented
investment in another entity accounted for using the equity method. Those statements were audited by another
auditor, whose report has been furnished to us, and our opinion, insofar as it relates to the amounts included for
certain equity-accounted investees, is based solely on the report of another auditor. The investment in the
investee company constituted 8.70% and 8.97% of consolidated total assets as of December 31, 2023 and 2022,
respectively, and the related share of profit of associates accounted for using the equity method constituted
3.48% and 4.08% of pre-tax net income for the years ended December 31, 2023 and 2022, respectively.

We have audited the financial statements of TTY Biopharm Company Limited as of and for the years ended
December 31, 2023 and 2022, on which we have issued an unqualified opinion with an other matter section,
thereon.

KPMG, a Taiwan partnership and a member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee.
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