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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Wowprime Co., Ltd.

Opinion

We have audited the accompanying consolidated financial statements of Wowprime Co., Ltd. and
its subsidiaries (collectively referred to as the “Group™), which comprise the consolidated balance
sheets as of December 31, 2018 and 2017, the consolidated statements of comprehensive income,
changes in equity and cash flows for the years then ended, and the notes to the consolidated
financial statements, including a summary of significant accounting policies (collectively referred
to as the “consolidated financial statements™).

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as of December 31, 2018 and 2017, 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 International Financial Reporting Standards (IFRS), International Accounting
Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and issued
into effect by the Financial Supervisory Commission of the Republic of China.

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements for the year ended December 31, 2018. These
matters were addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
maftters.




Key audit matters for the Group’s consolidated financial statements for the year ended December
31, 2018 are stated as follows:

Recognition of Deferred Revenue from Gift Vouchers

The Group operates in the food and beverage service industry and generates revenue from direct
sales to individual customers at various business locations. Operating revenue for the year ended
December 31, 2018 was $16,286,395 thousand. Customers use cash (including credit card
payments) and gift vouchers as means of payment. The Group uses its Gift Voucher Management
System to control and manage the issuance and redemption of the vouchers. The dollar amount of
each voucher may be insignificant, but due to the large number of transactions that occur on a daily
basis, the individual small amounts, when aggregated, turns out to be very significant. The amount
recognized from deferred revenue for the year ended December 31, 2018 was $1,770,145 thousand,
comprising 10.87% of the Group’s total operating revenue. Therefore, due to its material effect on
the Group’s consolidated financial performance, the recognition of deferred revenue from gift
vouchers has been deemed as a key audit matter.

For the key accounting policies, refer to Note 4-m.

The key audit procedures we have performed for the recognition of deferred revenue associated
with gift vouchers were as follows:

1. We understood and evaluated the operating environment of the Gift Voucher Management
System; we performed transfer of test data from the database to check the completeness of
reported business transactions.

2. We selected samples from data generated by the system and compared with the source data of
operating revenue to ensure they are identical. We matched receipt vouchers for revenue with
daily operating reports generated.

Other Matter

We have also audited the parent company only financial statements of Wowprime Co., Ltd. as of
and for the years ended December 31, 2018 and 2017 on which we have issued an unmodified
opinion.

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

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers, International Financial Reporting Standards (IFRS), International Accounting
Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and issued
into effect by the Financial Supervisory Commission of the Republic of China, and for such
internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance, including the audit committee, are responsible for overseeing the
Group’s financial reporting process.



Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

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

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

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

2. 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 Group’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 Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditors’ report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditors’ report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

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

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

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements for the year
ended December 31, 2018 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 Jui-Chuan
Chih and Nai-Hua Kuo.

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 7, 2019

Notice to Readers

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

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



WOWPRIME CO., LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2018 AND 2017
(In Thousands of New Taiwan Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 6)
Financial assets measured at amortized cost - current (Notes 4 and 7)
Trade receivables (Notes 4 and 8)
Inventories (Notes 4 and 9)
Prepayments (Note 14)
Other financial assets (Notes 4, 15 and 33)
Other current assets (Notes 4 and 16)

Total current assets

NON-CURRENT ASSETS
Investments accounted for using the equity method (Notes 4 and 11)
Property, plant and equipment (Notes 4 and 12)
Other intangible assets (Notes 4 and 13)
Deferred tax assets (Notes 4 and 25)
Prepaid equipment
Other non-current assets (Note 16)

Total non-current assets

TOTAL

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Contract liabilities - current (Notes 4 and 23)
Notes payable (Notes 4 and 17)
Trade payables (Notes 4 and 17)
Other payables (Notes 18 and 32)
Current tax liabilities (Notes 4 and 25)
Deferred revenue - current (Note 19)
Other current liabilities (Note 18)

Total current liabilities

NON-CURRENT LIABILITIES
Provisions - non-current (Notes 4 and 20)
Deferred tax liabilities (Notes 4 and 25)
Net defined benefit liabilities - non-current (Notes 4 and 21)
Other non-current liabilities (Notes 4 and 18)

Total non-current liabilities

Total liabilities

EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY (Note 22)

Ordinary shares
Capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Treasury shares
Other equity

Total equity attributable to owners of the Company
NON-CONTROLLING INTERESTS (Note 22)
Total equity

TOTAL

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

2018 2017
Amount % Amount %
$ 1,757,960 19 $ 4,128,026 42
888,933 9 - -
313,282 3 248,310 3
1,284,367 13 977,648 10
625,123 7 661,371 7
1,038,980 11 997,821 10
71,334 1 49.163 1
5.979.979 63 7,062,339 73
52,271 1 70,556 1
2,769,380 29 2,057,317 21
47,581 - 50,055 1
96,710 1 42,749 -
57,899 1 34,293 -
453,885 5 416.489 4
3,477,726 37 2,671,459 27
$ 9457705 100 $ 9733798 100
$ 2,480,920 26 $ - -
33,078 - 30,797 -
465,263 5 475,477 5
1,606,134 17 1,549,221 16
45,794 1 105,172 1
- - 2,345,166 24
10,218 - 6,615 -
4,641,407 49 4,512,448 46
56,636 1 25,898 1
171,891 2 85,788 1
117,138 1 113,655 1
5,314 - 11,351 -
350,979 4 236,692 3
4,992.386 53 4,749,140 49
769.879 8 769.879 8
1,910,913 20 1,939,422 20
566,894 6 521,747 5
63,248 1 51,851 1
341,070 3 451,469 5
971,212 10 1,025,067 11
(299,731) 3 - -
(87.763) (1) (63,248) (1)
3,264,510 34 3,671,120 38
1,200,809 13 1,313,538 13
4,465,319 47 4,984,658 51
$ 9.457.705 100 $ 9,733,798 100




WOWPRIME CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2018 2017
Amount % Amount %o

OPERATING REVENUE (Notes 4 and 23) $ 16,286,395 100 $ 15,807,137 100
OPERATING COSTS (Note 9) (8,789.473) (54) (7.967.,707) (51)
GROSS PROFIT 7,496,922 46 7,839,430 49
OPERATING EXPENSES (Notes 24 and 32)

Selling and marketing expenses (5,941,226) 37 (5,820,722) 37

General and administrative expenses (972,479) (6) (980,311) (6)

Research and development expenses (14.,985) - (21,541) -

Total operating expenses (6,928.690) (43) (6,822.574) (43)

PROFIT FROM OPERATIONS 568.232 3 1,016,856 6
NON-OPERATING INCOME AND EXPENSES

(Note 24)

Other income (Note 32) 137,892 1 125,557 1

Other gains and losses (122,784) (1) (135,382) (D)

Finance costs (604) - - -

Share of profit (loss) of associates and joint ventures 4,873 - (44.,056) -

Total non-operating income and expenses 19,377 - (53.881) -

PROFIT BEFORE INCOME TAX 587,609 3 962,975 6
INCOME TAX EXPENSE (Notes 4 and 25) (185.299) 1) (300,023) 2)
NET PROFIT FOR THE YEAR 402,310 2 662,952 4

OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be reclassified subsequently to

profit or loss:

Remeasurement of defined benefit plans (Notes 4
and 21) (5,980) - (9,846) -

Income tax relating to items that will not be
reclassified subsequently to profit or loss
(Note 25) 2,879 - 1,674 -

(Continued)



WOWPRIME CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2018 2017
Amount % Amount %
Items that may be reclassified subsequently to profit
or loss:
Exchange differences on translating the financial
statements of foreign operations $ (63,829) - $ (23,819) -

Share of other comprehensive loss of associates

and joint ventures accounted for using the

equity method (797) - (2,722)
Income tax relating to items that may be

reclassified subsequently to profit or loss

(Note 25) 15,052 - 2,334 -
Other comprehensive loss for the year, net of
income tax (52.675) - (32,379) -
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $ 349,635 2 $ 630,573 4
NET PROFIT ATTRIBUTABLE TO:
Owners of the Company $ 345,142 2 $ 462,837
Non-controlling interests 57,168 - 200,115 1
$ 402,310 2 $ 662,952 4
TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO:
Owners of the Company $ 317,526 2 $ 443,268 3
Non-controlling interests 32,109 - 187,305 1
$ 349,635 2 $ 630,573 4
EARNINGS PER SHARE (Note 26)
Basic $ 452 $ 601
Diluted $ 452 $ 601
The accompanying notes are an integral part of the consolidated financial statements. (Concluded)



WOWPRIME CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017
(In Thousands of New Taiwan Dollars)

BALANCE AT JANUARY 1, 2017
Appropriation of 2016 earnings
Legal reserve
Special reserve
Cash dividends distributed by the Company
Cash dividends distributed by the subsidiaries

Other changes in capital surplus
Issuance of cash dividends from capital surplus

From differences between the equity purchase price and the carrying
amount arising from the actual acquisition or disposal of subsidiaries
(Note 27)

Net profit for the year ended December 31, 2017

Other comprehensive loss for the year ended December 31, 2017, net of
income tax

Total comprehensive income for the year ended December 31, 2017
Non-controlling interests (Note 27)
BALANCE AT DECEMBER 31, 2017
Appropriation of 2017 earnings
Legal reserve
Special reserve
Cash dividends distributed by the Company
Cash dividends distributed by the subsidiaries

Other changes in capital surplus
Issuance of cash dividends from capital surplus

From differences between the equity purchase price and the carrying
amount arising from the actual acquisition or disposal of subsidiaries
(Note 27)

Net profit for the year ended December 31, 2018

Other comprehensive loss for the year ended December 31, 2018, net of
income tax

Total comprehensive income for the year ended December 31, 2018
Purchase of treasury share
Non-controlling interests (Note 27)

BALANCE AT DECEMBER 31, 2018

Equity Attributable to Owners of the Company

Share Capital Capital Surplus
$ 769,879 $ 1,977,613
- (38,191)

769,879 1,939,422

- (28,509)

$  769.879 $ 1.910913

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

Retained Earnings

Other Equity

Legal Reserve

$ 490,289

31,458

521,747

45,147

$  566.894

Special Reserve

$ -
51,851
51,851
11,397
$ 63.248

Unappropriated
Earnings

$ 314,575
(31,458)

(51,851)
(231,266)

(3,196)

462,837

(8.172)

454,665

451,469

(45,147)
(11,397)
(394,925)

971)

345,142

(3.101)

342,041

$ 341,070

Exchange Differences
on Translating the

Financial Statement Treasury Shares

of Foreign Operations (Note 22) Total

$  (51,851) $ - $ 3,500,505
- - (231,266)

R - (38,191)

- - (3,196)

- - 462,837
_(d1.397) - (19.569)
_(d1.397) - 443,268
(63,248) - 3,671,120

_ - (394,925)

- - (28,509)

- - 971)

- - 345,142

(24,515) - (27.616)
(24,515) - 317.526

- (299,731) (299,731)

$  (87.763) $  (299.731) $ 3,264,510

Non-controlling
Interests

$ 1,264,129

(59,550)

3,196

200,115

(12,810)

187.305

(81.542)

1,313,538

(58,945)

971

57,168

(25.059)

32,109

86,864)
$ 1.200.809

Total Equity

$ 4,764,634

(231,266)
(59,550)

(38,191)

662,952

(32,379)
630,573
(81.542)

4,984,658

(394,925)
(58,945)

(28,509)

402,310

(52.675)
349,635
(299,731)
(86.864)

$ 4465319



WOWPRIME CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation expenses
Amortization expenses
Finance costs
Interest income
Share of (profit) loss of associates and joint ventures
Loss on disposal of property, plant and equipment
Loss on disposal of associates
Impairment losses recognized on property, plant and equipment
(Reversal of write-downs) write-downs of inventories
Realized gain on the transactions with associates and joint ventures
Changes in operating assets and liabilities
Trade receivables
Inventories
Prepayments
Other current assets
Contract liabilities
Notes payable
Trade payables
Other payables
Deferred revenue
Other current liabilities
Net defined benefit liabilities
Cash generated from operations
Interest paid
Income tax paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of financial assets measured at amortized cost
Payments for property, plant and equipment
Proceeds from disposal of property, plant and equipment
Increase in refundable deposits
Payments for intangible assets
Increase in other financial assets
(Increase) decrease in prepayments for equipment
Interest received

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Refunds of guarantee deposits received

-10 -

2018 2017
$ 587,609 $ 962,975
824,239 805,433
8,936 11,703
604 -
(58,867) (65,896)
(4,873) 44,056
66,027 38,471
1,141 4,163
24,304 18,672
(3,830) 1,239
(753) (1,894)
(64,972) (49,748)
(302,889) 131,840
39,938 (260,105)
2,287 8,692
135,754 -
2,281 816
(10,214) 80,793
2,982 133,437
- 4,659
3,603 (5,246)
(2,497) (9,238)
1,250,810 1,854,822
(604) -
(195,386) (189.421)
1,054,820 1,665,401
(888,933) -
(1,573,167) (732,837)
3,536 4,253
(41,086) (53,908)
(7,518) (10,496)
(41,159) (412,953)
(23,6006) 96,817
56,902 65,957
(2,515,031) (1,043,167)
(6,037) (1,500)
(Continued)



WOWPRIME CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017
(In Thousands of New Taiwan Dollars)

2018 2017

Dividends paid to owners of the Company (423,434) (269,457)

Payments for acquisition of treasury shares (299,731) -

Decrease in non-controlling interests (86,864) (81,542)

Dividends paid to non-controlling interests (58.945) (59.,550)

Net cash used in financing activities (875,011) (412,049)

EFFECTS OF EXCHANGE RATE CHANGES ON THE BALANCE

OF CASH HELD IN FOREIGN CURRENCIES (34.844) (22,548)
NET (DECREASE) INCREASE IN CASH AND CASH

EQUIVALENTS (2,370,066) 187,637
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE

YEAR 4,128,026 3.940.389
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR $ 1,757,960 $ 4,128,026
The accompanying notes are an integral part of the consolidated financial statements. (Concluded)

-11 -



WOWPRIME CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. GENERAL INFORMATION

Wowprime Co., Ltd. (the Company) was incorporated in the Republic of China (“ROC”) in December
1993. The Company primarily engages in operating restaurants, retail sale of agricultural and husbandry
products, food products and groceries. The Company also engages in running coffee/tea shops and bakery
product manufacturing.

The Company’s shares were listed and have been trading on the Taiwan Stock Exchange (“TWSE”) since
March 2012.

Investment structure

Wowprime Co., Ltd.

100%
100% A 100%
WPT Restaurant 22.50% Tai Pin Holding Ltd. (Seychelles)
Corporation o Functional currency: RMB Wowprime USA Holding Ltd. (Samoa)
Functional currency: NTD |} (Investmept l Functional currency: USD
iunder equity 56.45%

v 100% i method)

Cheerpin Restaurant Hoppime Ltd. (Cayman)

Corporation Functional currency: RMB
Functional currency: NTD (Investment under
vy 100% equity method) l

¢100%

Wowfresh Corporation i 22.50%

Functional currency: NTD

Wowprime Limited (Samoa)

Functional currency: RMB

\A ]

WI Investments Limited (HK) |
Functional currency: USD
100% ¢ 100%
l 100% Wowprime (Beijing) Wowprime (China) Co., Ltd.
Management Co., Ltd. Functional currency: RMB
12 Hotpot (Shanghai) Food and Original name: Wowprime
Beverage Management Co., Ltd. (Beijing) Co., Ltd. v 100%
Functional currency: RMB Functional currency: RMB Shanghai Qun ze yi Enterprise
Management Co., Ltd.
Functional currency: RMB

The consolidated financial statements of the Company and its subsidiaries (collectively the “Group”) are
presented in the Company’s functional currency, the New Taiwan dollar.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approved by the Company’s board of directors on March 7,
2019.

-12-



3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND INTERPRETATIONS

a. Initial application of the amendments to the Regulations Governing the Preparation of Financial Reports
by Securities Issuers and the International Financial Reporting Standards (IFRS), International
Accounting Standards (IAS), Interpretations of IFRS (IFRIC), and Interpretations of IAS (SIC)
(collectively, the “IFRSs”) endorsed and issued into effect by the Financial Supervisory Commission
(FSC)

Except for the following, the initial application of the amendments to the Regulations Governing the
Preparation of Financial Reports by Securities Issuers and the IFRSs endorsed and issued into effect by
the FSC did not have any material impact on the Group’s accounting policies:

1y

2)

IFRS 9 “Financial Instruments” and related amendments

IFRS 9 supersedes IAS 39 “Financial Instruments: Recognition and Measurement”, with
consequential amendments to IFRS 7 “Financial Instruments: Disclosures” and other standards.
IFRS 9 sets out the requirements for classification, measurement and impairment of financial assets
and hedge accounting. Refer to Note 4 for information relating to the relevant accounting policies.

Classification, measurement and impairment of financial assets

On the basis of the facts and circumstances that existed as of January 1, 2018, the Group has
performed an assessment of the classification of recognized financial assets and has elected not to
restate prior reporting periods.

The following table shows the original measurement categories and carrying amounts under IAS 39
and the new measurement categories and carrying amounts under IFRS 9 for each class of the
Group’s financial assets and financial liabilities as of January 1, 2018.

Measurement Category Carrying Amount
Financial Assets TIAS 39 IFRS 9 TIAS 39 IFRS 9 Remark

Cash and cash equivalents Loans and receivables ~ Amortized cost $ 4,128,026 $ 4,128,026 a)
Trade receivables and other Loans and receivables ~ Amortized cost 292,155 292,155 a)

receivables
Time deposits with original Loans and receivables ~ Amortized cost 997,821 997,821 b)

maturities of more than 3 months
Refundable deposits Loans and receivables  Amortized cost 404,640 404,640 -

a) Cash and cash equivalents, trade receivables and other receivables that were previously
classified as loans and receivables under IAS 39 were classified as at amortized cost with an
assessment of expected credit losses under IFRS 9.

b) Debt investments previously classified as debt investments with no active market and measured
at amortized cost under IAS 39 were classified as at amortized cost with an assessment of
expected credit losses under IFRS 9, because on January 1, 2018, the contractual cash flows
were solely payments of principal and interest on the principal outstanding and these
investments were held within a business model whose objective is to collect contractual cash
flows.

IFRS 15 “Revenue from Contracts with Customers” and related amendments
IFRS 15 establishes principles for recognizing revenue that apply to all contracts with customers

and supersedes IAS 18 “Revenue”, IAS 11 “Construction Contracts” and a number of
revenue-related interpretations. Refer to Note 4 for the related accounting policies.

-13-



Under IFRS 15, the net effect of revenue recognized and consideration received and receivable is
recognized as a contract asset or a contract liability. Prior to the application of IFRS 15, receivables
were recognized or deferred revenue was reduced when revenue was recognized for the relevant
contract under IAS 18.

The Group elected only to retrospectively apply IFRS 15 to contracts that were not complete as of
January 1, 2018 and recognized the cumulative effect of the change in retained earnings on January
1,2018.

The impact on assets, liabilities and equity as of January 1, 2018 from the initial application of IFRS
15 is set out below:

Adjustments
Arising from
As Originally Initial
Stated Application Restated
Deferred revenue - current $ 2,345,166 $ (2,345,166) $ -
Contract liabilities - current - 2.345.166 2,345,166
Total effect on liabilities $ 2.345.166 $ - $ 2,345,166

b. Amendments to the Regulations Governing the Preparation of Financial Reports by Securities Issuers
and the International Financial Reporting Standards (IFRS), International Accounting Standards (IAS),
Interpretations of IFRS (IFRIC), and Interpretations of IAS (SIC) (collectively, the “IFRSs”) endorsed
by the FSC for application starting from 2019

New, Amended or Revised Standards and Interpretations Effective Date
(the “New IFRSs”) Announced by IASB (Note 1)
Annual Improvements to IFRSs 2015-2017 Cycle January 1, 2019
Amendments to IFRS 9 “Prepayment Features with Negative January 1, 2019 (Note 2)
Compensation”
IFRS 16 “Leases” January 1, 2019
Amendments to IAS 19 “Plan Amendment, Curtailment or January 1, 2019 (Note 3)
Settlement”
Amendments to IAS 28 “Long-term Interests in Associates and Joint  January 1, 2019
Ventures”
IFRIC 23 “Uncertainty over Income Tax Treatments” January 1, 2019

Note 1: Unless stated otherwise, the above New IFRSs are effective for annual periods beginning on
or after their respective effective dates.

Note 2: The FSC permits the election for early adoption of the amendments starting from 2018.

Note 3: The Group shall apply these amendments to plan amendments, curtailments or settlements
occurring on or after January 1, 2019.

1) IFRS 16 “Leases”

IFRS 16 sets out the accounting standards for leases that will supersede IAS 17 and a number of
related interpretations.
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Definition of a lease

Upon initial application of IFRS 16, the Group will elect to apply the guidance of IFRS 16 in
determining whether contracts are, or contain, a lease only to contracts entered into (or changed) on
or after January 1, 2019. Contracts identified as containing a lease under IAS 17 and IFRIC 4 will
not be reassessed and will be accounted for in accordance with the transitional provisions under
IFRS 16.

The Group as lessee

Upon initial application of IFRS 16, the Group will recognize right-of-use assets or investment
properties if the right-of-use assets meet the definition of investment properties, and lease liabilities
for all leases on the consolidated balance sheets except for those whose payments under low-value
asset and short-term leases will be recognized as expenses on a straight-line basis. On the
consolidated statements of comprehensive income, the Group will present the depreciation expense
charged on right-of-use assets separately from the interest expense accrued on lease liabilities;
interest is computed using the effective interest method. On the consolidated statements of cash
flows, cash payments for the principal portion of lease liabilities will be classified within financing
activities; cash payments for the interest portion will be classified within operating activities.
Currently, payments under operating lease contracts, including property interest qualified as
investment properties, are recognized as expenses on a straight-line basis. Prepaid lease payments
for land use rights of land are recognized as prepayments for leases. Cash flows for operating leases
are classified within operating activities on the consolidated statements of cash flows. Leased assets
and finance lease payables are recognized for contracts classified as finance leases.

The Group anticipates applying IFRS 16 retrospectively with the cumulative effect of the initial
application of this standard recognized on January 1, 2019. Comparative information will not be
restated.

Lease liabilities will be recognized on January 1, 2019 for leases currently classified as operating
leases with the application of IAS 17. Lease liabilities will be measured at the present value of the
remaining lease payments, discounted using the lessee’s incremental borrowing rate on January 1,
2019. Right-of-use assets will be measured at an amount equal to the lease liabilities. Except for the
following practical expedients which are to be applied, the Group will apply IAS 36 to all
right-of-use assets.

A lease liability for that leasehold building will be recognized and measured at the present value of
the remaining lease payments, discounted using the lessee’s incremental borrowing rate on January
1, 2019. Related right-of-use assets will be measured at fair value and presented as investment
properties.

The Group expects to apply the following practical expedients:

a) The Group will apply a single discount rate to a portfolio of leases with reasonably similar
characteristics to measure lease liabilities.

b) The Group will exclude initial direct costs from the measurement of right-of-use assets on
January 1, 2019.

c) The Group will use hindsight, such as in determining lease terms, to measure lease liabilities.
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Anticipated impact on assets, liabilities and equity

2)

Carrying Adjustments Adjusted
Amount as of Arising from Carrying
December 31, Initial Amount as of
2018 Application January 1, 2019
Right-of-use assets $ - $ 4,370,628 $ 4,370,628
Prepayments for leases - current 201,063 (31,089) 169,974
Prepayments for leases - non-current 8.159 (8,159) -
Total effect on assets $ 209,222 $ 4,331,380 $ 4,540,602
Lease liabilities - current $ - $ 1,430,814 $ 1,430,814
Lease liabilities - non-current - 2,900,566 2,900,566
Total effect on liabilities $ - $ 4,331,380 $ 4,331,380

IFRIC 23 “Uncertainty over Income Tax Treatments”

IFRIC 23 clarifies that when there is uncertainty over income tax treatments, the Group should
assume that the taxation authority will have full knowledge of all related information when making
related examinations. If the Group concludes that it is probable that the taxation authority will
accept an uncertain tax treatment, the Group should determine the taxable profit, tax bases, unused
tax losses, unused tax credits or tax rates consistently with the tax treatments used or planned to be
used in its income tax filings. If it is not probable that the taxation authority will accept an uncertain
tax treatment, the Group should make estimates using either the most likely amount or the expected
value of the tax treatment, depending on which method the Group expects to better predict the
resolution of the uncertainty. The Group has to reassess its judgments and estimates if facts and
circumstances change.

Upon initial application of IFRIC 23, the Group will recognize the cumulative effect of
retrospective application on retained earnings on January 1, 2019.

Except for the above impacts, as of the date the consolidated financial statements were authorized for

issue, the Group continues assessing other possible impacts that the application of the aforementioned

amendments and the related amendments to the Regulations Governing the Preparation of Financial
Reports by Securities Issuers will have on the Group’s financial position and financial performance and

will disclose these other impacts when the assessment is completed.

New IFRSs in issue but not yet endorsed and issued into effect by the FSC

New IFRSs

Effective Date
Announced by IASB (Note 1)

Amendments to IFRS 3 “Definition of a Business”

Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Assets

between an Investor and its Associate or Joint Venture”

IFRS 17 “Insurance Contracts”
Amendments to IAS 1 and IAS 8 “Definition of M

Note 1:
or after their respective effective dates.
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January 1, 2020 (Note 2)
To be determined by IASB

January 1, 2021
January 1, 2020 (Note 3)

Unless stated otherwise, the above New IFRSs are effective for annual periods beginning on



Note 2: The Group shall apply these amendments to business combinations for which the acquisition
date is on or after the beginning of the first annual reporting period beginning on or after
January 1, 2020 and to asset acquisitions that occur on or after the beginning of that period.

Note 3: The Group shall apply these amendments prospectively for annual reporting periods
beginning on or after January 1, 2020.

As of the date the consolidated financial statements were authorized for issue, the Group is
continuously assessing the possible impact that the application of other standards and interpretations
will have on the Group’s financial position and financial performance, and will disclose the relevant
impact when the assessment is completed.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a.

Statement of compliance

The consolidated financial statements have been prepared in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and IFRSs as endorsed and issued
into effect by the FSC.

Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis except for
financial instruments which are measured at fair value.

The fair value measurements, which are grouped into Levels 1 to 3 based on the degree to which the
fair value measurement inputs are observable and based on the significance of the inputs to the fair
value measurement in its entirety, are described as follows:

1) Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities;

2) Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

3) Level 3 inputs are unobservable inputs for an asset or liability.

Classification of current and non-current assets and liabilities

Current assets include:

1) Assets held primarily for the purpose of trading;

2) Assets expected to be realized within 12 months after the reporting period; and

3) Cash and cash equivalents unless the asset is restricted from being exchanged or used to settle a
liability for at least 12 months after the reporting period.

Current liabilities include:
1) Liabilities held primarily for the purpose of trading;
2) Liabilities due to be settled within 12 months after the reporting period, even if an agreement to

refinance, or to reschedule payments, on a long-term basis is completed after the reporting period
and before the consolidated financial statements are authorized for issue; and
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3) Liabilities for which the Group does not have an unconditional right to defer settlement for at least
12 months after the reporting period. Terms of a liability than could, at the option of the
counterparty, result in its settlement by the issue of equity instruments do not affect its
classification.

Assets and liabilities that are not classified as current are classified as non-current.

Basis of consolidation

Principles for preparing consolidated financial statements

The consolidated financial statements incorporate the financial statements of the Company and the
entities controlled by the Company (i.e. its subsidiaries).

Income and expenses of subsidiaries acquired or disposed of during the period are included in the
consolidated statement of profit or loss and other comprehensive income from the effective dates of
acquisitions up to the effective dates of disposal, as appropriate.

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

All intra-group transactions, balances, income and expenses are eliminated in full upon consolidation.
Total comprehensive income of subsidiaries is attributed to the owners of the Company and to the
non-controlling interests even if this results in the non-controlling interests having a deficit balance.

Changes in the Group’s ownership interests in subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the interests of
the Group and the non-controlling interests are adjusted to reflect the changes in their relative interests
in the subsidiaries. Any difference between the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or received is recognized directly in equity and
attributed to the owners of the Company.

See Note 10 and Table 5 for detailed information on subsidiaries (including percentages of ownership
and main businesses).

Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies other
than the entity’s functional currency (i.e. foreign currencies) are recognized at the rates of exchange
prevailing at the dates of the transactions.

At the end of each reporting period, monetary items denominated in foreign currencies are retranslated
at the rates prevailing at that date. Exchange differences on monetary items arising from settlement or
translation are recognized in profit or loss in the period in which they arise.

Non-monetary items measured at fair value that are denominated in foreign currencies are retranslated
at the rates prevailing at the date when the fair value was determined. Exchange differences arising on
the retranslation of non-monetary items are included in profit or loss for the period except for exchange
differences arising from the retranslation of non-monetary items in respect of which gains and losses are
recognized directly in other comprehensive income, in which cases, the exchange differences are also
recognized directly in other comprehensive income.
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Non-monetary items that are measured at historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction.

For the purpose of presenting the consolidated financial statements, the functional currencies of the
Company and the group entities (including subsidiaries and associates in other countries that use
currencies which are different from the currency of the Company) are translated into the presentation
currency - the New Taiwan dollar as follows: Assets and liabilities are translated at the exchange rates
prevailing at the end of the reporting period; and income and expense items are translated at the average
exchange rates for the period. The resulting currency translation differences are recognized in other
comprehensive income (attributed to the owners of the Company and non-controlling interests as
appropriate).

Inventories

Inventories consist of raw materials and finished goods and are stated at the lower of cost or net
realizable value. Inventory write-downs are made by item, except where it may be appropriate to group
similar or related items. The net realizable value is the estimated selling price of inventories less all
estimated costs of completion and costs necessary to make the sale. Inventories are recorded at
weighted-average cost on the balance sheet date.

Investments in associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary
nor an interest in a joint venture.

The Group uses the equity method to account for its investments in associates.

Under the equity method, investments in an associate are initially recognized at cost and adjusted
thereafter to recognize the Group’s share of the profit or loss and other comprehensive income of the
associate. The Group also recognizes the changes in the Group’s share of the equity of associates
attributable to the Group.

The entire carrying amount of an investment (including goodwill) is tested for impairment as a single
asset by comparing its recoverable amount with its carrying amount. Any impairment loss recognized is
not allocated to any asset, including goodwill, that forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognized to the extent that the recoverable amount of the
investment subsequently increases.

When a group entity transacts with its associate, profits and losses resulting from the transactions with
the associate are recognized in the Group’ consolidated financial statements only to the extent that
interests in the associate that are not related to the Group.

Property, plant and equipment

Property, plant and equipment are stated at cost, less accumulated depreciation and accumulated
impairment loss.

Depreciation of property, plant and equipment is recognized using the straight-line method. Each
significant part is depreciated separately. If the lease term of an item of property, plant and equipment is
shorter than its useful life, such asset is depreciated over its lease term. The estimated useful lives,
residual values and depreciation methods are reviewed at the end of each reporting period, with the
effects of any changes in estimates accounted for on a prospective basis.

On derecognition of an item of property, plant and equipment, the difference between the sales proceeds
and the carrying amount of the asset and is recognized in profit or loss.
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Intangible assets
1) Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are initially measured at cost
and subsequently measured at cost less accumulated amortization. Amortization is recognized on a
straight-line basis. The estimated useful life, residual value, and amortization method are reviewed
at the end of each reporting period, with the effect of any changes in estimate accounted for on a
prospective basis.

2) Derecognition of intangible assets

On derecognition of an intangible asset, the difference between the net disposal proceeds and the
carrying amount of the asset are recognized in profit or loss.

Impairment of tangible and intangible assets and assets related to contract costs

At the end of each reporting period, the Group reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the recoverable amount of the cash-generating unit
to which the asset belongs.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually, and whenever there is an indication that the asset may be impaired.

The recoverable amount is the higher of fair value less costs to sell and value in use. If the recoverable
amount of an asset or cash-generating unit is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to its recoverable amount, with the resulting
impairment loss recognized in profit or loss.

Before the Group recognizes an impairment loss from assets related to contract costs, any impairment
loss on inventories, property, plant and equipment and intangible assets related to the contracts
applicable under IFRS 15 shall be recognized in accordance with applicable standards. Then,
impairment loss from the assets related to the contract costs is recognized to the extent that the carrying
amount of the assets exceeds the remaining amount of consideration that the Group expects to receive
in exchange for related goods or services less the costs which relate directly to providing those goods or
services and which have not been recognized as expenses. The assets related to the contract costs are
then included in the carrying amount of the cash-generating unit to which they belong for the purpose of
evaluating impairment of that cash-generating unit.

When an impairment loss is subsequently reversed, the carrying amount of the corresponding asset,
cash-generating unit or assets related to contract costs is increased to the revised estimate of its
recoverable amount, but only to the extent of the carrying amount that would have been determined had
no impairment loss been recognized for the asset, cash-generating unit or assets related to contract costs
in prior years. A reversal of an impairment loss is recognized in profit or loss.

Financial instruments

Financial assets and financial liabilities are recognized when a group entity becomes a party to the
contractual provisions of the instruments.
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Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issuance of financial assets and financial liabilities (other than
financial assets and financial liabilities at FVTPL) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at FVTPL are recognized
immediately in profit or loss.

1) Financial assets

All regular way purchases or sales of financial assets are recognized and derecognized on a trade
date basis.

a) Measurement categories
2018

Financial assets are classified as financial assets at amortized cost.

Financial assets at amortized cost

Financial assets that meet the following conditions are subsequently measured at amortized
cost:

i. The financial asset is held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows; and

ii. The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

Subsequent to initial recognition, financial assets at amortized cost, including cash and cash
equivalents, trade receivables and other receivables at amortized cost, other financial assets and
refundable deposits, are measured at amortized cost, which equals the gross carrying amount
determined using the effective interest method less any impairment loss. Exchange differences
are recognized in profit or loss.

Interest income is calculated by applying the effective interest rate to the gross carrying amount
of such a financial asset, except for:

i. Purchased or originated credit-impaired financial assets, for which interest income is
calculated by applying the credit-adjusted effective interest rate to the amortized cost of
such financial assets; and

ii. Financial assets that are not credit-impaired on purchase or origination but have
subsequently become credit-impaired, for which interest income is calculated by applying
the effective interest rate to the amortized cost of such financial assets in subsequent
reporting periods.

Cash equivalents include time deposits with original maturities within 3 months from the date of
acquisition, which are highly liquid, readily convertible to a known amount of cash and are
subject to an insignificant risk of changes in value. These cash equivalents are held for the
purpose of meeting short-term cash commitments.

2017

Financial assets are classified as loans and receivables.
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b)

Loans and receivables

Loans and receivables (including trade receivables, cash and cash equivalents, other receivables,
other financial assets and refundable deposits) are measured using the effective interest method
at amortized cost less any impairment, except for short-term receivables when the effect of
discounting is immaterial.

Cash equivalents include time deposits with original maturities within 3 months from the date of
acquisition, which are highly liquid, readily convertible to a known amount of cash and are
subject to an insignificant risk of changes in value. These cash equivalents are held for the
purpose of meeting short-term cash commitments.

Impairment of financial assets and contract assets

2018
The Group recognizes a loss allowance for expected credit losses on financial assets at
amortized cost (including trade receivables).

The Group always recognizes lifetime expected credit losses (i.e. ECLs) for trade receivables,
lease receivables and contract assets. For all other financial instruments, the Group recognizes
lifetime ECLs when there has been a significant increase in credit risk since initial recognition.
If, on the other hand, the credit risk on a financial instrument has not increased significantly
since initial recognition, the Group measures the loss allowance for that financial instrument at
an amount equal to 12-month ECLs.

Expected credit losses reflect the weighted average of credit losses with the respective risks of
default occurring as the weights. Lifetime ECLs represent the expected credit losses that will
result from all possible default events over the expected life of a financial instrument. In
contrast, 12-month ECLs represent the portion of lifetime ECLs that is expected to result from
default events on a financial instrument that are possible within 12 months after the reporting
date.

The Group recognizes an impairment gain or loss in profit or loss for all financial instruments
with a corresponding adjustment to their carrying amount through a loss allowance account.

2017

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end
of each reporting period. Financial assets are considered to be impaired when there is objective
evidence, as a result of one or more events that occurred after the initial recognition of such
financial assets, that the estimated future cash flows of the investment have been affected.

Financial assets at amortized cost, such as trade receivables, are assessed for impairment on a
collective basis even if they were assessed not to be impaired individually. Objective evidence
of impairment for a portfolio of receivables could include the Group’s past experience with
collecting payments, an increase in the number of delayed payments in the portfolio past the
average credit period, as well as observable changes in national or local economic conditions
that correlate with defaults on receivables.

For a financial asset at amortized cost, the amount of the impairment loss recognized is the

difference between such an asset’s carrying amount and the present value of its estimated future
cash flows, discounted at the financial asset’s original effective interest rate.
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c)

For a financial asset at amortized cost, if, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognized, the previously recognized impairment loss is reversed through
profit or loss to the extent that the carrying amount of the investment (at the date on which the
impairment is reversed) does not exceed what the amortized cost would have been had the
impairment not been recognized.

For all other financial assets, objective evidence of impairment could include significant
financial difficulty of the issuer or counterparty, breach of contract such as a default or
delinquency in interest or principal payments, it becoming probable that 