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|. Letter to Shareholders

Good Morning, Ladies and Gentlemen:

Thank you for your support for ADDcn Technology for the past year, and participating in the
2019 general meeting of shareholders in the midst of pressing affairs. | represent ADDcn

Technology Co., Ltd to welcome your visit and guidance.

I. Implementation Results of Business Plan

The Company’s 2018 consolidated operating revenue is NT$ 1,478,744 thousand, which,
compared with the operating income of NT$ 1,371,193 thousand in 2017, shows an increase of 7.84
9. The income from continuing operations in 2018 is NT$ 605,804 thousand, which, compared with
the income from continuing operations of NT$ 504,725 thousand in 2017, shows an increase of
20.03%, and the after tax earnings per share are NT$ 14.04.

In 2018, the international circumstances are unstable and full of uncertain factors; the economy
in Taiwan market is relatively stable, but is also full of severe challenges. In this ever-changing
market, the operation group still made an outstanding performance; both the revenue and operating
profits have reached a record high. In 2018, the effort for the comprehensive and friendly user
experience in the “new construction projects on 591 (Property Trading) and in the “new car items
on 8891” (Cars Trading) has made us keep extending the distance between the competitors. Under
the effort of the group, “100 Interior Design” and “Marry” are gradually taking the lead as well.
Besides, our operating group will continue to develop new services and markets; such websites as
“Chickpt” (Part-Time Human Resource) and “8591.HK” have successively received ardent feedback
too. Overseas markets have also yielded a fruitful harvest in 2018. After adjusting its strategies,
“691.HK” can operate independently. Moreover, with the experience borrowed from “591.HK”,
“8591.HK” has officially started to operate in the fourth quarter, adding fresh energy to the overseas

markets.

In recent years, the internationalization tendency of the internet market in Taiwan is becoming
obvious. Our company is grounded on the core of “matchmaking”; in order to expand the leading
advantages, we will face the gradually server challenges with a diverse manner, and will provide the

members with various and convenient services. In 2019, we will continue the strategies applied in



the last year. We are going to enrich our contents, to provide more convenient services and to
cooperate with more below-the-line companies so as to demonstrate the websites’ influences of
“matchmaking.” 518 (Human Resource) is making an effort to deepen its foundation, and will be
dedicated to the groups of students and small enterprises to broaden the market participation degree
of the platform. After 591.HK can operate independently, 8591.HK is going to borrow its experience
to speed up the expansion of overseas markets. After years’ endeavors of the group, such new
platforms as “100 Interior Design” and “Marry” are gradually becoming one of the leading
enterprises, and are expected to operate independently; besides, we are going to strenuously promote
“Chickpt” to broaden its market share. It is expected that the overall arrangement and promotion

mentioned-above will produce prominent helpfulness to the company’s operation.

I1. Financial Revenue and Expenditure and Profitability Analysis

The company’s 2018 consolidated operating revenue, operating margin, operating net profit,

income from continuing operations, net profit after tax, and after tax earnings per share are listed as

follows:
Unit: NT$ thousand
year
' 2018 2017 YoY (%)
item
operating revenue 1,478,744 1,371,193 7.84%
operating margin 1,170,177 1,075,069 8.85%
operating net profit 728,260 602,277 20.92%
income from continuing operations 605,804 504,725 20.03%
net profit after tax 605,804 639,715 -5.30%
after tax earnings per share (dollar) 14.04 15.00 —

I11. Status of Research and Development

Our company has more than ten million members; the data of their consumption behaviors will

be important assets of the websites in the future. In order to enhance the efficiency brought by the



digital resources, we are going to keep enriching the contents in the websites and to improve the
algorithm of big data. Moreover, the optimization of the mobile applications is also an item which

needs to keep endeavoring.

Thank you for all the shareholders’ visit, and for the colleagues who have been working together.
In the future, all the colleagues in the company will make every effort to boost the company’s
performance. We are going to create higher profit and value for all shareholders and to set

sustainable operation as our ultimate goal.

Finally, may all your wishes come true.

Chairman . Liao, Shih-Fang
General Manager:  Wu, Tsung-Hsien
Chief Accountant: Chang, Chiao-Ni
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11. Company Profile

Date of Incorporation: : Jan. 23, 1997

Company History :

Time Milestones

2007/01 The Ministry of Economic Affairs approved the establishment of ADDcn
Technology Co., Ltd. with the capital of NT$ 15 million.

2007/05  |8591 (virtual treasure trade) has become the Company's website.

2007/06  |Founding 591(Property Trading).

2008/08 Capital increase was NT$23.6 million. After the capital increase, the paid-in
capital was NT$38.6 million.

2009/01  |Founding 1796 website.

2009/08  |Founding 8891(Cars Trading).

2009/09  |Founding 518 (Human Resource).

2009/10 Capital increase was NT$41.4 million. After the capital increase, the paid-in
capital was NT$80 million.

2010/08 Capital increase was NT$68.4 million. After the capital increase, the paid-in
capital was NT$148.4 million.

2011/05  |The business and assets transfer of 518 (Human Resource).

2011/06 Capital reserve transferred to increase was NT$27.36 million. After the transfer,
the paid-in capital was NT$175.76 million.

2011/11  [Founding 101 (Online T-Shirt selling website)

2012/06 Earnings transferred to increase was NT$104.24 million. After the transfer, the
paid-in capital was NT$280 million.

2012/07  |Share certificates had been publicly issued.

2012/08  |Shut down 1796 website.

2012/09  |Registered the stock for TPEX trading.

2012110 591(Property Trading) won The 9th National Yushan Brand Award —The Most
Popular Brand.

2012/11  |Shut down TWBBS website.

2012/11 591(house trade) won The 12th Golden Network Award of the Ministry of
Economic Affairs - Service Platform Silver Award.

2013/03  |Business Next magazine published the 2013 Top 100 list of Taiwan Internet:




Time

Milestones

591(Property Trading) ranked 57th in the "2013 Business Next Web100 List"
and 8591 (virtual treasure trade) ranked 78th.

8591 (virtual treasure trade) and 8891(Cars Trading) won The 10th National

2013/10
Yushan Brand Award —The Most Popular Brand.

2014/01 Capital increase was NT$350 million. After the capital increase, the paid-in
capital was NT$315 million.

2014/01  |List on the OTC market.

2014/03 Business Next magazine published the 2014 Top 100 list of Taiwan Internet:
591(Property Trading) ranked 53th in the "2014 Business Next Web100 List".

2014/06  |Founding VIP Brands Outlet website.

2014/06 518 (Human Resource) won the Commercial Times Bronze Medal Award of
The Best Service in Taiwan.

2014/08  |Founding 591 in HK.

2014/11  |Merging 518(human resources)
Business Next magazine published the 2015 Top 100 list of Taiwan Internet:

2015/03  |591(Property Trading) ranked 53th in the "2015 Business Next Web100 List"
and 3rd in the most eye-catching website.

2015/06 Address Change of Head Office to 10F., No.12, Ln. 609, Sec. 5, Chongxin Rd.,
Sanchong Dist., New Taipei City.

2015/06  |Re-invested digim Co., Ltd.

2015/06 518 (Human Resource) won the Commercial TimesSilver Medal Award of The
Best Service in Taiwan.

2015/07 Won the Deloitte & Touche 2014 Deloitte Asia Pacific Technology Fast500
Award.

2015/08 Earnings transferred to increase was NT$94.5 million. After the transfer, the
paid-in capital was NT$409.5 million.

2015/11  |Set up the Operational Expansion.

2015/11  |Re-invested Jackercleaning Co., Ltd.

2015/11 Won Forbes 2014 Asia’s 200 Best Listed SMEs.
591(Property Trading) won The 12th National Yushan Brand Award —The Most

2015/11 Popular Brand First Prize Award.

8891 (Cars Trading) and 518 (Human Resource) won The 12th National Yushan
Brand Award —The Most Popular Brand.




Time

Milestones

Google announced 2015 Taiwan Brand Search Rank: 591(Property Trading)

2016/01
ranked 8th.
Business Next magazine published the 2016 Top 100 list of Taiwan Network

2016/02  |Traffic: 8591 (virtual treasure trade) ranked 57th and 591(Property Trading)
ranked 67th.

2016/05 Achieved the British Standards Institution (BSI) BS 10012:2009 Personal
Information Management System (PIMS) international standard certification.

2016/06  |Founding 100 (interior design website)

2016/08  |Founding Marry (Wedding Service)

2017/06  |101 Original Design was out of ADDCN.

2017/06 518 (Human Resource) won the Commercial Times Bronze Medal Award of
The Best Service in Taiwan.

2017/06  |Re-invested Cherri Tech, Inc.

2018/02  |Founding Chickpt APP.

2018/06 Chickpt APP, Marry APP and 100 (Interior Design) APP won The 15th National
Yushan Brand Award —The Best Product.

2018/07 518 (Human Resource) won the Commercial Times Bronze Medal Award of
The Best Service in Taiwan.

2018/10  |Set up 8591 (virtual treasure trade) website in HK.




[11.Corporate Governance Report

1. Organization

1.1 Organizational Chart :
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1.2 Major Corporate Functions :

Department

Functions

President’s Office

1. Executing resolutions of Board of Directors, leading the
operation team to formulate operational strategies and promote
various businesses.

2. To coordinate the management of the Board of Directors, the
Shareholders’ Meeting, the issuance of external information and
public relations.

Internal Auditing

To evaluate the implementation of internal control system and
measure operational efficiency, and provide suggestions for
improvement.

Responsible for the planning and development of websites and the

R&D . . .
device application of different platforms.
. To construct a professional platform suitable for management and
Operating .
business.
Information system backup and maintenance, network and data
IT security; troubleshooting and software and hardware maintenance

contractor liaison.

Operational expansion

To assist in various platform's business expansion and operation
management of transnational organizations.

General
Affairs

Responsible for the procurement, management and maintenance of
fixed assets, general and information supplies.

HR

Responsible for human resource management and development,
such as human resource planning, recruitment and appointment,
salary, education and training.

Admini
strative

Financial

1. Budget preparation and control, implementation of accounting
system, preparation of financial statements, statistics and analysis,
tax planning and proceed of related project operations.

2. Responsible for fund dispatching, cash, bills and securities
management and payment of various fees.

Legal

Consultation and processing of legal issues.

Media
Purchasing

To promote our products through advertising media on various
platforms.




2.

Directors, Supervisors and Management Team :

2.1 Directors and Supervisors :

(1)Directors and Supervisors :

April 22, 2019

Title

Nationality

Name

Gender

Date

Elected

Term

(years)

Date First

elected

Shareholding

when Elected

Current

Shareholding

Spouse & Minor

Shareholding

Shareholding by

Nominee

Arrangement

Shares %

Shares

%

Shares

%

Shares

%

Experience (Education)

Other

Position

Executives, Directors or

Supervisors who are spouses

or within two degrees of

kinship

Title

Name

Relation

Chairman

Republic of
China

Liao,
Shih-Fan

Male

2018.06.14

2007.01.17

2,956,142 6.94%

3,119,142

7.33%

1,751,755

4.11%

7,737,506

18.16%

Education:

1. Graduate School of Architecture,
Tam Kang University

2. Department of Architecture,
National Cheng Kung University
Experience:

1. Chen Xin Chang Architects
Assistant

Note 1

None

None

None

Director

Republic of
China

Wu,
Tsung-Hs
ien

Male

2018.06.14

2009.11.26

348,406| 0.82%

396,406

0.93%

Education:

1.Department of Information
Management, Yu Da University of
Science and Technology
Experience:

1. Product Manager, Dimension
Computer Technology Co., Ltd.

Note 2

None

None

None

Director

Republic of
China

Lin,
Mei-Hui

Female

2018.06.14

2010.06.17

150,470| 0.35%

162,470

0.38%

Education:

1. Enterprise Management, Chinese
Junior College of Industrial and
Commercial Management
Experience:

1.Financial Manager, i-View Process
Post-Production Corp.

Note 3

None

None

None




Executives, Directors or
Shareholding by

Shareholding Current Spouse & Minor Supervisors who are spouses
Date Date First Nominee Other
Title | Nationality | Name |Gender Term when Elected Shareholding Shareholding Experience (Education) or within two degrees of
Elected elected Arrangement Position
(years) Kinship
Shares % Shares % Shares % Shares % Title Name | Relation
Republic of |19 Y!
Director CE‘_’“ CMlinvestme | - | 2018.06.14| 3 |2018.06.14|2,254,024| 5.29%)|2,254,024| 5.29% - -|1,138,846| 2.67%)- None None | None | None
ina
nt Itd
Education:
1. PhD., Accounting Institute, Jinan
University, Guangzhou
Republic of wang, 2. Master, Business Administration
Director p Chung-Pi | Male |2018.06.14| 3 |2018.06.14 - - - - - - - -1 T ' Note 4 None | None | None
China N Soochow University
g Experience:
Partner Accountants, Jia Wei & Co.,
CPAs
Education:

1. PhD., Science Education,
University of lowa, USA

Independ . . : .
ent REF)UDIIC of Lle'n' . Male |2018.06.14| 3 |2012.10.19 - - - - - - - - Experlence.- . o Note 5 None None None
. China Chi-Jui 1. Vice President, National Taipei
Director . . .
University of Education
2. Professor, National Taipei
University of Education
Education:
1. PhD, Business Administration,
Soochow University
Independ Republic of lch £ . i
ent | CPUPHCOTIBNEN. o ale| 2018.06.14| 3 [2012.10.19 - - - - - - - |Fxpeniences _ | Note6 | None | None | None
Director China Fu-Mei 1. Teaching Assistant, National Taipei
University of Technology
2. Lecturer and Teaching Assistant,
National Taitung University
. Rui Qi
. Republic of |,
Director Chi investme - 2018.06.14| 3 [2018.06.14| 483,940| 1.14%| 483,940 1.14% - - 381,858| 0.90%|- None None None None
ina
nt Itd

-10-




Shareholding by

Executives, Directors or

Shareholding Current Spouse & Minor Supervisors who are spouses
Date Date First Nominee Other
Title | Nationality | Name |Gender Term when Elected Shareholding Shareholding Experience (Education) or within two degrees of
Elected elected Arrangement Position
(years) kinship
Shares % Shares % Shares % Shares % Title Name | Relation
Education:

1. Department of Accounting, Feng

. Huang, ] o
Director| cPuPhic of Mu-Ciua Male |2018.06.14| 3 [2012.10.19 1 - - - - - - | Chia University Note? | Nome | Nome | None
China N Experience:
1.Financial Manager, Futsu
Construction Co., Ltd.
Education:
Director| cPUPliC O (Chen. 1y e 120180604 3 [2015.0611|  1341] 000%| 1,341 0.00% _|1-School of Law, Soochow University | o |\ o | None | None

China Chin-Han ) ) ) Experience:
1.Lawyer, Han Sheng law firm

Note 1.(1)Chairman and General manager, i-View Process Post-Production Corp. (2) Corporate Chairman Representative, Magcom Co., Ltd (3) Chairman, ADDWE Technology Co.,
Ltd. (4)Chairman, Sheng Cheng investment Itd (5) Corporate Director Representative, Jia Lin investment Itd (6) Corporate Chairman Representative, Qian Yi investment Itd (7)
Corporate Director Representative, Local Scenery Film Co., Ltd. (8) Supervisor, Catan Technology Co., Ltd (9) Corporate Director Representative, ADDCN(SAMOA) (10)
Corporate Director Representative, addcn Technology (Shenzhen) Co., Ltd (11) Corporate Director Representative, ADDcn Technology (Hong Kong) Co., Ltd

Note 2. (1) GM, the Company (2) Director, Jia Wei investment Itd (3) Corporate Director Representative, digit marketing Co., Ltd

Note 3. (1)Operating Division Associate of The Company (2) Director, Han Ge international holdings Itd

Note 4. (1) Partner Accountants, Jia Wei & Co., CPAs (2) Supervisor, TaiDoc Technology Corporation. (3) Independent Director, Tex Year Industries Inc. (4) Corporate Supervisor
Representative, Jia Lin investment Itd -

Note 5. Independent Director, Taiwan Taomee Co., Ltd

Note 6.(1) Manager, Office of Industry-Academia Cooperation, National Taipei University of Science and Technology (2) Director, Taiwan Small & Medium Enterprise Counseling
Foundation

Note 7. Partnership accountant, Yangtze CPAs and Co.

Note 8. Attorney-in Charge, Han Sheng law firm.

-11-




(2)Major shareholders of the institutional shareholders :

April 22, 2019
Name of Institutional Shareholder Major shareholder
Cheng Yu investment ltd Lin, Hung-Chun(90.40%)
Rui Qi investment Itd Chen, 1-Chi(100.00%)

(3)Professional qualifications and independence analysis of directors and supervisors :

April 22, 2019
Meet One of the Following Professional Number of Other
Qualification Requirements, Together with at Least Independence Criteria (Note) Public
Criteria| Five Years Work Experience L
F : Companies in
Business, Legal Judge, Business, -
. . . Which the
Affairs, Finance, [Prosecutor, Legal Affairs, L :
" : Individual is
Accounting, Attorney, CPA |Finance, Concurrently
Lecturer or above |or National Accountingor| 1 |2 | 3|4 |5[6|7[8]9]10 Servi
h : e erving as an
Name in Colleges in Certified Related Work
A . Independent
Related Professionals |Experience Dir
ector
departments
Liao, Shih-Fang v v Vi viv -
WU, Tsung-Hsien v VI iviIivIivIivIvI|Iv]|]v -
Lin, Mei-Hui v Vv ivi|iv|IivIv]|v]| VY -
Cheng Yu ) ) . B I (I A R R )
investment Itd
Wang, Chung-Ping v VI v ivIvIvI vV v]|v|Vv 1
Lien, Chi-Jui v v VI v ivIvIvI vV v]|v|Vv 1
Chen, Fu-Mei v v VI v ivIvIvI vV Iv]|v|Vv -
Rui Qi investment ) ) . B [ I R A (O N I )
Itd
Huang, Mu-Chuan v v viviIiviiv]|iv|iv]|iv]|v]|v]| Vv -
Chen, Chin-Han v v viviIiviiv]|iv|iv]|iv]|v]|v]| Vv -

Note: Please tick the corresponding boxes that apply to the directors or supervisors during the two years prior to being elected or during the term of office.

(D
(2)

(3)

(4

(5)

(6)

(7

(8)
(9)
(10)

Not an employee of the Company or any of its affiliates.

Not a director or supervisor of the Company or any of its affiliates. Not applicable in cases where the person is an independent director of the
Company, its parent company, or any subsidiary in which the Company holds, directly or indirectly, more than 50% of the voting shares.

Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or held by the person under
others’ names, in an aggregate amount of 1% or more of the total number of outstanding shares of the Company or ranking in the top 10 in
holdings.

Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any of the persons in the
preceding three subparagraphs.

Not a director, supervisor, or employee of a corporate shareholder who directly holds 5% or more of the total number of outstanding shares of the
Company or who holds shares ranking in the top five holdings.

Not a director, supervisor, officer, or shareholder holding 5% or more of the shares, of a specified company or institution which has a financial or
business relationship with the Company.

Not a professional individual who is an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership, company, or
institution that provides commercial, legal, financial, accounting services or consultation to the Company or to any affiliate of the Company, or a
spouse thereof. These restrictions do not apply to any member of the Compensation committee who exercises powers pursuant to Article 7 of the
“Regulations Governing the Establishment and Exercise of Powers of Compensation committees of Companies whose Stock is Listed on the
TWSE or Traded on the TPEx*.

Not having a marital relationship, or a relative within the second degree of kinship to any other director of the Company.

Not been a person of any conditions defined in Article 30 of the Company Act.

Not a governmental, juridical person or its representative as defined in Article 27 of the Company Act.

-12-




2.2 Management Team :

April

22, 2

019

Title

Nationality

Name

Gender

Date
Effec
tive

Shareholding

Spouse & Minor
Shareholding

Shareholding
by Nominee
Arrangement

Shares

%

Shares | %

Shares | %

Experience (Education)

Other
Position

Managers who are
Spouses or Within
Two Degrees of

Kinship

Title

Name

Relati
on

General

Manager

Republic

of China

Wu,

Tsung-Hsien

Male

2007.

01

396,406

0.93%

Education:

1. Department of
Information Management,
Yu Da University of
Science and Technology
Experience:

1. Product Manager,
Dimension Computer
Technology Co., Ltd.

Note 1

None

None

None

Deputy
GM

Republic

of China

Qiu,
Jian-Ming

Male

2015.

02

50,020

0.12%

1,000{ 0.00%

Education:

1. Department of

Commercial Design,

Ming Chuan University

Experience:

1.GM, 518 Technology
Co., Ltd

None

None

None

None

Associate,
Managem
ent

Division

Republic

of China

Lin,
Mei-Hui

Female

2007.

06

162,470

0.38%

Education:

1. Enterprise Management,
Chinese Junior College of
Industrial and Commercial
Management

Experience:

1.Financial Manager,
i-View Process
Post-Production Corp.

Note 2

None

None

None

Manager,
Finance

Division

Republic

of China

Chang,
Chiao-Ni

Female

2012.

06

21,107

0.05%

Education:
1. Accounting

_|Department, Yuan Ze

University
Experience:
1.KPMG-Manager

None

None

None

None

Manager,
Operating

Division

Republic

of China

Chen,
Zi-Ning

Female

2016.

05

10,800

0.03%

Education:

1. Department of
Multimedia Design,
Chihlee University of
Technology

_|Experience:

1. Website Designer,
Hopa Enterprise & IT
Consultancy Ltd.

2. Website Designer,
TGsoft Technology Co.,
Ltd

Note 3

None

None

None

Deputy
Manager,
Audit

Division

Republic

of China

Xu,
Yun-Qian

Female

2015.

08

3,600

0.01%

Education:

1. Department of
Finance, Hsuan Ceuang
University.

Experience:

1. Audit Specialist,

None

None

None

None

-13-




Title

Nationality

Name

Gender

Date
Effec
tive

Shareholding

Spouse & Minor
Shareholding

Shareholding
by Nominee
Arrangement

Shares

%

Shares | %

Shares | %

Experience (Education)

Other
Position

Managers who are
Spouses or Within
Two Degrees of

Kinship

Title

Name

Relati
on

Taiwan Surface
Mounting Technology
Corp.

Director

IT

Republic

of China

You,

Shun-Yuan

Male

2009.

12

7,908

0.02%

Education:

1. Secretarial Science,
Chungyu Institue of
Technology
Experience:

1. IT, Car Quality
Automotive Co., Ltd

None

None

None

None

Deputy
Manager,
Public
Relations

hip

Republic

of China

Yu, Chu-Yu

Male

2014.

06

2,400

0.01%

Education:

1. Department of
Banking and Finance,
TKU

Experience:

1. Corporate Finance
Department, Cathay

Financial Holdings Co.

Ltd.

None

None

None

None

Note 1. (1) Director, Jia Wei investment Itd (2) Corporate Director Representative, digim Co., Ltd
Note 2. Director, Han Ge international holdings Itd

Note 3. The staff

resigned in March 2019

Note 4. The Company GM Wu, Tsung-Hsien helds a part-time position of R&D manager.

-14-




Remuneration of Directors, Supervisors, President, and Vice President :

Remuneration of Directors :

Unit: NT$ thousand

Director remuneration The sum of A, B, Remuneration from other jobs The sum of A, B,
CandDasa C,D,E,FandG
Remuneration Retirement Director Busine_:ss percentage of | Remuneration, Retirement . asa percentage
* ension (B) _|remuneration (C) execution after-tax net bonus and ension (F) Employee remuneration (G) | Of after-tax net
P expenses (D) profit special fees (E) | P profit Remunerat
- ion from
All Allgompanles All reinvested
Title Name All _ All _ All _ All _ All _ All _ cgmpan |nt.he Cc_’mpanbusinesses
compani lcompani compani compani compani compani iesin [ The Company| consolidated iesin o iher than
es in the| es in the| esin the| esin the esinthe esinthe the financial the subsidiarie
The |consolid[ The |consolid| The [consolid] The |consolid] The |consolid[ The |consolid| The [ consoli statements consoli S
Company| ated [Company| ated |Company| ated [Company] ated [Company| ated |Company| ated [Company| dated Company| dated
financiall financiall financial financial financial financial financi financi
stateme stateme stateme stateme stateme stateme al [Cash | Stock|Cash | Stock al
nts nts nts nts nts nts stateme stateme|
nts nts
Chairman | Liao, Shih-Fang
Director | Wu, Tsung-Hsien
Director Lin, Mei-Hui
Director | Lin, Hung-Chun
( Note 1)
Director Chen, I-Chi
( Note 1)
Director |~ Cheng Yu 2,170 [ 2,170 | - - |5231(5,231| 280 | 280 | 1.29%)| 1.29%|17,256(19,312| - - |290%4| - [29034] - |9.06%|9.41%| -
investment Itd
( Note 2)
Director |Wang, Chung-Ping
( Note 2)
Independent|  Lien, Chi-Jui
Director
Independent| Chen, Fu-Mei
Director

Note 1. Resignation on June 14, 2018
Note 2. Reelection newly on June 14, 2018
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Range of Remuneration:

Range of Remuneration

Director name

Total amount of the first four remunerations (A+B+C+D)

Total amount of the first seven remunerations
(A+B+C+D+E+F+G)

The Company

Companies in the
consolidated financial
statements H

The Company

Companies in the
consolidated financial
statements |

Lower than 2,000,000

Liao, Shih-Fang
Lin, Hung-Chun
Wu, Tsung-Hsien
Lin, Mei-Hui
Chen, I-Chi
Cheng Yu investment Itd

Liao, Shih-Fang
Lin, Hung-Chun
Wu, Tsung-Hsien
Lin, Mei-Hui
Chen, I-Chi
Cheng Yu investment Itd

Liao, Shih-Fang
Lin, Hung-Chun
Chen, I-Chi
Cheng Yu investment Itd
Wang, Chung-Ping

Liao, Shih-Fang
Lin, Hung-Chun
Chen, I-Chi
Cheng Yu investment Itd
Wang, Chung-Ping

Wang, Chung-Ping Wang, Chung-Ping Lien, Chi-Jui Lien, Chi-Jui
Lien, Chi-Jui Lien, Chi-Jui Chen, Fu-Mei Chen, Fu-Mei
Chen, Fu-Mei Chen, Fu-Mei
2,000,000 (inclusive) - 5,000,000 (exclusive) - - - -
5,000,000 (inclusive) - 10,000,000 (exclusive) - - - -
10,000,000 (inclusive) - 15,000,000 (exclusive) - - Lin, Mei-Hui Lin, Mei-Hui
15,000,000 (inclusive) - 30,000,000 (exclusive) - - - -
30,000,000 (inclusive) - 50,000,000 (exclusive) - - Wu, Tsung-Hsien Wu, Tsung-Hsien
50,000,000 (inclusive) - 100,000,000 (exclusive) - - - -
100,000,000 or more - - - -
Total 9 9 9 9
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3.2

Remuneration of Supervisors :

Unit: NT$ thousand

Remuneration Ratio of Total
. Bonus to Supervisors | Business execution [Remuneration (A+B+C)
Remuneration (A) B c to Net Income
— () — expenses ( )_ - — Remuneration from
Title Name Companies in Companies in Companies in Companies in| reinvested businesses
the the the the other than subsidiaries
The . The . The . The .
Compan consolidated Compan consolidated Compan consolidated Compan consolidated
pany financial pany financial P financial pany financial
statements statements statements statements
Supervisor  Huang, Mu-Chuan
Supervisor __[Chen, Chin-Han 1,085 1,085 2,002 2,092 120 120 0.55% 0.55% )
Supervisor LE LE investment ltd( Note 1)
Supervisor Rui Qi investment Itd( Note 2)

Note 1. Resignation on June 14, 2018
Note 2. Reelection newly on June 14, 2018

Range of Remuneration:

Range of Remuneration

Name of Supervisor

Total amount of the first three remunerations (A+B+C)

The Company

Companies in the consolidated financial statements D

Lower than 2,000,000

LE LE investment Itd
Huang, Mu-Chuan
Chen, Chin-Han
Rui Qi investment Itd

LE LE investment Itd
Huang, Mu-Chuan
Chen, Chin-Han
Rui Qi investment Itd

2,000,000 (inclusive) - 5,000,000 (exclusive)

5,000,000 (inclusive) - 10,000,000 (exclusive)

10,000,000 (inclusive) - 15,000,000 (exclusive)

15,000,000 (inclusive) - 30,000,000 (exclusive)

30,000,000 (inclusive) - 50,000,000 (exclusive)

50,000,000 (inclusive) - 100,000,000 (exclusive)

100,000,000 or more

Total
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3.3 Remuneration of the President and Vice President :
Unit: NT$ thousand

The sumof A, B, C
Retirement Bonus and special andDasa Remuner
Salary (A) - Employee remuneration (D) percentage of ation
pension (B) fees (C) after-tax net from
profit(%) reinveste
Title Name Cor_npani Cor_npani Cor_npani Compani_es in the Cor_npani b _d
es in the es in the esinthe | Company consolidated esin the US'?ﬁSrse
The |consolida| The |[consolida| The [consolida financial The consolida St?\ane
Compa | ted Compa | ted Compa | ted statements Company ted subsidiar
ny |financial | ny |financial | ny [financial financial .
ies
statement statement statement | Cash |Stock | Cash Stock statement
s S s s
General wu,
Manager Tsung-Hs
ien 6,138 6138| - - 13532 15588 3L13| - AR - 853% 88% -
Deputy Qiu,
GM |lJian-Ming

Range of Remuneration:
Name of General Manager and Deputy GM

Range of Remuneration The Company Companies in the consolidated
financial statements

2,000,000 (inclusive) - 5,000,000 (exclusive) - -

5,000,000 (inclusive) - 10,000,000 (exclusive) - -
10,000,000 (inclusive) - 15,000,000 (exclusive) Qiu, Jian-Ming Qiu, Jian-Ming
15,000,000 (inclusive) - 30,000,000 (exclusive) - -
30,000,000 (inclusive) - 50,000,000 (exclusive) Wu, Tsung-Hsien Wu, Tsung-Hsien
50,000,000 (inclusive) - 100,000,000 (exclusive) } )
100,000,000 or more B -
Total 2 2




3.4 Managers with Employee Remuneration Distribution :
Unit: NT$ thousand

Ratio of
Total
Title Name g(t)onﬂé BS) ar?:S Total | Amount to
Net Income
(%)

General Manager  |Wu, Tsung-Hsien
Deputy GM Qiu, Jian-Ming
Associate, Lin, Mei-Hui

Mana |Management

geme Division

nt |Manager, Financial |Chang, Chiao-Ni

team |Division
Manager, Operating|Chen, Zi-Ning - 41,461 41,461 6.96%
Division (Note 2)
Deputy Manager, .
Auit Division |2 Yun-Qian
Director, IT You, Shun-Yuan
Division
Deputy Manager, |Yu, Chu-Yu
Public Relationship

Note 1: The amount distributed was the amount of the proposed distribution approved by the Board of Directors.
Note 2: The staff resigned in March 2019

3.5 Comparison and explanation of the analysis of the ratio of total remuneration (paid to the
Directors, Supervisors, General Manager and Deputy General Managers of the Company by
the Company and all the companies in the consolidated statements in the last two years) to net
profit after tax and the correlation among the remuneration payment policy, standards and
combinations, the procedures for setting the remuneration, the business performance and future
risks :

(1) Analysis of the ratio of total remuneration paid by the Company and Companies in the
consolidated financial report to its Directors, Supervisors, General Manager and Deputy
General Managers in the last two years to net profit after tax on parent company only or
consolidated financial reports is as follows :
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Unit: NT$ thousand

2017 2018
Total Ratio to Net Total Ratio to Net Profit
Remuneration Profit after Tax Remuneration after Tax
Companie Companie Companie Companies
Title sinthe sin the sinthe in the
The consolidat The consolidat The consolidat The consolidate
Company ed Company ed Company ed Company d
financial financial financial financial
statements statements statements statements
Director 7,585 7585 1.20% | 1.20% 7,681 7,681 1.29% | 1.29%
Supervisor 3,075 3,075 0.48% | 0.48% 3,297 3,297 | 0.55% | 0.55%
General
Manager and 51,565 | 51,565 | 8.13% | 8.13% | 50,803 | 52,859 | 8.53% | 8.88%
Deputy GM

(2)The policies, standards, and portfolios for the payment of remuneration, the procedures for
determining remuneration, and the correlation with business performance :

(A) Directors and Supervisors: According to the Articles of Incorporation of the Company,
the remuneration of directors and supervisor shall not be more than 3% of the
distributed earnings.

(B) General Manager and Deputy General Manager (Level): The remuneration of General
Manager and Deputy General Manager (Level) is salary and cash remuneration for
employees, which is determined according to their positions, responsibilities and
contributions to the Company, and taking into account the level of their peers.

(C) The remuneration of directors, supervisors and managers shall be regularly assessed
and set by the Compensation committee of the Company and submitted to the Board
of Directors for approval.

(D) Future risk: In order to prevent risks, the Company has insured directors, supervisors
and managers liability insurance.

4.  Implementation of Corporate Governance :
4.1 Board of Directors :
Atotal of 8 (A, 3 times in the 4™; 5 times in the 5™) meetings of the Board of Directors were
held in the previous period. The attendance of director and supervisor were as follows
Actual no. of mee't\:r?. gfvvith Actual
Title Name meetings en trL?ste q attendance rate Remarks
attended (B) attendance (%) [B/A]
. . . Re-elected on
Chairman Liao, Shih-Fang 8 0 100.0% June 14, 2018
. . Re-elected on
Director Wau, Tsung-Hsien 8 0 100.0% June 14, 2018
. . S Re-elected on
Director Lin, Mei-Hui 8 0 100.0% June 14, 2018
. . Resignation on
Director Lin, Hung-Chun 3 0 100.0% June 14, 2018
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. . Resignation on
- 0,
Director Chen, I-Chi 3 100.0% June 14, 2018
. . Reelection newly on
0,
Director Cheng Yu investment Itd 5 100.0% June 14, 2018
. . Reelection newly on
- 0
Director Wang, Chung-Ping 5 100.0% June 14, 2018
Independent . o 0 Re-elected on
Director | €M Chi-ui 8 100.0% June 14, 2018
Independent . 0 Re-elected on
Director | CNeM Fu-Mei 8 100.0% June 14, 2018
LE LE investment Resianation on
Supervisor ItdRepresentative:Chien, 3 100.0% g
Hung-Chang June 14, 2018
. Re-elected on
- 0,
Supervisor Huang, Mu-Chuan 8 100.0% June 14, 2018
. . Re-elected on
- 0,
Supervisor Chen, Chin-Han 8 100.0% June 14, 2018
. S Reelection newly on
0,
Supervisor Rui Qi investment Itd 5 100.0% June 14, 2018

Other matters to be recorded:
1. The Company does not have any of the items listed in Article 14-3 of the Securities and Exchange Act or other
matters that have been rejected or reserved by independent directors and have been discussed by the Board of
Directors with a record or written statement.
2. Execution of directors' avoidance of interest proposals: Directors shall evade participation in discussions and voting
on their remuneration related proposals.
3. The goals for strengthening the board's functions in the current and the previous year (e.g., establishment of an
audit committee, promotion of information transparency, etc.) and assessment of the implementation:
(1) Implement corporate governance and improve information transparency: The Board of Directors operates
in accordance with the meeting procedures of the Board of Directors and convened the Board meeting of
the Company in accordance with these procedures. The implementation is good.
(2)  The Company has a dedicated person responsible for disclosure of monthly revenue and major information
and according to regulations post to MOPS.

4.2 Audit Committee or Attendance of Supervisors at Board Meetings :

(1) Audit Committee : The Company has not set up an audit committee.

(2) Attendance of Supervisors at Board Meetings :

A total of 8 (A, 3 times in the 4™; 5 times in the 5™) meetings of the Board of Directors
were held in the previous period. The attendance of supervisors was as follows:

Title

Name

Actual no. of
meetings attended (B)

Actual
rate (%) (B/A)

attendance

Remark

Supervisor

LE LE investment

Resignation on

T 0
ItdRepresentative:Chien, 3 100.0% June 14, 2018
Hung-Chang

Supervisor 0 Re-elected on
Huang, Mu-Chuan 8 100.0% June 14, 2018

Supervisor : 0 Re-elected on
Chen, Chin-Han 8 100.0% June 14, 2018

Supervisor Rui Qi investment Itd 5 100.0% Reelection newly on

June 14, 2018

Other matters to be recorded:
1. Composition and responsibilities of Supervisors:
(1) Communication between Supervisors and Company employees and shareholders (i.e., communication

channels, methods, etc.):The company has a person who can contact the supervisor at any time to establish
communication channels with the company's employees and shareholders.
(2) Communication between Supervisor and the Head of Internal Audit and the accountant (i.e., the items of
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2.

communication concerning the Company's financial and business conditions, the methods and the results):
There are direct connections between supervisors, internal auditors and accountants.
If Supervisors state their opinions in a board meeting, please indicate the date of the board meeting, the session
number, the contents of the motion, the results of the board resolution and the Company’s handling of the
Supervisors’ opinions: The Company did not encounter this situation.

4.3 Corporate Governance Implementation Status and Deviations from “the Corporate Governance
Best-Practice Principles for TWSE/TPEx Listed Companies™ :

Implementation Status (Note 1)

Deviations from

“the Corporate
Governance Best
Practice
Evaluation Item ] Principles for
Yes| No Abstract Illustration TWSE/TPEX
Listed
Companies” and
Reasons
1. Does the company follow the|v’ The Company has established the|No major
Corporate Governance Best Corporate  Governance  Best|difference
Practice Principles for Practice Principles in accordance
TWSE/GTSM Listed Companies, with the Corporate Governance
and has the company established Best Practice Principles for
and disclosed its own Corporate TWSE/GTSM Listed Companies.
Governance Best Practice It’s disclosed on the company's
Principles? official website and Market
Observation Post System.
2. The company's shareholding No major
structure and shareholders' equity difference

(1) Has the company set up internal

)

3)

operating procedures to handle
shareholder proposals, doubts,
disputes and litigation matters
and followed the procedures?

Does the company have a list of
its major shareholders and the
ultimate controllers of the major
shareholders?

Has the company established and
implemented risk management
and firewall mechanisms with its
affiliates?

(1) The company has set up a
dedicated office to handle
shareholder proposals,
doubts, disputes and matters,
and set up Shareholder
Services and contacts on the
company's official website.

The company regularly
updates the shareholders'
roster with the stock agency;,
and obtains the list of the
main shareholders and their

2

final controllers who
actually control the
company.

(3) The company has

established relevant systems
in the internal control system
in accordance with the law,
and has effectively
controlled the risks between
the company’s affiliates.
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Implementation Status (Note 1)

Deviations from
“the Corporate
Governance Best

Practice
Evaluation Item ) Principles for
Yes| No Abstract Illustration TWSE/TPEX
Listed
Companies” and
Reasons
(4) Has the company set up an|V (4) The company has
internal standard to prohibit the formulated relevant
insiders’ use  of  private regulations to  prevent
information to trade securities? insider trading in order to
protect the equity of
investors and the company,
and  disclosed  relevant
measures on the company's
official website.
3. The composition and duties of the No major
board of directors difference
(1) Has the board of directors|V (1) The board members of the
formulated a diversified company are professionals
approach  based on  the from the academic and
composition of its members and industry, and their
implemented it? qualifications and election
procedures are in accordance
with the relevant provisions.
(2) Has the company set up other|V (2) In  addition to the
types of functional committees Compensation committee
voluntarily in addition to the established in accordance
Compensation committee and the with the regulations, the
audit committee according to company established
law? M&A committee in 2016.
(3) Has the company set up a|v (3) The board of directors
performance appraisal method shall act in accordance
and an assessment method for with the relevant
the board of directors, and provisions and conduct
conducted performance appraisal performance appraisal as
on a regular basis every year? necessary in the future.
(4) Does the company regularly|v 4) The company's certifying

evaluate the independence of its
certifying accountants?

accountants have shunned
their commitments and
those who have direct or
indirect interests in
themselves, and the
company continuously
and regularly evaluates
the independence of its
certifying accountants.
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Implementation Status (Note 1)

Deviations from
“the Corporate
Governance Best

Practice
Evaluation Item ) Principles for
Yes| No Abstract Illustration TWSE/TPEX
Listed
Companies” and
Reasons

4, Has the TWSE/TPEx listed|v The Company has established the|No major
company set up a dedicated (or Corporate  Governance  Best|difference
concurrent) corporate governance Practice Principles and disclosed
unit or appointed personnel on the company's official website.
responsible for corporate The implementation of corporate
governance related matters governance related affairs has
(including but not limited to been well so far.
providing the directors and
supervisors with required
information to carry out their
business,  handling  corporate
registration and change of
corporate  registration  related
matters and taking the minutes of
board meetings and shareholders'
meetings)?

5. Has the company established a|v’ The company has set up an|No major
communication  channel  with interested party page on its|difference
interested parties (including but not website to provide contact
limited to shareholders, employees, information for spokespersons
customers and suppliers), set up an and interested parties, and

interested party page on the
company's website, and responded
appropriately to interested parties
concerning important corporate
social responsibility issues?

maintain smooth communication

channels  with  shareholders,
employees, customers and
suppliers. The concerns and

responses of interested parties:
A. Shareholders/Investors: Focus

on the issues of company's
operating performance, financial
business status, and market
image. To communicate with
investors through annual
shareholder meetings and
irregular company's corporate
briefing. There is also a

spokesperson system to answer
investors' questions in order to

provide investors with highly
transparent  financial  business
information.

B. Employees: Focus on issues
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Evaluation ltem

Implementation Status (Note 1)

Yes

No Abstract llustration

Deviations from
“the Corporate
Governance Best
Practice
Principles for
TWSE/TPEXx
Listed
Companies” and
Reasons

such as employee welfare,
education and training. T
communicate and respond to
employee needs through internal
websites, internal communication
software, face-to-face, telephone
and employee opinion boxes.

C. Customers: Focus on the
issues of website operation. To
provide contact information for
members of various platforms on
the company's official website
and respond to  customer
questions  through  customer
service line and mailbox.

D. Suppliers: Focus on the issues
of equipment maintenance. To
provide contact information for
members of various platforms on
the company's official website
and communicate with suppliers
through meetings,
teleconferences, telephone and
mails.

6. Does the company appoint a
professional stock agency to
handle  shareholders’ meeting
related affairs?

The Company has appointed
Capital Securities Corp. as the
stock agency to  handle
shareholders’ meeting related
affairs.

No major
difference

7. Information disclosure

(1) Has the company set up a
website to disclose financial and
corporate governance
information?

(1) The company has set up an

official website, which is
maintained by a dedicated
person and regularly
discloses relevant
information.

No major
difference
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Implementation Status (Note 1)

Deviations from
“the Corporate
Governance Best

policies, the Company’s purchase
of liability insurance for directors
and supervisors, etc.)?

and the implementation is in good
condition. All new or revised
measures related to labor
relations are finalized after full
agreement and communication
between the two sides in order to
achieve a win-win situation.
B.Investor relations: The
company has designated
responsible  units to collect
relevant information and
disclosure of the company, and
has spokespersons, acting
spokespersons and the company's
stock agency to  provide
shareholders, investors to consult
the company on related issues.

Practice
Evaluation Item ) Principles for
Yes| No Abstract Illustration TWSE/TPEX
Listed
Companies” and
Reasons
(2) Does the company adopt other|¥’ (2) The company has a
information disclosure methods dedicated person responsible
(such as setting up an English for the collection and
website, appointing a dedicated disclosure  of  company
person responsible for the information, such setting up
collection and disclosure of Chinese and English
company information, investor services on the
implementing the spokesman company's official website,
system, and  posting the and implementing  the
company's corporate briefing spokesman  system and
process on the website, etc.)? acting spokesperson system
in accordance with the
regulations.

8. Does the Company have any other|¥’ A.Employee equity and employee No major
important information (including care: Set up the Employee difference
but not limited to employees' Welfare Committee to handle all
rights, employee care, investor welfare matters through the
relations, supplier relationship, committee elected by employees
equity of interested parties, and pensions are also allocated in
training  for  directors  and accordance with the Labor
supervisors, implementation of risk Pension Act. All the relevant
management policies and risk regulations and measures of the
measurement standards, company are in conformity with
implementation  of  customer the relevant laws and regulations,
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Evaluation ltem

Implementation Status (Note 1)

Yes

No

Abstract Illustration

Deviations from
“the Corporate
Governance Best
Practice
Principles for
TWSE/TPEXx
Listed
Companies” and
Reasons

C.Supplier  relationship: In
addition to maintain procurement
quality, the company's supplier
management  operations  also
establish long-term close
relationship, collaboration,
mutual trust and mutual benefit,
common pursuit of sustainable
win-win growth with suppliers.
D.Equity of interested parties:
The company maintains smooth
communication channels with
banks, employees, customers and
suppliers, respecting and
safeguarding  their  legitimate
equity. There is also a
spokesperson system to answer
investors' questions in order to
provide investors with highly
transparent  financial  business
information.

E.Training for the directors and
supervisors: All directors of the
company are required to attend
refresher courses and corporate
governance related courses, and
the company will irregularly
arrange  appropriate  refresher
courses for directors.
F.Implementation of risk
management policies and risk
measurement  standards:  The
company formulates rules and
regulations according to law,
carries out risk assessment and
implements internal  auditing
operations.

G.Implementation of customer
policy:  The company is
committed to provide customers
with all-round services and
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Implementation Status (Note 1) Deviations from
“the Corporate

Governance Best
Practice
Evaluation Item ) Principles for
Yes| No Abstract Hlustration TWSE/TPEX
Listed
Companies” and
Reasons

safeguards. In the face of
complaints from customers, we
communicate fully with
customers and understand their
needs in order to promote the
interaction between the company
and customers. We irregularly
review and improve within
company's internal meetings.

H.Purchase of liability insurance
for directors and supervisors: The
company has insured the directors
and supervisors with liability
insurance to strengthen the
protection of shareholders' equity.
I.Operation of the Board of
Directors: The company's
directors and supervisors attend a
high rate, has indeed supervised
the operation of corporate
governance. The directors of the
company adhere to the principle
of high self-discipline. If they are
involved in doubts that the issues
listed by the board of directors
may harm the interests of the
company, they shall not vote.

9. Please state the improvements made to the items in the corporate governance evaluation results
issued by the Corporate Governance Center of the Taiwan Stock Exchange Co., Ltd., and indicate
the enhancement and improvement measures for the items not yet improved
The company has completed the self-evaluation of corporate governance evaluation in 2017, and
reviewed and improved according to the evaluation results, and achieved a balance between the
company's operations, and continued to promote in order to meet the relevant provisions.

4.4 omposition, Responsibilities and Operations of the Remuneration Committee :

(1)Professional Qualifications and Independence Analysis of Remuneration Committee
Members :
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Meet One of the Following
Criteria| Professional Qualification
Requirements, Together with I
q g Independence Criteria
at Least Five Years Work No. of
. other
Experience listed
Independence C(r)1rir;§a
Business, |Judge, Busine workin
Identit Legal  [Prosecutor, [ss, gas Rema
y Affairs, |Attorney, |Legal Compe rks
Finance, |CPA or| Affairs, nsation
Accounti Natlpr_lal Financ commit
ng, Certified |e, tee
Lecturer |ProfessionalAccoun membe
or above|ls ting or 1 2 3 4 5 6 ! 8 r for
in Related
Colleges Work
in Experie
Name Related nce
departme
nts
Independ Li
ent en, 1 v vilviliviivivivi]iv]|v]|v] 1 }
. Chi-Jui
Director
Independ
ent | Chen | viilviliviviviviv]iv]v] o ]
. Fu-Mei
Director
Lu,
Others  |Fang-Jun v 4 v v v v v 4 4 4 1 -
g

Note 1: Please fill in director, independent director or others as the identity.
Note 2: If the member meets any of the following conditions during the two years before the position and during the term of office,
please tick in the spaces below the conditions.

@)
@
©)
(4)
®)
(6)
™

®)

Is not an employee of the Company or its affiliate.

Is not a director or supervisor of the Company or its affiliates (except in the case of an independent director of the
Company or the its parent company or subsidiary who directly or indirectly holds more than 50% of the total issued shares
of the subsidiary).

Is not a top ten shareholder or a shareholder who holds more than one percent of the total issued shares of the Company by
him/herself or through his/her spouse, minor children or other persons.

Is not a spouse or 2nd-degree relative or above or 3rd-degree linear relative of the persons listed in the preceding three
paragraphs.

Is not a director, supervisor or employee of a corporate shareholder who directly holds more than 5% of the total issued
shares of the Company, or a director, supervisor or employee of a top-five corporate shareholder.

Is not a director, supervisor or manager of a particular company or organization that is related with the Company either
financially or on business, or a shareholder with more than 5% of the shares of the Company.

Is not a professional or a business owner, partner, director, supervisor, manager or a spouse of any of the persons above of
a sole proprietorship, partnership, corporation or institution which provides the Company or its affiliates with business,
legal, financial, accounting, consulting or other services.

Does not have any of the circumstances in Article 30 of the Company Act.

Note 3: If the identity is director, please indicate whether they meet the requirements of Article 6, paragraph 5 of the Regu lations on
the “Regulations Governing the Appointment and Exercise of Powers by the Compensation committee of a Company Whose
Stock is Listed on the Stock Exchange or Traded Over the Counter”.

(2)Attendance of Members at Remuneration Committee Meetings :

(A) The Company’s Compensation committee is composed of three people.
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(B) Current member’s tenure: From June 14, 2018 to June 14, 2021. The Compensation
committee held three meetings (A) in the past year, and the member qualifications and
attendance are as follows :

Title Name

Actual no. of meetings
attended (B)

No. of meetings
with entrusted
attendance

Actual attendance
rate (%) (B/A)(Note)

Remarks

Convener

Lien,
Chi-Jui

- 100%

Chen,

Member Fu-Mei

- 100%

Lu,

Member Fang-Jung

- 100%

1.

Other matters to be recorded:

If the board of directors did not adopt or amend the suggestion of the Compensation committee, please indicate the
date and session number of the board meeting, the contents of the motion, the result of the resolution and the
company’s handling of the suggestion of the Compensation committee (if the remuneration passed by the board is
better than the suggestion of the Compensation committee, please state the difference and the reasons): None.

If any member had objections or reservations about the resolution of the Compensation committee and there is a
record or a written statement, please indicate the date and session number of the Compensation committee meeting,
the contents of the motion, all the opinions of the members and how the opinions were handled: None.

4.5 Corporate Social Responsibility :

Evaluation ltem

Implementation Status (Note 1)

Ye

No

Abstract Explanation (Note 2)

Differences with
Corporate
Governance Best
Practice Principles
for TWSE/TPEX
Listed Companies
and reasons

1.

Implementation of Corporate

Governance

1)

)

©)

Has the company set up a
corporate social responsibility
policy or system and a review
of the implementation
effectiveness?

Does the company regularly
conduct social responsibility
education and training?

Has the company set up a
dedicated  (or  concurrent)
corporate social responsibility
promotion unit  which is
authorized by the board of

2

3)

(1) The company has set up the

“Corporate Social
Responsibility Best Practice
Principles” to actively
practice  corporate  social
responsibility while
operating.

The  company  regularly
organizes  education and
training and  publicizes
relevant policies, so as to
enhance employees'

understanding and attention
to social responsibility.

The company has not set up a
dedicated (or concurrent) unit
or personnel, but the board of
directors and management are
deeply aware of its

No major difference
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Implementation Status (Note 1)

Differences with
Corporate
Governance Best

Evaluation Item \ge No| Abstract Explanation (Note 2) ng%%gg%gis
Listed Companies
and reasons
directors to be managed by the importance and strive to
high-level management and move towards the goal.
reports to the board of
directors?
(4) Has the company formulated a (4) The company has formulated
reasonable remuneration policy| v an effective internal control
and combined the staff cycle and has a complete
performance appraisal system system for employee
with the corporate social performance appraisal or
responsibility policy, and set up remuneration adjustment. In
a clear and effective reward and addition, the  company
punishment system? regularly educates employees
about the importance of
corporate social
responsibility, and properly
combines remuneration and
corporate social responsibility
policies.
2. Development of Sustainable No major difference
Environment
(1) Is the company committed to| v/ (1) The company has
improving the efficiency in the implemented waste
use of resources, and the use of classification in order to
recycled materials with low enhance the effective reuse of
environmental impact? various resources.
(2) Has the company established an| v (2) The company has formulated
appropriate environmental appropriate system according
management system according to the characteristics of the
to its industrial characteristics? industry, and complied with
various environmental
protection related laws and
regulations, no  violation
occurred.
(3) Is the company aware of the| , (3) The company  regularly

impact of climate change on its
operations, and has it
implemented greenhouse gas
checking and developed a
strategy for reduction of energy
consumption and carbon
emission as well as greenhouse
gas reduction?

publicizes the living habits of
saving water and electricity,
and cooperates with
government  policies  to
reduce the impact on the
environment.
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Evaluation ltem

Implementation Status (Note 1)

Ye

Differences with
Corporate
Governance Best
Practice Principles

s No| Abstract Explanation (Note 2) for TWSE/TPEX
Listed Companies
and reasons
3. Social welfare No major difference
(1) Has the company formulated| v/ (1) The company has formulated
relevant management policies relevant management policies
and procedures in accordance and procedures in accordance
with  relevant  laws and with the laws and regulations
regulations and international to ensure compliance with the
human rights conventions? principles of labor rights and
to protect the legitimate
equity of employees.
(2) Has the company set up an| v (2) The company has set up
employee complaint mechanism employee opinion mailboxes,
and channel, and properly provides channels for
handles employee complaints? employee complaints, and
handles employee complaints
in accordance with relevant
regulations, in order to
protect employee equity.
(3) Does the company provide a| v (3) The company provide a safe
safe and healthy working and healthy working

environment for employees and
regularly carry out safety and
health education for
employees?

environment for employees:

A. The office is equipped
with adequate lighting, clear
emergency escape routes and
exits, fixed-point emergency
Kits and Automated External
Defibrillators. The building

maintains elevator
equipment, firefighting
facilities and disinfection
working environment, and
conducts firefighting
maintenance drills and CPR
training every year. The

entrance guard management
measures adopt the double
guarantee of face recognition

and security systems to
maintain the safety of all
employees' working

environment.

B. To provide annual physical
examination for employees to
ensure their physical and
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Evaluation ltem

Implementation Status (Note 1)

Ye

Differences with
Corporate
Governance Best
Practice Principles

s No| Abstract Explanation (Note 2) for TWSE/TPEX
Listed Companies
and reasons
mental health. And set up a
breastfeeding room to
provide mothers with all
kinds of intimate equipment
and space needed for
breastfeeding.

(4) Has the Company established a| v/ (4) The company has set up a
mechanism for regular bulletin board and staff
employee communication and opinion mailbox, and
keep them informed in a regularly labor meetings and
reasonable manner of the welfare committee and other
changes in the operation which communication channels to
may have a significant impact ensure  the equity of
on the employees? employees and  smooth

communications.

(5) Has the company developed an| v (5) The company regularly
effective training program for conducts  education  and
employees? training to provide employees

with  career  development
capabilities. For supervisors,
middle and hive-level
supervisors'  courses  are
planned annually to train
decision-making and
judgment  ability  through
professional training. -

(6) Has the company formulated| v/ (6) The company has established
relevant policies and complaint policies for protecting
procedures for the protection of consumer rights in each
consumers' rights in respect of process, and provides
R&D, procurement, production, communication channels such
operations and service as customer service
processes? mailboxes and lines on the

website, and is handled by
dedicated customer service
personnel. Consumers shall
protect their equity through
the appeal procedure.

(7) Does the company comply with| (7) The marketing and labeling

relevant laws and regulations
and international standards for
the marketing and labeling of
products and services?

of the services or products
provided by our company are
in accordance with relevant
regulations and international
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Implementation Status (Note 1) Differences with
Corporate
Governance Best
Evaluation Item \ge No| Abstract Explanation (Note 2) ng%%gg%gis
Listed Companies
and reasons
standards.
(8) Does the company check| ¥ (8) The company has a review
whether a supplier has any standard and service
record of environmental and evaluation  procedure for
social impact before doing any suppliers, and a complete
business with the supplier? evaluation procedure has
been  established  before
transactions to ensure that the
products or services provided
by suppliers can meet the
requirements of the company
and government regulations.
(9) Does the contract between the| .~ (9) The contract between the
company and its principal company and suppliers does
supplier contain the condition not contain any cases of
that the contract may be violation of relevant policies
terminated at any time if the so far. When the contract is
supplier is involved in a policy renewed with the main
that violates its corporate social suppliers, relevant provisions
responsibility and has a will be added in time,
significant impact on the expecting to fulfill corporate
environment and society? social responsibility.
4.Strengthening information No major difference
disclosure
(1) Does the company disclose| (1) The company  discloses
relevant and reliable information on the
information on corporate social performance of social
responsibility on its website and responsibility in annual report
MOPS? and prospectus.

5. If the company has its own corporate social responsibility code in accordance with the Corporate
Governance Best Practice Principles for TWSE/TPEx Listed Companies, please describe the
difference between its operation and the prescribed code: No major difference.

6. Other important information to help understand the operation of corporate social responsibility:

(1) Environmental protection: The company manages environmental protection in accordance
with the law.

(2) Community participation, social contribution, services and welfare: In the event of major
natural disasters at home and abroad, the company actively responds to the government's
disaster relief, and calls on employees to jointly respond and organize corporate donation
activities.

(3) Consumer equity: The company's operating websites have customer service lines to deal
with customer complaints.

(4) Human rights: The employees of the company, regardless of gender, religion or partisanship,
are equal in employment opportunities. The company also provides a good working
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Implementation Status (Note 1)

Evaluation ltem Ye

No

Abstract Explanation (Note 2)

Differences with

Governance Best
Practice Principles
for TWSE/TPEX
Listed Companies

Corporate

and reasons

environment to ensure that employees are free from discrimination and harassment.
Safety and health: The company's safety and health matters are in line with government

(5)
laws and regulations.

(6) Other social responsibilities:

A.The company has created many high-quality employment opportunities, and has set up
welfare committees, implemented the pension system, handled various staff training

courses, and attached great importance

B.The company promotes energy conservation, carbon reduction and resource reuse.

to harmonious labor relations.

7. Please state if the company's corporate social responsibility report passes the relevant verification

agencies’ verification criteria: None

4.6 Ethical Corporate Management :

Implementation Status (Note 1)

Evaluation ltem Ye

No

Abstract Illustration

Differences with
Corporate
Governance Best
Practice Principles
for TWSE/TPEX
Listed Companies
and reasons

1. Setting business integrity

(1) Does the company express its
commitment to the policies and
practices of integrity management
in its regulations and in the
external documents, and do the
board of directors and the
management actively implement
the business policies?

(2) Has the company set up a program
for the prevention of dishonesty as
well as the procedures, conduct
guidelines and a disciplinary and
appeals system in  various

programs and implemented them?

(1) The company has established
Ethical Corporate
Management Best Practice
Principles, and the board of
directors and management
team are deeply aware of its
importance to establish a
good business operation and
integrity corporate culture
standards, and strive to move
toward the goal.

(2) The company has clearly
standardized the
precautionary  plan  and

handling procedures in the
Ethical Corporate
Management Best Practice
Principles and Procedures for
Ethical Management and
Guidelines for Conduct. The
company also learns and
promotes through external

No major
difference
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Evaluation ltem

Implementation Status (Note 1)

Ye

Differences with
Corporate
Governance Best
Practice Principles

s No Abstract Illustration for TWSE/TPEx
Listed Companies
and reasons
training "Exploratory
Education Course" of
enterprises every year.
(3) Has the Company adopted| v (3) The company has established

precautionary measures in respect
of business activities with a high
risk of dishonesty in Article 7 (2)
of the Corporate Governance Best
Practice Principles for
TWSE/TPEX Listed Companies?

an effective and rigorous
accounting and internal
control systems, coupled with
the Ethical Corporate
Management Best Practice
Principles and Procedures for
Ethical Management and
Guidelines  for  Conduct,
should be able to effectively
prevent the risk of dishonest
conduct of business activities.

2.

Implementation  of integrity

management

1)

)

©)

Does the company assess the
integrity record of its business
partner, and stipulate the terms of
conduct on integrity in the contract
with the business partner?

Has the company set up a
dedicated (or concurrent)
corporate integrity promotion unit
under the board of directors which
regularly reports to the board on its
work?

Has the company formulated
policies to prevent conflicts of
interest, provided appropriate

1)

2

3)

The company's Procedures
for Ethical Management and

Guidelines  for  Conduct
standardizes when signing
contracts with others, should
fully  understand  other's
integrity management status.
In the future, we will
incorporate integrity

management into the terms of
the contract or specify the
integrity matters.

The company designates the
Administrative as the
responsible unit to handle the
revision, implementation,
interpretation, consulting
services and  notification
contents regulations filing,
and the Internal Auditing
shall report regularly to the
board of directors.

The  company's  Ethical
Corporate Management Best
Practice  Principles  and

No major
difference
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Evaluation ltem

Implementation Status (Note 1)

Ye

Differences with
Corporate
Governance Best
Practice Principles

s No Abstract Hlustration for TWSE/TPEx
Listed Companies
and reasons
channels for statements and Procedures for Ethical

implemented them?

Management and Guidelines
for Conduct clearly require
directors who have an interest
in the issues listed by the
board of directors to state
their opinions and answer
questions, and to avoid
discussing and voting on
them.  When a  staff
encounters a conflict of
interest in carrying out his
business, he shall report it to
his immediate supervisor.

(4) Has the Company established an| . (4) The company has established
effective accounting system and an  effective  accounting
internal control system for the system and internal control
implementation of integrity system, and the internal
management, which is checked by auditing unit carry out
the internal auditing unit on a various auditing operations
regular basis or audited by external according to the audit plan.
auditors?

(5) Does the company hold regular| (5) The company regularly
internal and external training on organizes education training
business integrity? and publicity, in order to

enhance staff's understanding
and attention to integrity
management.

3. Operation of the Company No major

Reporting System difference

(1) Has the company set up specific| v’ (1) The company has provided
reporting and reward systems and complaint  mailboxes and
a convenient reporting channel, lines on its website and
and does the company assign internal website for internal
appropriate personnel to and external personnel to use.
investigate the person being The specific reporting and
reported? reward systems have also

been set in the Procedures for
Ethical Management and
Guidelines for Conduct.

(2) Has the company set up standard| ¥ (2) In the relevant provisions, the

investigation procedures and a company has formulated
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Evaluation ltem

Implementation Status (Note 1)

Ye

No

Abstract Illustration

Differences with
Corporate
Governance Best
Practice Principles
for TWSE/TPEX
Listed Companies
and reasons

related confidentiality mechanism
for the matter being reported?

standard operating procedures
and relevant confidentiality
mechanisms for accepting
complaints.

(3) Does the company take measures| (3) In the relevant provisions, the
to protect the reporter from company has promised that
improper treatment? the reporter will not be
improperly treated, and the
specialized unit will handle
the matter in accordance with
the relevant provisions.
4. Strengthening of Information No major
Disclosure difference
(1) Does the company disclose the| (1) The company has set up an

contents of its Ethical Corporate
Management Best Practice
Principles and the effectiveness on
its website and MOPS?

enterprise website, which is

maintained by dedicated
personnel and  regularly
discloses relevant
information.

5. If the Company has its own Corporate Governance Best Practice Principles in accordance with the
"Corporate Governance Best Practice Principles for TWSE/GTSM Listed Companies”, please describe
the difference between them: No major difference.

6. Other important information that will help to understand the operation of the company's integrity:
The company will always pay attention the development of the relevant practices of the integrity
management and review the improvement of the company's Ethical Corporate Management Best
Practice Principles and Procedures for Ethical Management and Guidelines for Conduct to
enhance the effectiveness of integrity management.

4.7 Corporate Governance Guidelines and Regulations : .

The Company has its Corporate Governance Best Practice Principles which can be checked on

MOPS or the Company's website by investors.

4.8

Other Important Information Regarding Corporate Governance:

Please refer to MOPS: http://mops.twse.com.tw (corporate governance)

Or refer to the company’s website: https://www.adden.com.tw

4.9 Internal Control Systems :

Please refer to page 30 of the Chinese annual report.
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4.10 Major Resolutions of Shareholders’ Meeting and Board Meetings :

(1)Important resolutions of the shareholders’ meeting in 2018 and as of the date of publication
of the annual report :

Date Resolution content Status of implementation
1.The Company's 2017 business report It has been handled in accordance with the
and financial statements resolution.
It has been handled in accordance with the
resolution. Proposed July 15, 2018 as the
2.The Company's 2017 profit distribution [record date, and August 10, 2018 as the
payment date (cash dividend of NT$$12.0
per share).
It has been handled in accordance with the
resolution. Proposed July 15, 2018 as the
3.Capital reserve cash dividend record date, and August 10, 2018 as the
payment date (cash dividend of NT$$3.5
per share).
The list of candidates is as follows:
June 14, Title Account (Name)
2018 Director Liao, Shih-Fang
Sr,lareho!ders Director Wu, Tsung-Hsien
Meeting Director Lin, Mei-Hui
Director Cheng Yu investment Itd
4.Re-election of Directors and Supervisors Director Wang, Chung-Ping
Independent . A
. Lien, Chi-Jui
Director
Inde_pendent Chen, Fu-Mei
Director
Supervisor Huang, Mu-Chuan
Supervisor Chen, Chin-Han
Supervisor Rui Qi investment Itd

5.Removal of restrictions on competition
of new directors and their
representatives

It has been handled in accordance with the
resolution.

(2)Important resolutions of the board meetings in 2018 and as of the date of publication of the
annual report :

Date Resolution content summary
1. Reviewed the 2017 remuneration distribution to employees, directors and
SUpervisors.
2. The 2017 business report and financial statements.
M;(;.lé& 3. The 2017 profit distribution proposal.

4. The capital reserve cash dividend proposal.

5. Re-election of Directors and Supervisors proposal.

6. Acceptance of shareholder proposals and nomination of independent director

candidates.
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Date

Resolution content summary

7. Removal of restrictions on competition of new directors and their representatives.

8. Appointed KPMG for the 2018 financial statements auditing and certification and
business income tax auditing and certification service and professional charge.

9. Proposed revision of the Company's " Compensation committee Charter".

10. The Company’s 2017 “Evaluation of Overall Efficacy of Internal Control Systems”
and “Internal Control System Statements”.

11. Recognition for the Company making distinct classification of industries when it
went TEPx-listed.

12. Reviewed the plan of performance bonus payment for subsidiary managers in 2017.

13. Convening of Shareholders' Meeting in 2018.

1. Proposed revision of the Company's "Internal Control System".

Apr. 26, 2. Proposed revision of the Company's "Internal Audit Implementation Rule".
2018 3. Reviewed the Company’s list of candidates for Independent Directors nominated by
the 2018 Shareholders’ meeting.
1. Reviewed the 2017 employee dividend distribution for directors and supervisors and
May 10, managers.
2018 - - . -
2. Reviewed annual appointments, promotions and salary adjustments of managers.
Ju2r81184, 1. Election of the Fifth Chairman of the Company.
Aug. 9 1. Capital increase of ADDcn Technology (HK).
2018 " |2. Reviewed the Group managers' participation in the capital increase of ADDcn
Technology (HK).
1. Appointed the members of the Compensation committee.
Sep. 6, |2, Acquired self-use property in Taichung.
2018 3. Reviewed the Company’s list of candidates for Independent Directors nominated by
the 2018 Shareholders’ meeting.
1. Proposed to revoke the retrieved New restricted employee shares.
2. Proposed revision of the Company's "Internal Control System".
Nov. 13, |[3. Proposed revision of the Company's "Internal Audit Implementation Rule™.
2018  |4. The Company's annual audit plan for 2019.
5. Applied to Cathay United Commercial Bank for an extension of the liabilities under
guarantees.
1. The company's annual business plan for 2019.
2. The year-end bonuses of the company's managers.
Dec. 20, - — -
2018 3. Reviewed subsidiary managers the amount of New restricted employee shares
Phantom Stocks Bonus in 2018.
4. The renewal of the liability insurance of the Company's directors and supervisors
1. Reviewed the 2018 remuneration distribution to employees, directors and
SUPErvisors.
Mar. 14, 2. The 2018 business report and financial statements.
2019  |3. The 2018 profit distribution proposal.

4. The capital reserve cash dividend proposal.

5. Change of CPA in financial statements of the Company
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Date Resolution content summary

6. Appointed KPMG for the 2019 financial statements auditing and certification and
business income tax auditing and certification service and professional charge.

7. The Company’s 2018 “Evaluation of Overall Efficacy of Internal Control Systems”
and “Internal Control System Statements”.

8. Proposed revision of the Company's "Procedures for Acquisition and Disposal of
Assets".

9. Proposed revision of the Company's "Articles of Incorporation”.

10. Proposed revision of the Company's“Operating Procedures for Loans to Others".

11. Proposed revision of the Company's "Endorsement Guarantee Procedures"”.

12. Proposed update of the Company's ""Standard Operating Procedures for Handling
Requests Made by Directors ".

13. Reviewed the plan of performance bonus payment for subsidiary managers in 2018.

14. Adopted matters related to the "Period of Public Announcing Acceptance of
Shareholder's Proposals" of the 2019 shareholders’ meeting.

15. Convening of Shareholders' Meeting in 2019.

4.11 If the directors or supervisors have different opinions about important resolutions adopted by
the board in the latest year and as of the date of publication of the annual report, and there are
records or written statements: None -

4.12 Summary of the resignation and dismissal of personnel relevant to the financial report as of the
date of publication of the annual report (including the chairman, general manager, chief
accountant, chief financial officer, internal audit manager, R&D director, etc.): None -

5. Audit Fee :

Unit: NT$ thousand

Non-audit fee

Accounting _ Audit
firm CPA name |Audit fee System| Business eriod

. . . HR | Others | Sub-total
design |registration

Remarks

Others are
applying for
changes to the

Yu, Sheng-Ho company's
industry
01/01/2018 category
KPMG 4,600 - - - 350 350 | accountants'
12/31/2018| opinions and
107 annual
Wu, Mei-Pin mergers and
individual
English financial
translations.

6. Replacement of CPA : None.

7.  The Employment of the Company’s Chairman, General Manager, Financial or Accounting
Manager with the Auditing CPA Firm or Its Affiliated Businesses in the ast Year: None.
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8. Changes in Shareholding of Directors, Supervisors, Managers and Major Shareholders :

Unit: share
2017 2018 as of April 22
.| Pledged |Shareholdi| Pledged
Title Name Sh?reholdlln shagrae ng shagr]e
?Dggrrgggg) Increase/ | Increase/ | Increase/
(Decrease) | (Decrease) | (Decrease)
Chairman Liao, Shih-Fang - - - -
Director and General - - -
Manager and R&D Wu, Tsung-Hsien 48,000
Supervisor
Director and As_s,qc!ate of Lin. Mei-Hui 12,000 - - -
Management Division
Director Cheng Yu investment Itd - - - -
Director Wang, Chung-Ping - - - -
Independent Director Lien, Chi-Jui - - - -
Independent Director Chen, Fu-Mei - - - -
Supervisor Rui Qi investment Itd - - - -
Director CHEN, I-CHI (None 1) (48,000) ) ) )
Supervisor Chen, Chin-Han ) ) ) )
Supervisor Huang, Mu-Chuan ) ) ) )
Long Ying investment Itd - - -
10% Shareholder (Representative: (1462,000)
Wang, Zhen-Yu) (None 2)
Deputy GM Qiu, Jian-Ming 20,000 ) ) )
M , Fi ial . : - - -
'ar?a'ger nancia Chang, Chiao-Ni 4,000
Division
Deputy Manager, Audit |\ <in-Qian 1800 ] ]
Division
Deputy M , Publi - - -
eputy Vianager, FUbTC v, chu-yu 1,200
Relationship

December, 2018

ote 1. Resignation on June 14, 2018
Note 2. The company has cancelled its shareholding in the shareholding ratio of more than 10% in
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9.  Relationship among the Top Ten Shareholders :

April 22, 2018: Unit: share

Name and relationship of top

own Shareholdings of | Shareholding in 10 shareholder who has the | Re
shareholding thg spouse and other people’s mtergasted-parf[y, a spouse or | mar
Name minor children names relative within the second [ ks
degree of Kinship
Share | Share Shareh Shareh | Share | Shareh
holdi | holdi olding olding | holdi | olding Name Relationship
ng ng % % ng %
Long Ying investment
Itd
Representative:Wang, 4,149 | 9.74% - - - - - - i
Zhen-Yu
Sheng Cheng . Responsible
Investment I.td_ . 3,888 | 9.13% - - - - !_lao, persgn of the| -
Representative:Liao, Shih-Fang .
shih-Fang corporation
Qian Yi investment Itd Liao Responsible
Representative:Liao, 3,850 | 9.04% - - - - Shih-Fén person of the| -
Shih-Fang g corporation
Spouse
Lin, Shu-Hui| Responsible
Sheng Cheng| person of the
Liao, Shih-Fang 3119 | 7.33% | 1,752 | 4.11% | 7,738 | 18.16% | investmentItd corporation | -
Qian Yi Responsible
investment | person of the
corporation
Mawer Global Small 2742 | 6.44% ) ] ] ) ) ) i
Cap Fund
Virtus KAR Emerging
Markets Small-Cap 2,349 | 5.52% - - - - - - -
Fund
Cheng Yu investment
Itd o 2,254 | 529%| _ | 1139 2,68% ] ] .
Representative:Lin,
Hung-Chun
Fidelity Series
International Small 1,656 | 3.89% - - - - - - -
Cap Fund
LE LE investment Itd
Representative:Chien, | 1,378 | 3.24% - - - - - - -
Hung-Chang
Lin, Shu-Hui 1354 | 3.18% | 3517 | 8.26% | - i Sh:-h'f"géng Spouse | -
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10. Ownership of Shares in Affiliated Enterprises :

December 31, 2018

Unit: thousand shares; %

Re-invested businesses

The Company’s investment

Investment by directors,
supervisors, managers or
directly or indirectly
controlled businesses

Total investment

Shareholdin Share?oldlng Shareholding Share?oldlng Shareholdi | Shareholdi
g % % ng ng %
ADDCN Technology (Samoa) 29,760 100% . . 29,760,  100%
addcn Technology (Shenzhen) ) 100% _ i i 100%
Co., Ltd
ADDcn Technology (HK) 6,500 70% 1,486 16% 7,986 86%
ADDcn Technology Co., Ltd 799 33.29% - - 799 33.29%
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V. Capital Overview

1.  Capital and Shares :

1.1 Source of Capital :
(1)Issued Shares :

Unit: thousand shares; NT$ thousand

Approved Paid-i -
: aid-in Capital Remarks
Par Capital
Date Value Capital
(NT$) . Increased by [Othe
Shares [Amount| Shares |Amount| Source of Capital Assets Other | rs
than Cash

Jan. 2007 | 10 1,500 15000 1,500 15,000 Establishment Capital None -

Sep. 2008 10 3,860| 38,600| 3,860| 38,600 capital increase None -

Nov. 2009 10 8,000| 80,000 8,000 80,000|capital increase None -

Sep. 2010 | 14 | 30,000|300,000| 14,840 148,400 |capital increase None -

jun. 2012 | 10 | 30,000|300,000| 17,576 175,760 |C2PIal reserve None i
transferred to increase

jul. 2012 | 10 | 50,000{500,000| 28,000|280,000 [FAMINGs ransferredto | i
increase

Jan. 2014 | 240 | 50,000500,000| 31,500|315,000|capital increase None -

Aug.2015 | 10 | 50,000|500,000| 40,950 | 409,500 Famings transferredto i
increase

Oct. 2016 | 10 | 50,000{500,000| 42,263 | 422,630 |C2Pital reserve Nore i
transferred to increase

Nov. 2016 | 10 | 50,000|500,000 42,583 | 425,830|NeW restricted Nore i
employee shares.
Retrieved New

Sep. 2017 | 10 | 50,000{500,000 42,581 |425,805 |restricted employee None -
shares.
Retrieved New

Dec. 2018 10 50,000 500,000 42,579 425,790 restricted emp|oyee None -
shares.

-45-



(2)Type of Stock :

Unit: share
Authorized Capital
Share Type Issued Shares Ug;;f::d Total Remark
CommonStock |  42,579,000| 7,421,000/ 50,000,000 ﬁs‘:teséf‘”d'”g shares are TPEX
1.2 Status of Shareholders :
April 22, 2019 Unit: person; share
Status i . Other Domestic Fo_reign
Governr_nent Fm_anc_lal Juridical Natural Institutions Total
Quantity Agencies | Institutions PErsons Persons a_nd
Foreigners
Number 0 4 26 1,226 102 1,358
Shareholding 0| 109,160 | 17,454,835 | 10,323,243 | 14,691,762 | 42,579,000
% 0.00% 0.26% 40.99% 24.25% 34.50% 100.00%
1.3 Shareholding Distribution Status :
April 22, 2019 Unit: person; share
Shareholding Tiers Shal:ISH;)?;ers Shareholding %
1 to 999 558 76,514 0.18%
1,000 to 5,000 614 1,086,971 2.55%
5,001 to 10,000 72 523,955 1.23%
10,001 to 15,000 20 253,947 0.60%
15,001 to 20,000 9 153,671 0.36%
20,001 to 30,000 16 398,215 0.94%
30,001 to 50,000 17 663,749 1.56%
50,001 to 100,000 14 987,628 2.32%
100,001 to 200,000 7 1,067,915 2.51%
200,001 to 400,000 13 4,531,863 10.64%
400,001 to 600,000 3 1,328,940 3.12%
600,001 to 800,000 638,435 1.50%
800,001 to 1,000,000 1 812,500 1.91%
1,000,001 or more 13 30,054,697 70.58%
Total 1,358 42,579,000 100.00%
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1.5

List of Major Shareholders :

April 22, 2019 Unit: share; %

Shares Shareholding %

Name

Long Ying investment ltd 4,149 9.749%
Sheng Cheng investment ltd 3,888 9.13%
Qian Yi investment Itd 3,850 9.04%
Liao, Shih-Fang 3,119 7.33%
Mawer Global Small Cap Fund 2,742 6.44%
Virtus KAR Emerging Markets Small-Cap Fund 2,349 5.52%
Cheng Yu investment ltd 2,254 5.29%
Fidelity Series International Small Cap Fund 1,656 3.89%
LE LE investment Itd 1,378 3.24%
Lin, Shu-Hui 1,354 3.18%

Market Price, Net Worth, Earnings, and Dividends per Share :

Unit: NT$ thousand; thousand shares

Year

Current year as of

Item 2017 2018 | March 31, 2019
Market price Highest 299.0 298.0 286.0
P Lowest 187.0 212.0 239.5
per share
Average 236.9 252.4 265.7
Net worth per|Before distribution 43.07 43.07 —
share After distribution 27.57 (Note 1) —
Weighted average number of 42,290 42.417 B
shares
Earnings per Ea.rnlngs per share (loss) - before $15.00 $14.04 -
share adjustment
Earnings per share (loss) - after B B B
adjustment
Cash dividend $15.5 (Note 1) —
Stock Dividend
from Retained - - -
.. Earnings
Dividend B h
ividend per |Bonus shares Stock Dividend
share .
from Capital - - -
Reserve
Accumulated undistributed B B B
dividends
Investment |Price / Earnings ratio (Note 2) 15.79 17.98 -
return Price / Dividend ratio (Note 3) 15.28 (Note 1) -
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1.6

1.7

1.8

Year o017
Item

2018

Current year as of
March 31, 2019

analysis Cash dividend yield rate (Note 4) 6.54%

(Note 1)

Note 1:The 2018 annual earnings distribution has yet to be approved by the shareholders’ meeting.

Note 2: Price / Earnings Ratio = Average Market Price / Earnings per Share

Note 3: Price / Dividend Ratio = Average Market Price / Cash Dividends per Share
Note 4: Cash Dividend Yield Rate = Cash Dividends per Share / Average Market Price

Dividend Policy and Implementation Status :
(1)Dividend Policy :

According to the Company’s Articles of Incorporation, if there are earnings in the
Company's annual accounts, after paying taxes and making up for the accumulated loss in
accordance with the law, 10% will be allocated as the statutory reserve. However, it shall
not apply if the statutory reserve has reached the paid-in capital amount of the Company.
Special reserve shall be allocated in accordance with the Company's operational needs and
the provisions. If there are still earnings, then combine it with beginning unappropriated
earnings. The board of directors shall propose the earnings distribution to the shareholders'
meeting for resolution.

The Company is in a stable growth stage. Depending on the future financing demand
and the dilution of capital, the dividend type will be paid in the form of stock or cash
dividend. Cash dividends are not less than 10% of the total dividends, but the types and
ratios of this earnings distribution depend on the actual profits and financing situation of the

current year, which are adopted by the shareholders' meeting
(2)Proposed Distribution of Dividend :

The company's proposed 2018 annual earnings distribution by the Board of Directors

on March 14, 2019 is as follows:

Amount (NT$  Divined per
thousand) share (NT$)
Legal reserve 59,155 -
Special reserve 78,696 -
Cash dividend 451,337 10.6

Stock dividend —

The above-mentioned Board of Directors' resolutions are to distribute cash dividends
by capital reserve of NT$ 80,900 thousand and NT$ 1.9 per share was subject to the

resolution of the Shareholders' Meeting.

Impact of the Proposed Bonus Shares on the Company's Operating Performance and Earnings

per Share by the Shareholders’ Meeting: Not applicable.

Bonuses of Employees, Directors and Supervisors :

(1) The percentage or scope of the bonuses of Employees, Directors and Supervisors stipulated

in the Articles of Incorporation:

If there is a profit for the year, the Company shall allocate not less than 1% of it for the
employee bonus and not more than 3% for the directors and supervisors’ bonus. However,
if there is still a cumulative loss, an amount to make up for the loss should be retained in

advance.
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Qualification requirements of employees, including the employees of subsidiaries
meeting certain specific requirements, entitled to receive shares or cash in accordance with

the preceding provisions.

(2)The basis for the estimation of the amount of bonus of employees, directors and supervisors
in the current period, and the accounting treatment if there is a difference between the
actual employee bonus paid in shares or cash and the estimated amount:

The amount of remuneration for employees, directors and supervisors in the current
period is estimated appropriately in accordance with the Articles of Incorporation and past
experience of the Company before deducting the remuneration for employees, directors and
supervisors from the income from continuing operations before income tax of the current

year.
(3)Bonus distribution as passed by the board meeting:

(A) Recommended Distribution of Employee Bonus and Directors’ and Supervisors’

Remuneration :
Unit: NT$ thousand

Remuneration of employees | Remuneration

Item \_ Status Cash Stock Total Ofs?J EE(Ef/ci)sr(s) re;nd
e e
PDri?E&Soeri ?Ig;)cation of the Board of 54.860 ol 54860 73023
Discrepancy (B)-(A) 0 0 0 0

(B) If there is any discrepancy between such an amount and the estimated figure for the
fiscal year these expenses are recognized, the discrepancy, reasons therefor, and how it
is treated shall be disclosed.: There is no discrepancy between such an amount and the
estimated figure for the fiscal year these expenses are recognized, so not applicable -

(C) Employee bonus paid in shares as a percentage of the total amount of the current net
profit after tax and the total employee bonus of the parent company only or each of
companies’ financial statements: The board of directors pays in cash through the
allocation of remuneration, so it is not applicable.

(4)If there is a difference between the actual distribution of bonus of employees, directors and
supervisors (including the number of shares, the amount and the share price) in the previous
year and the provision for the bonus, please describe the difference, the reason and the
accounting treatment:

Unit: NT$ thousand

Shareholders’ Actual )
Item ) ) ] Discrepancy
Meeting resolution allocation
2017 Employee remuneration 53,902 53,902 —
2017 Due?tors and Supervisors 7 440 7 440 -
remuneration

1.9 Buyback of Treasury Stock : None.
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Bonds : None.

Preferred Shares : None.

Global Depository Receipts : None.

Issuance of Employee Stock Options : None.
Issuance of New Restricted Employee Shares :
Issuance of New Restricted Employee Shares :

May 13, 2019

First (period)

New restricted employee shares type New restricted employee shares

Date of registration Sep. 6, 2016
Issued date Oct. 14, 2016
Issued New restricted employee shares 320,000

Issued price Gratuitously distributed

Issued New restricted employee shares

0
total issued shares ratio 0.78%

Employees are still in service at the end of the following period of
time from the date they are allocated New restricted employee
shares, and their performance appraisal has reached the level of
excellence (including) in one year before the expiration of the
following periods. They may be entitled according to the following
schedule:

Service expires 1 year from the date of grant:40%

Service expires 2 years from the date of grant:40%

Service expires 3 years from the date of grant:20%

1. After an employee has acquired new shares, he may not sell,
mortgage, transfer, gift, pledge or otherwise dispose of the New
restricted employee shares, except for inheritance, before
reaching the acquired conditions.

2. The attendance, proposals, statements, voting, resolution and
other matters related to shareholders' equity of the shareholders'
meeting are entrusted to the trust institution to exercise them on
its behalf.2_ -

3. Except for the restrictions imposed by the trust agreement in the
preceding paragraph, the New restricted employee shares
allocated by employees in accordance with this Measure shall not
be restricted until they have reached the acquired conditions, the
other rights, including but not limited to: the rights to receive
dividends, bonuses, the rights to allocate capital reserve , the
rights to subscribe and vote for cash capital increase, etc., which
are the same as the common shares issued by the Company, and
shall not be restricted. Employees are entitled to the cash
dividends and stock dividends issued by the Company, and the
cash dividends and stock dividends issued by the Company are
deemed to have met the required conditions and are not subject to
trust institution.

4. Except for the restrictions mentioned above, the New restricted
employee shares which the employee is allotted are the same as
the common shares which the Company has already issued before
the acquired conditions are met.

Vesting conditions of New restricted
employee shares

Restrictions of New restricted employee
shares

Custody status of New restricted

Declared trust management
employee shares

Measures when vesting conditions are|when vesting conditions are not met after employees are allocated
not met after employees are allocated or|or subscribed for New restricted employee shares, except for
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New restricted employee shares type

First (period)
New restricted employee shares

subscribed for new shares

special circumstances, the Company will retrieve and revoke
without compensation.

Number of New restricted

employee

ratio (%)

shares retrieved or purchased 7,500
Released number of New restricted 253,000
employee shares

Unreleased number of New restricted 59,500
employee shares

Unreleased number of New restricted

employee shares to total issued share 0.14%

Impact on shareholders' equity

Attracting and retaining the technological and professional talents
needed by the company, and improving the sense of unity and
belonging of employees to the Company, and jointly creating the

interests of the Company and shareholders, enhancing the equity of
shareholders.

6.2 The names and acquisitions of the managers and the top ten employees who acquired the New

restricted employee shares :

May 13, 2019
Acquired Implemented Not implemented
Acqui stock Stoc Stoc Stock Stoc Stoc| Stock
red |subscripti k |subscripti k |subscripti
K h Stock | k Stock | k
Title Name stock | on shares subscr|subs su.bs on shares subscr|subs su_bs on shares
subscr| to total intion lcri tcrlpt to total intion lcri tcrlpt to total
iption| issued sﬁares iog ion issued sEares iorF: ion issued
shares| shares rice| @MO shares rice| @MO shares
ratio P unt ratio P unt ratio
z Wu,
2 |General Manager |Tsung-
% Hsien
= Qiu,
Deputy GM Jian-Mi
ng
Associate, Lin,
Operating Mei-Hu
Division i
Manager, Chgng,
. ' .. . |Chiao-
Financial Division Ni
232,500 0.76%] 186,000 - - 0.44%| 46,500 0 0 0.11%
Manager,
) Chen,
Operating Zi-Nin
Division (Notel) g
Deputy Manager, él;anl
Audit Division
an
Deput_y Manager, Yu,
Public Chu-Yu
Relationship
. You,
Director, M shun-v
Division
uan

-51-



Programing Team

Hua,

Leader o-Gang
Director, Lin
Operating o-\]i,
Division

Customer Service
Deputy Director

Zeng,
o-Hua

Programing Team
Deputy Leader

Li,o-
Hsien

Acquired Implemented Not implemented
Acqui stock Stoc Stock Stoc| Stock
red |subscripti Stock Stkoc k |subscripti Stock Stkoc k [subscripti
Title Name stock | on shares subscr | subs subs | on shares subscr | subs subs |on shares
subscr| to total iotion leri tcript to total intion lcri tcript to total
iption| issued sEares iore ion issued sEares iorr: ion issued
shares| shares rice| @MO shares rice| @MO shares
ratio P unt ratio P unt ratio
m |Accounting Chen,
3 |Assistant Manager| o-Hui
g |Operating
f‘g Assistant Manager zh((;)ﬂn
(Note2)
. Li,
Editor o-Zhe
. Zhong,
Deputy Editor o-Xuan
Director,
Marketing/ PR \o(?\l;ing
Er';"?fn:in 38,500 0.09%| 30,800 | - 0.07%| 7,700 0 Of  0.02%
g g Yu,
Senior Team o-Ren
Leader

Note 1: The staff resigned in March 2019
Note 2: The staff resigned in February 2019

7.

8.

Status of New Shares Issuance in Connection with Mergers and Acquisitions : None.

Financing Plans and Implementation : None.
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1.

V. Operational Highlights

Business Activities :

1.1 Business Scope :

(1)Main areas of business operations :

Established in 2007, the Company mainly deals in online trading platforms. The main
entrance websites are:

(A) 8591(Virtual Treasure Trading): The largest online virtual treasure trading platform in
Taiwan. C2C business model is adopted to provide a safe, fast and rich treasure trading
platform for online game players.

(B) 591(Property Trading): Providing property leasing, property trading and new project
advertising and inquiry services for Taiwan's leading property and home service
platform.

(C) 8891(Cars Trading): Providing information publishing and inquiry for the sale of
preowned cars, preowned car dealers online shop services, new car information inquiry
Services.

(D) VIP Brands Outlet: Providing international boutiques, designer labels and other up to
70% off online sales for consumers to purchase.

(E) 518 (Human Resource): Committed to providing a fast, accurate and simple human
resources search platform, so that business owners can easily and quickly find suitable
talents, and job seekers can quickly find suitable jobs.

(F) 100 (Interior Design): Mainly matching decorators and consumers, to provide
high-quality design works for consumers' reference.

(G) Marry (Wedding Service): It is an exclusive channel for matching photographers,
wedding planners and newlyweds, so that newlyweds can solve wedding affairs more
easily and efficiently.

(H) Chickpt (Part-Time Human Resource): The largest part-time job APP in Taiwan is
designed for matching college students and employers for part-time jobs. It is dedicated
to creating a fast and safe job matching platform.

() The Company also launched 8591, 591, 8891, 518, 100 (Interior Design) and Marry
(Wedding Service) mobile version in Apple Store and 8591, 591, 8891, 518, 100
(Interior Design) and Marry (Wedding Service) mobile version in Google Play to
enhance user convenience and provide more instant information.
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(2)Revenue distribution :
Unit: NT$ thousand

2017 2018
Product Type
Revenue (Note) % Revenue (Note) %

Online merchandise sales 38,228 279 64,605 4.37
Internet service income 924,516 67.42 1,056,875 71.47
Internet platform 337,011 24.58 345,150 23.34
commission income
Others 71,438 5.21 12,114 0.82
Total 1,371,193 100.00 1,478,744 100.00

Note: The above revenue amount excludes the business income of the closing department - 101
Original T-shirt, whose business income in 2017 and 2018 are respectively NT$ 105,072 thousands
and NT$ 0.

(3)Main products :

(A) 8591(Virtual Treasure Trading) (https://www.8591.com.tw) mainly through the
Internet to provide virtual treasure trading services, is one of Taiwan's largest virtual
treasure trading website.

(B) 591(Property Trading) (https://www.591.com.tw) mainly through the Internet to
provide property leasing, property trading, decoration manufacturers advertising and
inquiry services, is a leading property and home service platform in Taiwan.

(C) 8891(Cars Trading)(https://www.8891.com.tw) mainly through the Internet to provide
information release and query of the trading of preowned cars, preowned car dealers
online shop services, new car information inquiry.

(D) VIP Brands Outlet (https://www.101lvip.com.tw) mainly through the Internet to
provide international boutiques, designer labels and other up to 70% off online sales
for consumers to purchase.

(E) 518 (Human Resource) (https://www.518.com.tw) mainly through the Internet to
provide a human resource research platform for enterprises to publish job information
and job seekers to place resumes.

(F) 100 (Interior Design) (https://www.100.com.tw) provides many excellent interior
design companies’ representative design case pictures, so that owners can easily find
interior design inspiration.

(G) Marry (Wedding Service) (https://www.marry.com.tw) is a one-stop wedding service
platform for wedding-related services such as wedding photography, records and
planners.

(H) Chickpt (Part-Time Human Resource) (https://www.chickpt.com.tw) is the largest
part-time job APP in Taiwan designed for matching college students and employers for
part-time jobs. It is dedicated to creating a fast and safe job matching platform.

(4)New products development :

With the growing number of users and transactions/publications, each of platforms has
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different functional requirements in terms of cash flow, user experience and information
needs. Therefore, new services development planned for future will be developed on
existing infrastructure to provide better services for users of various platforms.

1.2 Industry Overview :

Please refer to page 42 of the Chinese annual report for the current situation and
development of the industry, the relationship between the upstream and downstream industries,
the development trends of products and the competition situation.

1.3 Research and Development :

(1)Please refer to page 49 of the Chinese annual report for the technical level of the business,
research and development personnel and their education(experience), and the successful
technology or products developed in the last five years.

(2)R&D Expenses in the past five years:
Unit: NT$ thousand ; %

Year
item 2014 2015 2016 2017 2018
R&D Expense 16,752 30,609 38,852 64482 54,862
Net revenue 1,150,822| 1,356,019| 1,240,814 1,371.193| 1.478,744
Income
R&D expense to
T Tei e ratio 1.46% 2.26% 3.13% 4.70% 3.71%

1.4 Long-term and Short-term Development :

(1)Short -term Development :

(A) Increasing the market share of 591(HK): Continuing to operate the Hong Kong market
and make the property leasing market an absolute leader.

(B) Advertising market: Developing online advertising market for new cars and housing
market.

(C) Promoting the visibility of 8591(HK): 8591(HK) was established in October 2018, and
promoted its brand visibility through marketing strategies.

(2)Long-term Development :

(A) The development of the new business system: by virtue of the company's operating
advantages and accumulated core competence in the Internet platforms, sustainable
development of food, clothing, housing, transportation and entertainment related
platforms.

(B) The expansion of business area: International vertical website companies have been
quite aggressive and successful in expanding the international market in recent years.
However, the new Internet market needs to cooperate with local network companies in
order to obtain good development support and achieve a comprehensive effect of 1 + 1
over 2. In the future, we will first contact the more familiar Southeast Asian market, as
the beginning of the company's development of global layout. We hope to gain a firm
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foothold in the Taiwan market, and then start looking for suitable partners in Southeast
Asia to formally expand overseas layout distribution.

2. Market and Sales Overview :
2.1 Market Analysis :
(1)Sales (Service) Region :

The Company is engaged in online trading platforms. In addition to serve domestic
consumers, we have established 591 property trading platforms and 8591 virtual treasure
trading platforms in Hong Kong to provide more online trading services for Hong Kong
users.

(2)Market Share (%) of Major Product Categories in the Last Two Years :

Unit: NT$ billions
Item 2018 2017

ADDcn Technology revenue 14.79 13.71
Data Processing and Information
Supply Services revenue
ADDcn Technology market share 3.04% 2.87%

Date source: Collated from Department of Statistics of Ministry of Economic Affairs and MOPS.
Note: The above revenue amount excludes the business income of the closing Department - 101 Original
T-shirt.

The Company is mainly engaged in online trading platform services, belonging to
Information Service Activities. According to the Department of Statistics of Ministry of
Economic Affairs, the revenue of the industry in 2018 and 2017 was about NT$487 billions
and 477 billions respectively, with an annual growth of 2.10% in 2017. The combined
revenue of the Company in 2018 and 2017 is NT$14.79 billions and 13.71 billion
respectively, and the market share has increased from 3.04% to 2.87%, indicating that the
Company is quite competitive in its industry.

487 477

(3)Market Analysis of Major Product Categories :

Housing is the rigid demand of the general public. The average transaction volume of
new and second-hand houses in the past five years is about 400,000, which shows that the
market demand for property is stable. About half of Taiwan's population needs to rent a
house, and the rental market is quite active. With the rapid growth of Internet penetration
rate in recent years, the habits of users on both sides of housing supply and demand have
also changed, gradually shifting from offline to online. In addition to good results, Internet
publishing has a wider coverage. Everyone in Taiwan can browse houses everywhere
through the Internet. It even happened that tenants browsed a house in Kaohsiung through
the Internet and took the high-speed railway to Taipei to see the house. The supply of
property trading platforms will also be expanded by potential demand.

Taiwan's game industry is divided into computer games and mobile games. At present,
the market is in a mature stage, and there is fierce competition among manufacturers.
Therefore, differentiated positioning must be taken as an important market strategy for the
new games in the future. Mobile games have grown since 2014. According to Newzoo
estimates, the global game market in 2018 is about US$ 1,349 billion, of which mobile
games account for 47 percent. More and more makers are joining the ranks of mobile
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games, and the game trading platform must follow the trend of market transfer.

Automobile application technology has developed rapidly in recent years. Upgrades of
new cars' safety equipment has promoted the vigorous development of new car trading
market. The volume of new car sales has increased from 370,000 in 2012 to 440,000 in
2018. The preowned car market is affected by the hot market of new car and the trading
volume has remained flat or even declined in the past four years. In addition to the
preowned car trading services, 8891(Cars Trading) has also become a platform for new car
information in recent years. By attracting users through content, it is expected to expand the
service target of platform matchmaking in the future.

The Internet human resource market has been in operation for 20 years and is
approaching a mature market. More than 80% of job seekers will use the Internet platform
to deliver resumes, which has become a necessary way to enter the job market. In recent
years, the popularity of smart phones and mobile Internet has expanded the competitive
platform to the mobile market. 518 (Human Resource) has the technical ability to develop
APP by itself, and has the advantage of grasping the trend of Touch-screen Generation and
information of 20% SMEs. It is expected to rapidly expand the scope of the employment
market in the mobile market in the future.

(4)Competitive niches :
(A) The management team has rich experience. :

The company's operating team has more than 10 years of experience in network
platform development and operation, with a complete technical team and flexible
marketing team. The company's management team is sensitive to the market and is
good at differentiating marketing and product design with creativity. Its vertical
website has a place in Taiwan's Internet industry.

(B) Website has high brand awareness/huge membership advantages :

The total number of members of ADDcn websites is more than 10 million, which
has laid the competitive advantage of the Company described as follows:

®591(Property Trading): Through the huge database of homeowners, tenants and
buyers to form the company's competitive advantage. Increase the integrity of
peripheral products, cooperate with tenants, such as moving, second-hand furniture;
cooperate with buyers, such as house decoration, building projects.

©@8591(Virtual Treasure Trading): Accumulating the advantages of the vast number of
players database to form the competitive advantage of the Company. In addition, we
strengthened comprehensive website security system, such as membership
authentication, membership login IP judgment system, to ensure the equity of members
and transaction security.

®8891(Cars Trading): In the preowned car trading website with high integrity
requirements, the Company advocates the integrity of car sales and website operation
convenience to strengthen the Company's competitive advantage.

@VIP Brands Outlet : We take on-line sale of boutiques as a platform, to collect
international boutiques, popular brands of fashion clothing related products, and
provide consumers with up to 70% off surprising prices. In addition to limit the timing
and quantity, consumers can be assured, providing a good shopping environment, and
strengthening the Company's competitive advantage.

®518 (Human Resource): With fast, accurate and simple human search service as the
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core, and with a large number of SME owners and job seekers membership database,
coupled with the mastery of mobile research and development technology to form the
Company's competitive advantage.

(5)Favorable and Unfavorable Factors in the Long Term :
[ Favorable Factors]

(A) We accumulated over 10 million members of the brand loyalty by unique multi-brand
website business model, and continue to invest in the development of new livelihood
website, create more new trading markets, in order to enhance the sustainable
development of matchmaking transaction markets.

(B) The Internet market in Southeast Asia's is growing fast and local Internet services are
in course of starting. There is a lack of professional platforms such as virtual treasure
trading, rental and automobile website at present, which is an opportunity for us to
layout Southeast Asia.

(C) With the rapid growth of mobile Internet penetration, we have continuously launched
mobile version web pages and APPs on various platforms in recent years. With the
convenience of any time mobile Internet access, we can further improve the traffic and
customer stickiness of the websites.

(D) Cooperating with banks to provide a variety of cash flow services, providing
consumers and website operators with an excellent and perfect payment mechanism.

[ Unfavorable Factors)

(A) Smart phones have become popular and mobile APP has been on the market in recent
years, changing the mode of people's communication and Internet access. If we cannot
adjust to the current situation, the advantages of information monopoly of the future
website platform will be divided in succession.

(B) The domestic Internet market is limited, and the lack of Internet talents makes it
difficult to select and cultivate talents.

(C) The Company accumulates a large amount of member information. If the information
security situation occurs, the Company may face the risk and loss of operation.

[ Countermeasures}

In terms of information security countermeasures, the Company has adopted a large
number of control and prevention measures to prevent hackers from intruding the database
and Internet information security protection mechanism, including strict security
management measures, password management measures, data management measures. It
has also introduced a personal capital management system and established a rigorous
personal capital management manual and education system. It was certified by BSI BS
10012:2009 Personnel Information Management System (PIMS) international standard in
May 2016, which guarantees our members on international level.

In terms of operational strategies, the Company continues to take "food, clothing,
housing, transportation education and entertainment” as its blueprint for development.
Intelligent APP applications have been developed in succession to try to open up the
mobile Internet market. As people spend different time and using different smart phone
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2.2

2.3

2.4

interfaces on browsing Internet, we are launching exclusive browsing web sites that are
compatible with mobile devices. We believed that only those who are at the forefront of
the trend can lay a solid market foundation. With the continuous emphasis on seamless
interaction with consumers, we can deepen our customer relationship and further highlight
our differences in competition and comprehensive growth potential.

In terms of global strategy, the international vertical website companies in recent
years have been quite aggressive and successful in expanding the international market.
However, the new network market needs to cooperate with local network companies in
order to obtain good development support and achieve a comprehensive effect of 1 plus 1
over 2. In the future, we will first contact the more familiar Southeast Asian market, as the
beginning of the company's development of global layout. We hope to gain a firm
foothold in the Taiwan market, and then start looking for suitable partners in Southeast
Asia to formally expand overseas layout distribution.

Production Procedures of Main Products :
(1)Major Products and Their Main Uses :
Our businesses are Internet trading platforms.

(2)Major Products and Their Production Processes :

Our businesses are Internet trading platforms. After the 101 Original Clothing was
transferred in June 2017, the Company did not produce any other products, so it was not
applicable.

Supply Status of Main Materials :

Our businesses are Internet trading platforms. After the 101 Original Clothing was
transferred and sold in June 2017, the Company did not produce any other products, so it was
not applicable

Major Suppliers and Clients :

(1)Names of customers who accounted for more than 10% of the total amount of goods
purchased/sold in the past two years, the amounts and percentages of the goods
purchased/sold and the reasons for the increase or decrease :

(A) Major Suppliers in the Last Two Calendar Years :
Unit: NT$ thousand

2017 2018
ltem Ratio to total |Relations Ratloogczjéotal Relations
Name Amount |goods purchased| hip with Name Amount g hip with
for the year (%) |the issuer purchased for the issuer
the year (%)
1 A Company 51,640 53.90 — D Company 7,894 22.62 —
2 C Company 19,014 19.85 — E Company 6,058 17.36 —
3 - - - - F Company 5,438 15.58 —
4 - - - - G Company 5,016 14.37 —
5 - - - - H Company 4,781 13.70 —
6 - 25,154 26.25 - Others 5,714 16.37 —
Total 95,808 100.00 - Total 34,901 100.00 —
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2.5

2.6

(B) Reason for change :

The 101 Original Clothing of the Company was transferred and sold in June 2017, so
there was no relevant purchase, Due to the adjustment of the business model, the VIP
Brands Outlet platform also has a lower self-purchasing cost and a hot sale of the
website,resulting in changes in the two-year purchasing manufacturers and the
proportion of purchases.

(2)Major Clients in the Last Two Calendar Years :

The Company belongs to e-commerce, and its sales target is mainly general consumers,
so there are no customers who account for more than 10% of the total sales.

roduction in the Last Two Years :

The Company belongs to e-commerce, so there is no clear value of production. The
apparel products are all produced by outsiders, and the Company is mainly on internal testing,
and the 101 Original Clothing has been transferred and sold in June 2017.

Shipments and Sales in the Last Two Years :

Unit: NT$ thousand

ear 2017 2018
Shipment
Import Export Import Export
Major produc \Volume| Value Volu Value |Volume| Value |Volume| Value
(or department) me
Internet service B 94516 — | — B 1056875 — B
revenue ’ R
Platform - 3701 — | — | — 345150 — | —
commission revenue
Internet goods sales | 54,993 38,228 — — (134,438 64,605 — —
Others — 71,438 — — — 12,114 — —
Total — 1,371,193 — — — 1,478,744 — —

Note: The above revenue amount excludes the business income of the closing department - 101 Original
T-shirt, whose business income in 2017 is respectively NT$ 105,072 thousands.
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3. Human Resources :

Year 2017 2018 2019 as of March
Item 31
Manager 17 16 16
N f
erﬁmg%:s Staff 260 304 203
Total 277 320 309
Average age 28.70 27.97 29.11
Average service year 3.77 3.73 3.73
Master’s 1.44% 2.19% 1.94%
Academic degree
NS College 73.65% 76.25% 77.02%
distribution Below high
school 24.91% 21.56% 21.04%

4. Environmental Protection Expenditure :

The Company did not suffer from any loss or penalty due to environmental pollution in the
past year and as of the date of publication of the annual report.

5. Labor Relations :
6. Please refer to page 56 of the Chinese annual report.

7. Important Contracts :

Contract Type Counterparty Contract Start and Ending Dates Contents Restrictions
addcn Technology

Supply of Iabor(Shenzhen) Co.. Ltd 106.01.01~108.12.31 Offshore labor None
Sep. 21, 2016 to Dec. 31, 2017.

Trust Contract If both parties have no written objection to

for Collection the renewal of the contract for one month [Collection and

and Payment [Trust Division, E.Sun [after the expiration of the contract, the payment transfer None

Transfer of Bank contract will be automatically extended  [of online

Online for one year from the expiration date of  transactions

Transactions the contract, and will be the same
afterwards.
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V1. Financial Information

1.  Five-Year Financial Summary :

1.1 Condensed Balance Sheet :

(1)Concise Individual Balance Sheet - Adopting International Financial Reporting Standards :

Unit: NT$ thousand

Financial analysis for the

ast five years

Year| 2014 as of Mar.
Item (Noteq) | 2015 2016 2017 2018 | 31,2019
Current assets 1,620,557 (1,051,217 (1,427,409 (1,319,942 1,173,810
Investment by Equity method 37,639 | 680,978 | 666,608 | 692,969 | 771,478
Property, plant and equipment 57,562 71,802 | 222,312 | 231,051 | 230,895
Intangible assets 144,698 | 133,832 | 125,204 | 118,087 | 109,855
Other assets 231,297 | 259,408 | 201,053 | 331,756 | 317,250
Total assets 2,091,753 |2,197,237 |2,642,586 |2,693,805 |2,603,288
Current Before distribution| 316,787 | 332,818 | 751,162 | 832,224 | 869,120
[liabilities  |After distribution | 710,537 | 773,031 (1,198,284 1,492,222 Note 1
Non-current liabilities 23,111 22,949 25,649 27,768 31,794
Total Before distribution| 339,898 | 355,767 | 776,811 | 859,992 | 900,914
[liabilities  |After distribution | 733,648 | 795,980 (1,223,933 1,519,990 Note 1
Interests attributable to parent Note 2
1,751,855 (1,841,470 |1,865,775 |1,833,813 |1,702,374

company owner
Capital stock 315,000 | 409,500 | 425,830 | 425,805 | 425,790
Capital reserve 860,267 | 765,767 | 758,681 | 566,585 | 421,815
Retained Before distribution| 574,956 | 679,108 | 791,233 | 978,490 |1,057,324
earnings After distribution | 181,206 | 238,895 | 344,111 | 467,524 Note 1
Other interests 1,632 | (12,905) |(109,969) | (137,067) | (202,555)
Treasury stock - - - - -
Noncontrolling interests - - - - -
Total equity Before_dis'gribqtion 1,751,855 (1,841,470 |1,865,775 |1,833,813 |1,702,374

After distribution |1,358,105 |1,401,257 |1,418,653 (1,173,815 Note 1

Note 1: The earnings distribution in 2018 has been approved by the Board of Directors, pending resolution by the

Shareholders' Meeting.

Note 2: There were remaining financial analysis has not been reviewed by accountants in the first quarter of 2019 as of
the date of publication of the Annual Report.
Note 3: No assets revaluation was conducted in each year.
Note 4: The Company took January 1, 2015 as the reference date of the merger/consolidation, and proceed short-form
merger/consolidation to 518 Technology Co., Ltd., a subsidiary company.Due to the reorganization, the accounting
adopts the book value method and is regarded as re-editing the previous parent company only financial statements
from the initial merger/consolidation.Therefore, when the Company prepared the parent company only financial
statements for 2015, it has retrospectively re-edited the parent company only financial statements for 2014.
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(2)Concise Consolidated Balance Sheet - Adopting International Financial Reporting

Standards:

Unit: NT$ thousand

Financial analysis for the

ast five years

Year as of Mar.

Item 2014 2015 2016 2017 2018 | 31,2019
Current assets 1,687,912 (1,255,386 |1,595,653 (1,601,257 |1,422,566
Investment by Equity method 60,175 | 704,626 | 752,739 | 779,914 | 721,297
Property, plant and equipment 145,092 | 134,169 | 126,139 | 119,151 | 111,326
Intangible assets 232,180 | 144,555 | 201,959 | 319,434 | 436,241
Other assets 2,125,359 (2,238,736 (2,676,490 2,819,756 |2,691,430
Total assets 1,687,912 |1,255,386 |1,595,653 1,601,257 |1,422,566
Current Before distribution| 350,393 | 369,948 | 780,026 | 947,966 | 936,547
[liabilities  |After distribution | 744,143 | 810,161 |1,227,148 [1,607,964 Note 1
Non-current liabilities 23,111 22,949 25,649 27,768 31,794
Total Before distribution| 373,504 | 392,897 | 805,675 | 975,734 | 968,341
[liabilities  |After distribution | 767,254 | 833,110 (1,252,797 |1,635,732 Note 1 Note 2
Interests attributable to parent ;759 ges 11 841 470 |1,865,775 |1,833,813 |1,702,374
company owner
Capital stock 315,000 | 409,500 | 425,830 | 425,805 | 425,790
Capital reserve 860,267 | 765,767 | 758,681 | 566,585 | 421,815
Retained  [Before distribution| 574,956 | 679,108 | 791,233 | 978,490 |1,057,324
earnings After distribution | 181,206 | 238,895 | 344,111 | 467,524 Note 1
Other interests 1,632 | (12,905) |(109,969) |(137,067) |(202,555)
Treasury stock - - - - -
Noncontrolling interests - 4,369 5,040 10,209 20,715
Total equity Before_disﬁribgtion 1,751,855 |1,845,839 [1,870,815 |1,844,022 |1,723,089

After distribution |1,358,105 |1,405,626 1,423,693 |1,184,024 Note 1

Note 1: The earnings distribution in 2018 has been approved by the Board of Directors, pending resolution by the

Shareholders' Meeting.

Note 2: There were remaining financial analysis has not been reviewed by accountants in the first quarter of 2019 as of
the date of publication of the Annual Report.
Note 3: No assets revaluation was conducted in each year.
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1.2 Condensed Statement of Income :

(1)Concise Individual Income Statement - Adopting International Financial Reporting

Standards :

Unit: NT$ thousand

Year Financial analysis for the past five years as of Mar.
(Note 2) 2015 (Note 3) 2017 2018 31, 2019
Operating revenue 1,150,822 |1,346,811 |1,199,400 |1,325,901 |1,417,973
Gross profit 856,784 11,039,685 | 982,344 | 921,673 |1,070,416
Operating income 534,690 | 635,733 | 689,904 | 566,699 | 673,265
Non-operating income and 6,524 | (37,849) | (29,170) | 33,775 | 60,322
expenses
Income from continuing
operations before income tax 541,214 | 597,884 | 660,734 | 600,474 | 733,587
bNe? income of continuing 442,423 | 497,902 | 552,055 | 499,389 | 595,540
usiness units
uI_nc;tss of suspended business i i 283 | 134.990 i
Net income 442,423 | 497,902 | 552,338 | 634,379 | 595,540
Other comprehensive 1,382 | (14,537) | (45,422) | (63,253) | (81,145) | Notel
income, net of tax
Total comprehensive income 443,805 | 483,365 | 506,916 | 571,126 | 514,395
Net income attributable to 442,423 | 497,902 | 552,338 | 634,379 | 595540
stockholders of the parent
Net income attributable to i i i i i
non-controlling interests
Total comprehensive income
attributable to stockholders of 443,805 | 483,365 | 506,916 | 571,126 | 514,395
the parent
Total comprehensive income
attributable to non-controlling - - - - -
interests
\rnings per share 10.86 12.16 13.07 15.00 14.04

Note 1: The earnings distribution in 2018 has been approved by the Board of Directors, pending resolution by the

Shareholders' Meeting.

Note 2: The Company took January 1, 2015 as the reference date of the merger/consolidation, and proceed short-form
merger/consolidation to 518 Technology Co., Ltd., a subsidiary company.Due to the reorganization, the accounting adopts
the book value method and is regarded as re-editing the previous parent company only financial statements from the initial
merger/consolidation. Therefore, when the Company prepared the parent company only financial statements for 2015, it has
retrospectively re-edited the parent company only financial statements for 2014.
Note 3: In order to concentrate more on the operation of Internet platforms, the Company’s 101 Original T-shirt department
was sold to Newcross Co., Ltd. by the resolution of the Board of Directors on March 14, 2017, and the business transfer and
transaction were completed on June 14, 2017. Since the Department was not a closed business unit or assets to be sold on
December 31, 2016, the consolidated income statement of the previous year was re-edited and the closed business unit and
the continued business unit were separately listed.
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(2)Concise Consolidated Income Statement - Adopting International Financial Reporting

Standards :
Unit: NT$ thousand
Year Financial analysis for the past five years as of Mar.
Item 2016
2014 2015 (Note 2) 2017 2018 31, 2019
Operating revenue 1,150,822 (1,356,019 (1,240,814 |1,371,193 |1,478,744
Gross profit 902,897 [1,087,620 [1,065,361 [1,075,069 (1,170,177
Operating income 507,642 | 567,247 | 641,964 | 602,277 | 728,260
Non-operating income and 34122 | 31,390 | 20,445 | 10,968 | 25,393
expenses
Income from continuing 541,764 | 598,637 | 662,409 | 613,245 | 753,653
operations before income tax
b'\'e? income of continuing 442,423 | 498,035 | 552,726 | 504,725 | 605,804
usiness units
uI_nc;tss of suspended business i i 283 | 134.990 i
Net income 442,423 | 498,035 | 553,009 | 639,715 | 605,804
Other comprehensive 1,382 | (14,537) | (45,422) | (63,253) | (81,804) | Note1
income, net of tax
Total comprehensive income 443,805 | 483,498 | 507,587 | 576,462 | 524,000
Net income attributable to 442,423 | 497,902 | 552,338 | 634,379 | 595540
stockholders of the parent
Net income .attrl_butable to i 133 671 5,336 10,264
non-controlling interests
Total comprehensive income
attributable to stockholders of 443,805 | 483,365 | 506,916 | 571,126 | 514,395
the parent
Total comprehensive income
attributable to non-controlling - 133 671 5,336 9,605
interests
\rnings per share 10.86 12.16 13.07 15.00 14.04

Note 1: The earnings distribution in 2018 has been approved by the Board of Directors, pending resolution by the

Shareholders' Meeting.

Note 2: In order to concentrate more on the operation of Internet platforms, the Company’s 101 Original T-shirt department
was sold to Newcross Co., Ltd. by the resolution of the Board of Directors on March 14, 2017, and the business transfer and
transaction were completed on June 14, 2017. Since the Department was not a closed business unit or assets to be sold on
December 31, 2016, the consolidated income statement of the previous year was re-edited and the closed business unit and
the continued business unit were separately listed.

1.3 Auditors’ Opinions in the past five years :

Year Accounting firm Auditing CPAs Audit opinion

2014 KPMG Yu, Sheng-Ho -~ Li, Ci-Hui Unqualified opinion

2015 KPMG Yu, Sheng-Ho -~ Li, Ci-Hui Revised unqualified opinion

2016 KPMG Yu, Sheng-Ho -~ Li, Ci-Hui Unqualified opinion with other paragraphs
2017 KPMG Yu, Sheng-Ho ~ Wu, Mei-Pin Unqualified opinion

2018 KPMG Yu, Sheng-Ho ~ Wu, Mei-Pin Unqualified opinion
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2. Five-Year Financial Analysis :

2.1 Individual Financial Analysis - Adopting International Financial Reporting Standards :

Year Financial analysis for the past five years
2014 2016 as of Mar.
ltem (Note 2) 2015 (Note 3) 2017 2018 31, 2019
Financial Debt to asset ratio 16.24 16.19 29.39 31.92 34.60
structure [-ONg term capital to
(%) property, plant and 3,083.57 993.69 850.79 | 805.70 751.06
equipment ratio
Solvenc Current ratio 511.56 315.85 190.02 | 158.60 135.05
(%) y Quick ratio 481.90 292.79 180.64 | 156.35 132.79
Interest coverage ratio 5,523.59 |298,943.00 |661,075.00 - -
Receivable tumover rate 1588 |  16.30 1324 | 1052| 956
(times)
Average cash recovery day 22.98 22.39 27.56 34.69 38.17
Inventory turnover rate 2.41 3.88 364| 10.09| 1893
(times)
Operating Z?%aebs')e turnover rate 1234 1071 4190 581|472
Capacity i vs sales outstanding 151.45 9407 | 10027 | 3617 | 19.28
Property, plant and
equipment turnover rate 36.11 10.98 5.85 5.84 6.13
(times) None 1
TQta| asset turnover rate 0.74 0.62 0.49 0.49 0.53
(times)
Return on assets (%) 28.56 23.21 22.82 18.71 22.48
Return on equity (%) 34.99 27.71 29.79 26.99 33.68
Profitabil Pre-tax net profit to paid-in| 121 o1 | 14500 | 15516 | 141.02| 172.28
ity |capital ratio (%)
Net profit rate (%) 38.44 36.97 46.03 47.85 41.99
Earnings per share (NT$) 10.86 12.16 13.07 15.00 14.04
Cash flow ratio (%) 200.60 193.07 145.61 66.26 78.09
Cash [Coshflowadequacyratio | y5395 | 12076 |  147.46 | 132.35| 124.65
flow (%) - .
gz;h reinvestment ratio 23.75 27.04 66.91 | (12.14) 35
Operating leverage 1.12 1.01 0.98 1.27 1.21
Leverage
Financial leverage 1.00 1.00 1.00 1.00 1.00
Note 1: There were remaining financial analysis has not been reviewed by accountants in the first quarter of 2019 as of the date off
publication of the Annual Report. -
(1) The change in inventory turnover rate and days sales outstanding was mainly due to the fact that the company sold 101 original
T-shirts in the middle of 106 years, resulting in a significant decrease in inventory..
(2) The change in receivable turnover rate was mainly due to the structural adjustment of the company's famous products platform
at the end of 107, so the reduction of the company's goods consignment and buyouts and other accounts payable decreased..
(3) The return on assets, return on equity, and pre-tax net profit to paid-in capital ratio were mainly due to the gradual fermentation
growth of the Banner advertising business of the Company, and the rebound in the housing market led to the growth of revenue
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Year| Financial analysis for the past five years
2014 2016 as of Mar.
ltem Note2) | 2015 | (Note3y | 2017 | 2018 | 31,2019

and the scale of the platform economy, so net profit growth.
Note 2: The Company took January 1, 2015 as the reference date of the merger/consolidation, and proceed short-form
merger/consolidation to 518 Technology Co., Ltd., a subsidiary company. Due to the reorganization, the accounting adopts the book
value method and is regarded as re-editing the previous parent company only financial statements from the initial
merger/consolidation. Therefore, when the Company prepared the parent company only financial statements for 2015, it has

retrospectively re-edited the parent company only financial statements for 2014.
[Note 3: In order to concentrate more on the operation of Internet platforms, the Company’s 101 Original T-shirt department was
sold to Newcross Co., Ltd. by the resolution of the Board of Directors on March 14, 2017, and the business transfer and transaction
were completed on June 14, 2017. Since the Department was not a closed business unit or assets to be sold on December 31, 2016,
the consolidated income statement of the previous year was re-edited and the closed business unit and the continued business unit
were separately listed.

2.2 Consolidated Financial Analysis - Adopting International Financial Reporting Standards :

Year| Financial analysis for the past five years
5016 as of Mar.
ltem 2014 2015 (Note 2) 2017 2018 31, 2019
. . |Debt to asset ratio 17.57 17.55 30.10 34.60 35.98
Financial -
structure |LONg term capital to
(%) property, plant and 2,949.67 265.21 251.94 | 239.99 243.29
equipment ratio
Solvenc Current ratio 481.71 339.34 204.56 | 168.91 151.89
(%) y Quick ratio 454.28 317.42 194,77 | 166.84 149.56
Interest coverage ratio 5,529.2 | 299,319.5 | 662,750.0 - -
Receivable tumnover rate 15.88 15.89 1499 | 10.11 9.35
(times)
Average cash recovery day 22.98 22.97 24.34 36.10 39.03
Inventory turnover rate 503 3.39 506 7 39 16.81
(times)
Operating zmaet;')e turnover rate 180.96 |  133.56 5033 | 37.71| 6453
Capacity i5vs sales outstanding 17980 | 107.66 7213 | 4939 2171
Property, plant and None 1
equipment turnover rate 33.68 3.54 1.96 1.78 1.97
(times)
T(_)tal asset turnover rate 0.72 0.62 0.58 0.49 0.53
(times)
Return on assets (%) 27.95 22.82 22.50 23.27 21.98
Return on equity (%) 34.99 27.68 29.75 34.44 33.96
Profitabil Pre-tax net profit to paid-in| 121 o5 | 14518 | 15563 | 144.02| 177.00
ity |capital ratio (%)
Net profit rate (%) 38.44 36.72 38.70 | 46.65 40.96
Earnings per share (NT$) 14.11 12.16 13.07 15.00 14.04
Cash flow ratio (%) 146.28 150.24 133.33 69.91 72.17
Cash gz;h flow adequacy ratio 54.63 57.14 8570 | 83.68|  99.63
flow - -
Cash reinvestment ratio 14.50 10.10 34.94 167 1,99

(%)
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Year| Financial analysis for the past five years
2016 as of Mar.
ltem 2014 2015 (Note 2) 2017 2018 31, 2019
Operating leverage 1.09 1.31 1.12 1.48 1.40
Leverage
Financial leverage 1.00 1.00 1.00 1.00 1.00

Note 1: There were remaining financial analysis has not been reviewed by accountants in the first quarter of 2019 as of the date of]

publication of the Annual Report. -

(1) The change in inventory turnover rate and days sales outstanding was mainly due to the fact that the company sold 101 original
T-shirts in the middle of 106 years, resulting in a significant decrease in inventory..

(2) The change in receivable turnover rate was mainly due to the structural adjustment of the company's famous products platform
at the end of 107, so the reduction of the company's goods consignment and buyouts and other accounts payable decreased..

(3) The return on assets, return on equity, and pre-tax net profit to paid-in capital ratio were mainly due to the gradual fermentation
growth of the Banner advertising business of the Company, and the rebound in the housing market led to the growth of revenue
and the scale of the platform economy, so net profit growth.

(4) The change in the Cash reinvestment ratio is mainly due to the fact that the cash dividends issued during the period are higher|
than in previous years.

Note 2: In order to concentrate more on the operation of Internet platforms, the Company’s 101 Original T-shirt department was

sold to Newcross Co., Ltd. by the resolution of the Board of Directors on March 14, 2017, and the business transfer and transaction

were completed on June 14, 2017. Since the Department was not a closed business unit or assets to be sold on December 31, 2016,

the consolidated income statement of the previous year was re-edited and the closed business unit and the continued business unit

were separately listed.

The above financial analysis is calculated as follows:

1. Financial structure
(1) Debt to asset ratio = total liabilities / total assets
(2) Long term capital to property, plant and equipment ratio = (total equity + non-current liabilities) /
net property, plant and equipment

2. Solvency
(1) Current ratio = current assets / current liabilities
(2) Quick ratio = (current assets - inventory - prepaid expenses) / current liabilities
(3) Interest coverage ratio = net profit before income tax and interest expense / interest expense in the
current period

3. Operating capacity
(1) Receivable (including accounts receivable and notes receivable due to business) turnover rate =
net sales / average receivables for each period (including accounts receivable and notes receivable due
to business)
(2) Average cash recovery date = 365 / receivables turnover rate
(3) Inventory turnover rate = sales cost / average inventory
(4) Payable (including accounts payable and notes payable due to business) turnover rate = cost of
sales / average balance payable on each period (including accounts payable and notes payable due to
business)
(5) Days sales outstanding = 365 / inventory turnover rate
(6) Property, plant and equipment turnover = net sales / net average property, plant and equipment
value
(7) Total asset turnover rate = net sales / average total assets

4. Profitability
(1) Return on assets = [after tax profit and loss + interest expense x (1 - tax rate)] / average total assets
(2) Return on equity = after tax profit and loss / average equity
(3) Net profit rate = after tax profit and loss / net sales
(4) Earnings per share = (profit or loss attributable to parent company owner - special dividend) /
weighted average number of issued shares
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5. Cash flow
(1) Cash flow ratio = net cash flow from operating activities / current liabilities.

(2) Cash flow adequacy ratio = net cash flow from operating activities in the last five years / (capital
expenditure + inventory increase + cash dividend) in the last five years

(3) Cash reinvestment ratio = (net cash flow from operating activities - cash dividends) / (gross

property, plant and equipment + long term investment + other non-current assets + working capital)
6. Leverage:

(1) Operating leverage = (net operating income - changing operating costs and expenses) / operating
profit.

(2) Financial leverage = operating profit / (operating profit - interest expense)
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3. Supervisors’ s Report for the Most Recent Year :

ADDcn Technology Co., Ltd

Supervisors’ Review Report

The Board of Directors has prepared the business report, the financial statements,
and the earnings distribution of the Company for the year of 2018. Among them, the
financial statements have been reviewed by KPMG Accountant Yu, Sheng-Ho and
Accountant Wu, Mei-Pin appointed by the Board of Directors, and the audit report has

been issued.

The above-mentioned business report, financial statements, and earnings
distribution have been reviewed by the supervisors. We considered that there is no
inconsistency. In accordance with the provisions of Article 219 of the Company Act,

the report is prepared and submitted for inspection.

To

2018 Shareholders’ Meeting of ADDcn Technology Co., Ltd

Supervisor: Rui Qi investment Itd
Supervisor: Huang, Mu-Quan

Supervisor: Chen, Jin-Han

March 14, 2019
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4.
5.

Latest Financial Statements: Please refer to Appendix.

Latest Parent Company Only Financial Statements Audited and Certified by CPAs: Please
refer to Appendix.
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V1I. Review of Financial Conditions, Financial Performance,
and Risk Management

Analysis of Financial Status :

Unit: NT$ thousand; %

Year Difference
Item 2018 2017 Amount %
Current assets 1,422,566 1,601,257 -178,691 -11.16%
Investment by Equity
method ] ] ] ]
Property, plant and 721,207 779,914 58,617 -7.52%
equipment
Intangible assets 111,326 119,151 -7,825 -6.57%
Other assets 436,241 319,434 116,807 36.57%
Total assets 2,691,430 2,819,756 -128,326 -4.55%
Current liabilities 936,547 947,966 -11,419 -1.20%
Long-term liabilities 31,794 27,768 4,026 14.50%
Total liabilities 968,341 975,734 -7,393 -0.76%
Interests attributable to 1,702,374 1,833,813 131439 -7.17%
parent company owner
Common stock 425,790 425,805 -15 0.00%
Capital reserve 421,815 566,585 -144,770 -25.55%
Retained earnings 1,057,324 978,490 78,834 8.06%
Other components of equity -202,555 -137,067 -65,488 47.78%
Non-controlling interests 20,715 10,209 10,506 102.91%
Total equity 1,723,089 1,844,022 -120,933 -6.56%

1. For the changes of 20% or more, and the changes with an amount of NT$10 million or more:

(1) The change in other assets was mainly due to the increase in assets of the Company in the acquisition of
Taichung Office due to operational expansion in the year of 2018.

(2) The change of capital reserve was mainly due to the capital reserve cash dividend in 2017.

(3) The change in other components of equity is mainly due to the unrealized gains and losses of the financial
assets measured by fair value of the Company's other comprehensive profit or loss in the year 2018.

(4) The main reason for the change in non-controlling interests is the simultaneous increase in non-controlling
interests due to the significant growth in the profitability of the transfer investment company.

2. Future countermeasures:

These differences are normal business changes and have no significant impact on the Company's financial situation.
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Analysis of Financial Performance :

Unit: NT$ thousand; %

ltem ear 2018 2017 Difference | % of change
Operating revenues 1,478,744 1,371,193 107,551 7.84%
Operating costs 308,567 296,124 12,443 4.20%
Gross profit 1,170,177 1,075,069 95,108 8.85%
Operating expenses 441,917 472,792 -30,875 -6.53%
Operating income 728,260 602,277 125,983 20.92%
Non-operating income and 0
expenses 25,393 10,968 14,425 131.52%
Income from continuing

operations before income 753,653 613,245 140,408 22.90%
tax

Income tax expense 147,849 108,520 39,329 36.24%
Continued business unit 605,804 504,725 101,079 20.03%
net income

closed business unit profit i 134,990 i i
(loss)

Net income 605,804 639,715 -33,911 -5.30%
Other comprehensive -81,804 -63,253 -18,551 29.33%
income (net after tax)

Total comprehensive 524,000 576,462 52,462 -9.10%
income

Net profit attributable to

the Stockholders of the 595,540 634,379 -38,839 -6.12%
parent

Total comprehensive

income (loss) attributable i 0 020
to the Stockholders of the 514,395 571,126 56,731 9.93%
parent

For the changes of 20% or more, and the changes with an amount of NT$10 million or more:

(1) Operating net profit, net profit before tax and net profit change of continuing business units in the current
period mainly due to the gradual fermentation growth of the Banner advertising business of the Company;,
and the housing market economy rebounded to revenue growth, the platform economy scale appeared, so the
operating net profit and tax before Net profit and continuing business unit's net profit growth for the period.

(2) Changes in non-operating income and expenses were mainly due to exchange rate fluctuations in 106 years,
resulting in large exchange losses, and changes were small in 107 years.

(3) The change in the business unit (loss) is mainly due to the fact that the company sold 101 original T-shirts in
the middle of 106 years.

(4) The change in income tax expenses is mainly due to the increase in income tax expenses due to the
adjustment of the 107 annual tax rate and the increase in net profit before tax.

(5) The change in other comprehensive profit or loss (net after tax) for the period is mainly due to the unrealized
gains and losses of financial assets measured at fair value through other comprehensive gains and losses.

To set the Company’s annual performance target according to the industrial environment
and the future supply and demand situation of the market, and considering the number of
members and past business performance. In addition, we will strengthen the efficiency of
internal management, improve business performance and increase the launch of new
undertakings. It is expected that the Company's future sales will be able to maintain a
sustained growth.
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3.
3.1

3.2

3.3

Analysis of Cash Flow :

Cash Flow Analysis for the Current Year :
Unit: NT$ thousand; %

% of change
Item 2018 2017 Amount %
Operating activities 675,945 662,769 13,176 1.99%
Investment activities 35,648 -107,341 142,989 133.21%
Fund-raising activities -658,540 -636,446 -22,094 -3.47%
Exchange rate impact -1,251 -4,957 3,706 74.76%
Net cash flow 51,802 -85,975 137,177 160.25%
The main reasons for the recent changes in cash flow are as follows:
(1) Changes in investment activities and net cash flows were mainly due to cash outflows arising from the
acquisition of financial assets for sale by the Company in 2017

Remedy for a lack of liquidity :

The Company's net cash flow in recent years is a net outflow, mainly due to cash
dividends and investment in financial products, and there is no cash shortage.

Analysis of cash flow in the coming year :

It is anticipated that revenue will continue to grow in the coming year, and the Company
is at the stage of growth and profitability, so there is no risk of insufficient liquidity or cash
shortage.

Major Capital Expenditure Items :

Due to the good operation of the Company, stable cash inflows from operating activities
and no significant capital expenditure in the past year, so there is no significant financial
impact to the Company.
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Investment Plans for the Coming Year :

5.1

Reinvestment policy in the past year :

Investment Policy in the Last Year, Main Causes for Profits or Losses, Improvement Plans and

Based on the operational needs and future development considerations, the Company
makes re-investment mainly in the related fields of the industry in order to enhance the overall
operating performance of the Company.

Unit: NT$ thousand

Recognition Investmen
) .| of profits . ) t plan in
Re-investment  [Shareholding dl Poli Major reasons for profit or |Improvem i
and losses olic e
company ratio . y loss ent plan .
in the past coming
year year
Recognition of business
ADDCN Technolo . . .
(Samoa) Co,, Lt dgy 100% 12,8460ffshore holding company benefits of re-invested - -
h Companies
Providing website
maintenance and customer . .
addcn Technology services to ADDen Providing labor services and
(Shenzhen) Co., Ltd 100% 10,913 cost control well.
Technology (Hong Kong)
Co., Ltd
ADDcn Technolo
(Hong Kon )Cogy Expanding overseas market 1Us just established, and to
g Ltd g)~0. 70% 1,951=XP g gain visibility in the market.
'The company's deep
. . . cultivation in the industr
digit marketing Management of website complements the Com a>r/1 o
Co,, Ltd 33.29% 15'00551dvertising solicitation P pany
brand awareness and
enhances profitability.

Note: Lost controlling right in October 2018.

5.2 Main reasons for profit or loss and improvement plan :

The main reason for the loss of the Company's reinvestment ADDcn Technology (Hong
Kong) Co., Ltd is that it has just been established and needs to open up brand awareness in the
market, so it invests a lot of marketing expenses. The company has accumulated a
considerable number of members, network traffic and items, and the management team has
launched different sales portfolios to test local consumption patterns, so the loss has been
reduced compared with the previous period, and should be able to turnaround in future.

5.3

Investment plan in the coming year: None.
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6.
6.1

6.2

6.3

6.4

Analysis of Risk Management :

Effects of Changes in Interest Rates, Foreign Exchange Rates and Inflation on Corporate
Finance, and Future Response Measures
(1)Interest rate
he Company does not have bank loans. It is estimated that there will be no demand for
loans within one year. Therefore, changes in interest rates should not increase the expenses
of the Company. The company's capital is mainly deposited, demand and fixed. Interest
income in 2017 and 2018 is NT$ 6,031 thousand and NT$ 6,117 thousand respectively,
accounting for 0.44% and 0.41% of net operating income, respectively. The ratio is little,
and the impact on the Company's profit and loss is limited.
(2)Foreign exchange rates
The Company's purchases and sales are mainly denominated in NT$, and the exchange
benefits (losses) of each year mainly come from the collection and payment of labor costs
between the related companies. In the past two years, the proportion of combined exchange
gains and losses to net revenue and operating interests is less than 1%. It is obvious that
exchange rate fluctuations do not have a significant impact on the company's profits and
losses.
(3)Inflation
Up to now, the Company has not had a significant impact on inflation. We will
continue to pay close attention to the overall price and market changes, adjust the price and
control the cost structure properly to adapt to the market environment.

Policies, Main Causes of Gain or Loss and Future Response Measures with Respect to
High-risk, High-leveraged Investments, Lending or Endorsement Guarantees, and Derivatives
Transactions

The Company has focused on the operations of the industry and the financial operations
are based on the principle of conservative and stable, and are not engaged in high-risk and
highly leveraged investments. We have relevant operating procedures for loans to others,
endorsements and guarantees and derivative trading. As of the date of publication of the
prospectus, the Company did not have the matters of loans to others, endorsements and
guarantees and derivative trading.

Future Research & Development Projects and Corresponding Budget

The Company's future R&D plan will continue to optimize the services of the original
entrance website and develop new application services by utilizing the accumulated
knowledge and technology of the Company's Internet architecture. By providing new, diverse
and convenient features to enhance the cohesion of customers, attract new members, and
continue to expand market share, and move toward the development, operation, and promotion
of Internet industry.

The R&D expenses of the Company in 2017 and 2018 are NT$ 64,482 thousand and NT$
54,682 thousand respectively, accounting for 4.70% and 3.70% of the annual revenue
respectively. In the future, we will continue to invest R&D resources and develop new
products that meet market trends and customer needs according to the Company's operating
conditions, profit targets and product development plans.

Effects of and Response to Changes in Policies and Regulations Relating to Corporate Finance
and Sales

The Company not only follows the domestic and international laws and regulations, but
also pays attention to the development trend of domestic and foreign policies and changes in
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6.5

6.6

6.7

6.8

6.9

regulations. Professionals are appointed to accept relevant courses of internal and external
training from time to time in order to fully grasp the domestic and foreign changes of political
and economic situation. Up to now, the company's financial business has not been significantly
affected by changes in domestic and foreign policies or laws.

Effects of and Response to Changes in Technology and the Industry Relating to Corporate
Finance and Sales

With the progress of technology, the rapid growth of global computer usage and the
upgrading of broadband services in recent years, the penetration rate of computers and Internet
has become higher and higher, and the lifestyle has changed accordingly. Since its
establishment, the Company has continuously upgraded its service quality and dedicated itself
to providing new online functions. It has also actively sought new applications of related
information services, providing convenience and integrity of the platform. We always pay
attention on the technological changes of the industry and the development trend of
e-commerce, respond quickly and grasp the opportunity to increase profits. Therefore,
technological and industrial changes have a positive impact on the Company's financial and
business.

The Impact of Changes in Corporate Image on Corporate Risk Management, and the
Company’s Response Measures

Since its establishment, the Company has been focusing on its own business, product
development, internal management and strict compliance with relevant laws and regulations.
So far, nothing has happened to affect the corporate image. In the future, we will follow the
relevant laws and regulations, implement various corporate governance requirements, consult
relevant experts in time to reduce the occurrence of such risks and their impact on the
Company's financial and business.

Expected Benefits from, Risks Relating to and Response to Merger and Acquisition Plans

As of the date of publication of the prospectus in the past year, there are no ongoing
M&A, and no M&A for other companies. The Company has set up a “M&A Special
Committee”. In the future, if there is a plan for M&A, it will adopt a prudent assessment
attitude, consider the combined effect and submit it to the M&A Special Committee for
consideration to ensure the protection of shareholders' equity.

Expected Benefits from, Risks Relating to and Response to Factory Expansion Plans

The Company is not a manufacturing and not applicable of expanding plant. In addition,
the Company's planning for expanding websites will assess the risks and propose strategies to
deal with them through operational planning, market assessment, product design and financial
estimation.

Risks Relating to and Response to Excessive Concentration of Purchasing Sources and
Excessive Customer Concentration

(1)Purchase:

The Company’s 8591(Virtual Treasure Trading), 591(Property Trading), 8891(Cars
Trading) and 518 (Human Resource) are Internet trading platform providers, and not
applicable of physical purchase and manufacturing. There is no risk of concentration of
purchase.

In addition, the Company's 101 Original T-shirt sells clothing to a number of apparel
factories, there is no risk of concentration of purchase.
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(2)Sales:

Due to the characteristics of the Company's industry, there is no specific sales target,
and the total revenue of the top ten customers only accounts for less than 10% of the
Company's total revenue, so there should be no risk of concentration of sales. -

6.10

Effects of, Risks Relating to and Response to Large Share Transfers or Changes in

Shareholdings by Directors, Supervisors, or Shareholders with Shareholdings of over 10%

As of the date of publication of the prospectus in the past year, the Company has no mass
share transfer of or change of Directors, Supervisors or shareholders holding more than 10%
of the Company's shares.

6.11

Effects of, Risks Relating to and Response to the Changes in Management Rights

The Company's ownership is mainly concentrated in the supervisors, directors and
employees. They have a strong sense of mission to the company and have long participated in
the Company's major decisions, resulting in the Company's high growth and good business
performance in recent years. In the future, we will also adhere to the sound and honest
management concept and ethics in order to win the recognition of all shareholders to the
management team. Therefore, the Company does not have the impact and risk of the change of
management.

6.12 Litigation or Non-litigation Matters

(1)Major ongoing lawsuits, non-lawsuits or administrative lawsuit

NT$: million
Part Litigation Amount Fact Current status as of the date of
y start date involved publication of the annual report
_— The plaintiff has filed a criminal
Plaintiff: Feng .
. . I complaint. The case was settled out of
Huang Ming IThe Company's website is suspected
Technology of plagiarizing the execution contentCOl.th on March 21, 2011. The Company
July 14, 2010 — d paid NT$700 thousand for Feng Huang
Co., Ltd of the website owned by Fend,. -

) . Ming and provided free text
Defendant: The Huang Ming Technology Co., Ltd. dverti he h f51d
Company advertisements on_t e home page of 51

Tasker (Outsourcing) for two months.
Plaintiff:104 IThe Company's website invoIvesThe lawsuit amount requested by thg

Corporation

illegal infringement of 104

plaintiff is NT$105 thousand. The casq

Defendant: The August 22, 2011 1.05 Corporation's business secrets an dwas settled out of court on October 7,
Com an. violgtion of fair competition 2011. The Company paid NT$609
pany P ' thousand to 104 Corporation.
The lawsuit amount requested by the
Plaintiff: Lin, plaintiff in this case was NT$3,000
thousand and an apology was revealed
o-Yu, as the . L . .
IThe Company's website involvegin the designated newspaper. The casq
Rental and L . .
Sales Report September 15, 3.00 infringing copyright of Lin, o-Yujwas settled out of court on December
Maaazine 2011 ' as the Rental and Sales Reportl5, 2011. The Company paid NT$650
g . Magazine. thousand and published an apology in
Defendant: The . .
Company the designated newspaper for Lin,
o-Yu, as the Rental and Sales Report
Magazine.
Plaintiff; Sun, Members of the Company's website
o-Yang, Xu, reported that the plaintiffs sold thgThe plaintiff did not appeal to the court,
October 16, N : g ' | .
o-Cheng 012 1.00 |illegally acquired game points, sqthat is, a decree, so it has no impact on
Defendant: The we suspended the account that thethe company's financial or business.
Company plaintiff applied for at the Company.
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Part Litigation Amount Fact Current status as of the date of
Y start date involved publication of the annual report
The  plaintiffs  requested the
restoration of the plaintiffs’
accounts and compensation off
NT$1,000 thousand.
104 Corporation litigation case, the casq
cannot be appealed, the second instancq
was decided by Dec. 4, 2013
Plaintiff:104 . , L judgement, the judgment is as follows:
Corporation Complalnt 1.575 The Com_pan_ys website InVOIVeSThe main text: "The company shall pay
Defendant: The received on May illegal  infringement ~ of 104NT$1OO thousand to 104 Corporation
' 15, 2013 Corporation's business secrets. - P
Company and interest calculated at an annual
interest rate of 5% from May 16, 2013
to the liquidation date." It has no effect
on the Company's financial or business.
The  plaintiff ~ requested  the
bl 2intiff: defendant to pay the plaintiff
i NT$100,000 thousand due to theAt present, the Company has prevailed,
HouseFun - i : .
. dispute between R.O.C PatenfThe plaintiff's lawsuit and the claim of
International [December 19, . I . ;
100 [M476330 and the applicationprovisional  execution  filed by
Co., Ltd 2014 s :
) product of the  defendant'yHouseFun International Co., Ltd havg
Defendant: The .. ina)" (includi .
Company 591(Propgrty Trading)" (includingbeen rejected.
but not limited to the 10S and
Android versions).
In the first instance, Wang Ba Companyf
Plaintiff: Taipei IThe plaintiff brought a lawsuitwas awarded a partial victory. The casq

Financial Center

Corporation

Defendant: The
Company

Complaint
received on
April 21, 2017

lagainst the defendant to exclude the
infringement of trademark rights
because of the trademark of the
“VIP Brands Outlet”.

is currently in the Intellectual Property
Court. The second instance is awaiting
appeal, so it is impossible to predict thd
probability of the case and the exact

number of impacts.

In the above lawsuit cases, the company paid NT$195 thousand in 2011. This amount
only accounted for 0.63% of the net profit before tax in 2011. It has no significant impact
on the shareholders' equity or securities prices of the Company.

In 2012 and 2011, our company fined NT$300 and NT$600 for falsely advertising
violations of the Fair Trade Act, which accounted for only 0.08% and 0.19% of the pre-tax
net profit in 2012 and 2011, and had no significant impact on our shareholders' equity or
securities prices.

In March 2013, Cathay Pacific Bank was entrusted to open a trust account to keep the
transaction funds collected from its members by the Company’s « " 8591(Virtual Treasure
Trading)”. Subsequently, in September 2013, E.Sun Bank was commissioned the collection
and payment service for "8591(Virtual Treasure Trading)".
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(2)Major ongoing lawsuits, non-lawsuits or administrative lawsuits caused by directors,
supervisors or shareholders with over 10% shareholdings :

Party

Litigation start
date

Amount
involved

Current status as of the date of

Fact publication of the annual report

The Company:
Chairman Liao,
o-Fang
Director Wang,
o-Yu

General
[Manager Wu,
o-Hsien

September 4, 2014

On November 28, 2013, thgThe judgement was not guilty in first
Taiwan New Taipei Districlinstance. The second instance wag
Prosecutors Office directed thgnotified by the Criminal Court of thq
Northern Region Mobile Unit offTaiwan High Court on November 03
the Investigation Bureau of th€2017. At present, the case belongs to the
Ministry of Justice to thgTaiwan High Court and is still awaiting
company's "8591(Virtuallitigation. It is impossible to predict the
Treasure Trading)" forprobability and the exact number of
investigation of the paymentimpacts.
mechanism involves stored valu

and there is a violation of th

"Act Governing Issuance 0
Electronic Stored Value Cards" ,

and asked the relevant personne

to provide explanations. Thi

case was prosecuted by th

Taiwan New Taipei Distric
Prosecutors Office.

7. Other Major Risks : None -
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VI111. Special Disclosure

Summary of Affiliated Companies : Please refer to page 75 of the Chinese annual report.

Private Placement Securities in the Most Recent Years: None.

Shares in the Company Held or Disposed of by Subsidiaries in the Most Recent YearsNone.

Other Necessary Supplementary Notes :

Handling of Going TPEx Commitments :

Going TPEx Commitments

Handling of Commitments

(1)

Commitment to add "The company may not abandon the capital increase of
ADDCN Technology (Samoa) Co., Ltd (hereinafter referred to as ADDCN
(Samoa) for the next years. Digital Technology (Samoa) shall not give up the
future capital increase of addcn Technology (Shenzhen) Co., Ltd or the next
years. In the future, if the Company has to abandon the capital increase or
dispose of the above companies by the capital increase consideration or other
agreement of the Taipei Exchange, it must subject to a special resolution of the
Board of Directors." to "Procedures for Acquisition and Disposal of Assets". If
any amendments are made thereafter, the disclosure of important information
from the Public Information Observatory shall be entered and reported to the
Republic of China Counter Trading Center, a consortium legal person, for
reference. If the procedure is revised, it should be posted into the MOPS and
reported to the Taipei Exchange for future reference.

The company has written to
promise that it will be handled
in accordance with the relevant
provisions in the future. The
Board of Directors and the
Shareholders' Meeting have
adopted the
commitments listed in the left
column on March 20, 2014 and

June 13, 2014, respectively.

additional

)

Commitment the Taipei Exchange may, if necessary, require the Company to
entrust an accountant or institution designated by the Taipei Exchange to
conduct external professional inspection in accordance with the scope of
inspection designated by the Taipei Exchange, and submit the inspection
results to the Taipei Exchange, and the Company shall bear the relevant
expenses.

The company has written to
promise that it will be handled
in accordance with the relevant
provisions in the future.
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Stock Code:5287

Addcn Technology Co., Ltd. AND SUBSIDIARIES

Consolidated Financial Statements

With Independent Auditors’ Report
For the Years Ended December 31, 2018 and 2017

Address: 10F, No.12, In. 609, Sec. 5, Chongxin Rd., Sanchong Dist.,
New Taipei City 241, Taiwan (R.0.C.)

Telephone: +886-2-2999-5691

The independent auditors’ report and the accompanying consolidated 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 langnage independent auditors” report and consolidated financial statements, the Chinese version shall prevail.
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Representation Letter

The entities that are required to be included in the combined financial statements of Adden Technology Co.,
Ltd. as of and for the year ended December 31, 2018 under the Criteria Governing the Preparation of
Affiliation Reports, Consolidated Business Reports, and Consolidated Financial Statements of Affiliated
Enterprises are the same as those included in the consolidated financial statements prepared in conformity with
International Financial Reporting Standards No. 10 by the Financial Supervisory Commission, "Consolidated
and Separate Financial Statements." In addition, the information required to be disclosed in the combined
financial statements is included in the consolidated financial statements. Consequently, Adden Technology Co.,
Ltd. and its Subsidiaries do not prepare a separate set of combined financial statements.

Company name: Addcn Technology Co., Ltd.
Chairman: Shi-Fang Liao
Date: March 14, 2019
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Independent Auditors’ Report

To the Board of Directors of Adden Technology Co., Ltd.:
Opinion

We have audited the consolidated financial statements of Adden Technology Co., Ltd. and its subsidiaries (“the
Group™), which comprise the consolidated statement of financial position as of December 31, 2018 and 2017,
and 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 significant accounting

policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 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 with the International Financial
Reporting Standards (“IFRSs”), International Accounting Standards (“IASs™), interpretation as well as related
guidance endorsed by the Financial Supervisory Commission of the Republic of China.

Basis for Opinion

We conducted our audit in accordance with the Regulations Governing Auditing and Certification of Financial
Statements by Certified Public Accountants and the auditing standards generally accepted in the Republic of
China. Our 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 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. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis of 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 of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming in our opinion thereon, and we do not
provide a separate opinion on these matters. In our professional judgments, key audit matters to be
communicated in the independent auditor’s report are listed below:

1. Impairment assessment of intangible assets

Please refer to note 4(n) for the accounting policy of intangible assets, note 5(a) for information about
assumptions and estimation uncertainties of impairment of intangible assets, and note 6(m) for change in
intangible assets.

Description of key audit matter:

The Group identified goodwill, customer relationship, job hunting member database, computer software,
brands and trademarks through merger and acquisition. Those intangible assets varies with business cycle
affected by the market; furthermore, there is a high uncertainty of estimation. Therefore, impairment of
intangible assets is a key audit matter in our audit of the consolidated financial statements.
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How the matter was addressed with our audit:

Our principal audit procedures included: evaluating the CGU with potential impairment that management
identified and their external and internal indicators of impairment based on the understanding of the Group,
assessing the accuracy of past predictions, examining the bookkeeping records and computation table the
management used to measure the recoverable amounts of CGU, measuring the rationality of every
assumption used in the preparation of forecasting the future cash flows and recoverable amounts, as well as

evaluating whether impairment assessment is disclosed properly.

2. Revenue recognition

Please refer to note 4(p) for the accounting policy of revenue and note 6(w) and note 6(x) for composition of
revenue.

Description of key audit matter:

Sales revenue of the Group is mainly generated from operating online platforms. Revenue recognition varies
by different trading type and economic substance. Besides, there is large quantity of sales traded through
online platforms, increasing misstatement risk of revenue recognition. Therefore, revenue recognition is a
key audit matter in our audit of the consolidated financial statements.

How the matter was addressed in our audit:

Our principal audit procedures included: understanding trading model of each online platform to assess
whether each revenue recognition policy is complied with statements of auditing standards, applying
computer auditing skills on testing implementation of control for online platform revenue records, and
examining the amount between transaction on online platforms and book value of revenue.

Other Matter

Addcn Technology Co., Ltd. has additionally prepared its parent-company only financial statements as of and
for the years ended December 31, 2018 and 2017, on which we have issued an unqualified 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 and with
the IFRSs, IASs, IFRC, 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 eITor.

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 supervisors) are responsible for overseeing the Group’s financial
reporting process.
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4.2

Auditor’s 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 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 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 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 auditor’s 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 appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are

responsible for the direction, supervision and performance of the group audit.

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 consolidated 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 Sheng-Ho Yu and Mei-
Ping Wu.

KPMG

Taipei, Taiwan (Republic of China)
March 14, 2019

Notes to Readers

The accompanying consolidated financial statements are intended only to present the consolidated statement of 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 consolidated financial statements are

those generally accepted and applied in the Republic of China.

The independent auditors’ report and the accompanying consolidated 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 auditors’ report and consolidated financial statements, the Chinese version shall prevail.
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

Adden Technology Co., Ltd. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
For the years ended December 31, 2018 and 2017

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

Net sales revenue (note 6(w)(x) and 7)
Operating costs (note 6(g))
Gross profit (loss) from operations
Operating expenses (note 6(f)(m)(r)(u)(y) and 7):
Selling expenses
Administrative expenses
Research and development expenses
Tmpairment loss determined in accordance with TFRS 9
Total operating expenses
Net operating income (loss)
Non-operating income and expenses:
Interest income
Gain on disposal of investments (note 6(c)(j))
Rent income (note 6(q) and 7)
Dividend income (note 6(c))
Other income, others (note 6(z) and 7)
Share of profit of associates and joint ventures accounted for using equity method (note 6(h))
Foreign exchange losses
Miscellaneous expense
Loss on disposal of property, plant and equipment
Total non-operating income and expenses
Profit (loss) from continuing operations before tax
Less: income tax expenses (note 6(s))
Profit from continuing operations
Profit (loss) from discontinued operation (note 12(c)):
Loss from discontinued operation, net of tax
Gain on disposal of assets or disposal groups constituting discontinued operation, net of tax
Total profit from discontinued operation
Profit
Other comprehensive income:
Items that may not be reclassified subsequently to profit or loss

Unrealized gains (losses) from investments in equity instruments measured at fair value through other comprehensive income
Income tax related to components of other comprehensive income that will not be reclassified to profit or loss

Items that may be reclassified subsequently to profit or loss (note 6(aa))
Exchange differences on translation
Unrealized gains (losses) on available-for-sale financial assets

Unrealized gains (losses) from investments in debt instruments measured at fair value through other comprehensive income
Income tax related to components of other comprehensive income that will be reclassified to profit or loss

Components of other comprehensive income that will be reclassified to profit or loss
Other comprehensive income, net
Total comprehensive income
Profit, attributable to:

Owners of parent

Non-controlling interests

Comprehensive income attributable to:
Owners of parent
Non-controlling interests

Basic earnings per share (NT dollars) (note 6(v))
From continuing operation
From discontinued operation

Total basic earnings per share

Diluted earnings per share (NT dollars) (note 6(v))
From continuing operation
From discontinued operation

Total diluted earnings per share

See accompanying notes to consolidated financial statements.

2018 2017
__Amount % _Amount =~ %
$ 1478744 100 1,371,193 100

308,567 _ 21 206,124 _ 22
1,170.177 _ 79 _ 1075069 _ 78

176,472 12 189,669 14

199,392 13 218,641 16

54,862 4 64,482 4

11,191 _ 1 - -

441917 _ 30 472,792 _ 34
728260 _ 49 602,277 _ 44

6,117 1 6,031 -

1,921 - - -

1,132 - 1,705 -

400 - - -
17,762 1 12,627 1
18 - - -
(1,232) - (7,148) -
(784) - (2,246) -
(an _ - Qy -
25393 _ 2 10968 _ 1
753,653 51 613,245 45
147,849 _ 10 108,520 _ 8
605,804 _ 41 504,725 _ 37

- & (7379 (D

- - 142369 _ 11

- - 134,990 _ 10

605,804 _ 41 639715 _ 47

(66,729)  (5) - -

(12,156) (1) (10,870) (1)

- - (52,383) (4)

(2,919) - - -

(15.075) __(1) (63.253) __(5)

(81.804) _ (6) {63.253) __(5)
$__ 524,000 _ 35 576,462 _ 42
$ 595540 40 634,379 47

10264 _ 1 5336 _ -
§___605.804 _ 41 639,715 _ 47
$ 514,395 35 571,126 42

9.605 _ - 5336 _ -
§__ 524,000 _ 35 576,462 _ 42
$ 14.04 11.81

- 3.19
$ 14.04 15.00
$ 13.93 11.71
- 3.16
$ 13.93 14.87
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

Addcn Technology Co., Ltd. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For the years ended December 31, 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars)

2018 2017
Cash flows from (used in) operating activities:
Profit from continuing operations before tax 5 753,653 613,245
Profit from discontinued operation before tax - 163,488
Profit before tax 753,653 716,733
Adjustments:
Adjustments to reconcile profit (loss):
Depreciation expense 28,523 27,022
Amortization expense 9,458 9,136
Expected credit loss / Provision for bad debt expense 11,191 397
Interest income (6,117) (6,031)
Dividend income (400) ~
Share-based payments transcations 19,308 35,657
Share of profit of associates and joint ventures accounted for using (118) -
equity method
Loss on disposal of property, plan and equipment 41 1
Property, plan and equipment transferred to expenses 5 -
Gain on disposal of investments . (240) -
Gain on disposal of investments accounted for using equity method (1,681) -
Unrealized foreign exchange loss (gain} (55) 2,584
Gain on sale of discontinued operation - (172,425)
Gain from price recovery of inventory (5.700) -
Total adjustments to reconcile profit (loss) 54215 (103,659)
Changes in operating assets and liabilities:
Changes in operating assets:
Notes and accounts receivable (16,008) (55,446)
Accounts receivable due from related parties (20,781) -
Inventories 10,479 32,912
Other current assets 5,369 21,622
Other financial assets , 9,659 {56.665)
Total changes in operating assets (11,282) {57.577)
Changes in operating liabilities:
Notes and accounts payable (2,137 (4,005)
Accounts payable to related parties 17,787 -
Other payable ‘ (51,776} 102,839
Other payable to related parties 6,962 -
Advance sales receipts 15,603 19,896
Other current liabilities (644) 2,757
Receipts under custody 27.976 43.540
Total changes in operating liabilities 13,771 165.027
Total changes in operating assets and liabilities 2.489 107,450
Total adjustments 56,704 3,791

See accompanying notes o consolidated financial statements.
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)
Adden Technology Co., Ltd. AND SUBSIDIARIES

Consolidated Statements of Cash Flows
For the years ended December 31, 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars)

Cash inflow generated from operations
Interest received
Iricome taxes paid
Net cash flows from (used in) operating activities
Cash flows from (used in) investing activities:

Acquisition of financial assets at fair value through other comprehensive
income

Proceeds from disposal of financial assets at fair value through other
comprehensive income

Acquisition of financial assets at fair value through profit or loss

Acquisition of available-for-sale financial assets

Proceeds from disposal of available-for-sale financial assets

Acquisition of financial assets measured at cost

Proceeds from disposal of subsidiaries

Proceeds from disposal of discontinued operation

Acquisition of property, plant and equipment

Decrease in refundable deposits

Acquisition of intangible assets

Acquisition of investment properties

Decrease (increase) in other financial assets

Dividends received

Net cash flows from (used in) investing activities

Cash flows from (used in) financing activities:

Increase in guarantee deposits received

Cash dividends paid

Contribution by non-controlling interests

Net cash flows from (used in) financing activities

Effect of exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

See accompanying notes to consolidated financial statements.

2018 2017
810,357 780,524
6,152 6,016
(140,564) (123,771)
675,945 662,769
(67,073) -
10,288 -
(22,340) -
- (250,803)
- 50,000
- (27,628)
(25,955) -
- 164,350
(17,683) (7,370)
177 709
(1,942) 2,159)
(66,463) -
226,239 (34,440)
400 -
35,648 (107,341)
4,200 2,466
(659,998) (638,745)
(2,742) (167)
(658,540) (636.446)
(1,251) (4,957)
51,802 (85,975)
628,363 714,338
680,165 628,363




(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

Addcn Technology Co., Ltd. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
For the years ended December 31, 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

(1) Company history

Adden Technology Co., Ltd. (the “Company™) was incorporated in January 23, 2007 as a company limited
by shares and registered under the Ministry of Economic Affairs, ROC. The Company was registered in
10F, No.12, Lane 609, Sec 5, Chungshin Rd., Sanchung Dist., New Taipei City. The consolidated
financial statements of the Group as of and for the year ended December 31, 2018 comprised the financial
statements of the Company and its subsidiaries (together referred to as the “Group” and individually as
“Group entities”). The major business activities of the Company are online trade platform operation and
services. Please refer to note 14 for related information of the Group entities’ main business activities.
Since January 20, 2014, the Company's ordinary shares have been listed on the Taiwan Over-The-Counter
Securities Exchange (Gre Tai Securities Market).

(2) Approval date and procedures of the consolidated financial statements:

These consolidated financial statements were authorized for issuance by the Board of Directors on March
14, 2019.

(3) New standards, amendments and interpretations adopted:

(a) The impact of the International Financial Reporting Standards (“IFRSs™) endorsed by the Financial
Supervisory Commission, R.O0.C. (“FSC”) which have already been adopted.

The following new standards, interpretations and amendments have been endorsed by the FSC and
are effective for annual periods beginning on or after January 1, 2018.

Effective date
New, Revised or Amended Standards and Interpretations per JASB
Amendment to IFRS 2 “Clarifications of Classification and Measurement of January 1,2018
Share-based Payment Transactions™
Amendments to IFRS 4 “Applying IFRS 9 Financial Instruments with [FRS 4 January 1,2018
Insurance Contracts™

IFRS 9 “Financial Instruments™ January 1,2018
IFRS 15 “Revenue from Contracts with Customers” January 1, 2018
Amendment to IAS 7 “Statement of Cash Flows -Disclosure Initiative” January 1, 2017
Amendment to IAS 12 “Income Taxes- Recognition of Deferred Tax Assets for ~ January 1, 2017
Unrealized Losses”
Amendments to IAS 40 “Transfers of Investment Property” January 1, 2018
Annual Improvements to [FRS Standards 2014-2016 Cycle:
Amendments to IFRS 12 Januvary 1, 2017
Amendments to IFRS 1 and Amendments to IAS 28 January 1, 2018
IFRIC 22 “Foreign Currency Transactions and Advance Consideration” January 1, 2018

{Continued)
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Addcn Technology Co., Ltd. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

Except for the following items, the Group believes that the adoption of the above IFRSs would not
have any material impact on its consolidated financial statements. The extent and impact of
signification changes are as follows:

®

IFRS 15 “Revenue from Contracts with Customers™

IFRS 15 establishes a comprehensive framework for determining whether, how much and
when revenue is recognized. It replaces the existing revenue recognition guidance, including
IAS 18 “Revenue” and IAS 11 “Construction Contracts”. The Group applies this standard
retrospectively with the cumulative effect, it need not restate those contracts, but instead,
continues to apply IAS 11, IAS 18 and the related Interpretations for comparative reporting
period. The Group recognizes the cumulative effect upon the initially application of this
Standard as an adjustment to the opening balance of retained earnings on January 1, 2018.

The Group uses the practical expedients for completed contracts, which means it need not
restate those contracts that have been completed on January 1, 2018.

The following are the nature and impacts on changing of accounting policies:
1)  Sales of goods

For the sale of products, revenue is currently recognized when the goods are delivered to
the customers’ premises, which is taken to be the point in time at which the customer
accepts the goods and the related risks and rewards of ownership transfer. Revenue is
recognized at this point provided that the revenue and costs can be measured reliably, the
recovery of the consideration is probable and there is no continuing management
involvement with the goods. Under IFRS 15, revenue will be recognized when a
customer obtains control of the goods.

2)  Rending of services

The Group provides digital advertising platforms and related services. If the services
under a single arrangement are rendered in different reporting periods, then the
consideration is allocated on a relative fair value basis between the different services.
Revenue is currently recognized using the stage-of-completion method. Under IFRS 15,
the total consideration in the service contracts will be allocated to all services based on
their stand-alone selling prices. The stand-alone selling prices will be determined based
on the list prices at which the Group sells the services in separate transactions.

3} Commission

For commissions earned by the Group, the Group has determined that it acts in the
capacity of an agent for certain transactions. Under IFRS 15, the assessment will be
based on the whether the Group controls the specific goods before transferring to the end
customer, rather than whether it has exposure to significant risks and rewards associated
with the sale of goods.

(Continued)
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Addcn Technology Co., Ltd. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

4}  Impacts on financial statements

The cumulative effect upon the initially application of IFRS 15 is zero , and this change
of accounting policy has no effect on its consolidated financial statement, that is, the
information of consolidated financial statement which does not apply IFRS 15 is the
same as this consolidated financial statement. Therefore, there is no need to disclose the
consolidated financial statement without applying IRFS 15.

IFRS 9 “Financial Instruments”

IFRS 9 replaces IAS 39 “ Financial Instruments: Recognition and Measurement” which
contains classification and measurement of financial instruments, impairment and hedge

accounting,. ‘

As a result of the adoption of IFRS 9, the Group adopted the consequential amendments to IAS
1 “Presentation of Financial Statements” which requires impairment of financial assets to be
presented in a separate line item in the statement of profit or loss and OCL. Previously, the
Group's approach was to include the impairment of trade receivables in administrative
expenses. Additionally, the Group adopted the consequential amendments to IFRS 7 Financial
Instruments: Disclosures that are applied to disclosures about 2018 but generally have not been
applied to comparative information.

The detail of new significant accounting policies and the nature and effect of the changes to
previous accounting policies are set out below:

1)  Classification of financial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets: measured at
amortized cost, fair value through other comprehensive income (FVOCI) and fair value
through profit or loss (FVTPL). The classification of financial assets under IFRS 9 is
generally based on the business model in which a financial asset is managed and its
contractual cash flow characteristics. The standard eliminates the previous IAS 39
categories of held to maturity, loans and receivables and available for sale. Under IFRS
9, derivatives embedded in contracts where the host is a financial asset in the scope of
the standard are never bifurcated. Instead, the hybrid financial instrument as a whole is
assessed for classification. For an explanation of how the Group classifies and measures
financial assets and accounts for related gains and losses under IFRS 9, please see note

4g)-

The adoption of IFRS 9 did not have any significant impact on its accounting policies on
financial liabilities.

2) Impairment of financial assets

IFRS 9 replaces the incurred loss’ model in IAS 39 with the ‘expected credit loss’
(ECL) model. The new impairment model applies to financial assets measured at
amortized cost, contract assets and debt investments at FVOCI, but not to investments in
equity instruments. Under IFRS 9, credit losses are recognized earlier than they are under
IAS 39 — please see note 4(g).

(Continued)
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Addcn Technology Co., Ltd. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

Transition
The adoption of IFRS 9 have been applied retrospectively, except as described below,

- Differences in the carrying amounts of financial assets and financial liabilities resulting
from the adoption of IFRS 9 are recognized in retained earnings and reserves as on
January 1, 2018. Accordingly, the information presented for 2017 does not generally
reflect the requirements of IFRS 9 and therefore is not comparable to the information
presented for 2018 under IFRS 9.

- The following assessments have been made on the basis of the facts and circumstances
that existed at the date of initial application.

— The determination of the business model within which a financial asset is held.

— The designation and revocation of previous designations of certain financial
assets and financial liabilities as measured at FVTPL.

— The designation of certain investments in equity instruments not held for trading
as at FVOCI.

- If an investment in a debt security had low credit risk at the date of initial application of
IFRS 9, then the Group assumed that the credit risk on its asset will not increase
significantly since its initial recognition.

Classification of financial assets on the date of initial application of IFRS 9

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

1AS39 IFRS%
Carrying Carrying
Measurement categories Amount Measurement categories Amount
Financial Assets
Cash and equivalents Loans and receivables 628,363 Amortized cost 628,363
Debt securities Available-for-sale (note 1) 83,263 FVOCI 83,263
Equity securities Available-for-sale (note 2) 135,731 FVOCI 135,731
Available-for-sale (measured 57,128 FVOCI 59,576
at cost)
Trade and other Loans and receivables 162,687 Amortized cost 162,687
receivables
Other financial assets Lozns and receivables 767,612 Amortized cost 767,612

Notel: The corporate debt securities categorized as available-for-sale under IAS 39 are
held by the Group’ s treasury unmit in a separate portfolio to provide inferest
income; however, they may be sold to meet liquidity requirements arising in the
normal course of business. The Group considers that these securities are held
within a business model whose objective is achieved both by collecting
contractual cash flows and by selling securities. The corporate debt securities
mature in one to two years and the contractual terms of these financial assets give
rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding. These assets have therefore been
classified as financial assets at FVOCI under IFRS 9.

(Continued)



13

Addcn Technology Co., Ltd. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

Note2: These equity securities (including financial assets measured at cost) represent
investments that the Group intends to hold for the long term for strategic
purposes. As permitted by IFRS 9, the Group has designated these investments at
the date of initial application as measured at FVOCIL Accordingly, an increase of
$2,448 in those assets recognized, and an increase of $2,448 in the other equity.

Note3: Trade, note and other receivables that were classified as loans and receivables
under IAS 39 are now classified at amortized cost.

The following table reconciles the carrying amounts of financial assets under IAS 39 to
the carrying amounts under [FRS 9 upon transition to IFRS 9 on 1 January, 2018.

2017.12.31 2018.1.1 2018.1.1 2018.1.1

JAS 39 IFRS 9
Carrying Carrying Retained Other
Amount Retlassifications Remeasuremenis Amount earninps equity
Fair value through other comprehensive income
Reginning balance of available for sale (including -4 276,122 (276,122}
measured at cost) (IAS 39)
From available-for-sale to FVOCE - 276,122 2,448 - 2,448
Total s 276,122 - 1,443 278,570 - 2,448

(b) The impact of IFRS endorsed by FSC but not yet effective

The following new standards, interpretations and amendments have been endorsed by the FSC and
are effective for annual periods beginning on or after January 1, 2019 in accordance with Ruling No.
1070324857 issued by the FSC on July 17, 2018:

Effective date
New, Revised or Amended Standards and Interpretations per IASB

IFRS 16 “Leases” January 1, 2019
IFRIC 23 “Uncertainty over Income Tax Treatments” January 1, 2019
Amendments to IFRS 9 “Prepayment features with negative compensation” Januvary 1, 2019
Amendments to IAS 19 “Plan Amendment, Curtailment or Settlement” January 1, 2019
Amendments to IAS 28 “Long-term interests in associates and joint ventures” January 1,2019
Annual Improvements to IFRS Standards 2015-2017 Cycle January 1, 2019

Except for the following items, the Group believes that the adoption of the above IFRSs would not
have any material impact on its consolidated financial statements. The extent and impact of
signification changes are as follows:

(i) IFRS 16“Leases”

IFRS 16 replaces the existing leases guidance, including IAS 17 Leases, IFRIC 4 Determining
whether an Arrangement contains a Lease, SIC-15 Operating Leases — Incentives and SIC-27
Evaluating the Substance of Transactions Involving the Legal Form of a Lease.

(Continued)
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IFRS 16 infroduces a single and an on-balance sheet lease accounting model for lessees. A
lessee recognizes a right-of-use asset representing its right to use the underlying asset and a
lease liability representing its obligation to make lease payments. In addition, the nature of
expenses related to those leases will now be changed since IFRS 16 replaces the straight-line
operating lease expense with a depreciation charge for right-of-use assets and interest expense
on lease liabilities. There are recognition exemptions for shori-term leases and leases of low-
value items. The lessor accounting remains similar to the current standard — i.e. the lessors will
continue to classify leases as finance or operating leases.

1

2)

Determining whether an arrangement contains a lease

The Group has an arrangement that was not in the legal form of a lease, for which it
concluded that the arrangement contains a lease of equipment under IFRIC 4. On
transition to IFRS 16, the Group can choose to apply either of the following:

- IFRS 16 definition of a lease to all its contracts; or

- a practical expedient that does not need any reassessment whether a contract is, or
contains, a lease,

The Group plans to apply the practical expedient to grandfather the definition of a lease
upon transition. This means that it will apply IFRS 16 to all contracts entered into before
January 1, 2019 and identified as leases in accordance with IAS 17 and IFRIC 4.

Transition

As a lessee, the Group can apply the standard using either of the following:
- retrospective approach; or

- modified retrospective approach with optional practical expedients.

On January 1, 2019, the Group plans to initially apply IFRS 16 using the modified
retrospective approach. Therefore, the cumulative effect of adopting IFRS 16 will be
recognized as an adjustment fo the opening balance of retained earmngs at January 1,
2019, with no restatement of comparative information.

When applying the modified retrospective approach to leases previously classified as
operating leases under IAS 17, the lessee can elect, on a lease-by-lease basis, whether to
apply a number of practical expedients on transition. The Group is assessing the potential
impact of using these practical expedients:

— apply a single discount rate to a portfolio of leases with similar characteristics.

— adjust the right-of-use assets, based on the amount reflected in IAS 37 onerous
contract provision, immediately before the date of initial application, as an alternative
to an impairment review.

— apply the exemption not to recognize the right-of-use assets and liabilities to leases
with lease term that ends within 12 months of the date of initial application.

(Continued)
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— exclude the initial direct costs from measuring the right-of-use assets at the date of
initial application.

— use hindsight when determining the lease term if the contract contains options to
extend or terminate the lease.

3)  So far, the most significant impact identified is that the Group will have to recognize the
new assets and liabilities for the operating leases of its offices and company car. The
Group estimated that the right-of-use assets and the lease liabilities to increase by $6,178
and $6,178 respectively. Also, the Group is not required to make any adjustments for
leases where the Group is the intermediate lessor in a sub-lease.

(i) IFRIC 23 Uncertainty over Income Tax Treatments

In assessing whether and how an uncertain tax treatment affects the determination of taxable
profit (tax loss), tax bases, unused tax losses, unused tax credits, as well as tax rates, an entity
shall assume that a taxation authority will examine the amounts it has the right to examine and
have a full knowledge on all related information when making those examinations.

If an entity concludes that it is probable that the taxation authority will accept an uncertain tax
treatment,. the entity shall determine the taxable profit (tax loss), tax bases, unused tax losses,
unused tax credits, as well as tax rates consistently with the tax treatment used or planned to be
used in its income tax filings. Otherwise, an entity shall reflect the effect of uncertainty for
each uncertain tax treatment by using either the most likely amount or the expected value,
depending on which method the entity expects to better predict the resolution of the
uncertainty.

So far, the Group does not expect the above changes would have a material impact on the
assets, liabilities, and equities on January 1, 2019.

The actual impact of adopting the standards may change depending on the economic
conditions and events which may occur in the future.

(¢) The impact of IFRS issued by IASB but not yet endorsed by the FSC

As of the date, the following IFRSs that have been issued by the International Accounting Standards
Board (IASB), but have yet to be endorsed by the FSC:

Effective date

New, Revised or Amended Standards and Interpretations per JASB
Amendments to IFRS 3 “Definition of a Business™ January 1, 2020
Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Assets Between Effective date to
an Investor and Its Associate or Joint Venture” be determined

by IASB

IFRS 17 “Insurance Contracts™ January 1, 2021
Amendments to IAS 1 and IAS 8 “Definition of Material” January 1, 2020

The Group assessed that the above IFRSs may not be relevant to the Group.

(Continued)
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(4) Summary of significant accounting policies:

The accompanying consolidated 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 consolidated financial statements, the Chinese version
shall prevail.

The significant accounting policies presented in the consolidated financial statements are summarized
below. Except for those specifically indicated, the following accounting policies were applied consistently
throughout the periods presented in the consolidated financial statements.

(2)

(b)

©

Statement of compliance

These consolidated financial statements have been prepared in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers (hereinafter referred to as “the
Regulations” ) and the International Financial Reporting Standards, International Accounting
Standards, IFRIC Interpretations, and SIC Interpretations endorsed and issued into effect by the
Financial Supervisory Commission, R.O.C.( hereinafter referred to IFRS endorsed by FSC).

Basis of preparation

@

(i)

Basis of measurement

Except for the following significant accounts, the consolidated financial statements have been
prepared on a historical cost basis:

1) Financial instruments measured at fair value through profit or loss are measured at fair
value;

2}  Fair value through other comprehensive income (Available-for-sale financial assets) are
measured at fair value.

Functional and presentation currency

The functional currency of each Group Entity is determined based on the primary economic
environment in which the entity operates. The consolidated financial statements are presented
in New Taiwan dollars, which is the Company’s functional currency. All financial information
presented in New Taiwan dollars has been rounded to the nearest thousand.

Basis of consolidation

(@

Principles of preparation of the consolidated financial statements

The consolidated financial statements comprise the Company and subsidiaries. The Group
controls an entity when it is exposed, or has rights, to variable returns from its involvement
with the entity and has the ability to affect those returns through its control over the entity.

The financial statements of subsidiaries are included in the consolidated financial statements
from the date that control commences until the date that control ceases. Intragroup balances
and transactions, and any unrealized income and expenses arising from Intragroup transactions
are eliminated in preparing the consolidated financial statements. The comprehensive income

(Continued)



(i)

17

Addcn Technology Co., Ltd. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

of the subsidiary is attributed to the parent, within equity. Losses applicable to the non-
controlling interests in a subsidiary are allocated to the non-controlling interests even if doing
so causes the non-controlling interests to have a deficit balance.

Accounting policies of the subsidiaries have been adjusted to ensure consistency with the
policies adopted by the Group.

Changes in the ownership interest in a subsidiary that do not result in a loss of control are
accounted for as equity transactions. The difference between the non-controlling equity
adjustment and the fair value of the consideration paid or received is directly recognized in
equity and belongs to the owners of the company.

When the Group loses control of a subsidiary, it shall derecognize assets, liabilities and non-
controlling interests of the former subsidiary at their carrying amounts at the date when control
is lost; and shall remeasure the investment retained in the former subsidiary at its fair value at
the date when control is lost. The gain or loss arising from derecognition is the difference
between: (1) the total amounts of the fair value of the consideration received and any
investment retained in the former subsidiary at its fair value at the date when control is lost;
and (2) the total amounts of the assets, liabilities and non-controlling interests of the subsidiary
at their carrying amounts at the date when control is lost. The Group shall account for all
amounts previously recognized in other comprehensive income, in relation to that subsidiary,
on the same basis as would be required if the Group had directly disposed of the related assets
or liabilities.

List of subsidiaries in the consolidated financial statements
Subsidiaries listed in the consolidated financial statements are included as below.
Name of Percentage of ownership
Principal December 31, December 31,
investor Name of subsidiary activity 2018 2017 Description
The Company Addcn Technology Investment 100.00 % 100.00 % The Company
(Samoa) Co., Ltd. holding directly owns 100%
of equity.
The Company Digit Marketing Co.,  Advertising 33.29 % 55.00 % The Company lost
Ltd. (Note 1) control in October
2018,
Addcen Technology ~ Adden Technology Applied system 100.00 % 100.00 % The Company
(Samoa) Co., Ltd. (SHENZHEN) Co., Ltd. management, indirectly owns
maintenance and 100% of equity.
customer service
Adden Technology ~ Adden Technology Information 70.00 % 100.00 % The Company
(Samoa) Co., Ltd. (HK) Co., Ltd. supporting (Note 2) indirectly owns
70% of equity.,

Note 1: Digit Marketing Co., Ltd. conducted cash offering and retained part of its shares for the
employees in September and October 2018, which reduced the Company’s direct holding from
55% to 33.29%. As a result, the Company lost control.

Note 2: Adden Technology (HK) Co., Ltd. conducted cash offering and retained part of its shares for the
Group’ s employees in September 2018, which reduced the Company’s indirect holding from
100% to 70%.

(Continued)
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(iii) Subsidiaries excluded from the consolidated financial statements: None.

(d) Foreign currencies

(i)

(i)

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of
Group entities at the exchange rates at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies at the reporting date are retranslated fo the
functional currency at the exchange rate at that date. The foreign currency gain or loss on
monetary items is the difference between amortized cost in the functional currency at the
beginning of the period, adjusted for effective interest and payments during the period, and the
amortized cost in foreign currency translated at the exchange rate at the end of the period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair
value are retranslated to the functional currency at the exchange rate at the date that the fair
value was determined. Non monetary items in a foreign currency that are measured based on
historical cost are translated using the exchange rate at the date of the transaction.

Foreign currency differences arising on retranslation are recognized in profit or loss, except for
those differences relating to the following, which are recognized in other comprehensive
income:

1)  Fair value through other comprehensive income (Available-for-sale) equity investment;

2) A financial liability designated as a hedge of the net investment in a foreign operation to
the extent that the hedge is effective; or

3)  Qualifying cash flow hedges to the extent that the hedge is effective.
Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments
arising on acquisition, are translated to the reporting currency at exchange rates at the reporting
date. The income and expenses of foreign operations, excluding foreign operations in
hyperinflationary economies, are translated at the average exchange rate. Translation
differences are recognized in other comprehensive income, and presented in the foreign
currency translation reserve in equity.

When a foreign operation is disposed of such that control, significant influence, or joint

. control is lost, the cumulative amount in the translation reserve related to that foreign operation

is reclassified to profit or loss as part of the gain or loss on disposal. When the Group disposes
of only part of its interest in a subsidiary that includes a foreign operation while retaining
control, the relevant proportion of the cumulative amount is reattributed to non-controlling
interests. When the Group disposes of only part of its investment in an associate or joint
venture that includes a foreign operation while retaining significant influence or joint control,
the relevant proportion of the cumulative amount is reclassified to profit or loss.

(Continued)
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When the settlement of a monetary receivable from or payable to a foreign operation is neither
planned nor likely to occur in the foreseeable future, foreign exchange gains and losses arising
from such a monetary item that are considered to form part of the net investment in the foreign
operation are recognized in other comprehensive income.

Classification of current and non-current assets and liabilities

An asset is classified as current under one of the following criteria, and all other assets are classified
as non-current.

(i) TItis expected to be realized, or intended to be sold or consumed, in the normal operating cycle;
(i) It is held primarily for the purpose of trading;
(iii) It is expected to be realized within twelve months after the reporting period; or

(iv) The asset is cash or a cash equivalent (as defined in IAS 7) unless the asset is restricted from
being exchanged or used to settle a liability for at least twelve months after the reporting
period.

A liability is classified as current under one of the following criteria, and all other liabilities are
classified as non-current.

(i) It is expected to be settled in the normal operating cycle;
(ii) Tt is held primarily for the purpose of trading;
(iif) Itis due to be settled within twelve months after the reporting period; or

(iv) It does not have an unconditional right to defer settlement of the liability for at least twelve
months after the reporting period. Terms of a liability that could, at the option of the
counterparty, result in its settlement by issuing equity instruments do not affect its
classification.

Cash and cash equivalents

Cash and cash equivalenis comprise cash, demand deposits, and short term, highly liquid
investments that are readily convertible to known amounts of cash and are subject to an insignificant
risk of changes in value. Time deposits which meet the above definition and are held for the purpose
of meeting short term cash commitments rather than for investment or other purposes should be
recognized as cash equivalents.

Financial Instruments
(i) Financial assets (policy applicable from January 1, 2018)

Financial assets are classified into the following categories: measured at amortized cost, fair
value through other comprehensive income (FVOCI) and fair value through profit or loss

(FVTPL).

(Continued)
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The Group shall reclassify all affected financial assets only when it changes its business model
for managing its financial assets.

1)

2)

Financial assets measured at amortized cost

A financial asset is measured at amortized cost if it meets both of the following
conditions and is not designated as at FVTPL:

+ it is held within a business model whose objective is to hold assets to collect contractual
cash flows; and

- its contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

A financial asset measured at amortized cost is initially recognized at fair value, plus any
directly attributable transaction costs. These assets are subsequently measured at
amortized cost using the effective interest method. The amortized cost is reduced by
impairment losses. Interest income, foreign exchange gains and losses, and impairment
loss, are recognized in profit or loss. Any gain or loss on derecognition is recognized in
profit or loss. A regular way purchase or sale of financial assets is recognized and
derecognized, as applicable, using trade date accounting.

Fair value through other comprehensive income (FVOCI)

A debt investment is measured at FVOCI if it meets both of the following conditions and
is not designated as at FVTPL:

-it is held within a business model whose objective is achieved by both collecting
contractval cash flows and selling financial assets; and

+ its contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding,.

On initial recognition of an equity investment that is not held for trading, the Group may
trrevocably elect to present subsequent changes in the investment’s fair value in other
comprehensive income. This election is made on an instrument-by-instrument basis.

A financial asset measured at FVOCI is initially recognized at fair value, plus any
directly attributable transaction costs. These assets are subsequently measured at fair
value. Interest income calculated using the effective interest method, foreign exchange
gains and losses, and impairment losses, deriving from debt investments are recognized
in profit or loss; whereas dividends deriving from equity investments are recognized as
income in profit or loss, unless the dividend clearly represents a recovery of part of the
cost of the investment. Other net gains and losses of financial assets measured at FVOCI
are recognized in OCI. On derecognition, gains and losses accumulated in QCI of debt
investments are reclassified to profit or loss. However, gains and losses accumulated in
OCI of equity investments are reclassified to retain earnings instead of profit or loss. A
regular way purchase or sale of financial assets is recognized and derecognized, as
applicable, using trade date accounting.

(Continued)
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Dividend income derived from equity investments is recognized on. the date that the
Group’s right to receive payment is established, which in the case of quoted securities is
normally the exdividend date.

Fair value through profit or loss (FVIPL)

All financial assets not classified as amortized cost or FVOCI described as above are
measured at FVTPL. On initial recognition, the Group may irrevocably designate a
financial asset, which meets the requirements to be measured at amortized cost or at
FVOC], as at FVTPL if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise.

Financial assets in this category are measured at fair value at initial recognition.
Attributable transaction costs are recognized in profit or loss as incurred. Subsequent
changes that are measured at fair value, which take into account any dividend and
interest income, are recognized in profit or loss. A regular way purchase or sale of
financial assets is recognized and derecognized, as applicable, using trade date
accounting.

Business model assessment

The Group makes an assessment of the objective of the business model in which a
financial asset is held at portfolio level because this best reflects the way the business is
managed and information is provided to management. The information considered
includes:

- the stated policies and objectives for the portfolio and the operation of those policies in
practice. These include whether management’s strategy focuses on eaming contractual
interest income, maintaining a particular interest rate profile, matching the duration of
the financial assets to the duration of any related liabilities or expected cash outflows
or realizing cash flows through the sale of the assets;

- how the performance of the portfolio is evaluated and reported to the Group’s
management;

- the risks that affect the performance of the business model (and the financial assets
held within that business model) and how those risks are managed;

- how managers of the business are compensated — e.g. whether compensation is based
on the fair value of the assets managed or the contractual cash flows collected; and

+ the frequency, volume and timing of sales of financial assets in prior periods, the
reasons for such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for
derecognition are not considered sales for this purpose, and are consistent with the
Group’s continuing recognition of the assets.

Financial assets that are held for trading or are managed and whose performance is
evaluated on a fair value basis are measured at FVTPL.

(Continued)
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Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ° principal’ is defined as the fair value of the
financial assets on initial recognition. ‘Interest’ is defined as consideration for the time
value of money and for the credit risk associated with the principal amount outstanding
during a particular period of time and for other basic lending risks and costs, as well as a
profit margin.

In assessing whether the contractual cash flows are solely payments of principal and
interest, the Group considers the contractual terms of the instrument. This includes
assessing whether the financial asset contains a contractual term that could change the
timing or amount of contractual cash flows such that it would not meet this condition. In
making this assessment, the Group considers:

- contingent events that would change the amount or timing of cash flows;
- terms that may adjust the contractual coupon rate, including variable rate features;
- prepayment and extension features; and

- terms that limit the Group’s claim to cash flows from specified assets (e.g. non-
recourse features)

Impairment of financial assets

The Group recognizes loss allowances for expected credit losses on financial assets
measured at amortized cost (including cash and cash equivalents, amortized costs, notes
and accounts receivable, other receivable, guarantee deposit paid and other financial
assets), debt investments measured at FVOCI and contract assets.

The Group measures loss allowances at an amount equal to lifetime expected credit loss
(ECL), except for the following which are measured as 12-month ECL:

- debt securities that are determined to have low credit risk at the reporting date; and

- other debt securities and bank balances for which credit risk (i.e. the risk of default
occurring over the expected life of the financial instrument) has not increased
significantly since initial recognition.

Loss allowance for trade receivables and contract assets are always measured at an
amount equal to lifetime ECL.

Lifetime ECLs are the ECLs that result from all possible default events over the expected
life of a financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible
within the 12 month afier the reporting date (or a shorter period if the expected life of the
instrument is less than 12 months).

(Continued)
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The maximum period considered when estimating ECLs is the maximum contractual
period over which the Group is exposed to credit risk.

When determining whether the credit risk of a financial asset has increased significantly
since initial recognition and when estimating ECL, the Group considers reasonable and
supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information and analysis based on the Group’s
historical experience and informed credit assessment as well as forward-looking
information. -

The Group considers a debt security to have low credit risk when its credit risk rating is
equivalent to the globally understood definition of ‘investment grade which is considered
to be BBB- or higher per Standard & Poor’s, Baa3 or higher per Moody’s or twA or
higher per Taiwan Ratings’.

The Group assumes that the credit risk on a financial asset has increased significantly if
it is more than 1 days past due.

The Group considers a financial asset to be in default when the financial asset is more
than 60 days past due or the borrower is unlikely to pay its credit obligations to the
Group in fail.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (i.e the difference between the cash flows due to
the Group in accordance with the contract and the cash flows that the Group expects to
receive). ECLs are discounted at the effective interest rate of the financial asset.

At each reporting date, the Group assesses whether financial assets carried at amortized
cost and debt securities at FVOCI are credit-impaired. A financial asset is
¢ credit-impaired” when one or more events that have a defrimental impact on the
estimated future cash flows of the financial asset have occurred. Evidence that a financial
assets is credit-impaired includes the following observable data:

- significant financial difficulty of the borrower or issuer;
- a breach of contract such as a default or being more than 60 days past due;

- the lender of the borrower, for economic or contractual reasons relating to the
borrower's financial difficulty, having granted to the borrower a concession that the
lender would not otherwise consider;

- it is probable that the borrower will enter bankruptcy or other financial reorganization;
or

- the disappearance of an active market for a security because of financial difficulties.

Loss allowances for financial assets measured at amortized cost are deducted from the
gross carrying amount of the assets. For debt securities at FVOCI, the loss allowance is
recognized in other comprehensive income instead of reducing the carrying amount of
the asset, The Group recognizes the amount of expected credit losses (or reversal) in
profit or loss, as an impairment gain or loss.

(Continued)
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The gross carrying amount of a financial asset is written off (either partially or in full) to
the extent that there is no realistic prospect of recovery. This is generally the case when
the Group determines that the debtor does not have assets or sources of income that could
generate sufficient cash flows to repay the amounts subject to the write-off. However,
financial assets that are written off could still be subject to enforcement activities in
order to comply with the Group’s procedures for recovery of amounts due.

Derecognition of financial assets

Financial assets are derecognized when the contractual rights to the cash flows from the
assets expire, or when the Group transfers substantially all the risks and rewards of
ownership of the financial assets.

On derecognition of a debt instrument in its entirety, the Group recognizes the difference
between its carrying amount and the sum of the consideration received or receivable and
any cumulative gain or loss that had been recognized in other comprehensive income and
presented in “other equity — unrealized gains or losses on fair value through other
comprehensive income”, in profit or loss, and presented it in the line item of non-
operating income and expenses in the statement of comprehensive income.

On derecognition of a part of debt instrument in which the part transferred qualifies for
derecognition in its entirety, the previous carrying amount of the financial asset shall be
allocated between the part that continues to be recognized and the part that is
derecognized, on the basis of the relative fair values of those parts on the date of the
transfer. The difference between the carrying amount allocated to the part derecognized
and the sum of the consideration received for the part derecognized, and any cumulative
gain or loss allocated to it that had been recognized in other comprehensive income, shall
be recognized in profit or loss, and presented it in the line item of non-operating income
and expenses in the statement of comprehensive income. A cumulative gain or loss that
had been recognized in other comprehensive income is aliocated between the part that
continues to be recognized and the part that is no longer recognized on the basis of the
relative fair values of those parts.

(ii) Financial assets (policy applicable before January 1, 2018)

Financial assets are classified into the following categories: available-for-sale financial assets
and loans and receivables.

1)

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are
not quoted in an active market. Loans and receivables comprise trade receivables, other
receivables and investments in debt securities with no active market. Such assets are
recognized initially at fair valee plus any directly attributable transaction costs.
Subsequent to initial recognition, loans and receivables other than insignificant interest
on short term receivables are measured at amortized cost using the effective interest
method, less any impairment losses. A regular way purchase or sale of financial assets is
recognized and derecognized, as applicable, using trade date accounting.

Interest income is recognized under non-operating income and expense.

(Continued)
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Available for sale financial assets

Auvailable-for-sale financial assets are non-derivative financial assets that are designated
as available for sale or are not classified in any of the other categories of financial assets.
Available-for-sale financial assets are recognized initially at fair value plus any directly
attributable transaction costs. Subsequent to initial recognition, they are measured at fair
value and changes therein, other than impairment losses, interest income calculated using
the effective interest method, dividend income, and foreign currency differences on
available-for-sale debt instruments, are recognized in other comprehensive income and
presented in the fair value reserve in equity. When an investment is derecognized, the
gain or loss accumulated in equity is reclassified to profit or loss, and included in the
non-operating income and expense. A regular way purchase or sale of financial assets is
recognized and derecognized, as applicable, using trade date accounting.

Investments in equity instruments that do not have a quoted market price in an active
market, and whose fair value cannot be reliably measured, are measured at amortized
cost, and are included in financial assets measured at cost.

Dividend income is recognized in profit or loss on the date that the Group’s right to
receive payment is established, which in the case of quoted securities is normally the ex-
dividend date. Such dividend income is included in the non-operating income and
expense.

Recovery and loss on doubtful debts of account receivable are included in the operating
expense; recovery and loss on doubtful debts of other financial assets are included in
non-operating income and expense.

Impairment of financial assets

Except for financial assets at fair value through profit or loss, financial assets are
assessed for impairment at each reporting date. A financial asset is impaired if, and only
if, there is objective evidence of impairment as a result of one or more events that
occurred after the initial recognition of the asset {a ‘loss event’) and that loss event (or
events) has an impact on the estimated future cash flows of the financial asset that can be -
estimated reliably.

Objective evidence that financial assets are impaired includes default or delinquency by a
debtor, restructuring of an amount due to the Group on terms that the Group would not
consider otherwise, indications that a debtor or issuer will enter bankruptcy, adverse
changes in the payment status of borrowers or issuers, economic conditions that correlate
with defaults or the disappearance of an active market for a security.

All individually significant receivables are assessed for specific impairment. Receivables
that are not individually significant are collectively assessed for impairment by grouping
together assets with similar risk characteristics. In assessing collective impairment, the
Group uses historical trends of the probability of default, the timing of recoveries and the
amount of loss incurred, adjusted for management’ s judgment as to whether current
economic and credit conditions are such that the actual losses are likely to be greater or
less than the those suggested by historical trends.
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An impairment loss in respect of a financial asset is deducted from the carrying amount
except for accounts receivable, for which an impairment loss is reflected in an ailowance
account against the receivables. When it is determined a receivable is uncollectible, it is
written off from the allowance account. Any subsequent recovery from written off
receivable is charged to the allowance account. Changes in the amount of the
allowance account are recognized in profit or loss.

Derecognition of financial assets

Financial assets are derecognized when the contractual rights of the cash inflow from the
assets are terminated, or when the Group transfers substantially all the risks and rewards
of ownership of the financial assets.

On derecognition of a financial asset in its entirety, the difference between the carrying
amount and the sum of the consideration received or receivable and any cumulative gain
or loss that had been recognized in other comprehensive income and presented in “other
equity — unrealized gains or losses on available-for-sale financial assets™ in profit or loss
is included in non-operating income and expense.

The Group separates the part that continues to be recognized and the part that is
derecognized based on the relative fair values of those parts on the date of the transfer.
The difference between the carrying amount allocated to the part derecognized and the
sum of the consideration received for the part derecognized, and any cumulative gain or
loss allocated to it that had been recognized in other comprehensive income, shall be
recognized in profit or Joss and included in non-operating income and expenses.

A cumulative gain or loss that had been recognized in other comprehensive income is
allocated between the part that continues to be recognized and the part that is no longer
recognized on the basis of the relative fair values of those parts.

(iii) Financial liabilities and equity instruments

D

Classification of debt or equity

Debt or equity instruments issued by the Group are classified as financial liabilities or
equity in accordance with the substance of the contractual agreement.

An equity instrument is any contract that evidences residual interest in the assets of an
entity after deducting all of its liabilities. Equity instruments issued are recognized as the
amount of consideration received, less the direct cost of issuing.

Interest related to the financial liability is recognized in profit or loss, and included in
non-operating income and expenses.

On conversion, the financial liability is reclassified to equity, and no gain or loss is
recognized.
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2)  Other financial liabilities

Financial liabilities not classified as held for trading or designated as at fair value
through profit or loss are measured at fair value (including long-term and short-term
borrowings, account payable, and other payable, etc.), plus any directly attributable
transaction costs at the time of initial recognition. Subsequent to initial recognition, they
are measured at amortized cost calculated using the effective interest method. Interest
expense not capitalized as capital cost is recognized in profit or loss, and is included in
non-operating income and expenses.

3) Derecognition of financial liabilities

The Group derecognizes a financial liability when its contractual obligation has been
discharged or cancelled, or has expired. The difference between the carrying amount of a
financial liability removed and the consideration paid (including any non-cash assets
transferred or liabilities assumed) is recognized in profit or loss, and is included in non-
operating income and expenses.

4)  Offsetting of financial assets and liabilities

The Group presents financial assets and liabilities on a net basis when the Group has the
legally enforceable right to offset, and intends to settle such financial assets and
liabilities on a net basis, or to realize the assets and settle the liabilities simultaneously.

(h) Inventories

@

G)

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is
calculated using the weighted average method, and includes expenditure incurred in acquiring the
inventories and other costs incurred in bringing them to their existing location and condition.

Net realizable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

Discontinued operations

A discontinued operation is a segment of the Group which it has disposed of and is solely a main
practice or operation district. An operation will be classified as a discontinued operation upon
disposal.

Investment in associates

Associates are those entities in which the Group has significant influence, but not control or joint
control, over their financial and operating policies.

Investments in associates are accounted for using the equity method and are recognized initially at
cost. The cost of the investment includes transaction costs. The carrying amount of the investment in
associates includes goodwill arising from the acquisition less any accumulated impairment losses.

(Continued)
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The consolidated financial statements include the Group’ s share of the profit or loss and other
comprehensive income of associates, after adjustments to align their accounting policies with those
of the Group, from the date that significant influence commences until the date that significant
influence ceases. The Group recognizes any changes, proportionately with the shareholding ratio
under capital surplus, when an associate’s equity changes due to reasons other than profit and loss or
comprehensive income, which did not result in changes in actual controlling power.

Unrealized profits resulting from transactions between the Group and an associate are eliminated to
the extent of the Group’s interest in the associate. Unrealized losses on transactions with associates
are eliminated in the same way, except to the extent that the underlying asset is impaired.

When the Group’s share of losses exceeds its interests in an associate, the carrying amount of the
investment, including any long term interests that form part thereof, is reduced to zero, and the
recognition of further losses is discontinued except to the extent the Group has an obligation or has
made payments on behalf of the associate.

Investment property

Investment property is property held either to earn rental income or for capital appreciation or for
both, but not for sale in the ordinary course of business, use in the production or supply of goods or
services, or for administrative purposes. Investment property is measured at cost on initial
recognition and subsequently at cost less accumulated depreciation and accumulated impairment
losses. Depreciation expense is calculated based on the depreciation method, useful life, and residual
value which are the same as those adopted for property, plant and equipment. Cost includes
expenditure that is directly atiributable to the acquisition of the investment property. The cost of self
constructed investment property includes the cost of raw materials and direct labor, any other costs
directly attributable to bringing the investment property to a working condition for its intended use,
and capitalized borrowing costs.

When the use of an investment property changes such that it is reclassified as property, plant and
equipment, its book value at the date of reclassification becomes its cost for subsequent accounting.

Property, plant and equipment
(i} Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and
accumulated impairment losses. Cost includes expenditure that is directly attributable to the
acquisition of the asset. The cost of software is capitalized as part of the property, plant and
equipment if the purchase of the software is necessary for the property, plant and equipment to
be capable of operating,.

Each part of an item of property, plant and equipment with a cost that is significant in relation
to the total cost of the item shall be depreciated separately unless the useful life and
depreciation method of that significant part are the same as those of another significant part of
that same itern.

(Continued)
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The gain or loss arising from the derecognition of an item of property, plant and equipment is
determined as the difference between the net disposal proceeds, if any, and the carrying
amount of the item, and it shall be recognized in profit or loss, under net other income and
expenses.

Reclassification to investment property

A property is reclassified to investment property at its carrying amount when the use of the
property changes from owner occupied to investment property.

Subsequent cost

Subsequent expenditure is capitalized only when it is probable that future economic benefits
associated with the expenditure will flow to the Group. The carrying amount of those parts of
fixed assets that are replaced is derecognized. Ongoing repairs and maintenance are expensed
as incurred.

Depreciation

Depreciation is calculated on the cost of an asset less its residual value and is recognized in
profit or loss on a straight line basis over the estimated useful lives of each component of an
item of property, plant and equipment. Items of property, plant and equipment with the same
useful life may be grouped in determining the depreciation charge. The remainder of the items
may be depreciated separately. The depreciation charge for each period shall be recognized in
profit or loss.

Leased assets are depreciated by the straight line method during the period of expected use,
consistent with the depreciation policy the lessee adopts for depreciable assets that are owned.
If there is reasonable certainty that the lessee will obtain ownership by the end of the lease
term, the period of expected use is the useful life of the asset; otherwise, the asset is
depreciated over the shorter of the lease term and its useful life.

Land has an unlimited useful life and therefore is not depreciated.

The estimated useful lives for the current and comparative years of significant items of
property, plant and equipment are as follows:

1)  Buildings 50 years
2) Office equipment 1-5 years
~3) Lease improvements 1-5 years

The depreciation methods, useful lives, and residual values are reviewed at each reporting date.
If expectations differ from previous estimates, the changes are accounted for as changes in
accounting estimates.
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(m) Lease

@

(i)

Lessor

Lease income from an operating lease is recognized in income on a straight-line basis over the
lease term. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset, and recognized as an expense over the lease
term on the same basis as the lease income. Incentives granted to the lessee to enter into an
operating lease are spread over the lease term on a straight-line basis so that the lease income
received is reduced accordingly.

Contingent rents are recognized as income in the period when the lease adjustments are
confirmed.

Leasee

Leases are operating leases and are not recognized in the Group’s statement of financial
position.

Payments made under operating leases (excluding insurance and maintenance expenses) are
recognized in profit or loss on a straight-line basis over the term of the lease. The net profit
provided by the lessor for incentive of rental purpose during the period of rental is recognized
as a decrease of rental expense according to straight-line method.

Contingent rent is recognized as expense in the period in which it is incurred.

(n) Intangible assets

@)

(iD)

(iii)

Goodwill
1) Recognition

Goodwill arising from acquiring subsidiaries is recognized as intangible assets. The
measurement of goodwill recognized as intangible assets is described in note 6(m).

2) Measurement

Goodwill is measured at cost, less accumulated impairment losses. Impairment loss on
equity investment in investees accounted for under the equity method, including goodwill
that forms part of the carrying amount of such investment, is not allocated to any asset.

Other intangible assets

Other intangible assets that are acquired by the Group are measured at cost less accumulated
amortization and any accumulated impairment losses.

Subsequent expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure, including expenditure
on internally generated goodwill and brands, is recognized in profit or loss as incurred.

{Continued)
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(iv) Amortization

The amortizable amount is the cost of an asset less its residual value. Except for goodwill and
intangible assets with indefinite useful lives, amortization is recognized in profit or loss on a
straight-line basis over the estimated useful lives of intangible assets from the date that they
are available for use. The estimated useful lives for the current and comparative periods are as

follows:

1) Trademarks and patents 6-10 years
2) Computer software 3-10 years
3)  Customer relationships and databases 10 years

The residual value, amortization period, and amortization method for an intangible asset with a
finite useful life shall be reviewed at least annually at each fiscal year end. Any changes shall
be accounted for as changes in accounting estimates.

(0) Impairment of non-financial assets

The carrying amounts of the Group’s non financial assets, other than assets arising from inventory
and deferred tax assets, are reviewed at each reporting date to determine whether there is any
indication of impairment. If any such indication exists, then the asset’s recoverable amount is
estimated. If it is not possible to determine the recoverable amount (the higher of its fair value less
costs of disposal and its value in use) for the individual asset, then the Group will have to determine
the recoverable amount for the asset’s cash generating unit (CGU).

Notwithstanding whether indicators exist, recoverability of goodwill and intangible assets with
indefinite useful lives or those not yet in use are tested at least annually.

The recoverable amount for an individual asset or a CGU is the higher of its fair value less costs to
sell and its value in use. If, and only if, the recoverable amount of an asset is less than its carrying
amount, the carrying amount of the asset shall be reduced to its recoverable amount; and that
reduction will be accounted as an impairment loss, which shall be recognized immediately in profit

or loss.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the acquirer’s CGUs, or groups of CGUs, that are expected to
benefit from the synergies of the combination.

If the carrying amount of each of the CGUs exceeds the recoverable amount of the unit, impairment
loss is recognized and is allocated to reduce the carrying amount of each asset in the unit.

Reversal of an impairment loss for goodwill is prohibited.

An assessment is made at the end of each reporting period as to whether there is any indication that
an impairment loss recognized in prior periods for an asset other than goodwill may no longer exist
or may have decreased. If any such indication exists, the recoverable amount of that asset is
estimated.

(Continued)
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An impairment loss recognized in prior periods for an asset other than goodwill is reversed if, and
only if, there has been a change in the estimates used to determine the asset’s recoverable amount
since the last impairment loss was recognized.

Revenue
(i) Revenue from contracts with customers (policy applicable from January 1, 2018)

Revenue is measured based on the consideration to which the Group expects to be eatitled in
exchange for transferring goods or services to a customer. The Group recognizes revenue when
it satisfies a performance obligation by transferring control of a good or a service to a
customer. The accounting policies for the Group’s main types of revenue are explained below.

1)  Online advertising platform services

The Group provides advertising services to customers. Revenue from providing services
is recognized in the accounting period in which the services are rendered. For fixed-price
contracts, revenue is recognized based on the actual service provided to the end of the
reporting period as a proportion of the total services to be provided. The proportion of
services provided is determined based on the actual advertising hours spent relative to the
total expected advertising hours.

Estimates of revenues, costs or extent of progress toward completion are revised if
circumstances change. Any resulting increases or decreases in estimated revenues or
costs are reflected in profit or loss in the period in which the circumstances that give rise
to the revision become known by management.

In case of fixed-price contracts, the customer pays the fixed amount based on a payment
schedule. I the services rendered by the Group exceed the payment, a contract asset is
recognized. If the payments exceed the services rendered, a contract liability is
recognized.

2) Commission

The Group only acts as a platform provider when it provides online trading platform
services. Commission is received by a fixed proportion of transaction price when the
buyer and seller confirm that the transaction is finished.

3) Sale of goods — clothes and boutiques

The Group sells clothes and boutiques on the online platform by retail. The Group
recognizes revenue when a customer takes possession of the product. Payment of the
transaction price is due immediately when the customer purchases the product.

4)  Financing components

The Group does not expect to have any contracts where the period between the transfer
of the promised goods or services to the customer and payment by the customer exceeds
one year. As a consequence, the Group does not adjust any of the transaction prices for
the time value of money.
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(ii) Revenue (policy applicable before January 1, 2018)

1)

2)

3

Goods sold

Revenue from the sale of goods in the course of ordinary activities is measured at the fair
value of the consideration received or receivable, net of returns, trade discounts, and
volume rebates. Revenue is recognized when persuasive evidence exists, usually in the
form of an executed sales agreement that the significant risks and rewards of ownership
have been transferred to the customer, recovery of the consideration is probable, the
associated costs and possible return of goods can be estimated reliably, there is no
continuing management involvement with the goods, and the amount of revenue can be
measured reliably, If it is probable that a discount will be granted and the amount can be
measured reliably, then the discount is recognized as a reduction of revenue as the sales
are recognized.

The timing of the transfers of risks and rewards varies depending on the individual terms
of the sales agreement. Transfer usually occurs when the goods is received at the place
where customer designates.

Services

The Group provides online advertising platform services to its customers. Revenue from
services rendered is recognized in profit or loss in proportion to the stage of completion
of the transaction at the reporting date.

Commissions

When the Group acts in the capacity of an agent rather than as the principal in a
transaction, the revenue recognized is the net amount of commission made by the Group.

(iii) Contract costs (policy applicable from January 1, 2018)

1)

Incremental costs of obtaining a contract

The Group recognizes the incremental costs of obtaining a contract with a customer as an
asset if the Group expects to recover those costs. The incremental costs of obtaining a
contract are those costs that the Group incurs to obtain a contract with a customer that it
would not have incurred if the contract had not been obtained. Costs to obtain a contract
that would have been incurred regardless of whether the contract was obtained shall be
recognized as an expense when incurred, unless those costs are explicitly chargeable to
the customer regardiess of whether the contract is obtained.

The Group applies the practical expedient to recognize the incremental costs of obtaining
a contract as an expense when incurred if the amortization period of the asset that the
entity otherwise would have recognized is one year or less.
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2}  Costs to fulfil a contract

If the costs incurred in fulfilling a contract with a customer are not within the scope of
another Standard (for example, IAS 2 Inventories, IAS 16 Property, Plant and Equipment
or IAS 38 Intangible Assets), the Group recognizes an asset from the costs incurred to
fulfil a contract only if those costs meet all of the following criteria:

-the costs relate directly to a contract or to an anticipated contract that the Group can
specifically identify;

‘the costs generate or enhance resources of the Group that will be used in satisfying (or in
continuing fo satisfy) performance obligations in the future; and

‘the costs are expected to be recovered.

General and administrative costs, costs of wasted materials, labor or other resources to
fulfil the contract that were not reflected in the price of the contract, costs that relate to
satisfied performance obligations (or partially satisfied performance obligations), and
costs for which the Group cannot distinguish whether the costs relate to unsatisfied
performance obligations or to satisfied performance obligations(or partially satisfied
performance obligations), the Group recognizes these costs as expenses when incurred.

(@) Employee benefits

()

(i) Defined contribution plans
Obligations for contributions to defined contribution pension plans are recognized as an
employee benefit expense in profit or loss in the periods during which services are rendered by
employees.

(i) Short-term employee benefits
Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided.
A liability is recognized for the amount expected to be paid under short-term cash bonus or
profit-sharing plans if the Group has a present legal or constructive obligation to pay this
amount as a result of past service provided by the employee, and the obligation can be
estimated reliably.

Share-based payment

The grant-date fair value of share-based payment awards granted to employees is recognized as
employee expenses, with a corresponding increase in equity, over the period that the employees
become unconditionally entitled to the awards. The amount recognized as an expense is adjusted to
reflect the number of awards whose related service and non-market performance conditions are
expected to be met, such that the amount ultimately recognized as an expense is based on the number
of awards that meet the related service and non-market performance conditions at the vesting date.
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For share based payment awards with non-vesting conditions, the grant-date fair value of the share
based payment is measured to reflect such conditions, and there is no true up for differences between
expected and actual outcomes.

The fair value of the amount payable to employees in respect of share appreciation rights, which are
settled in cash, is recognized as an expense, with a corresponding increase in liabilities, over the
period that the employees become unconditionally entitled to payment. The liability is remeasured at
each reporting date and settlement date. Any changes in the fair value of the liability are recognized
as personnel expenses in profit or loss.

Income taxes

Income tax expenses include both current taxes and deferred taxes. Except for expenses related to
business combinations or recognized directly in equity or other comprehensive income, all current
and deferred taxes are recognized in profit or loss.

Current taxes include tax payables and tax deduction receivables on taxable gains (losses) for the
year calculated using the statutory tax rate on the reporting date or the actual legislative tax rate, as
well as tax adjustments related to prior years.

Deferred taxes arise due to the temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their respective tax bases. Deferred taxes are
recognized except for the following:

(i) Assets and liabilities that are initially recognized but are not related to the business
combination and have no effect on net income or taxable gains (losses) arising from the
transaction.

(ii) Temporary differences arising from equity investments in subsidiaries or joint ventures where
there is a high probability that such temporary differences will not reverse.

(iti) Initial recognition of goodwill,

Deferred tax assets and liabilities are measured at tax rates that are expected to apply to the period
when the asset is realized or the liability is settled, which are normally the tax rates that have been
enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and liabilities may be offset against each other if the following criteria are met:
(i) the entity has the legal right to settle tax assets and liabilities on a net basis; and
(ii) the taxing of deferred tax assets and liabilities fulfills one of the below scenarios:

1)  levied by the same taxing authority; or

2) levied by different taxing authorities, but where each such authority intends to settle tax
assets and liabilities (where such amounts are significant) on a net basis every year of the
period of expected asset realization or debt liquidation, or where the timing of asset
realization and debt liquidation is matched.
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A deferred tax asset is recognized for the carry forward of unused tax losses, unused tax credits, and
deductible temporary differences to the extent that it is probable that future taxable profit will be
available against which the unused tax losses, unused tax credits, and deductible temporary
differences can be utilized. Such unused tax losses, unused tax credits, and deductible temporary
differences are also revaluated every vear on the financial reporting date, and adjusted based on the
probability that future taxable profit will be available against which the unused tax losses, unused
tax credits, and deductible temporary differences can be utilized.

(t) Earnings per share

The Group discloses the Company’ s basic and diluted eamnings per share attributable to ordinary
shareliolders of the Company. Basic earnings per share is calculated as the profit atiributable to
ordinary shareholders of the Company divided by the weighted average number of ordinary shares
outstanding. Diluted earnings per share is calculated as the profit attributable to ordinary -
shareholders of the Company divided by the weighted average number of ordinary shares
outstanding after adjustment for the effects of all potentially dilutive ordinary shares, such as
employee stock options.

(u) Operating segments

An operating segment is a component of the Group that engages in business activities from which it
may earn revenues and incur expenses (including revenues and expenses relating to transactions with
other components of the Group). Operating results of the operating segment are regularly reviewed
by the Group’s chief operating decision maker to make decisions about resources to be allocated to
the segment and to assess its performance. Each operating segment consists of standalone financial
information.

Significant accounting assumptions and judgments, and major sources of estimation uncertainty:

The preparation of the consolidated financial statements in conformity with the IFRSs endorsed by the
FSC requires management to make judgments, estimates, and assumptions that affect the application of the
accounting policies and the reported amount of assets, liabilities, income, and expenses. Actual results
may differ from these estimates.

The management continues to monitor the accounting estimates and assumptions. The management
recognizes any changes in accounting estimates during the period and the impact of those changes in

" accounting estimates in the next period.

Information about judgments made in applying accounting policies that have the most significant effects
on the amounts recognized in the consolidated financial statements is as follows:

(a) Judgment regarding acting as a principal or as an agent on commission

In respect of commissions, the Group concludes that the following indicators provide further
evidence that it does not control the specified goods before they are transferred to the customer, and
therefore it acts as an agent.

— The Group neither obliged to provide the goods if the supplier fails to transfer the goods to the
customer, nor responsible for the acceptability of the goods.
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— The Group does not commit itself to obtain the goods from the supplier before the goods are
purchased by the customer, and does not accept responsibility for any damaged or returned
goods.

— The Group cannot vary the selling prices set by the supplier.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment within the next financial year is as follows:

(a) Impairment of goodwill

The assessment of impairment of goodwill requires the Group to make subjective judgments to
identify CGUs, allocate the goodwill to relevant CGUs, and estimate the recoverable amount of
relevant CGUs. Please refer to note 6(m) for further description of the impairment of goodwill.

The Group's accounting policies include measuring financial and non-financial assets and liabilities at fair
value through profit or loss.

The Group has established an internal control framework with respect to the measurement of fair value,
which includes founding the financial instrument valuation group to review significant unobservable
inputs and valuation adjustments (including level 3 fair value) and then report to the chief directly.

The Group's financial instrument valuation group conducts independent verification on fair value by using
data sources that are independent, reliable, and representative of exercise prices. This financial instrument
valuation group also periodically adjusts valuation models, conducts back testing, renews input data for
valuation models, and makes all other necessary fair value adjustments to assure the rationality of fair
value. The Group strives to use market observable inputs when measuring assets and liabilities. Different
levels of the fair value hierarchy to be used in determining the fair value of financial instruments are as

follows:
(a) Level 1: quoted prices (unadjusted) in active markets for identifiable assets or liabilities.

(b) Level 2: inputs other than quoted prices included within Level I that are observable for the asset or
liability, either directly (ie as prices} or indirectly (ie derived from prices).

(¢) Level 3: inputs for the assets or liability that are not based on observable market data.
Please refer to Note 6(ab) for assumptions used in measuring fair value.
(6) Explanation of significant accounts:

(a) Cash and cash equivalents

December 31, December 31,

2018 2017
Cash $ 153 161
Demand deposits and check deposits 680,012 628,202
Cash and cash equivalents in the consolidated statement $ 680,165 628,363

of cash flows
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Time deposits whose term is less than one year are classified to other financial assets.

Please refer to note 6(ab) for the exchange rate risk, interest rate risk, and sensitivity analysis of the
financial assets and liabilities of the Group.

Financial assets and liabilities at fair value through profit or loss

December 31, December 31,

2018 2017
Financial asset designated as at fair value through profit or
loss:
Structured Deposit 3 22.340 -

(i) Financial asset at fair value through profit

The group signed a three-month structured term deposit contract on 2018. The structured term
deposit includes an embedded derivative not closely related to the host contract. The contract
in its entirety is designated as financial assets at fair value through profit or loss at initial
recognition. ‘

(ii) None of financial assets above are pledged as collateral for long-term borrowings.
Financial assets at fair value through other comprehensive income

December 31,

2018
Debt investments at fair value through other comprehensive income:
UPAMC China High Yield Bond Fund $ 1,740
Amundi Funds II-Emerging Markets Bond U USD D ExD 8,723
UPAMC Dyna-Strategy Global Multi-Asset Fund B TWD 3,695
Corporate bonds —Citigroup Global Markets Inc. 37,859
Corporate bonds —Formosa Group 18.334
Subtotal 70,351
Equity Investments at fair value through other comprehensive income:
Domestic unlisted company -Bridge Roots Capital 23,663
Domestic unlisted company -Cherri Tech Inc. 8,538
Domestic unlisted company -Jacker Cleanning Inc. 13,123
Domestic listed company -Newretail Co., Ltd 58,197
Foreign unlisted company-Bridge Roots GP Ltd 92,130
Subtotal __195.651
Total $ 266,002

(Continued)
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(i) Debt investments at fair value through other comprehensive income

The Group has assessed that the following securities are held within a business model whose
objective is achieved by both collecting the contractual cash flows and by selling securities;
therefore, they have been classified as debt investments at fair value through other
comprehensive income on January 1, 2018. The investments were classified as available-for-
sale financial assets on December 31, 2017.

On May 30, 2018, the Group sold its investments as a result of the Group’s investment
strategy. The investment sold had a fair value of $10,288 and the Group realized a gain of
$240, which has been transferred from other equity interest to profit or loss.

(ii) Equity investments at fair value through other comprehensive income

On January 1, 2018, the Group designated the investments shown above as equity securities as
at fair value through other comprehensive income because these equity securities represent
those investments that the Group intends to hold for long-term strategic purposes.

These investments were classified as financial assets measured at cost on December 31, 2017,
expect for Newretail Co., Ltd. which was classified as available-for-sale financial assets on
December 31, 2017.

During the year ended December 31, 2018, the Group recognized the dividends income of
$400, related to equity investments at fair value through other comprehensive income held on
December 31, 2018.

No strategic investments were disposed as of December 31, 2018, and there was no transfer of
any cumulative gain or loss within equity relating to these investments.

(iii) For credit risk (including the impairment of debt investments) and market risk; please refer to
note 6(ab).

(iv) None of the financial assets above are pledged as collateral for long-term borrowings..

Non-current available-for-sale financial assets

December 31,
2017
Investments in listed securities:
Fund investments $ 16,477
Stocks listed on domestic markets 135,731
Bond investments 66,786
Total $ 218.994

(i) The Group invested $187,994 in private placement of Newretail Co., Ltd. and acquired 9,572
thousand shares on July 25, 2017.

(Continued)
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(ii) The Group purchased corporate bonds issued by Formosa Group in the amount of $19,855 in
January 2017, and issued by Citigroup Global Market Inc. in the amount of $37,954 in July
2017.

(iii) The Group sold Taishin 1699 Money Market Fund with a carrying value of $50,000 in July
2017, and on the other hand, the Group purchased UPAMC Dyna-Strategy Global Multi-Asset
Fund B TWD in the amount of $50,000 in September 2017.

(iv) These investments were classified as financial assets at fair value through other comprehensive
income on December 31, 2018; please refer to note 6(c).

(v} For credit risk and market risk, please refer to note 6(ab).
(vi) None of the financial assets above are pledged as collateral for long-term borrowings.

Financial Assets Measured at Cost

December 31,
2017
Awvailable-for-Sale Financial Assets:
Domestic unlisted common shares 34,500
Foreign unlisted common shares 22,628
Total 57,128

The aforementioned investments held by the Group were measured at amortized cost as of December
31, 2017, given the range of reasonable fair value estimates is large and the probability for each
estimate cannot be reasonably determined; therefore, the Group management had determined that the
fair value cannot be measured reliably. These investments were classified as equity investments at
fair value through other comprehensive income on December 31, 2018; please refer to note 6(c).

For credit risk and market risk, please refer to note 6(ab).
None of the financial assets above are pledged as collateral for long-term borrowings.

Note and trade receivables

December 31, December 31,

2018 2017
Note receivables : $ 45 2,222
Trade receivables : 132,138 161,091
Less: Loss allowance {11.804) {626)

$ 120.379 162,687

{Continued)
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The Group applies the simplified approach to provide for its expected credit losses, i.e. the use
of lifetime expected loss provision for all receivables on December 31, 2018. To measure the
expected credit losses, trade receivables have been grouped based on shared credit risk
characteristics and the days past due, as well as incorporated forward looking information,
including macroeconomic and relevant industry information. The loss allowance provision as
of December 31, 2018 was determined as follows:

Weighted-
Gross carrying average loss Loss allowance
amount rate provision
Current $ 110,970 0% -
1 to 60 days past due 12,658  25%~50% 3,249
More than 60 days past due 8.555 100% 8,555
Total $ 132,183 11,804

As of December 31, 2017, the Group applies the incurred loss model to consider the loss
allowance provision of notes and trade receivable, and the aging analysis of notes and trade
receivable, which were past due but not impaired, was as follows:

December 31,
2017
Past due 61 to 150 days $ 93
Past due 151 to 240 days 96
Past due 241 to 360 days 538
S 727

(iii) The movement in the allowance for notes and trade receivable was as follows:

December 31, 2017
Individually Collectively

December 31, assessed assessed
2018 impairment impairment

Balance at January 1, 2018 and 2017 8 626 - 229

per IAS 39
Adjustment on initial application of -

IFRS 9
Balance at January 1, 2018 per IFRS 9 626
Impairment losses recognized 11,191 - 397
Amounts written off (13) - -
Balance at December 31, 2018 and 2017§ 11,804 - 626

(iv) The aforementioned notes and trade receivable of the Group were not pledged as collateral for

long-term borrowings.

(Continued)
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Inventories
Inventories on December 31, 2018 and 2017 were categorized as follows:

December 31, December 31,

2018 2017
Merchandise $ 13,116 23,595
Less: Loss allowance (3.400) (9,100)
$ 9,716 14,495

As of December 31, 2018 and 2017, inventory cost were recognized as cost of sales and expenses
amounted to $46,488 and $116,064, respectively.

The Group has sold the merchandise whose cost was lower than net realizable value; therefore, the
Group reversed write-downs amounted to $5,700 and reduced the cost of sold for the year ended of
2018.

As of December 31, 2018 and 2017, the Group did not provide any inventories as collateral for its
loans.

Investments accounted for using equity method

The Group’s financial information for investments in individually insignificant associates accounted
for using the equity method at the reporting date is as follows. These financial information are
included in the consolidated financial statements.

December 31, December 31,
2018 2017

Carrying amount of individually insignificant associates’ equity $ 25,825 -

In 2018 and 2017, the Group’s share of the net income of associates was as follows:

2018 2017
Attributable to the Group:
Profit from continuing operations $ 118 -
Other comprehensive income - -
Comprehensive income $ 118 -

The Group does not have any contingent liabilities arising from associate with other investor or for
individual responsibility.

There is no significant restrictions to transfer financial resource from associate to the Group.

As of December 31, 2018, the Group did not provide any investments accounted for using the equity
method as collateral for its loans.

(Continued)
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Changes in a parent's ownership interest in a subsidiary
(i) Changes in subsidiaries’ equity did not result in the Company’s loss of control

Digit Marketing Co., Limited (hereinafter referred to Digit Marketing) approved a resolution to
issue 400 thousand common stocks by cash, and retained part of its shares for the employees in
September 2018, which reduced the Company’s direct holding from 55% to 53.27%. Addcn
Technology (HK) Co., Limited approved a resolution to issue 2,786 thousand common stocks
by cash, and retained part of its shares for Group’s employees in September 2018, which
reduced the Company’s indirect holding from 100% to 70%.

The effect of change in equity of subsidiary ownership attributable to parent equity is stated as

follow:
2018
Addcn
Technology
Digit Marketing (HK) Co.,
Co., Limited Limited

Capital equity-changes in ownership interest $ 374 4,746
Other equity -exchange differences on translation of

foreign financial statements - 620
Retained earnings reduction $ 374 5366

Loss control of subsidiartes

The Company gave up acquiring subsidiary's cash capital increase, Digit Marketing Co., Ltd in
October 22, 2018. The Company’s direct holding decreased from 53.27% to 33.29% and the number
of directors is not over half, so it lost control over Digit Marketing. Due to loss of control, the
transaction should be considered disposing 53.27% share of Digit Marketing. The fair value of the
disposal was $25,066, and the Group recorded the total gain of $1,681 under gain on disposal of
investments in consolidated statements of comprehensive income.

On October 22, 2018, the carrying amount of assets and liabilities of Digit Marketing on the date of
disposal were as follow:

Cash and cash equivalents $ 25,955
Accounts receivable and other receivable 47,125
Other current assets 1,426
Property, plant and equipment 2,149
Intangible assets 278
Other non-current assets 58
Accounts payable and other payable (25,440)
Other current liabilities {(7.410)
Carrying amount of net assets $ 44.141

(Continued)
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(k) Property, plant and equipment

The cost, depreciation, and impairment of the property, plant and equipment of the Group for the
years ended December 31, 2018 and 2017, were as follows:

Buildings
and Office Leasehold
Land structures Equipment Improvements Total
Cost or deemed cost:
Balance at January 1, 2018 3 155,980 632,435 75,103 9,830 873,348
Additions - 106 16,069 1,508 17,683
Reclassification to Investment property (24,324) (13.454) - - (37,778)
Disposals - - (2,272) (2,011) (4,283)
Effect of movement in exchange rates - {11.209) {324) - (11,533)
Balance at December 31, 2018 b 131,656 607,878 88,576 9,327 837,437
Balance at January 1, 2017 3 120,939 618,942 70,723 9418 820,022
Additions - - 6,958 412 7,370
Reclassification from Investment property 35,041 19,155 - - 54,196
Disposals - - (2.478) - (2,478)
Effect of movement in exchange rates - (5,662) (100) - (5,762
Balance at December 31, 2017 $ 155,980 632,435 75,103 9,830 873,348
Depreciation and impairments losses:
Balance at January 1, 2018 $ - 26,970 56,909 9,555 93,434
Depreciation - 17,161 9,721 442 27,324
Reclassification to Investment property - (1,889) - - (1,889)
Disposals - - (1,418) (670) (2,088)
Effect of movement in exchange rates - (466) (175) - (641)
Balance at December 31, 2018 s - 41,776 65,037 9,327 116,140
Balance at January 1, 2017 3 - 7,704 50,329 9,250 67,283
Depreciation - 16,855 8,948 305 26,108
Reclassification from Investment property - 2,255 - - 2,255
B Disposals - - (2,351) - (2.350)
Effect of movement in exchange rates - 156 4% - 139
Balance at December 31, 2017 b - 26,970 56,909 9,555 93,434
Carrying amount:
Balance at December 31, 2018 b 131,656 566,102 23,539 - 721,297
Balance at December 31, 2017 B) 155,980 605,465 18,194 275 779,914
Balance at Yanuary 1, 2017 5 120,939 611,238 20,394 168 752,739

Ag of December 31, 2018 and 2017, the Group did not provide any property, plant and equipment as
collateral for its loan.

Disposals in 2018 included derecognition of property, plants and equipment which caused by the
loss of control over Digit Marketing. The carrying amount of those asset was $2,149. For related
information, please refer to note 6(j).

(Continued)
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(I) Investment property

Buildings and
Land structures Total
Cost or deemed cost:
Balance at January 1, 2018 5 11,421 7,537 18,958
Additions 46,948 19,515 66,463
Reclassification from property, plant and
equipment 24.324 13.454 37,778
Balance at December 31, 2018 5 82,693 40,506 123,199
Balance at January I, 2017 5 46,462 26,692 73,154
Reclassification to property, plant and
equipment {35,041) {19,155) (54,196)
Balance at December 31, 2017 $ 11,421 7,537 18.958
Depreciation and impairments losses:
Balance at January 1, 2018 b - 924 924
Depreciation - 1,199 1,199
Reclassification from property, plant and
equipment - 1.889 1,889
Balance at December 31, 2018 3 - 4,012 4,012
Balance at January 1, 2017 $ - 2,265 2,265
Depreciation - 914 914
Reclassification to property, plant and
equipment - (2,255) (2,255)
Balance at December 31, 2017 A - 924 924
Carrying amount: :
Balance at December 31, 2018 $ 82.693 36,494 119,187
Balance at December 31, 2017 3 11,421 6,613 18,034
Balance at Januvary 1, 2017 $ 46,462 24,427 70,889
Fair value:
Balance at December 31, 2018 3 117,195
Balance at December 31, 2017 b 14,115

Investment property comprises a number of commercial properties that are leased to third parties.
Each of the leases contains a 2-year non-cancellable period. Subsequent renewals are negotiated with
the lessee and no contingent rents are charged. For further information (including rental income and
related operating expenses) please refer to note 6(q). :

Due to loss of control over Digit Marketing, the Group reclassified the office to investment property
which was leased to Digit Marketing.

The fair value was based on the latest tramsaction data announced on Department of Land
Administration Ministry of the Interior.

As of December 31, 2018 and 2017, the investment property of the Group hadn't been pledged as
collateral for long-term borrowings.

(Continued)
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(m) Intangible assets

The cost, amortization- and impairment of the intangible assets of the Group for the years ended
December 31, 2018 and 2017, were as follows:

Client
relationship/
Database/518
Brand/Trade computer
Goodwill marks system Others Total
Cost:
Balance at January 1, 2018 3 58,000 27,818 59,208 6,539 151,565
Additions - - - 1,942 1,942
Disposals - - - (516) (516)
Effect of movement in exchange - - - (44 (449
rates
Balance at December 31, 2018 $ 58,000 27,818 59,208 7,921 152,947
Balance at January 1, 2017 $ 58,000 27,818 55,208 4,392 149,418
Additions - - - 2,159 2,159
Effect of movement in exchange - - - (12) (12)
rates
Balance at December 31, 2017 % 58,000 27,818 59,208 6,539 151,565
Accumulated amortization and
impairment losses
Balance at Januvary 1, 2018 b - 9,729 19,243 3,442 32,414
Amortization - 2,680 5,920 858 9,458
Disposals - - - (238) (238)
Eifect of movement in exchange - - - (13) (13)
rates
Balance at December 31, 2018 $ - 12.409 25,163 4,049 41.621
Balance at January 1, 2017 b - 7,049 13,322 2,908 23,279
Amortization - 2,680 5,921 535 9,136
Effect of movement in exchange - - - (1) (1
rates
Balance at December 31, 2017 $ - 9,729 19.243 3,442 32,414
Carrying value:
Balance at December 31, 2018 b 58,000 15,409 34,045 3,872 111,326
Balance at December 31, 2017 $ 58,000 18.089 39,965 3,097 119,151
Balance at January 1, 2017 $ 58,000 20,769 45,886 1,484 126,139

Goodwill arose from the acquisition of 518 Technology Co., Ltd.. The Group tested for impairment
for the years ended 2018 and 2017, and there was no evidence that goodwill was impaired.

The amortization of intangible assets is included in the statement of comprehensive income:

2018
9,458

2017
9,136

Operating expenses S

As of December 31, 2018 and 2017, the intangible assets of the Group hadn’t been pledged as
collateral for long-term borrowing,

(Continued)
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Disposals of intangible assets in 2018 were caused by the loss of control over Digit Marketing. The
carrying amount of those assets was $278. For related information, please refer to note 6(j).

Other financial assets

Qther financial assets of the Group were as follows:

December 31, December 31,

2018 2017
Other current financial assets 3 109,136 220,613
Other receivables 9,408 2,901
Current restricted assets 429.336 544.098

$ 547.880 767,612

(i) Other current financial asset

Other financial assets mainly consist of time deposits whose term is less than one year.

(ii) Other receivable

Other receivables mainly consist of receivables of common stock issuance from Adden
Technology (HK) Co., Ltd., the fee received from convenience stores, receipts under custody
by bank but not transferred into the Company, and interest receivables.

(iii) Current restricted assets

Current restricted assets mainly consist of time deposits pledged as collateral and receipts
under custody from transaction between members on 8591 Virtual Treasure Trade. Please refer
to note 8 for the information of pledged assets.

Other current assets and other non-current assets
Other current assets and other non-current assets were as follows:

December 31, December 31,

2018 2017

Current prepaid expense $ 12,085 5,151
Current temporary payments 9,070 20,978

- Others 150 1.971
Subtotal 21.305 18.773
Guarantee deposits paid 956 1.191
Subtotal 956 728
Total $ 22,261 19,501

(i) Current prepaid expense

Current prepaid expense mainly consist of system outsourcing usage fee, domain service fee,
rent and insurance.

(Continued)
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(ii) Current temporary payments

Temporary payments consist of payment from online payment and advanced to member from
others on 8591 Virtual Treasure Trade.

(iii) Others

Others consist of payment on behalf of others from convenience stores and telecom operators
and input tax .

Other payables and Receipts under custody
Other payables and Receipts under custody were as follows:

December 31, December 31,

2018 2017

Current tax liabilities $ 76,409 72,948
Employee compensation payable 54,885 55,668
Compensation due to directors and supervisors 7,323 7,440
Payment for annual leave 3,302 3,319
Wages and salaries payable 112,315 174,461
Accrued expenses payable , 41,616 33,783

Subtotal 295,850 347,619
Receipts under custody 427.355 399.476
Total $ 723,205 747,095

Receipts under custody are collection on behalf of others which are not retrieved from member
transaction on 8591 Virtual Treasure Trade. The collection is deposited in individual trust account of
E. Sun Bank and other bank accounts.

Operating lease
(i) Leases as lessee
Non-canceliable operating lease rentals payable were as follows:

December 31, December 31,

2018 2017
Less than one year 5 7,492 7.659
Between one and five years ‘ 4.602 1,540
$ 12,094 9,199

The Group leases office building and broadband network under operating leases. The leases
typically run for a period of 1 to 5 years, with an option to renew the lease after that date.
Lease payments are increased every five years to reflect rental at fair value. Some leases
provide for additional rent payments that are based on changes in a local price index.

(Continued)
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(i) Leases as lessor

The Group leases out its investment properties (see Note 6(1)). The future minimum lease
payments under non-cancellable leases are as follows:

December 31, December 31,

2018 2017
Less than one year $ 1,634 696
Between one and five years 800 -
S 2,434 696

Rental income from investment property was $1,132 and $1,705 for 2018 and 2017,
respectively.

(r) Employee benefits

The Company allocates 6% of each employee’ s monthly wages to the labor pension personal
account at the Bureau of Labor Insurance in accordance with the provisions of the Labor Pension
Act. The pension benefit obligation of Adden Technology (Shenzhen) Co., Ltd. is defined
contribution plan. Adden (Shenzhen) contributes and deposits insurance money to employee’ s
endowment insurance account, which is totally separated from the company. The account transfers
as long as the employee leaves, and the money contributed should be recognized as current expense.
Under these defined contribution plans, the Group allocates a fixed amount to the Bureau of Labor
Insurance without additional legal or constructive obligation.

The pension costs amounted to $15,911 and $13,534 for the years ended December 31, 2018 and
2017, respectively.

(s) Income tax

According to the amendments to the "Income Tax Act” enacted by the office of the President of the
Republic of China (Taiwan) on February 7, 2018, an increase in the corporate income tax rate from
17% to 20% is applicable in 2018.

(i) Income tax expense

The components of income tax in the years 2018 and 2017 were as follows:

2018 2017
Current tax expense
Current period 148,336 135,071
Adjustment for prior periods (112) (123)
148,224 134.948
Deferred tax expense
Origination and reversal of temporary differences 3,703 2,070
Adjustment in tax rate (4.078) -
(375) 2,070
Tax expense 147.849 137,018

(Continued)



Adden Technology Co., Ltd. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

50

2018 2017
Income tax expense from continuing operations 147,849 108,520
Income tax from discontinued operation (excluding gain on - (1,558)
sale)
Income tax on gain on sale of discontinued operation - 30,056
147,849 137,018
Reconciliation of income tax and profit before tax were as follows:
2018 2017
Profit excluding income tax $ 753.653 776,733
Income tax using the company's domestic tax rate 150,731 132,044
10% surtax on undistributed retained earnings - 456
Adjustment in tax rate (4,078) -
Others 1,196 4,518
3 147.849 137,018

(ii} Recognized deferred tax assets and liabilities

Change in the amount of deferred tax assets and liabilities for 2018 and 2017 were as follows:

Unrealized
loss on
valuation of Loss on
inventories  investment QOthers Total
Deferred tax assets:
Balance at January 1, 20138 $ 1,547 20,522 2,018 24,087
Recognized in profit or loss , (867) (228) 1,296 201
Effect of movement in exchange - - (17 (17
rates
Balance at December 31,2018 § 680 20,294 3,297 24,271
Balance at January 1, 2017 $ 1,547 24,108 857 26,512
Recognized in profit or loss - (3,586) 1,169 (2,417)
Effect of movement in exchange - - (8 (£:3)]
rates
Balance at December 31, 2017 § 1,547 20,522 2,018 24,087
Others Total
Deferred tax liabilities:

Balance at January 1, 2018 $ (187) (187)
Recognized in profit or loss 174 174
Balance at December 31, 2018 s 13 (13)
Balance at January 1, 2017 § (534) (534)
Recognized in profit or loss 347 _347
Balance at December 31, 2017 $ (187) (187)

(Continued)
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(iii) Assessment of tax

The Company’s tax returns for the years through 2016 were assessed by the tax authority. The
tax returns for Adden Technology (SHENZHEN) Co., Ltd. was declared to local tax authority
for the years through 2017.

Capital and other equity

As of December 31, 2018 and 2017, the total value of authorized ordinary shares both amounted to
$500,000 with par value of $10 per share, and the contributed capital amounted to $425,790 and

$425,805, respectively.
Reconciliation of shares outstanding for 2018 and 2017 was as follows:

(in thousand shares)

Ordinary share
2018 2017
Balance on January 1 42,581 42,583
Retirement of restricted stock awards () 2)
Balance on December 31 $ 42,579 42,581

(i) Ordinary share

As of 2018 and 2017, the Company had cancelled both 2 thousand shares since the employees
did not achieve the vesting conditions of restricted stock awards.

(ii) Capital surplus
The balances of capital surplus as of December 31, 2018 and 2017, were as follows:

December 31, December 31,

2018 2017
Share premium $ 410,247 533,829
Restricted stock awards 8,658 32,756
Employee share options _ 2,269 -
Changes in equity of associated and joint ventures accounted
for using equity method 641 -
$ 421,815 566.585

At the general meeting of shareholders held on June 14, 2018, and June 1, 2017, the Company
approved a resolution to distribute $149,032 and $191,623 from capital surplus of share
premium as cash dividend of $3.5 and $4.5 per share, respectively.

According to the R.0.C. Company Act, capital surplus can only be used to offset a deficit, and
only the realized capital surplus can be used to increase the common stock or be distributed as
cash dividends. The aforementioned realized capital surplus includes capital surplus resulting
from premium on issuance of capital stock and earnings from donated assets received.
According to the Regulations Governing the Offering and Issuance of Securities by Securities
Issuers, capital increases by transferring capital surplus in excess of par value should not
exceed 10% of the total common stock outstanding.

(Continued)



52

Adden Technology Co., Ltd. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

(iii) Retained earnings

The Company's article of incorporation stipulate that Company's net earnings should first be
used to offset the prior years' deficits, if any, before paying any income taxes. Of the
remaining balance, 10% is to be appropriated as legal reserve, until the accumulated legal
capital reserve has equaled the total capital of the Company; then set aside a special
capital reserve in accordance with relevant laws, and then any remaining profit together
with any undistributed retained earnings shall be distributed according to the distribution plan
proposed by the Board of Directors and submitted to the stockholders® meeting for approval.

1)

2)

3)

Legal reserve

According to the amendment of the R.O.C. Company Act in January 2012, the Company
must retain 10% of its after-tax annual earnings as legal reserve until such retention
equals the amount of total capital. When a company incurs no loss, it may, pursuant to a
resolution by a shareholders’ meeting, distribute its legal reserve by issuing new shares
or by distributing cash, and only the portion of legal reserve which exceeds 25% of
capital may be distributed.

Special reserve

At the general meeting of shareholders held on June 14, 2018 and June 1, 2017, the
Company approved a resolution to reclassified undistributed earnings to special earnings
reserve with amounts of $63,253 and $45,422, respectively. As of December 31, 2018
and 2017, the balance of special earnings reserve were $121,582 and $58,329.

Earnings Distribution

Earnings distribution for 2017 and 2016 was decided by the resolution adopted, at the
general meeting of shareholders held on June 14, 2018 and June 1, 2017, respectively.
The relevant dividend distributions to shareholders were as follow:

2017 2016
Amount per Total Amount per Fotal
Share amount Share amount
Dividends distributed to
common shareholders;
Cash 5 12.00 510,966 10.50 447,122

On March 14, 2019, the Company's Board of Directors resolved to appropriate the 2018
earnings. The cash dividend distributed to shareholders is $10.6 dollar per share from
earnings, and $1.9 dollar per share from capital surplus of share premium.

(Continued)
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(iv) OCI accumulated in reserve, net of tax

Unrealized
gains (losses)
from financial Unrealized

- Exchange assets gains
differences on measured at (losses) on
translation of fair value available-
foreign through over for-sale
financial comprehensive  financial Unearned
statements income assets compensation Amount
Balance at January 1, 2018 by (69,437) - (52,143) (15,487) (137,067
Effects of retrospective application - {49.695) 52,143 - 2,448
Balance at January 1, 2018 after adjustments (69,437) (49,695) - (15,487) {134,619)
Exchange differences of net asset in foreign (11,497 - - - (11,497)
operations
Unrealized gains (losses) from financial assets - {69,648) - - (69,648)
measured at fair value through other
comprehensive income
Share-based payment - - - 12,910 12,910
Retirement of restricted stock awards - - - 299 299
Balance at December 31, 2018 $ {80,934) (119,343) - (2,278) (202,555)
Balance at January 1, 2017 $ (58,567) - 240 (51,642) {109,969)
Exchange differences of net asset in foreign (10,870) - - - (10,870)
operations
Unrealized gains (losses) on available-for-sale - - (52,383) - (52,383)
financial assets
Share-based payment - - - 35,657 35,657
Retirement of restricted stock awards - - - 498 498
Balance at December 31, 2017 $ 69,437) - (52,143) {15,487) (137.067)

(u) Share-based payment

The Board of Directors’ meeting on June 16, 2016, the Company decided to award 737 thousand
new shares of restricted stock to those full-time employees whose performance assessment was
excellent. The restricted stock which has been registered and approved by the Securities and Futures
Bureau of the Financial Supervisory Commission, R.O.C. would be issued in different times. On
September 19, 2016, the Board of Directors issued 320 thousand shares of the restricted stock. The
record date for the capital increase through issuance of restricted shares was October 14, 2016,

Those employees with the restricted stock awards are entitled to obtain complimentary shares with
the condition that these employees achieve the performance and continue to provide service to the
Company for at least 3 years (from the grant date). 40% of the restricted stock is vested in year 1
after the grant date, 40% of the restricted stock is vested in year 2 after the grant date, and the
remaining 20% is vested in year 3 after the grant date.

If these employees who obtain the restricted stock awards violate Regulations Governing Issuance of
Restricted Stock Awards in 2016, employment contract, confidential contract, trust contract, Ethical
Corporate Management Best Practice Principles, Codes of Ethical Conduct, the Rules of Information
Security, Work Rules, and so on, the Company will repurchase all the unvested shares without
charge, and cancel the shares thereafter.
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These shares shall not be sold, pledged, transferred, gifted, or disposed of by any other means to
third parties during the custody period, except for inheritance. The voting rights of these
shareholders are executed by the custodian, and the custodian will act based on law and regulations.
The rights of shares are the same as issued ordinary share, except for the above restrictions.

As of December 31, 2018 and 2017, the balances of unearned compensation were $2,278 and
$15,487 and the expenses sprang from the restricted stock awards were $14,546 and $35,657,
respectively.

Digit Marketing Co., Ltd. and Adden Technology (HK) Co., Ltd. conducted cash offering and
retained part of its shares for the Group’s employees in September. The expense from the share
which the Company’s employee subscribed was $2,269.

Earnings per share
(i) Basic earnings per share

The calculation of basic earnings per share at December 31, 2018 and 2017, were based on the
profit attributable to ordinary shareholders of the Company of $595,540 and $634,379 and the
weighted average number of ordinary shares outstanding of 42,417 thousand and 42,290
thousand, calculated as follows:

1)  Profit attributable to ordinary shareholders of the Company

2018 2017
Continuing operations $ 595,540 499,389
Discontinued operations - 134,990
Profit attributable to ordinary shareholders of the S 595.540 634,379

Company
2)  Weighted average number of ordinary shares (thousand shares)

2018 2017
Issued ordinary shares at 1 January 42,390 42,263
Vesting of restricted stock 27 27
Weighted average number of ordinary shares outstanding 42.417 42,290

at December 31
(i) Diluted earnings per share

The calculation of diluted earnings per share at December 31, 2018 and 2017, were based on
the profit attributable to ordinary shareholders of the Company of $595,540 and $634,379 and
the weighted average number of ordinary shares outstanding after adjustment for the effects of
all dilutive potential ordinary shares of 42,741 thousand and 42,662 thousand, calculated as
follows:
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1) Profit attributable to ordinary shareholders of the Company (diiuted)

Continuing operations
Discontinued operations

Profit attributable to ordinary shareholders of the
Company(diluted)
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2018 2017
595,540 499,389
- 134,990
595,540 634,379

2)  Weighted average number of ordinary shares outstanding (diluted)(thousand shares)

Weighted average number of ordinary shares outstanding
(basic)

Effect of restricted employee share unvested

Estimated effect of employee stock bonuses

Weighted average number of ordinary shares outstanding
at December 31 (diluted)

3)  Earnings per share

Basic earnings per share
Continuing operations
Discontinued operations

Diluted earnings per share
Continuing operations
Discontinued operations

(w) Revenue from contracts with customers

(i) Disaggregation of revenue

Primary geographical markets:
Taiwan
Other

Major products/services lines:
Internet service revenue
Online advertising solicitation
Commission
Product sales

2018 2017
42,417 42,290
50 95
274 277
42,741 42,662
2018 2017
14.04 11.81
- 3.19
14.04 15.00
13.93 11.71
- 3.16
13.93 14.87
2018

$ 1,430,087

48,657

$ 1,478,744

$ 1,056,875

12,114

345,150

64.605

S 1.478,744

(Continued)



x)

)

56

Addcn Technology Co., Ltd. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

For details for revenue for 2017, please refer to note 6(x).

For the year ended December 31, 2018, revenue from e-commerce was $1,363,006, which was
92% of total revenue.

(ii) Contract balances

December 31, January 1,
2018 2018
Accounts receivable $ 132,183 163,313
Less: allowance for impairment (11.804) (626)
$ 120.379 162.687
December 31, January 1,
2018 2018
Contract liability-internet service $ 199,303 188,094
Contract liability-online advertising solicitation 50 1.054
S 199,353 189,148

For details on account receivable and allowance for impairment, please refer to note 6(f).
Revenue

The details of revenue for the year ended December 31, 2017 was as follows:

2017
Continuing Discontinued
operation operation Total
Online product sales 3 38,228 105,072 143,300
Internet service revenue 924,516 - 924,516
Commission 337,011 - 337,011
Others 71.438 - 71,438
S 1,371,193 105,072 1,476,265

For details on revenue for 2018, please refer to note 6(w).

For the year ended December 31, 2017, revenue from e-commerce was $1,299,755, which was 95%
of total revenue.

Employee compensation and directors' and supervisors' remuneration

In accordance with the articles of incorporation, the Company should contribute no less than 1% of
the profit as employee compensation and less than 3% as directors' and supervisors' remuneration
when there is profit for the year. However, if the Company has accumulated deficits, the profit
should be reserved to offset the deficit. The recipients of shares and cash may include the employees
of the Company's affiliated companies who meet certain conditions.

(Continued)
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For the years ended December 31, 2018 and 2017, the Company estimated its employee
remuneration and directors' and supervisors' remuneration amounting as following:

2018 2017
Employee compensation 54,860 53,902
Directors' and supervisors' remuneration 7,323 7.440
62,183 61,342

The estimated amounts mentioned above are calculated based on the net profit before tax, excluding
the remuneration to employees, directors and supervisors of each period, multiplied by the
percentage of remuneration to employees, directors and supervisors as specified in the Company's
articles. These remunerations were expensed under operating costs or operating expenses during
2018 and 2017.

The amounts, as stated in the consolidated financial statements, are identical to those of the actual
distributions for 2018 and 2017. Related information would be available at the Market Observation

Post System website.
Non-operating income and expenses
Other income

The details of other income were as follows:

2018 2017
Processing fee income $ 9,583 9,949
Others 8.179 2.678
$ 17,762 12,627

Reclassification adjustments of components of other comprehensive income

The details of reclassification adjustments of components of other comprehensive income were as
follows:

2018 2017

Available-for-sale financial assets:
Net change in fair value $ - (52,383)
Net change in fair value reclassified to profit or loss - -

Debt instruments at fair value through other comprehensive

income

Net change in fair value (2,679) -

Net change in fair value reclassified to profit or loss (240) -
Net change in fair value recognized in other comprehensive § (2,919) (52.383)
income
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(ab) Financial instrument
(i) Categories of financial instruments
1)  Financial assets

December 31, December 31,

2018 2017

Financial assets at fair value through profit or loss:

Financial asset designated as at fair value through profit

or loss ' $ 22.340 -

Financial assets at fair value through other comprehensive

income 266.002 -
Available-for-sale financial assets (including financial

assets measured at cost $57,128) - 276.122
Amortized cost financial assets (loans and receivables):

Cash and cash equivalents 680,165 628,363

Note and trade receivable 120,379 162,687

Account receivable due from related parties 20,781 -

Other financial asset 547,880 767.612
Total $ 1,657.547 1.834,784

2) Financial liabilities

December 31, December 31,

2018 2017
Financial liabilities measured at amortized cost:
Note and trade payable 3,713 5,850
Other payable , 295,850 347,619
Other payable to related parties ‘ 6,962 -
Receipts under custody _ 427.355 399.476
Total $ 733,880 752,945

(i) Creditrisk
1) Credit risk exposure

As of December 31, 2018 and 2017, the Group’s maximum amount exposed to credit risk
were $1,657,647 and $1,834,784, respectively.
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2)  Concentration of credit risk
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As the Group has a large customer base and does not have a significant concentration of
transactions with a single customer, the credit risk of accounts has no significant

concentration.

(iii) Liquidity risk

The following table shows the contractual maturities of financial liabilities, including
estimated interest payments and excluding the impact of netting agreements.

December 31, 2018
Non-derivative financial liabilities
Note and trade payable
Other payable
Other payable to related parties

Receipts under custody

December 31, 2017
Non-derivative financial liabilities
Note and trade payable
Other payable

Receipts under custedy

(iv) Currency risk

)

1)  Exposure to foreign currency risk

Contractual
cash flows Within 6 monthg

3,713 3,713
295,850 294,817

6,962 6,961
427.355 427,355
733,880 732,846

5,850 5,850
347,619 347,619
399.476 399.476
752.945 752,945

The Group did not face significant exposure to foreign currency risk on financial assets

and liabilities.

Interest rate analysis

Please refer to the notes on liquidity risk management and interest rate exposure of the Group's

financial assets and liabilities.

{(Continued)
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1)

Fair value hierarchy
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The fair value of financial assets and liabilities at fair value through profit or loss, and
financial assets at fair value through other comprehensive income (available for sale
financial assets )is measured on a recurring basis. The carrying amount and fair value of
the Group’ s financial assets and liabilities, including the information on fair value
hierarchy were as follows; however, except as described in the following paragraphs, for
financial instruments not measured at fair value whose carrying amount is reasonably
close to the fair value, and for equity investments that has no quoted prices in the active
markets and whose fair value cannot be reliably measured, disclosure of fair value

information is not required:

December 31, 2018
Fair value
Book Vaiue Level 1 Level 2 Level 3 Total
Financial assets at fair
value through profit or
loss
Financial assets
designated as at fair
value through profit
or loss $ 22.340 - 22.340 - 22,340
Financial assets at fair value
through other
comprehensive income
Stocks in domestic
listed company 58,197 - 58,197 - 58,197
Stock in unlisted company 137,454 - - 137,454 137,454
Funds 14,158 14,158 - - 14,158
Bonds 56,193 56,193 - ' - 56,193
Total $ 288342 70,351 80,537 137,454 288,342
December 31, 2017
Fair value
Book Value Level 1 Level 2 Level 3 Total
Available-for-sale
financial assets
Stocks in domestic _
listed company $ 135731 - 135,731 - 125,731
Funds 16,477 16,477 - - 16,477
Bonds 66,786 66,786 - - 66,786
Financial assets measured
at cost 57,128 - - - -
Total $_ 276,122 83,263 135,731 - 218.994
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2)  Valuation techniques for financial instruments measured at fair value
a) Non-derivative financial instruments

If a financial instrument has a quoted price in an active market, the quoted price is
used as fair value, The quoted price of a financial instrument obtained from major
exchanges and over-the counter markets are the basis used to determine the fair
value of a listed company’s stock and the quoted prices in an active market,

In addition, fair value of private placement listed equity instrument is measured by
the market value of investee, and the value of put option is measured as no-active-
market liquidity discount to adjust the effect that the equity security lacks of market
liquidity. The main assumption is that when investors hold restricted equity
securities, they can buy put option which the strike price is equivalent of market
value of restricted equity securities, to ensure that investors can still sell their
restricted equity securities at current market price after the termination of restricted
trading period. Therefore, the value of put option, which is measured by Black-
Scholes model, stands for the cost that investors are willing to pay in order to
ensure the liquidity of equity security market.

The Group uses the following methods in determining the fair value of its financial
instruments without a quoted price in an active market:

Financial assets at FVOCI- non-current are investments in non-listed stock. The fair
value is based on the market approach of comparable business. For non-listed
stock, the price is based on the estimated earnings before interest, taxes,
depreciation, and amortization of investee and the quoted price in an active market
of comparable companies. The estimated fair value is adjusted for the lack of
liquidity.

3) Reconciliation of Level 3 fair values

Fair value through other
comprehensive income
{Available-for-sale financial

assets)
Unqguoted equity instruments

Opening balance, January 1, 2018 $ 59,576
Total gains and losses recognized

In profit or loss -

In other comprehensive income 10,805
Purchased 67.073
Ending Balance, December 31, 2018 $ 137,454

Opening balance, January 1, 2017 -
Total gains and losses recognized
In profit or loss -
In other comprehensive income -
Ending Balance, December 31, 2017 -

(Continued)
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For the years ended December 31, 2018 and 2017, total gains and losses that were
included in “other gains and losses”, “unrealized gains and losses from available-for-sale
financial assets” and “unrealized gains and losses from financial assets at fair value
through other comprehensive income” were as follows:

2018 2017

Total gains and losses recognized

In other comprehensive income, and presented in 13,253
“unrealized gains and losses from financial
assets at fair value through other
comprehensive income™

1

Quantified information on significant unobservable inputs (Level 3) used in fair value
measurement

The Group’ s financial instruments that use Level 3 inputs to measure fair value in
“financial assets measured at fair value through other comprehensive income — equity
security investments™.

Most of fair value that use Level 3 have single significant unobservable inputs, only
measurements of fair value of equity instruments without an active market had several
significant unobservable inputs. Due to independence of significant unobservable inputs
in equity instruments without an active market, there were no exist correlation between
each other.

Quantified information of significant unobservable inputs was as follows :

Inter-relationship
between significant
unobservable inputs

Valuation Significant and fair value
Item technique unobservable inputs measurement
Financial assets at Comparable - P/Bratio (2.23~14.02  The estimated fair
fair value through company on December 31, value would increase
other analysis 2018) (decrease) if:
?omprehensi\'re « P/E ratio (15.36~19.82 - the P/B ratio were
_Income (Avaﬂ:.a,ble on December 31, higher (lower);
for sale financial ' 2018) - the P/E ratio were

assets) equity - Lack-of-Marketability higher (lower); or

investments Discount Lack-of:

_ ) - Lack-of-
Wlﬂf‘it an active (9.54%~48.04% on marketability
marke December 31, 2018) discount were

lower (higher).
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Inter-relationship
between significant
unobservable inputs

Valuation Significant and fair value
Item technique unobservable inputs measurement
Financial assets at Net asset + Net asset valuation Not applicable
fair value through  valuation
other method

comprehensive
income (Available
for sale financial
assets) stock
investigation

(ac) Financial risk management

@

(i)

Overview

The Group have exposures to the following risks from its financial instruments:
1)  creditrisk

2)  liquidity risk

3) marketrisk

The following likewise discusses the Group’s objectives, policies and processes for measuring
and managing the above mentioned risks. For more disclosures about the quantitative effects of
these risks exposures, please refer to the respective notes in the accompanying consolidated
financial statements.

Framework of risk management

The Board of Directors has responsibility for the establishment and oversight of the risk
management framework. Internal Audit is responsible for identifying and analyzing the risk
faced by the Group. The heads of departments set appropriate risk limits and controls, and to
monitor risks and adherence to limits. The Group, through its training and management
standards and procedures, aims to develop a disciplined and constructive control environment
in which all employees understand their roles and obligations.

The Group Supervisor oversees how management monitors compliance with the Group’s risk
management policies and procedures, and reviews the adequacy of the risk management
framework in relation to the risks faced by the Group. The Group Supervisor is assisted in its
oversight role by Internal Audit. Internal Audit undertakes both regular and ad hoc reviews of
risk management controls and procedures, the results of which are reported to the Supervisor.
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(iii) Credit risk

(iv)

)

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Group’s
receivables from customers and investments in debt securities.

1)  Trade and other receivable

The exposure to credit risk is affected by each individual client. The management
considers the basic statistics data of client, including the default risk of client’s industry
and country which probably affect credit risk.

The Group has established a credit policy under which each new customer is analyzed
individually for creditworthiness before the Group’s standard payment, and delivery
terms and conditions are offered. The Group’s review includes external ratings, when
available, and, in some cases, bank references. Purchase limits are established for each
customer and represent the maximum open amount without requiring approval; these
limits are reviewed quarterly. Customers that fail to meet the Group’s benchmark
creditworthiness may transact with the Group only on a prepayment basis.

The Group establishes an impairment allowance that represents its estimate of incurred
losses in respect of trade receivable, other receivable, and investment, The components
of this impairment allowance are a specific loss component that relates to individually
significant exposures, and a collective loss component established for groups of similar
assets in respect of losses that have been incurred but not yet identified. Collective loss
component established for groups is based on similar historical payment data of financial
assets.

2) Investments

The exposure to credit risk for the bank deposits, fixed income investments, and other
financial instruments is measured and monitored by the Group’s finance department. The
Group only deals with banks, other external parties, corporate organizations, government
agencies and financial institutions with good credit rating. The Group does not expect
any counterparty above fails to meet its obligations hence there is no significant credit
risk arising from these counterparties.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. The Group’ s approach to managing liquidity is to ensure, as far as possible, that it
always has sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Group’s reputation.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, will affect
the Group’ s income or the value of its holdings of financial instruments. The objective of
market risk management is to manage and control market risk exposures within acceptable
parameters, while optimizing the return.
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1)  Currency risk

The Group is exposed to currency risk on sales, and purchases that are denominated in a
currency other than the respective functional currencies of the Group’s entities, primarily
the New Taiwan Dollar (NTD), Hong Kong Dollar (HKD), and Chinese Yuan (CNY).
The currencies used in these transactions are the NTD, US Doilar (USD), HKD, and
CNY.

(ad) Capital management

The Board’ s policy is to maintain a strong capital base so as to maintain investor, creditor, and
market confidence, and to sustain future development of the business. Capital consists of ordinary
shares, capital surplus, retained earnings, and non-controlling interests. The Board of Directors
monitors return on capital and also controls the level of dividend. The Group's debt-to-equity ratio at
the end of the reporting period as of December 31, 2018 and 2017 were as follows:

December 31, December 31,

2018 2017
Total liabilities h) 968,341 975,734
Less: cash and cash equivalents 680,165 628,363
Net debt $ 288.176 347,371
Total equity $ 1,723,089 1,844,022
Debt-to-equity ratio at December 31 16.72 % 18.84 %

As of December 31, 2018, the Group’s capital management strategy was not changed. The debt-to-
equity ratio was decreased on December 31, 2018, due to cash inflow generated from operating
which increases the balance of cash and cash equivalents and reduces net debt.

(7) Related-party transactions:

(@

(b)

Names and relationship with related parties

The followings are entities that have had transactions with related party during the periods covered
in the consolidated financial statements.

Name of related party Relationship with the Group
Digit Marketing Co., Ltd. The Group's associate

Significant transactions with related parties

(i) The Company lost control over Digit Marketing Co., Ltd on October 22, 2018. Therefore,
transaction with Digit Marketing from October 22, 2018 to December 31, 2018 was not
eliminated in the consolidated financial statements, and should be listed in disclosures.
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(i) The amounts of services provided by the Group to related parties and account receivable due to
related parties were as follows:

Sales amount Account receivable
December December
2018 2017 31,2018 31,2017
Associate S 4,949 - 20,781 -

The Company signed exclusive advertising selling and collaboration agreement with Digit
Marketing on October 15, 2018. The Company agreed that Digit Marketing could sell the
advertising banner on the Company’s platform. The agreement is valid from signing day to
December 31, 2021, but both parties can extend or shorten the agreement period by their
needs. Term for receivable collection is 180 days. Related parties do not receive collateral for
receivables, and there is no need to recognize impairment loss after assessment.

(iii} Leases

The Company leased Taipei office and Kaohsiung office to associate at March 2018 and
August 2018, respectively. Total value of agreement is $2,160 (with tax) and $35 (with tax),
which is referred to three-year and one-year agreement of nearby office rent, respectively. Rent
revenue is $120 from October 2018 to December 2018. There is no unpaid balance on
December 31, 2018.

(iv) Other transaction with related parties

December 31, December 31,

Account Relationship 2018 2017
Other income Associate $ 4,151 -
Commission expense Associate 10,8438 -
Rent income Associate 120 -
Other payable Associate 6.962 -

$ 22.081

(¢) Key management personnel compensation

Key management personnel compensation comprised:

2018 2017
Short-term employee benefits 51,086 49,670
Share-based payments . 39.280 36,561
90,366 86,231

Please refer to note 6(u) for further explanation related to shared-based payments.
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(8) Pledged assets:

The carrying values of pledged assets were as follows:

December 31, December 31,

Pledged assets Object 2018 2017
Time deposits(interest rate License of employment service $ 3,000 3,000
1.02%~1.065% annuaily) agency

(9) Significant Commitments and Contingencies:

(a) The Company had been investigated by prosecution authority on December 28, 2013, and New
Taipei District Prosecutor Office had already indicted Liao Shih-Fang, Wu Tsung-Hsien and Wang
Cheng-Yu, who were the Company’s chairman, president and ex-director respectively. Origin of the
case, facts of indictment, Company’s strategy and influence on Company’s operation are stated as
below:

®

(i)

Origin of the Case and Facts of Indictment

8591 Virtual Treasure Trade, which is operating under the Company, had been investigated by
prosecution authority on December 28, 2013, due to people’s report of the violation of Act
Governing Issvance of Electronic Stored Value Cards, and the Company’s chairman, president
and ex-director had been indicted for violating latter part of paragraph 1 of Article 30 of Act
Governing Issuance of Electronic Stored Value Cards. The Company issued electronic stored
value cards totaling 18.6 billion NT dollars without authority’s permit from January 26, 2009
to February 28, 2013.

Company’s Strategy

The Company had engaged attorney to verify the elements of crime of relative articles of the
law and found that the business model of the Company did not violate the law. 8591 Virtual
Treasure Trade, which referred to operating model of similar foreign platform to design
relative payment transaction, is mainly to maintain internet trading safety and to prevent from
internet frand. No consumer suffered from property loss from opening day to date. Therefore,
the Company’s engaged attorney believed that it is highly probable that the lawsuit would be
found of no guilty.

The Company agreed to and signed “Collection and Payment Transfer of Internet Trading —
Deposit and Payment Account Service Agreement” on January 9, 2014, based on the stored
value and payment mechanism of 8591 Virtual Treasure Trade. Members’ stored payment was
kept by E.Sun Bank. Meanwhile, to promote the business and development of trading platform,
the Company agreed to and signed ° Collection and Payment Transfer of Trust Money
Agreement’ regarding business of collection and payment transfer, which was according to
authorization requirements of paragraph 2 of Article 3 of the Act Governing Electronic
Payment Institutions, and complied with enforcement decree of the authorization. Payment of
member transaction was kept by the bank trust, and the Company would keep focusing on
maintenance of websites and serving safe and convenient virtual treasure trade platform.
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‘New Taipei District Court made the first instance judgment on February 22, 2017 that the
Company’ s chairman, president and ex-director were all not guilty. The prosecutor filed an
appeal due to the disagreement of the original verdict. Taiwan High Court made the second
instance judgment and dismissed the prosecutor’s appeal on January 19, 2018. The prosecutor
had not filed an appeal and the three defendants were found innocent; therefore, the lawsuit did

not pose any adverse effect on the Company.

{10) Losses Due to Major Disasters: None

(11) Subsequent Events: None

(12) Other:

(a) A summary of current-period employee benefits, depreciation, and amortization, by function, is as

(b)

(©)

follows:
| 2018 2017
By funtion| Costof [Operating Cost of |Operating
By item Sale Expense Total Sale Expense Total
Employee benefits
Salary 185,725 176,954 362,679 177,172 | 223,635 402,807
Labor and health insurance 6,229 7,077 13,306 4,491 6,572 11,063
Pension 12,211 3,700 15,911 9,771 3,763 13,534
Remuneration of directors - 5,511 5,511 - 5,665 5,665
Others 4,548 6,146 10,694 4,323 5,780 10,103
Depreciation 14,714 13,809 28,523 13,238 13,784 27,022
[ Amortization - 9,458 9,458 - 9.136 9,136

Seasonality of operations

The Group's operations were not affected by seasonality or cyclicality factors.

Discontinued operation

To focus on business of online platform, the Company’s Board of Directors approved to sell 101
Original Design T-shirt department (clothes sale department) to Guangxu Network Technology Co.,
Ltd. on March 14, 2017, and finished sales of business by agreement on June 14, 2017.
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Profit and loss, and cash flows from discontinued operation are summarized as follows:

2017

Results from operating activities:

Sales revenue 105,072

Operating costs (77.553)

Gross profit 27,519

Operating expenses (36.456)

Operating loss (8,937)

Non-operating income and expenses -

Profit from discontinued operation before tax (8,937)

Tax income 1,558
Profit from discontinued operation (7,379)
Gain on sale of discontinued operation 172,425
Income tax on gain on sale of discontinued operation (30.056)
Total profit from discontinued operation , 134,990
Cash flows from discontinued operation:

Net cash from operating activities b 11,375

Net cash from investing activities -
Net cash inflow 5 11.375
Effects of disposal on the financial position of the Group:

December 31,
2017

Cash and cash equivalents 3 15,000
Other current assets 56
Property, plant and equipment 124
Other current liabilities (8,255)
Net assets and liabilities $ 6,925
Consideration received, satisfied in cash $ 179,350
Cash and cash equivalents disposed of -
Net cash inflow $ 179,350
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(2) Information on significant transactions:
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The following is the information on significant transactions required by the “Regulations Governing the Preparation of Financial
Reports by Securities Issuers” for the Group:

M
(i)
(iii)

()

\7]
{vi)
(vii)

Loans to other parties:None

Guarantees and endorsements for other parties:None

Securities held as of December 31, 2018 (excluding investment in subsidiaries, associates and joint ventures):

(In Thousands of New Taiwan Dollars)

Category and Ending balance Highest
Name of holder name of Relationship Account: Shares/Units Carrvi i Percentage of Fair value Percentage of N
security with company title (thousands) | “BIYINE YalUe | gumership (%) ownership (% ote
The Company [Stock None [Equity investments 343 13,123 11,42 % 13,123 1256 %
Packer cleaning = [t FVOCT
e,
[The Company tock None [Eqaity investments 2,000 23,663 3.64 % 23,663 364 %
ridge Roots lat FVQCT
apital
[The Company tock Nane [Equity investments 100 8,538 585 % 8,538 171 %
herri Tech Inc. lat FVOCT
[The Company tock None Equity investments 9,572 58,157 8.11 % 58,197 8.11 %
INewretait Co., Ltd. lat FVOCT
[The Company [Fund None Debt investments - 1,740 - % 1,740 - %
UPAMC China lat FVOCT
High Vield Bond
[Fund
[The Company [Fund None [Debt investments - 3,695 - % 3,695 - %
[UPAMC Dyna- fat FVOCT
|Strategy Global
[Multi-Asset Fund
B TWD
[The Company Fund None [Debt investments - 8,723 - % 8,723 - %
Amundi Funds 11- lat FVOCT
Emerging Markets
Bond U USD D
|§¥D
[The Company ond None [Debt investments - 18,334 - % 18,334 - %
[Formosa Group fat FVOCT
ICorporate Bond
(The Company  [Bond None IDett investments - 37,859 - % 3785 - %
Citigroup Global lat FYOCT
Market Inc.
ICorporate Bond
ladden Technology [Stock None [Equity investments - 62,130 172 % 92,130 8.74 %
(Samoa) Bridge Root Fund, fat FWOCT
[P,

Individual securities acquired or disposed of with accumulated amount exceeding the lower of NT$300 million or 20% of
the capital stock: None

Acquisition of individual real estate with amount exceeding the lower of NT$300 million or 20% of the capital stock: None

Disposal of individual real estate with amount exceeding the lower of NT$300 million or 20% of the capital stock: None

Related-party transactions for purchases and sales with amounts exceeding the lower of NT$300 million or 20% of the
capital stock: None

(viil) Receivables from related parties with amounts exceeding the lower of NT$100 million or 20% of the capital stock:None

(ix) Trading in derivative instruments: None

{Continued)



Adden Technology Co., Ltd. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

(x) Business relationships and significant intercompany transactions:
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(Tn Thousands of New Taiwan Dollars)

Name of company

Name of counter-party

Nature of

relationship

Intercompany transactions

Account name

Amount

Trading terms

Percentage of the consolidated
net revenue of fotal assets

[The Company
[The Company
[The Company
|Adden Technology

SHENZHEN}
|Addcn Technology

|Addcn Technology
SHENZHEN)
Adden Technology
SHENZHEN)

Digit Marking (Note 6)
iAdden Technology (HK)

ladden Technology (HK)

SHENZHEN)

1

cost of service
rendered

|Account payable

)Commission
lexpense
|Account receivable

[Sala revenue

226,012
68,786
48,969
10,424

13,826

/T payment
[T/T payment
IT/T payment
IT/T payment

[T/T payment

15.49%

2.56%

331%

0.39%

1.27%

Note 1:
Note 2:

Note 3:

Note 4

Note 5:

Note 6:

(b

“{"represents the parent company. Subsidiaries are coded from Arabic numeral 1.

“1represents the transactions from parent company to subsidiary.
“2"represents the transactions from subsidiary to parent company.
“3" represents the transastions between subsidiaries.

Exchange rate for income statement was calculated in CNY: NTD=1:4.56 in 2018.

FExchange rate for balance sheet was caloulated in CNY: NTD=1:4.67 in 2018.

Exchange rate for income statement was calculated in HKD: NTD=1:3.85 in 2018.

Exchange rate for balance sheet was caleulated in HKD: NTD=1:3.92 in 2018.

Exchange rate for income statement was calculated in CNY: NTD=1:4.50 in 2017.

Exchange rate for balance sheet was calculated in CNY: NTD=1:4.57 in 2017,

Exchange rate for income sietement was calculated in HKD: NTD=1:3.90 in 2017.

Exchange rate for balance sheet was caleulated in HKD: NTD=i:3.81 in 2017.
Business relationships and significant intercompany transactions only disclosed the information of the Company’s cost and account payable.

Revenues and account receivable of counterparty would not be disclosed again.

Transactions within the Group were eliminated in the consofidated financial statements.

2018 and October 21, 2018 were listed in disclosures

Information on investees:

The Company Jost control over Digit Marketing Co., Ltd on October 22, 2018. Only the transaction with Digit Marketing between January 1,

The following is the information on investees for the years ended December 31, 2018 (excluding information on investees in Mainland China):

{In Thousands of New Taiwan Dollars)

Mein Balance as of December 31, 2018 Highest Net income Share of
Name of investor | Nama of invesiee businesses end Shares Percentage of Curying | Percentepe of {losses) profitsflosses of
Localion pioducts {thousands) wnership value wnership ol investes invesies Note
[The Company [Samoa Samoa [Forsign holding 25,760 100.00 %4 745,653 103.00 % 12,848 12,846 [Subsidiary
computy KNola 1)
Ithe Company  [Dgit Marking  [Taiwan Advertising 199 ke 28828 55.00 % 27,662 15,005 |Associste
[(Nols 2)
|Adden Technology [Adden Technology Flong Kong [Erecirenic 6,500 70,00 %3 431,720 100.00 % {188 E951 [Subsidiary
S2moz) KHK) information supply [(Note 1)

Note 1: Transactions within the Group were eliminated in the consolidated financial statements.

Note 2: The Company lost control over Digit Marketing Co., Ltd on October 22, 2018. The transaction with Digit Marketing between January 1, 2018 and
QOctober 21, 2018 were eliminated in the consolidated financial statements.

{Continued)
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(c) Information on investment in mainland China:
The names of investees in Mainland China, the main businesses and preducts, and other information:

®
(In Thousands of New Taiwan Dollars)
Accymulated Accumlated Net
Main Total cutflow of Investment flows outflow of income Highest Accwmu-lated
businesses amonnt Method |investment from investment from | (lasses) | P ag ge | L Highest | remittance of
Name of and of paid-in of Taiwan as of Taiwan as of of the of of incame Baok Percentage | earnings in
investes products capital | investment | January 1, 2018 | Outflow | Inflow |December 31, 2018) investee | ownership | owsership | (losses) valuz  |of ownership|current period
(Note 33 | (Note 1) Mo 3) (Note 3} Noie2)
tadden System 634,661 (1) 654,661 B . 654,661 10913 100.00% [ 100.00% 10913 608351 - -
[Technology  [application  |(USD20,200) (USE20,200 (USD20,200
(SHENZHEN): I d) thonsand} thousand)
land customner
service
Note: Transactions within the Group were eliminated in the consolidated financial statements.
(ii} Limitation on investment in Mainland China:
Accumulated Investment in Mainland China as Investment Amounts Authorized by
of December 31, 2018 Investment Commission, MOEA Upper Limit on Investment
654,661 654,661 1,021,424
(USD20,200 thousand) (USD20,200 thousand)

Note 1: Re-investment company in mainland China established through investments of a third district.

Note 2: Recognized according to the Accountant audit financial report of the company invested into.
Note 3: The amounts of accumulated outflow of investment from Taiwan were translated into New Taiwan dollars on the original outflow day.
Note 4: The upper limit on investment was calculated in accordance with the regulations of the Investment Commission of the Ministry of Economic

Affairs for 60% of the net equity or consolidated net equity.
(iii) Significant transactions:
The significant inter-company transactions with the subsidiary in Mainland China, which were eliminated in the preparation of
consolidated financial statements, are disclosed in “Information on significant transactions”.

(Continued)
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(14) Segment information:

The Group has two reportable segments as the following. The reportable segments are the Group®s
strategic divisions. They offer different products and services, and are managed separately because they
require different technology and marketing strategies. However, the Group sold the clothes sale
department on June 14, 2017. So, from January 1 to December 31, 2018, the Group had only one
reportable segment. The chief operating decision maker should review the internal management report at
least once every quarter.

(a) Internet service department: online trade platform operation and service.
(b) Product sales department: sales of clothes.
(¢) Other department: others.

The information about reportable segments and reconciliations was as following:

2018
Reconciliation
Internal service Other and
department department elimination Total

Revenue:

Revenue from extemnal customers 3 1,456,766 21,978 - 1,478,744

Intersegment revenues 247.624 48,969 (296,593) -
Total revenue 5 1,704,390 70947 (296,593) 1,478,744
Reportable segment profit or loss 3 701,786 20,009 6,465 728,260
Reportable segment assets S - - - 2,691,430
Reportable segment liabilities $ - - - 967,307

2017
Product sales Reconciliation
Internal service department Other and
department (discontinued) department elimination Total

Revenue: .

Revenue from external customers 1,346,654 105,072 24,539 (105,072) 1,371,193

Intersegment revenues 301.730 - 25.803 (327.623) -
Total revenue $ 1,648,384 105,072 50,432 (432,695) 1,371,193
Reportable segment profit or loss  § 627,640 (8,937 (3499 (12,977) 602,227
Reportable segment assets § - - - - 2,819,756
Reportable segment liabilities $ - - - - 975,734

The amounts of deducting the intersegment revenue were $296,503 and $327,623, and deducting the
discontinued operating revenue were $0 and $105,072 in 2018 and 2017, respectively.
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(d) Geographic information

Geographical information’ 2018 2017
Revenue from external customers:
Taiwan $ 1,430,087 1,328,542
Other countries 48,657 42.651
Total S 1.478.744 1,371,193
December 31, December 31,
Geographical information 2018 2017
Non-current assets:
Taiwan $ 350,778 286,270
Chinese. 490,662 512,869
Total $ 841.440 799,139

Non-current assets include property, plant and equipment, investment property, and other assets, not
including financial instruments, investments accounted for using equity method, deferred tax assets,
and intangible assets.
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Independent Auditors’ Report

To the Board of Directors of Adden Technology Co., Ltd.:
Opinion

We have audited the financial statements of Adden Technology Co., Ltd.(“the Company”), which comprise the
balance sheet as of December 31, 2018 and 2017, the statement of comprehensive income, changes in equity and
cash flows for the years then ended and notes to the financial statements, including a summary of significant

accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2018 and 2017, and its financial performance and its cash flows for
the years then ended in accordance with the Regulations Governing the Preparation of Financial Reports by

Securities Issuers.

Basis for Opinion

We conducted our audit in accordance with the Regulations Governing Auditing and Certification of Financial
Statements by Certified Public Accountants and the auditing standards generally accepted in the Republic of
China. Our responsibilities under those standards are further described in the Auditors” Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company 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. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis of 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 financial statements of the current period. These matters were addressed in the context of our audit of the

financial statements as a whole, and in forming in our opinion thereon, and we do not provide a separate opinion
on these matters. In our professional judgments, key audit matters to be communicated in the independent

auditor’s report are listed below:
1. Impairment assessment of intangible assets

Please refer to note 4(n) for the accounting policy of intangible assets, note 5(a) for information about
assumptions and estimation uncertainties of impairment of intangible assets, and note 6(I) for change in
intangible assets.
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Description of key audit matter:

The Company identified goodwill, customer relationship, job hunting member database, computer software,
brands and trademarks through merger and acquisition. Those intangible assets varies with business cycle
affected by the market; furthermore, there is a high uncertainty of estimation. Therefore, impairment of
intangible assets is a key audit matter in our audit of the financial statements.

How the matter was addressed with our audit:

Our principal audit procedures included: evaluating the CGU with potential impairment that management
identified and their external and internal indicators of impairment based on the understanding of the
Company, assessing the accuracy of past predictions, examining the bookkeeping records and computation
table the management used to measure the recoverable amounts of CGU, measuring the rationality of every
assumption used in the preparation of forecasting the future cash flows and recoverable amounts, as well as

evaluating whether impairment assessment is disclosed properly.

2. Revenue recognition

Please refer to note 4(p) for the accounting policy of revenue and note 6(v) and note 6(w) for composition of
revenue.

Description of key audit matter:

Sales revenue of the Company is mainly generated from operating online platforms. Revenue recognition
varies by different trading type and economic substance. Besides, there is large quantity of sales traded
through online platforms, increasing misstatement risk of revenue recognition. Therefore, revenue
recognition is a key audit matter in our audit of the financial statements.

How the matter was addressed in our audit:

Our principal audit procedures included: understanding trading model of each online platform to assess
whether each revenue recognition policy is complied with statements of auditing standards, applying
computer auditing skills on testing implementation of control for online platform revenue records, and
examining the amount between transaction on online platforms and book value of revenue.

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 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.

Those charged with governance (including supervisors) are responsible for overseeing the Company’s financial
reporting process.
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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 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 financial statements.

As part of an audit in accordance with 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 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 auditors’ 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 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 Sheng-Ho Yu and Mei-
Ping Wu.

KPMG

Taipei, Taiwan (Republic of China)
March 14, 2019

Notes to Readers

The accompanying parent company only 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 parent company only financial statements are those
generally accepted and applied in the Republic of China.

The independent auditors’ report and the accompanying parent company only 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 auditors’ report and parent company only financial statements, the Chinese version shall

prevail.
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4100
5000
5900
6000
6100
6200
6300
6450

6900

7100
7110
7130
7210
7225
7375
7190
7590
7630

7900
7951

2101
8102

8300
8310
8316
8330

8349
8360
8361
8362
8367
8399

8300

9750

9850

See accompanying notes to parent company only financial statements.

(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)

Adden Technology Co., Ltd.
Statements of Comprehensive Income
For the years ended December 31,2018 and 2017

(Expressed in Thousands of New Taiwan Dollars , except for carnings per share)

Operating revenues (note 6(¥){w) and 7)
Opetating costs {note 6(f) and 7)
Gross profit (Joss) from operations
Operating expenses (note 6(e)(N(q)(t}(x) and 7)
Selling expenses
Administrative expenses
Research and development expenses
Tmpairment loss determined in accordance with TFRS 9
‘Total operating expenses
Net operating income
Non-operating income and expenses:
Interest income
Rent income (hote 6(p) and 7)
Dividend income
Gains on disposals of property, plant and equipment
Gains on disposals of investments (note 6(b){D)

Share of profit of associates and joint ventures accounted for using equity method (note 6(g))

Other income, others (note 6(¥))
Miscellaneous expenses
Foreign exchange losses
Total non-operating income and expenses
Profit from continuing operations before tax
Less: income tax expenses {note 6(r)}
Profit from continuing operations
Profit (loss) from discontinued operation (note 12(b)):
Loss from discontinued operation, net of tax

Gain on disposal of assets or disposal groups constituting discontinued operation, net of tax

Total profit from discontinued operation
Profit
Other comprehensive income:

Ttems that may not be reclassified subsequently to profit or loss
Unrealized gains (losses) frem investments in equity instraments measured at fair value through other comprehensive income

Share of other comprehensive income of subsidiaries, associates and joint ventures accounted for using equity method,
compenents of other comprehensive income that will not be reclassifted to profit or loss

Income tax related to components of other comprehensive income that will not be reclassified to profit or Joss
Items that may be reclassified subsequently to profit or loss (note 6(z))

Exchange differences on translation

Unrealized gains (losses) on available-for-sale financial assets
Unrealized gains (losses) from investments in debt instruments measured at fair value through other compreliensive income
Income tax related to components of other comprehensive income that will be reclassified to profit or loss

Components of other comprehensive income that will be reclassified to profit or loss

Other comprehensive income, net

Total comprehensive income

Basic earnings per share (NT dollars) (note 6(u))
From continuing operation
From discontinued operation

Total basic earnings per share

Diluted earnings per share (NT dollars) (note 6(u))
From continving operation
From discontinued operation

Total diluted earnings per share

2018 2017
_Amount % _ Amount = %
$ 1417973 100 1,325901 100
347.557 _ 25 404228 30
1070416 __75 921673 _ 10
209,453 15 178245 13
121,645 9 112246 8
34,862 4 64,483 5
11,091 1 - .
397,151 _ 29 354974 26
673,265 _ 46 S66.699 _ 44
4694 - 5477
1,595 - 1813 -
00 - - -
23 - - -
1921 - - -
27,851 2 14778 1
4232 2 15830 1
@o4) - (859) -
o0 _-. (3264 -
60322 _ 4 13775 _ 2
733,587 50 600,474 46
138,047 __10 101085 _ 8
595540 _ 40 499389 _ 38
- 7319 )
- - 142369 _ i1
- - 134850 _ i0
595540 _ 40 634379 _ 48
(69,159) (5 - -
2430 - - -
11,497 () (10,870) (1)
- - (52,383) (4
(2,919) - - -
(14416) _ (1) __ (63253) _ (D
(81,145) _ (6) ___ (63.253) _ (5)
S___514.305 _ 34 571126 _43
$ 14.04 11.81
- 3.19
$ 14.04 15.00
5 13.93 1171
- 3.16
5 13.93 14,87
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(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)

Addcn Technology Co., Ltd.

Statements of Cash Flows

For the years ended December 31, 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars)

Cash flows from (used in) operating activities:
Profit from continuing operations before tax
Profit from discontinued operation before tax
Profit before tax
Adjustments:
Adjustments to reconcile profit (loss):
Depreciation expense
Amortization expense
Expected credit loss / Provision for bad debt expense
- Interest income
Dividend income
Share-based payments transcations
Share of loss (profit) of subsidiaries, associates and joint ventures
accounted for using equity method
Loss on disposal of property, plan and equipment
Gain on disposal of investments
Gain on disposal of investments accounted for using equity method
Unrealized foreign exchange loss (gain)
Gain on sale of discontinued operation
Gain from price recovery of inventory
Total adjustments to reconcile profit (loss)
Changes in operating assets and liabilities:
Changes in operating assets:
Notes and accounts receivable
Inventories
Decrease (increase) in prepayments
Other current assets
Other financial assets
Total changes in operating assets
Changes in operating liabilities:
Notes and accounts payable
Accounts payable to related parties
Other payable
Other payable to related parties
Advance sales receipts
Other current liabilities
Receipts under custody
Total changes in operating liabilities
Total changes in operating assets and liabilities
Total adjustments

See accompanying notes to parent company only financial statements.

2018 2017
733,587 600,474
. 163,488
733,587 763,962
14,288 13,214
9,171 8,978
11,191 .
(4,694) (5.477)
(400) -
16,815 35,657
(27,851) (14,778)
23) -
(240) .
(1,681) -
(56) 2,584
- (172,425)
(5.700) -
10,820 (132,247)
(697) (43,504)
10,479 32,012
(5,679) 18,792
19,844 (6,266)
1,322 (49.740)
25.269 (47.806)
(2,139) (4,005)
96 13,944
201 16,411
6,962 .
6,936 11,821
(66) 274
17.702 43,549
29,692 81.994
54961 34,188
65,781 (98.059)
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(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)

Addcn Technology Co., Litd.
Statements of Cash Flows
For the years ended December 31, 2018 and 2017

(Expressed in Thousands of New Taiwan Dollars)

2018 2017
Cash inflow generated from operations 799,368 665,903
Interest received 4,728 5,477
Dividends received 5,869 204
Income taxes paid (131.218) (120.191)
Net cash flows from (used in) operating activities 678.747 551,393
Cash flows from (used in) investing activities:
Proceeds from disposal of financial assets at fair value through other 10,288 -
comprehensive income
Acquisition of available-for-sale financial assets - (250,803)
Proceeds from disposal of available-for-sale financial assets - 50,000
Acquisition of financial assets measured at cost - (5,000)
Acquisition of investments accounted for using equity method (69,012) (22,657)
Proceeds from disposal of discontinued operation - 164,350
Acquisition of property, plant and equipment (12,938) (5,111)
Proceeds from disposal of property, plant and equipment 28 -
Decrease in refundable deposits 349 750
Acquisition of intangible assets (939) (1,861)
Acquisition of investment properties (66,463) -
Decrease (increase) in other financial assets 226,219 (34,440)
Dividends received 400 -
Net cash flows from (used in) investing activities 87.932 (104.772)
Cash flows from (used in) financing activities:
Increase in guarantee deposits received 4,200 2,467
Cash dividends paid (659,998) (638,745)
Net cash flows from (used in) financing activities (655,798) (636,278)
Net increase (decrease) in cash and cash equivalents 110,881 (189,657)
Cash and cash equivalents at beginning of period 370,855 560,512
Cash and cash equivalents at end of period 481,736 370,855

See accompanying notes to parent company only financial statements.




(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)
Addcn Technology Co., Ltd.

Notes to the Financial Statements
For the years ended December 31, 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

(1) Company history

Addcn Technology Co., Ltd. (the “Company™) was incorporated in January 23, 2007 as a company limited
by shares and registered under the Ministry of Economic Affairs, ROC. The Company was registered in
10F, No.12, Lane 609, Sec 5, Chungshin Rd., Sanchung Dist., New Taipei City. The major business
activities of the Company are online trade platform operation and services. Since January 20, 2014, the
Company's ordinary shares have been listed on the Taiwan Over-The-Counter Securities Exchange (Gre
Tai Securities Market).

(2) Approval date and procedures of the financial statements:

These financial statements were authorized for issuance by the Board of Directors on March 14, 2019.

(3) New standards, amendments and interpretations adopted:

(a) The impact of the International Financial Reporting Standards (“IFRSs”) endorsed by the Financial
Supervisory Commission, R.0.C. (“FSC”) which have already been adopted.

The following new standards, interpretations and amendments have been endorsed by the FSC and
are effective for annual periods beginning on or after January 1, 2018.

Effective date
New, Revised or Amended Standards and Interpretations per IASB
Amendment to IFRS 2 “Clarifications of Classification and Measurement of January 1, 2018

Share-based Payment Transactions”

Amendments to JFRS 4 “Applying IFRS 9 Financial Instruments with IFRS 4 January 1, 2018
Insurance Contracts™

IFRS 9 “Financial Instruments” January 1, 2018
IFRS 15 “Revenue from Contracts with Customers” January 1, 2018
Amendment to IAS 7 “Statement of Cash Flows -Disclosure Initiative” January 1, 2017

Amendment to IAS 12 “Income Taxes- Recognition of Deferred Tax Assets for ~ January 1, 2017
Unrealized Losses™

Amendments to IAS 40 “Transfers of Investment Property” January 1, 2018
Annual Improvements to IFRS Standards 20142016 Cycle:
Amendments to IFRS 12 January 1, 2017
Amendments to IFRS 1 and Amendments to IAS 28 January 1, 2018
IFRIC 22 “Foreign Currency Transactions and Advance Consideration” January 1, 2018

(Continued)



Addecn Technology Co., Ltd.
Notes to the Financial Statements

Except for the following items, the Company believes that the adoption of the above IFRSs would
not have any material impact on its financial statements. The extent and impact of signification
changes are as follows:

(M

IFRS 15 “Revenue from Contracts with Customers”

IFRS 15 establishes a comprehensive framework for determining whether, how much and
when revenue is recognized. It replaces the existing revenue recognition guidance, including
IAS 18 “Revenue” and IAS 11 “Construction Contracts”. The Company applies this standard
retrospectively with the cumulative effect, it need not restate those contracts, but instead,
continues to apply JIAS 11, IAS 18 and the related Interpretations for comparative reporting
period. The Company recognizes the cumulative effect upon the initially application of this
Standard as an adjustment to the opening balance of retained earnings on January 1, 2018.

The Company uses the practical expedients for completed contracts, which means it need not
restate those contracts that have been completed on January 1, 2018.

The following are the nature and impacts on changing of accounting policies:
1)  Sales of goods

For the sale of products, revenue is currently recognized when the goods are delivered to
the customers’ premises, which is taken to be the point in time at which the customer
accepts the goods and the related risks and rewards of ownership transfer. Revenue is
recognized at this point provided that the revenue and costs can be measured reliably, the
recovery of the consideration is probable and there is no continuing management
involvement with the goods. Under IFRS 15, revenue will be recognized when a
customer obtains control of the goods.

2)  Rending of services

The Company provides digital advertising platforms and related services. If the services
under a single arrangement are rendered in different reporting periods, then the
consideration is allocated on a relative fair value basis between the different services.
Revenue is currently recognized using the stage-of-completion method. Under IFRS 15,
the total consideration in the service contracts will be allocated to all services based on
their stand-alone selling prices. The stand-alone selling prices will be determined based
on the list prices at which the Company sells the services in separate transactions.

3) Commission

For commissions earned by the Company, the Company has determined that it acts in the
capacity of an agent for certain transactions. Under IFRS 15, the assessment will be
based on the whether the Company controls the specific goods before transferring to the
end customer, rather than whether it has exposure to significant risks and rewards
associated with the sale of goods.

(Continued)
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Addcn Technology Co., Ltd.
Notes to the Financial Statements

4)  Impacts on financial statements

The cumulative effect upon the initially application of IFRS 15 is zero, and this change
of accounting policy has no effect on its financial statement, that is, the information of
financial statement which does not apply IFRS 15 is the same as this consolidated
financial statement. Therefore, there is no need to disclose the financial statement
without applying IRFS 15.

IFRS 9 “Financial Instruments™

IFRS 9 replaces IAS 39 “Financial Instruments: Recognition and Measurement” which
contains classification and measurement of financial instruments, impairment and hedge
accounting.

As a result of the adoption of IFRS 9, the Company adopted the consequential amendments to
IAS 1 “Presentation of Financial Statements™ which requires impairment of financial assets to
be presented in a separate line item in the statement of profit or loss and OCL Previously, the
Company's approach was to include the impairment of trade receivables in administrative
expenses. Additionally, the Company adopted the consequential amendments to IFRS 7
Financial Instruments: Disclosures that are applied to disclosures about 2018 but generally
have not been applied to comparative information.

The detail of new significant accounting policies and the nature and effect of the changes to
previous accounting policies are set out below:

1}  Classification of financial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets: measured at
amortized cost, fair value through other comprehensive income (EVOCI) and fair value
through profit or loss (FVTPL). The classification of financial assets under IFRS 9 is
generally based on the business model in which a financial asset is managed and its
contractual cash flow characteristics. The standard eliminates the previous IAS 39
categories of held to maturity, Joans and receivables and available for sale. Under IFRS
9, derivatives embedded in contracts where the host is a financial asset in the scope of
the standard are never bifurcated. Instead, the hybrid financial instrument as a whole is
assessed for classification. For an explanation of how the Company classifies and
measures financial assets and accounts for related gains and losses under IFRS 9, please
see note 4(f).

The adoption of IFRS 9 did not have any significant impact on its accounting policies on
financial liabilities.

2) Impairment of financial assets

IFRS 9 replaces the ¢ incurred loss’ model in IAS 39 with the ‘expected credit loss®
(ECL) model. The new impairment model applies to financial assets measured at
amortized cost, contract assets and debt investments at FVOCI, but not to investments in
equity instruments. Under IFRS 9, credit losses are recognized earlier than they are under
IAS 39 — please see note 4(f).

(Continued)
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Adden Technology Co., Ltd.
Notes to the Financial Statements

3}  Transition

The adoption of IFRS 9 have been applied retrospectively, except as described below,

- Differences in the carrying amounts of financial assets and financial liabilities resulting
from the adoption of IFRS 9 are recognized in retained earnings and reserves as on
January 1, 2018. Accordingly, the information presented for 2017 does not generally
reflect the requirements of IFRS 9 and therefore is not comparable to the information
presented for 2018 under IFRS 9.

- The following assessments have been made on the basis of the facts and circumstances

that existed at the date of initial application.

— The determination of the business model within which a financial asset is held.

— The designation and revocation of previous designations of certain financial
assets and financial liabilities as measured at FVTPL.

— The designation of certain investments in equity instruments not held for trading
as at FVOCL

- If an investment in a debt security had low credit risk at the date of initial application of
IFRS 9, then the Company assumed that the credit risk on its asset will not increase
significantly since its initial recognition.

4)  Classification of financial assets on the date of initial application of IFRS 9

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

Financial Assets
Cash and equivalents
Debt securities

Equity securities

Trade and other
recejvables
(including related
parties)

Other financial assets

1AS839 IFRSY
Carrying Carrying

Measurement categories Amount Measurement categories Amount
Loans and receivables 370,855 Amortized cost 370,855
Available-for-sale (note 1) 83,263 FVOCI 83,263
Available-for-sale (note 2) 135,731 FVOCI 135,731
Available-for-sale {measured 34,500 FVOCI 36,948

at cost} (note 2)
Loans and receivables (note 147,128 Amortized cost 147,128

3
Loans and receivables (note 761,983 Amortized cost 761,983

3)

(Continued)
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Addcen Technology Co., Ltd.
Notes to the Financial Statements

The corporate debt securities categorized as available-for-sale under IAS 39 are
held by the Company’s treasury unit in a separate portfolio to provide interest
income; however, they may be sold to meet liquidity requirements arising in the
normal course of business. The Company considers that these securities are held
within a business model whose objective is achieved both by collecting
contractual cash flows and by selling securities. The corporate debt securities
mature in one to two years and the contractual terms of these financial assets give
rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding. These assets have therefore been
classified as financial assets at FVOCI under IFRS 9.

These equity securities (including financial assets measured at cost) represent
investments that the Company intends to hold for the long term for strategic
purposes. As permitted by IFRS 9, the Company has designated these
investments at the date of initial application as measured at FVOCI. Accordingly,
an increase of $2,448 in those assets recognized, and an increase of $2,448 in the
other equity.

Trade and other receivables that were classified as loans and receivables under
1AS 39 are now classified at amortized cost.

The following table reconciles the carrying amounts of financial assets under IAS 39 to
the carrying amounts under IFRS 9 upon transition to IFRS 9 on 1 January, 2018.

2013.1.1 2018.1.1 2018.1.1
IFRS 9
Carrying

_Amount

2017,12.34
JAS 39
Carrying
Amount

Retained
earnings

Other

Reclassifications Remeasurements equity

Fair value through other comprehensive income

Beginning balance of available for sale (including $
measured af cost) (JAS 36}

From available-for-sale to FVQCI

Total

253,494 {253,454)

253,494 2.448

2,443

2,448
2,448

$ 233,494 255,942

(b) The impact of IFRS endorsed by FSC but not yet effective

The following new standards, interpretations and amendments have been endorsed by the FSC and
are effective for annual periods beginning on or after January 1, 2019 in accordance with Ruling No.
1070324857 issued by the FSC on July 17, 2018:

New, Revised or Amended Standards and Interpretations

Effective date
per JASB

IFRS 16 “Leases”

IFRIC 23 “Uncertainty over Income Tax Treatments”

January 1, 2019
January 1, 2019

Amendments to IFRS 9 “Prepayment features with negative compensation” January 1, 2019
Amendments to IAS 19 “Plan Amendment, Curtailment or Settlement” Janvary 1, 2019
Amendments to IAS 28 “Long-term interests in associates and joint ventures” January 1, 2019
Annual Improvements to IFRS Standards 2015-2017 Cycle January 1, 2019

(Continued)
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Addcn Technology Co., Lid.
Notes to the Financial Statements

Except for the following items, the Company believes that the adoption of the above IFRSs would
not have any material impact on its financial statements. The extent and impact of signification
changes are as follows:

(i)

IFRS 16“Leases™

IFRS 16 replaces the existing leases guidance, including IAS 17 Leases, IFRIC 4 Determining
whether an Arrangement contains a Lease, SIC-15 Operating Leases — Incentives and SIC-27
Evaluating the Substance of Transactions Involving the Legal Form of a Lease.

IFRS 16 introduces a single and an on-balance sheet lease accounting model for lessees. A
lessee recognizes a right-of-use asset representing its right to use the underlying asset and a
lease liability representing its obligation to make lease payments. In addition, the nature of
expenses related to those leases will now be changed since IFRS 16 replaces the straight-line
operating lease expense with a depreciation charge for right-of-use assets and interest expense
on lease liabilities. There are recognition exemptions for short-term leases and leases of low-
value items. The lessor accounting remains similar to the current standard — i.e. the lessors will
continue to classify leases as finance or operating leases.

1)  Determining whether an arrangement contains a lease

The Company has an arrangement that was not in the legal form of a lease, for which it
concluded that the arrangement contains a lease of equipment under IFRIC 4. On
transition to IFRS 16, the Company can choose to apply either of the following:

+ IFRS 16 definition of a lease to all its contracts; or

- a practical expedient that does not need any reassessment whether a contract is, or
contains, a lease.

The Company plans to apply the practical expedient to grandfather the definition of a
lease upon transition. This means that it will apply IFRS 16 to all contracts entered into
before January 1, 2019 and identified as leases in accordance with IAS 17 and IFRIC 4.

2)  Transition
As a lessee, the Company can apply the standard using either of the following:
- retrospective approach; or
- modified retrospective approach with optional practical expedients,

On January 1, 2019, the Company plans to initially apply IFRS 16 using the modified
retrospective approach. Therefore, the cumulative effect of adopting IFRS 16 will be
recognized as an adjustment to the opening balance of retained earnings at January 1,
2019, with no restatement of comparative information.

(Continued)
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Addcn Technology Co., Ltd.
Notes to the Financial Statements

When applying the modified retrospective approach to leases previously classified as
operating leases under IAS 17, the lessee can elect, on a lease-by-lease basis, whether to
apply a number of practical expedients on transition. The Company is assessing the
potential impact of using these practical expedients:

apply a single discount rate to a portfolio of leases with similar characteristics.

— adjust the right-of-use assets, based on the amount reflected in IAS 37 onerous
contract provision, immediately before the date of initial application, as an alternative
to an impairment review.

— apply the exemption not to recognize the right-of-use assets and liabilities to leases
with lease term that ends within 12 months of the date of initial application.

— exclude the initial direct costs from measuring the right-of-use assets at the date of
initial application.

— use hindsight when determining the lease term if the contract contains options to
extend or terminate the lease.

3)  So far, the most significant impact identified is that the Company will have to recognize
the new assets and liabilities for the operating leases of its offices and company car. The
Company estimated that the right-of-use assets and the lease liabilities to increase by
$6,178 and $6,178 respectively. Also, the Company is not required to make any
adjustments for leases where the Company is the intermediate lessor in a sub-lease.

IFRIC 23 Uncertainty over Income Tax Treatments

In assessing whether and how an uncertain tax treatment affects the determination of taxable
profit (tax loss), tax bases, unused tax losses, unused tax credits, as well as tax rates, an entity
shall assume that a taxation authority will examine the amounts it has the right to examine and
have a full knowledge on zll related information when making those examinations.

If an entity concludes that it is probable that the taxation authority will accept an uncertain tax
treatment, the entity shall determine the taxable profit (tax loss), tax bases, unused tax losses,
unused tax credits, as well as tax rates consistently with the tax treatment used or planned to be
used in its income tax filings. Otherwise, an entity shall reflect the effect of uncertainty for
each uncertain tax treatment by using either the most likely amount or the expected value,
depending on which method the entity expects to better predict the resolution of the
uncertainty.

So far, the Company does not expect the above changes would have a material impact on the
assets, liabilities, and equities on January 1, 2019.

The actual impact of adopting the standards may change depending on the economic
conditions and events which may occur in the future.

(Continued)
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Addcn Technology Co., Ltd.
Notes to the Financial Statements

(¢) The impact of IFRS issued by IASB but not yet endorsed by the FSC

As of the date, the following IFRSs that have been issued by the International Accounting Standards
Board (IASB), but have yet to be endorsed by the FSC:

Effective date
New, Revised or Amended Standards and Interpretations per JASB
Amendments to IFRS 3 “Definition of a Business™ January 1, 2020
Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Assets Between Effective date to
an Investor and Its Associate or Joint Venture” be determined
by IASB

IFRS 17 “Insurance Contracts™ January 1, 2021
Amendments to IAS 1 and IAS 8 “Definition of Material” January 1, 2020

The Company assessed that the above IFRSs may not be relevant to the Company.
(4) Summary of significant accounting policies:

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 financial statements, the Chinese version shall prevail.

The significant accounting policies presented in the financial statements are summarized below. Except
for those specifically indicated, the following accounting policies were applied consistently throughout the
periods presented in the financial statements.

(a) Statement of compliance

These financial statements have been prepared in accordance with the Regulations Governing the
Preparation of Financial Reports by Securities Issuers (hereinafter referred to as “the Regulations™).

(b) Basis of preparation
(i) Basis of measurement

The financial statements have been prepared on a historical cost basis, except fair value
through other comprehensive income (available-for-sale financial assets) are measured at fair
value.

(ii) Functional and presentation currency

The functional currency of each Company Entity is determined based on the primary economic
environment in which the entity operates. The financial statements are presented in New
Taiwan dollars, which is the Company’ s functional currency. All financial information
presented in New Taiwan dollars has been rounded to the nearest thousand.

(Continued)
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Adden Technology Co., Ltd.
Notes to the Financial Statements

(¢) Foreign currencies

(1)

(i)

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of
Company at the exchange rates at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies at the reporting date are retranslated to the functional
currency at the exchange rate at that date. The foreign currency gain or loss on monetary items
is the difference between amortized cost in the functional currency at the beginning of the
period, adjusted for effective interest and payments during the period, and the amortized cost
in foreign currency translated at the exchange rate at the end of the period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair
value are retranslated to the functional currency at the exchange rate at the date that the fair
value was determined. Non monetary items in a foreign currency that are measured based on
historical cost are translated using the exchange rate at the date of the transaction.

Foreign currency differences arising on retranslation are recognized in profit or loss, except for
those differences relating to the following, which are recognized in other comprehensive
income:

1)  Fair value through other comprehensive income (Available-for-sale) equity investment;

2) A financial liability designated as a hedge of the net investment in a foreign operation to
the extent that the hedge is effective; or

3)  Qualifying cash flow hedges to the extent that the hedge is effective.

Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments
arising on acquisition, are translated to the reporting currency at exchange rates at the reporting
date. The income and expenses of foreign operations, excluding foreign operations in
hyperinflationary economies, are translated at the average exchange rate. Translation
differences are recognized in other comprehensive income, and presented in the foreign
currency translation reserve in equity. ‘

When a foreign operation is disposed of such that control, significant influence, or joint
control is lost, the cumulative amount in the translation reserve related to that foreign operation
is reclassified to profit or loss as part of the gain or loss on disposal. When the Company
disposes of only part of its interest in a subsidiary that includes a foreign operation while
retaining control, the relevant proportion of the cumulative amount is reattributed to non-
controlling interests. When the Company disposes of only part of its investment in an associate
or joint venture that includes a foreign operation while retaining significant influence or joint
control, the relevant proportion of the cumulative amount is reclassified to profit or loss.

When the settlement of a monetary receivable from or payable to a foreign operation is neither
planned nor likely to occur in the foreseeable future, foreign exchange gains and losses arising
from such a monetary item that are considered to form part of the net investment in the foreign
operation are recognized in other comprehensive income.

(Continued)
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(d) Classification of current and non-current assets and liabilities

(©

®

An asset is classified as current under one of the following criteria, and all other assets are classified
as non-current.

(i) Itis expected to be realized, or intended to be sold or consumed, in the normal operating cycle;
(ii) It is held primarily for the purpose of trading;
(iii) It is expected to be realized within twelve months after the reporting period; or

(iv) The asset is cash or a cash equivalent (as defined in IAS 7) unless the asset is restricted from
being exchanged or used to seftle a liability for at least twelve months after the reporting
period.

A liability is classified as current under one of the following criteria, and all other liabilities are
classified as non-current.

(iy Ttis expected to be settled in the normal operating cycle;
(ii) Tt is held primarily for the purpose of trading;
(iii) It is due to be settled within twelve months after the reporting period; or

(iv) It does not have an unconditional right to defer settlement of the liability for at least twelve
months after the reporting period. Terms of a liability that could, at the option of the
counterparty, result in its settlement by issuing equity instruments do not affect its
classification.

Cash and cash equivalents

Cash and cash equivalents comprise cash, demand deposits, and short term, highly liquid
investments that are readily convertible to known amounts of cash and are subject to an insignificant
risk of changes in value. Time deposits which meet the above definition and are held for the purpose
of meeting short term cash commitments rather than for investment or other purposes should be
recognized as cash equivalents.

Financial Instruments
(i) Financial assets (policy applicable from January 1, 2018)

Financial assets are classified into the following categories: measured at amortized cost and
fair value through other comprehensive income (FVOCI).

The Company shall reclassify all affected financial assets only when it changes its business
mode] for managing its financial assets.

1}  Financial assets measured at amortized cost

A financial asset is measured at amortized cost if it meets both of the following
conditions and is not designated as at FVTPL:

(Continued)
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- it is held within a business model whose objective is to hold assets to collect contractual
cash flows; and

- its contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding,.

A financial asset measured at amortized cost is initially recognized at fair value, plus any
directly attributable transaction costs. These assets are subsequently measured at
amortized cost using the effective interest method. The amortized cost is reduced by
impairment losses. Interest income, foreign exchange gains and losses, and impairment
loss, are recognized in profit or loss. Any gain or loss on derecognition is recognized in
profit or loss. A regular way purchase or sale of financial assets is recognized and
derecognized, as applicable, using trade date accounting.

Fair value through other comprehensive income (FVOCI)

A debt investment is measured at FVOCI if it meets both of the following conditions and
is not designated as at FVTPL:

- it is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and

- its contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Company
may irrevocably elect to present subsequent changes in the investment’s fair value in
other comprehensive income. This election is made on an instrument-by-instrument
basis.

A financial asset measured at FVOCI is initially recognized at fair value, plus any
directly attributable transaction costs. These assets are subsequently measured at fair
value. Interest income calculated using the effective interest method, foreign exchange
gains and losses, and impairment losses, deriving from debt investments are recognized
in profit or loss; whereas dividends deriving from equity investments are recognized as
income in profit or loss, unless the dividend clearly represents a recovery of part of the
cost of the investment. Other net gains and losses of financial assets measured at FVOCI
are recognized in OCL On derecognition, gains and losses accumulated in OCI of debt
investments are reclassified to profit or loss. However, gains and losses accumulated in
OCI of equity investments are reclassified to retain earnings instead of profit or loss. A
regular way purchase or sale of financial assets is recognized and derecognized, as
applicable, using trade date accounting.

Dividend income derived from equity investments is recognized on the date that the
Company’s right to receive payment is established, which in the case of quoted securities
is normally the exdividend date.

(Continued)
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Business model assessment

The Company makes an assessment of the objective of the business model in which a
financial asset is held at portfolio level because this best reflects the way the business is
managed and information is provided to management, The information considered
includes:

+ the stated policies and objectives for the portfolio and the operation of those policies in
practice. These include whether management’s strategy focuses on earning contractual
interest income, maintaining a particular interest rate profile, matching the duration of
the financial assets to the duration of any related liabilities or expected cash outflows
or realizing cash flows through the sale of the assets;

- how the performance of the portfolio is evaluated and reported to the Company’ s
management;

- the risks that affect the performance of the business model (and the financial assets
held within that business model) and how those risks are managed;

- how managers of the business are compensated — e.g. whether compensation is based
on the fair value of the assets managed or the contractual cash flows collected; and

- the frequency, volume and timing of sales of financial assets in prior periods, the
reasons for such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for
derecognition are not considered sales for this purpose, and are consistent with the
Company’s continuing recognition of the assets.

Financial assets that are held for trading or are managed and whose performance is
evaluated on a fair value basis are measured at FVTPL.

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘ principal’ is defined as the fair value of the
financial assets on initial recognition. ‘Inferest’ is defined as consideration for the time
value of money and for the credit risk associated with the principal amount outstanding
during a particular period of time and for other basic lending risks and costs, as well as a
profit margin.

In assessing whether the contractual cash flows are solely payments of principal and
interest, the Company considers the contractual ferms of the instroment. This includes
assessing whether the financial asset contains a contractual term that could change the
timing or amount of contractual cash flows such that it would not meet this condition. In
making this assessment, the Company considers:

- contingent events that would change the amount or timing of cash flows;

- terms that may adjust the contractual coupon rate, including variable rate features;

(Continued)
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- prepayment and extension features; and

. terms that limit the Company’s claim to cash flows from specified assets (e.g. non-
recourse features)

Impairment of financial assets

The Company recognizes loss allowances for expected credit losses on financial assets
measured at amortized cost (including cash and cash equivalents, amortized costs, notes
and accounts receivable, other receivable, guarantee deposit paid and other financial
assets) and debt investments measured at FVOCL

The Company measures loss allowances at an amount equal to lifetime expected credit
loss (ECL), except for the following which are measured as 12-month ECL:

- debt securities that are determined to have low credit risk at the reporting date; and

- other debt securities and bank balances for which credit risk (i.e. the risk of default
occurring over the expected life of the financial instrument) has not increased
significantly since initial recognition.

Loss allowance for trade receivables is always measured at an amount equal to lifetime
ECL.

Lifetime ECLs are the ECLs that result from all possible default events over the expected
life of a financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible
within the 12 month after the reporting date (or a shorter period if the expected life of the
instrument is Jess than 12 months). ’

The maximum period considered when estimating ECLs is the maximum contractual
period over which the Company is exposed to credit risk.

When determining whether the credit risk of a financial asset has increased significantly
since initial recognition and when estimating ECL, the Company considers reasonable
and supportable information that is relevant and available without undue cost or effort.
This includes both quantitative and qualitative information and analysis based on the
Company’ s historical experience and informed credit assessment as well as forward-
looking information.

The Company considers a debt security to have low credit risk when its credit risk rating
is equivalent to the globally understood definition of ¢ investment grade which is
considered to be BBB- or higher per Standard & Poor’s, Baa3 or higher per Moody’s or
twA or higher per Taiwan Ratings’.

The Company assumes that the credit risk on a financial asset has increased significantly
if it is more than 1 days past due.

(Continued)
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The Company considers a financial asset to be in default when the financial asset is more
than 60 days past due or the borrower is unlikely to pay its credit obligations to the
Company in full.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (i.e the difference between the cash flows due to
the Company in accordance with the contract and the cash flows that the Company
expects to receive). ECLs are discounted at the effective interest rate of the financial
asset.

At each reporting date, the Company assesses whether financial assets carried at
amortized cost and debt securities at FVOCI are credit-impaired. A financial asset is
¢ credit-impaired’” when one or more events that have a detrimental impact on the
estimated future cash flows of the financial asset have occurred. Evidence that a financial
assets is credit-impaired includes the following observable data:

- significant financial difficulty of the borrower or issuer;
- a breach of contract such as a default or being more than 60 days past due;

- the lender of the borrower, for economic or contractual reasons relating to the
borrower's financial difficulty, having granted to the borrower a concession that the
[ender would not otherwise consider;

- it is probable that the borrower will enter bankruptcy or other financial reorganization;
or

- the disappearance of an active market for a security because of financial difficuities.

Loss allowances for financial assets measured at amortized cost are deducted from the
gross carrying amount of the assets. For debt securities at FVOCI, the loss allowance is
recognized in other comprehensive income instead of reducing the carrying amount of
the asset. The Company recognizes the amount of expected credit losses (or reversal) in
profit or loss, as an impairment gain or loss.

The gross carrying amount of a financial asset is written off (either partially or in full) to
the extent that there is no realistic prospect of recovery. This is generally the case when
the Company determines that the debtor does not have assets or sources of income that
could generate sufficient cash flows to repay the amounts subject to the write-off.
However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Company’s procedures for recovery of amounts
due.

Derecognition of financial assets

Financial assets are derecognized when the contractual rights to the cash flows from the
assets expire, or when the Company transfers substantially all the risks and rewards of
ownership of the financial assets.
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On derecognition of a debt instrument in its entirety, the Company recognizes the
difference between its carrying amount and the sum of the consideration received or
receivable and any cumulative gain or loss that had been recognized in other
comprehensive income and presented in “other equity — unrealized gains or losses on fair
value through other comprehensive income”, in profit or loss, and presented it in the line
item of non-operating income and expenses in the statement of comprehensive income.

On derecognition of a part of debt instrument in which the part transferred qualifies for
derecognition in its entirety, the previous carrying amount of the financial asset shall be
allocated between the part that continues to be recognized and the part that is
derecognized, on the basis of the relative fair values of those parts on the date of the
transfer. The difference between the carrying amount allocated to the part derecognized
and the sum of the consideration received for the part derecognized, and any cumulative
gain or loss allocated to it that had been recognized in other comprehensive income, shall
be recognized in profit or loss, and presented it in the line item of non-operating income
and expenses in the statement of comprehensive income. A cumulative gain or loss that
had been recognized in other comprehensive income is allocated between the part that
continues to be recognized and the part that is no longer recognized.on the basis of the
relative fair values of those parts.

(i) Financial assets (policy applicable before January 1, 2018)

Financial assets are classified into the following categories: available-for-sale financial assets
and loans and receivables.

1)

2)

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are
not quoted in an active market. Loans and receivables comprise trade receivables, other
receivables and investments in debt securities with no active market. Such assets are
recognized initially at fair value plus any directly atiributable transaction costs.
Subsequent to initial recognition, loans and receivables other than insignificant interest
on short term receivables are measured at amortized cost using the effective interest
method, less any impairment losses. A regular way purchase or sale of financial assets is
recognized and derecognized, as applicable, using trade date accounting.

Interest income is recognized under non-operating income and expense.
Auvailable for sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated
as available for sale or are not classified in any of the other categories of financial assets.
Available-for-sale financial assets are recognized initially at fair value plus any directly
attributable transaction costs. Subsequent to initial recognition, they are measured at fair
value and changes therein, other than impairment losses, interest income calculated using
the effective interest method, dividend income, and foreign currency differences on
available-for-sale debt instruments, are recognized in other comprehensive income and
presented in the fair value reserve in equity. When an investment is derecognized, the
gain or loss accumulated in equity is reclassified to profit or loss, and included in the
non-operating income and expense. A regular way purchase or sale of financial assets is
recognized and derecognized, as applicable, using trade date accounting.
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Investments in equity instruments that do not have a quoted market price in an active
market, and whose fair value cannot be reliably measured, are measured at amortized
cost, and are included in financial assets measured at cost.

Dividend income is recognized in profit or loss on the date that the Company’s right to
receive payment is established, which in the case of quoted securities is normally the ex-
dividend date. Such dividend income is included in the non-operating income and
expense.

Recovery and loss on doubtful debts of account receivable are included in the operating
expense; recovery and loss on doubtful debts of other financial assets are included in
non-operating income and expense.

Impairment of financial assets

Except for financial assets at fair value through profit or loss, financial assets are
assessed for impairment at each reporting date. A financial asset is impaired if, and only
if, there is objective evidence of impairment as a result of one or more events that
occurred after the initial recognition of the asset (a ‘loss event’) and that loss event (or
events) has an impact on the estimated future cash flows of the financial asset that can be
estimated reliably. ‘

Objective evidence that financial assets are impaired includes default or delinquency by a
debtor, restructuring of an amount due to the Company on terms that the Company would
not consider otherwise, indications that a debtor or issuer will enter bankruptcy, adverse
changes in the payment status of borrowers or issuers, economic conditions that correlate
with defaults or the disappearance of an active market for a security.

All individually significant receivables are assessed for specific impairment. Receivables
that are not individually significant are collectively assessed for impairment by grouping
together assets with similar risk characteristics. In assessing collective impairment, the
Company uses historical trends of the probability of default, the timing of recoveries and
the amount of loss incurred, adjusted for management’s judgment as to whether current
economic and credit conditions are such that the actual losses are likely to be greater or
less than the those suggested by historical trends.

An impairment loss in respect of a financial asset is deducted from the carrying amount
except for accounts receivable, for which an impairment loss is reflected in an allowance
account against the receivables. When it is determined a receivable is uncollectible, it is
written off from the allowance account. Any subsequent recovery from written off
receivable is charged to the allowance account. Changes in the amount of the
allowance account are recognized in profit or loss.

Derecognition of financial assets

Financial assets are derecognized when the contractual rights of the cash inflow from the
agsets are terminated, or when the Company transfers substantially all the risks and
rewards of ownership of the financial assets.
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On derecognition of a financial asset in its entirety, the difference between the carrying
amount and the sum of the consideration received or receivable and any cumulative gain
or loss that had been recognized in other comprehensive income and presented in “other
equity — unrealized gains or losses on available-for-sale financial assets” in profit or loss
is included in non-operating income and expense.

The Company separates the part that continues to be recognized and the part that is
derecognized based on the relative fair values of those parts on the date of the transfer.
The difference between the carrying amount allocated to the part derecognized and the
sum of the consideration received for the part derecognized, and any cumulative gain or
loss allocated to it that had been recognized in other comprehensive income, shall be
recognized in profit or loss and included in non-operating income and expenses.

A cumulative gain or loss that had been recognized in other comprehensive income is
allocated between the part that continues to be recognized and the part that is no longer
recognized on the basis of the relative fair values of those parts.

(iii) Financial liabilities and equity instruments

1)

2)

3)

Classification of debt or equity

Debt or equity instruments issued by the Company are classified as financial liabilities or
equity in accordance with the substance of the contractual agreement.

An equity instrument is any contract that evidences residual interest in the assets of an
entity after deducting all of its liabilities. Equity instruments issued are recognized as the
amount of consideration received, less the direct cost of issuing.

Interest related to the financial liability is recognized in profit or loss, and included in
non-operating income and expenses.

On conversion, the financial liability is reclassified to equity, and no gain or loss is
recognized.

Other financial liabilities

Financial liabilities not classified as held for trading or designated as at fair value
through profit or loss are measured at fair value (including long-term and short-term
borrowings, account payable, and other payable, etc.), plus any directly attributable
{ransaction costs at the time of initial recognition. Subsequent to initial recognition, they
are measured at amortized cost calculated using the effective interest method. Interest
expense not capitalized as capital cost is recognized in profit or loss, and is included in
non-operating income and expenses.

Derecognition of financial liabilities

The Company derecognizes a financial liability when its contractual obligation has been
discharged or cancelled, or has expired. The difference between the carrying amount of a
financial liability removed and the consideration paid (including any non-cash assets
transferred or liabilities assumed) is recognized in profit or loss, and is included in non-
operating income and expenses.
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4)  Offsetting of financial assets and liabilities

The Company presents financial assets and liabilities on a net basis when the Company
has the legally enforceable right to offset, and intends to settle such financial assets and
liabilities on a net basis, or to realize the assets and settle the liabilities simultaneously.

Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is
calculated using the weighted average method, and includes expenditure incurred in acquiring the
inventories and other costs incurred in bringing them to their existing location and condition.

Net realizable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

Discontinued operations

A discontinued operation is a segment of the Company which it has disposed of and is solely a main
practice or operation district. An operation will be classified as a discontinued operation upon
disposal.

Investment in associates

Associates are those entities in which the Company has significant influence, but not control or joint
control, over their financial and operating policies.

Investments in associates are accounted for using the equity method and are recognized initially at
cost. The cost of the investment includes transaction costs. The carrying amount of the investment in
associates includes goodwill arising from the acquisition less any accumulated impairment losses.

The financial statements include the Company’s share of the profit or loss and other comprehensive
income of associates, after adjustments to align their accounting policies with those of the Company,
from the date that significant influence commences until the date that significant influence ceases.
The Company recognizes any changes, proportionately with the shareholding ratio under capital
surplus, when an associate’ s equify changes due to reasons other than profit and loss or
comprehensive income, which did not result in changes in actual controlling power.

Unrealized profits resulting from transactions between the Company and an associate are eliminated
to the extent of the Company’ s interest in the associate. Unrealized losses on transactions with
associates are eliminated in the same way, except to the extent that the underlying asset is impaired.

When the Company’s share of losses exceeds its interests in an associate, the carrying amount of the
investment, including any long term interests that form part thereof, is reduced to zero, and the
recognition of further losses is discontinued except to the extent the Company has an obligation or
has made payments on behalf of the associate.
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Subsidiaries

The subsidiaries in which the Company holds controlling interest are accounted for under equity
method in the financial statements. Under equity method, the net income, other comprehensive
income and equity in the financial statements are the same as those attributed to the owners of parent
in the consolidated financial statements.

The changes in ownership of the subsidiaries that do not result in the loss of control are recognized
as equity transaction.

When the Company loses control of a subsidiary, it shall remeasure the investment retained in the
former subsidiary at its fair value at the date when control is lost. The gain or loss arising from
derecognition is the difference between: (1) the total amounts of the fair value of the consideration
received and any investment retained in the former subsidiary at its fair value at the date when
control is lost; and (2) the total amounts of the assets and liabilities of the subsidiary at their carrying
amounts at the date when control is lost. The Company shall account for all amounts previously
recognized in other comprehensive income, in relation to that subsidiary, on the same basis as would
be required if the Company had directly disposed of the related assets or liabilities.

Investment property

Investment property is property held either to earn rental income or for capital appreciation or for
both, but not for sale in the ordinary course of business, use in the production or supply of goods or
services, or for administrative purposes. Investment property is measured at cost on initial
recognition and subsequently at cost less accumulated depreciation and accumulated impairment
losses. Depreciation expense is calculated based on the depreciation method, useful life, and residual
value which are the same as those adopted for property, plant and equipment. Cost includes
expenditure that is directly attributable to the acquisition of the investment property. The cost of self
constructed investment property includes the cost of raw materials and direct labor, any other costs
directly attributable to bringing the investment property to a working condition for its intended use,
and capitalized borrowing costs.

When the use of an investment property changes such that it is reclassified as property, plant and
equipment, its book value at the date of reclassification becomes its cost for subsequent accounting.

Property, plant and equipment
(i) Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and
accumulated impairment losses. Cost includes expenditure that is directly attributable to the
acquisition of the asset. The cost of software is capitalized as part of the property, plant and
equipment if the purchase of the software is necessary for the property, plant and equipment to
be capable of operating.

Each part of an item of property, plant and equipment with a cost that is significant in relation
to the total cost of the item shall be depreciated separately unless the useful life and
depreciation method of that significant part are the same as those of another significant part of

that same item.
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The gain or loss arising from the derecognition of an item of property, plant and equipment is
determined as the difference between the net disposal proceeds, if any, and the carrying
amount of the item, and it shall be recognized in profit or loss, under net other income and
expenses.

Reclassification to investment property

A property is reclassified to investment property at its carrying amount when the use of the
property changes from owner occupied to investment property.

Subsequent cost

Subsequent expenditure is capitalized only when it is probable that future economic benefits
associated with the expenditure will flow to the Company. The carrying amount of those parts
of fixed assets that are replaced is derecognized. Ongoing repairs and maintenance are
expensed as incurred.

Depreciation

Depreciation is calculated on the cost of an asset less its residual value and is recognized in
profit or loss on a straight line basis over the estimated useful lives of each component of an
item of property, plant and equipment. Items of property, plant and equipment with the same
useful life may be grouped in determining the depreciation charge. The remainder of the ttems
may be depreciated separately. The depreciation charge for each period shall be recognized in
profit or loss.

Leased assets are depreciated by the straight line method during the period of expected use,
consistent with the depreciation policy the lessee adopts for depreciable assets that are owned.
If there is reasonable certainty that the lessee will obtain ownership by the end of the lease
term, the period of expected use is the useful life of the asset; otherwise, the asset is
depreciated over the shorter of the lease term and its useful life.

Land has an unlimited useful life and therefore is not depreciated.

The estimated useful lives for the current and comparative years of significant items of
property, plant and equipment are as follows:

1) Buildings 50 years
2)  Office equipment 1-5 years
3) Lease improvements 1-5 years

The depreciation methods, vseful lives, and residual values are reviewed at each reporting date.
If expectations differ from previous estimates, the changes are accounted for as changes in
accounting estimates.
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(m) Lease

@

(i)

Lessor

Lease income from an operating lease is recognized in income on a straight-line basis over the
lease term. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset, and recognized as an expense over the lease
term on the same basis as the lease income. Incentives granted to the lessee to enter into an
operating lease are spread over the lease term on a straight-line basis so that the lease income
received is reduced accordingly.

Contingent rents are recognized as income in the period when the lease adjustments are
confirmed. )

Leasee

Leases are operating leases and are not recognized in the Company’s statement of financial
position.

Payments made under operating leases (excluding insurance and maintenance expenses) are
recognized in profit or loss on a straight-line basis over the term of the lease. The net profit
provided by the lessor for incentive of rental purpose during the period of rental is recognized
as a decrease of rental expense according to straight-line method.

Contingent rent is recognized as expense in the period in which it is incurred.

(n) Intangible assets

M

(i)

(i)

Goodwill
1)  Recognition

Goodwill arising from acquiring subsidiaries is recognized as intangible assets. The
measurement of goodwill recognized as intangible assets is described in note 6(1).

2}  Measurement

Goodwil] is measured at cost, less accumulated impairment losses. Impairment loss on
equity investment in investees accounted for under the equity method, including goodwill
that forms part of the carrying amount of such investment, is not allocated to any asset.

Other intangible assets

Other intangible assets that are acquired by the Company are measured at cost less
accumulated amortization and any accumulated impairment losses.

Subsequent expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure, including expenditure
on internally generated goodwill and brands, is recognized in profit or loss as incurred.
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(iv) Amortization

The amortizable amount is the cost of an asset less its residual value. Except for goodwill and
intangible assets with indefinite useful lives, amortization is recognized in profit or loss on a
straight-line basis over the estimated useful lives of intangible assets from the date that they
are available for use. The estimated useful lives for the current and comparative periods are as

follows:

1)  Trademarks and patents 6-10 years
2)  Computer software 3-10 years
3)  Customer relationships and databases 10 years

The residual value, amortization period, and amortization method for an intangible asset with a
finite useful life shall be reviewed at least annually at each fiscal year end. Any changes shall
be accounted for as changes in accounting estimates.

(o) Impairment of non-financial assets

The carrying amounts of the Company’ s non financial assets, other than assets arising from
inventory and deferred tax assets, are reviewed at each reporting date to determine whether there is
any indication of impairment. If any such indication exists, then the asset’s recoverable amount is
estimated. If it is not possible to determine the recoverable amount (the higher of its fair value less
costs of disposal and its value in use) for the individual asset, then the Company will have to
determine the recoverable amount for the asset’s cash generating unit (CGU).

Notwithstanding whether indicators exist, recoverability of goodwill and intangible assets with
indefinite useful lives or those not yet in use are tested at least annually.

The recoverable amount for an individual asset or a CGU is the higher of its fair value less costs to
sell and its value in use. If, and only if, the recoverable amount of an asset is less than its carrying
amount, the carrying amount of the asset shall be reduced to its recoverable amount; and that
reduction will be accounted as an impairment loss, which shall be recognized immediately in profit
or loss.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the acquirer’s CGUs, or groups of CGUs, that are expected to
benefit from the synergies of the combination.

If the carrying amount of each of the CGUs exceeds the recoverable amount of the unit, impairment
loss is recognized and is aliocated to reduce the carrying amount of each asset in the unit.

Reversal of an impairment loss for goodwill is prohibited.

An assessment is made at the end of each reporting period as to whether there is any indication that
an impairment loss recognized in prior periods for an asset other than goodwill may no longer exist
or may have decreased. If any such indication exists, the recoverable amount of that asset is
estimated.

(Continued)



(p)

30

Addcn Technology Co., Ltd.
Notes to the Financial Statements

An impairment loss recognized in prior periods for an asset other than goodwill is reversed if, and
only if, there has been a change in the estimates used to determine the asset’s recoverable amount
since the last impairment loss was recognized.

Revenue
(i) Revenue from contracts with customers (policy applicable from January 1, 2018)

Revenue is measured based on the consideration to which the Company expects to be entitled
in exchange for transferring goods or services to a customer. The Company recognizes revenue
when it satisfies a performance obligation by transferring control of a good or 2 service to a
customer. The accounting policies for the Company’ s main types of revenue are explained
below.

1)  Online advertising platform services

The Company provides advertising services to customers. Revenue from providing
services is recognized in the accounting period in which the services are rendered. For
fixed-price contracts, revenue is recognized based on the actual service provided to the
end of the reporting period as a proportion of the total services to be provided. The
proportion of services provided is determined based on the actual advertising hours spent
relative to the total expected advertising hours.

Estimates of revenues, costs or extent of progress toward completion are revised if
circumstances change. Any resulting increases or decreases in estimated revenues or
costs are reflected in profit or loss in the period in which the circumstances that give rise
to the revision become known by management.

In case of fixed-price contracts, the customer pays the fixed amount based on a payment
schedule. If the services rendered by the Company exceed the payment, a contract asset
is recognized. If the payments exceed the services rendered, a contract liability is

recognized.
2) Commission

The Company only acts as a platform provider when it provides online trading platform
services. Commission is received by a fixed proportion of transaction price when the
buyer and seller confirm that the transaction is finished.

3)  Sale of goods — clothes and boutiques

The Company sells clothes and boutiques on the online platform by retail. The Company
recognizes revenue when a customer takes possession of the product. Payment of the
transaction price is due immediately when the customer purchases the product.

4) Financing components

The Company does not expect to have any contracts where the period between the
transfer of the promised goods or services to the customer and payment by the customer
exceeds one year. As a consequence, the Company does not adjust any of the transaction
prices for the time value of money.
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(i) Revenue (policy applicable before January 1, 2018)

1y

2)

3)

Goods sold

Revenue from the sale of goods in the course of ordinary activities is measured at the fair
value of the consideration received or receivable, net of returns, trade discounts, and
volume rebates. Revenue is recognized when persvasive evidence exists, usually in the
form of an executed sales agreement that the significant risks and rewards of ownership
have been transferred to the customer, recovery of the consideration is probable, the
associated costs and possible return of goods can be estimated reliably, there is no
continuing management involvement with the goods, and the amount of revenue can be
measured reliably. If it is probable that a discount will be granted and the amount can be
measured reliably, then the discount is recognized as a reduction of revenue as the sales
are recognized.

The timing of the transfers of risks and rewards varies depending on the individual terms
of the sales agreement. Transfer usually occurs when the goods is received at the place
where customer designates.

Services

The Company provides online advertising platform services to its customers. Revenue
from services rendered is recognized in profit or loss in proportion to the stage of
completion of the transaction at the reporting date.

Commissions

When the Company acts in the capacity of an agent rather than as the principal in a
transaction, the revenue recognized is the net amount of commission made by the
Company.

(iii) Contract costs (policy applicable from January 1, 2018)

1)

Incremental costs of obtaining a contract

The Company recognizes the incremental costs of obtaining a contract with a customer as
an asset if the Company expects to recover those costs. The incremental costs of
obtaining a contract are those costs that the Company incurs to obtain a contract with a
customer that it would not have incurred if the contract had not been obtained. Costs to
obtain a contract that would have been incurred regardless of whether the contract was
obtained shall be recognized as an expense when incurred, unless those costs are
explicitly chargeable to the customer regardless of whether the contract is obtained.

The Company applies the practical expedient to recognize the incremental costs of
obtaining a contract as an expense when incurred if the amortization period of the asset
that the entity otherwise would have recognized is one year or less.
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2)  Costs to fulfil a contract

If the costs incurred in fulfilling a contract with a customer are not within the scope of
another Standard (for example, YAS 2 Inventories, IAS 16 Property, Plant and Equipment
or IAS 38 Intangible Assets), the Company recognizes an asset from the costs incurred to
fulfil a contract only if those costs meet all of the following criteria:

-the costs relate directly to a contract or to an anticipated contract that the Company can
specifically identify;

-the costs generate or enhance resources of the Company that will be used in satisfying
(or in continuing to satisfy) performance obligations in the future; and

-the costs are expected to be recovered.

General and administrative costs, costs of wasted materials, labor or other resources to
fulfil the contract that were not reflected in the price of the contract, costs that relate to
satisfied performance obligations (or partially satisfied performance obligations), and
costs for which the Company cannot distinguish whether the costs relate to unsatisfied
performance obligations or to satisfied performance obligations(or partially satisfied
performance obligations), the Company recognizes these costs as expenses when
incurred.

(q) Employee benefits

(1)

(@

(ii)

Defined contribution plans

Obligations for contributions to defined contribution pension plans are recognized as an
employee benefit expense in profit or loss in the periods during which services are rendered by
employees.

Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided.

A liability is recognized for the amount expected to be paid under short-term cash bonus or
profit-sharing plans if the Company has a present legal or constructive obligation to pay this
amount as a result of past service provided by the employee, and the obligation can be
estimated reliably.

Share-based payment

The grant-date fair value of share-based payment awards granted to employees is recognized as
employee expenses, with a corresponding increase in equity, over the period that the employees
become unconditionally entitled to the awards. The amount recognized as an expense is adjusted to
reflect the number of awards whose related service and non-market performance conditions are
expected to be met, such that the amount ultimately recognized as an expense is based on the number
of awards that meet the related service and non-market performance conditions at the vesting date.

For share based payment awards with non-vesting conditions, the grant-date fair value of the share
based payment is measured to reflect such conditions, and there is no true up for differences between
expected and actual outcomes.
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The fair value of the amount payable to employees in respect of share appreciation rights, which are
settled in cash, is recognized as an expense, with a corresponding increase in liabilities, over the
period that the employees become unconditionally entitled to payment. The liability is remeasured at
each reporting date and settlement date. Any changes in the fair value of the liability are recognized
as personnel expenses in profit or loss.

Income taxes

Income tax expenses include both current taxes and deferred taxes. Except for expenses related to
business combinations or recognized directly in equity or other comprehensive income, all current
and deferred taxes are recognized in profit or loss.

Current taxes include tax payables and tax deduction receivables on taxable gains (losses) for the
year calculated using the statutory tax rate on the reporting date or the actual legislative tax rate, as
well as tax adjustments related to prior years.

Deferred taxes arise due to the temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their respective tax bases. Deferred taxes are
recognized except for the following;

(i) Assets and liabilities that are initially recognized but are not related to the business
combination and have no effect on net income or taxable gains (losses) arising from the
transaction.

(ii) Temporary differences arising from equity investments in subsidiaries or joint ventures where
there is a high probability that such temporary differences will not reverse.

(iii) Initial recognition of goodwill.

Deferred tax assets and liabilities are measured at tax rates that are expected to apply to the period
when the asset is realized or the liability is settled, which are normally the tax rates that have been
enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and liabilities may be offset against each other if the following criteria are met:
(i) the entity has the legal right to seitle tax assets and liabilities on a net basis; and
(ii) the taxing of deferred tax assets and liabilities fulfills one of the below scenarios:

1)  levied by the same taxing authority; or

2) levied by different taxing authorities, but where each such authority intends to settle tax
assets and liabilities (where such amounts are significant) on a net basis every year of the
period of expected asset realization or debt liquidation, or where the timing of asset
realization and debt liquidation is matched.

A deferred tax asset is recognized for the carry forward of unused tax losses, unused tax credits, and
deductible temporary differences to the extent that it is probable that future taxable profit will be
available against which the unused tax losses, unused fax credits, and deductible temporary
differences can be utilized. Such unused tax losses, unused tax credits, and deductible temporary
differences are also revaluated every year on the financial reporting date, and adjusted based on the
probability that future taxable profit wiil be available against which the unused tax losses, unused
tax credits, and deductible temporary differences can be utilized.
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(t) Earnings per share

The Company discloses the Company’s basic and diluted earnings per share attributable to ordinary
shareholders of the Company. Basic earnings per share is calculated as the profit attributable to
ordinary shareholders of the Company divided by the weighted average number of ordinary shares
outstanding. Diluted earnings per share is calculated as the profit attributable to ordinary
shareholders of the Company divided by the weighted average number of ordinary shares
outstanding after adjustment for the effects of all potentially dilutive ordinary shares, such as
employee stock options.

(u) Operating segments

The Company discloses its segment information in the consolidated financial statements. Therefore,
the Company need not disclose segment information in the parent-company-only financial
statements.

Significant accounting assumptions and judgments, and major sources of estimation uncertainty:

The preparation of the financial statements in conformity with the Regulations requires management to
make judgments, estimates, and assumptions that affect the application of the accounting policies and the
reported amount of assets, liabilities, income, and expenses. Actual results may differ from these
estimates.

The management continues to monitor the accounting estimates and assumptions. The management
recognizes any changes in accounting estimates during the period and the impact of those changes in
accounting estimates in the next period.

Information about judgments made in applying accounting policies that have the most significant effects
on the amounts recognized in the financial statements is as follows:

(a) Judgment regarding acting as a principal or as an agent on commission

In respect of commissions, the Company concludes that the following indicators provide further
evidence that it does not control the specified goods before they are transferred to the customer, and

therefore it acts as an agent.

— The Company neither obliged to provide the goods if the supplier fails to transfer the goods to
the customer, nor responsible for the acceptability of the goods.

— The Company does not commit itself to obtain the goods from the supplier before the goods are
purchased by the customer, and does not accept responsibility for any damaged or returned
goods.

— The Company cannot vary the selling prices set by the supplier.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment within the next financial year is as follows:
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(a) Impairment of goodwiil

The assessment of impairment of goodwill requires the Company to make subjective judgments to
identify CGUs, allocate the goodwill to relevant CGUs, and estimate the recoverable amount of
relevant CGUs. Please refer to note 6(1) for further description of the impairment of goodwill.

The Company's accounting policies include measuring financial and non-financial assets and liabilities at
fair value through profit or loss.

The Company has established an internal control framework with respect to the measurement of fair value,
which includes founding the financial instrument valuation group to review significant unobservable
inputs and valuation adjustments (including level 3 fair value) and then report to the chief directly.

The Company's financial instrument valuation group conducts independent verification on fair value by
using data sources that are independent, reliable, and representative of exercise prices. This financial
instrument valuation group also periodically adjusts valuation models, conducts back testing, renews input
data for valuation models, and makes all other necessary fair value adjustments to assure the rationality of
fair value. The Company strives to use market observable inputs when measuring assets and liabilities.
Different levels of the fair value hierarchy to be used in determining the fair value of financial instruments
are as follows:

(a) Level 1: quoted prices (unadjusted) in active markets for identifiable assets or liabilities.

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

(c) Level 3: inputs for the assetshor liability that are not based on observable market data.
Please refer to Note 6(aa) for assumptions used in measuring fair value.

{6) Explanation of significant accounts:
(a) Cash and cash equivalents

December 31, December 31,

2018 2017
Cash $ 50 50
Demand deposits and check deposits 481,686 370,805
Cash and cash equivalents in the statement of cash flows $ 481,736 370,855

Time deposits whose term is less than one year are classified to other financial assets.

Please refer to note 6(aa) for the exchange rate risk, interest rate risk, and sensitivity analysis of the
financial assets and liabilities of the Company.
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(b) Financial assets at fair value through other comprehensive income

December 31,
2018
Debt investments at fair value through other comprehensive income:
UPAMC China High Yield Bond Fund b 1,740
Amundi Funds II-Emerging Markets Bond U USD D ExD 8,723
UPAMC Dyna-Strategy Global Multi-Asset Fund B TWD 3,695
Corporate bonds —Citigroup Global Markets Inc. ‘ 37,859
Corporate bonds —Formosa Group 18,334
Subtotal 70,351
Equity investments at fair value through other comprehensive income:
Domestic unlisted company -Bridge Roots Capital 23,663
Domestic unlisted company -Cherri Tech Inc. 8,538
Domestic unlisted company -Jacker Cleanning Inc. 13,123
Domestic listed company -Newretail Co., Ltd 58,197
Subtotal 103,521
Total $ 173,872
(i) Debt investments at fair value through other comprehensive income
The Company has assessed that the following securities are held within a business model
whose objective is achieved by both collecting the contractual cash flows and by selling
securities; therefore, they have been classified as debt investments at fair value through other
comprehensive income on January 1, 2018. The investments were classified as available-for-
sale financial assets on December 31, 2017.
On May 30, 2018, the Company sold its investments as a result of the Company’s investment
strategy. The investment sold had a fair value of $10,288 and the Company realized a gain of
$240, which has been transferred from other equity interest to profit or loss.
(i) Equity investments at fair value through other comprehensive income

On January 1, 2018, the Company designated the investments shown above as equity securities
as at fair value through other comprehensive income because these equity securities represent
those investments that the Company intends to hold for long-term strategic purposes.

These investments were classified as financial assets measured at cost on December 31, 2017,
expect for Newretail Co., Ltd. which was classified as available-for-sale financial assets on
December 31, 2017.

No strategic investments were disposed as of December 31, 2018, and there was no transfer of
any cumulative gain or loss within equity relating to these investments. '
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(iif) For credit risk (including the impairment of debt investments) and market risk; please refer to
note 6(aa).

(iv) None of the financial assets above are pledged as collateral for long-term borrowings.

Non-current available-for-sale finrancial assets

December 31,
2017
Investments in listed securities:
Fund investments , $ 16,477
Stocks listed on domestic markets A 135,731
Bond investments 66,786
Total S 218,994

(i} The Company invested $187,994 in private investment in public equity of Newretail Co., Ltd.
in cash, which was equivalent to 9,572 thousand shares and acquired non-physical shares on
July 25, 2017.

(iiy The Company purchased corporate bonds issued by Formosa Group in the amount of $19,855
in January 2017, and issued by Citigroup Global Market Inc. in the amount of $37,954 in July
2017.

(iii) The Company sold Taishin 1699 Money Market Fund with a carrying value of $50,000 in July
2017, and on the other hand, the Company purchased UPAMC Dyna-Strategy Global Multi-
Asset Fund B TWD in the amount of $50,000 in September 2017.

(iv) These investments were classified as financial assets at fair value through other comprehensive
income on December 31, 2018; please refer to note 6(b).

(v) For credit risk and market risk, please refer to note 6(aa).
(vi) None of the financial assets above are pledged as collateral for long-term borrowings.

Financial Assets Measured at Cost

December 31,
2017
Available-for-Sale Financial Assets:
Domestic unlisted common shares . $ 34.500

The aforementioned investments held by the Company were measured at amortized cost as of
December 31, 2017, given the range of reasonable fair value estimates is large and the probability
for each estimate cannot be reasonably determined; therefore, the Company management had
determined that the fair value cannot be measured reliably. These investments were classified as
equity investments at fair value through other comprehensive income on December 31, 2018; please
refer to note 6(b).
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For credit risk and market risk, please refer to note 6(aa).
None of the financial assets above are pledged as collateral for long-term borrowings.
Note and trade receivables

December 31, December 31,

2018 2017
Note receivables $ 45 198
Trade receivables 127,612 136,426
Less: Loss allowance (11,804} (626)
$ 115,853 135,998

(i) The Company applies the simplified approach to provide for its expected credit losses, i.e. the
use of lifetime expected loss provision for all receivables on December 31, 2018. To measure
the expected credit losses, trade receivables have been grouped based on shared credit risk
characteristics and the days past due, as well as incorporated forward looking information,
including macroeconomic and relevant industry information. The loss allowance provision as
of December 31, 2018 was determined as follows:

Weighted-
Gross carrying average loss Loss allowance
amount rate provision
Current $ 106,444 0% -
1 to 60 days past due 12,658 25%~50% 3,249
More than 60 days past due 8,555 100% 8.555
Total $ 127.657 11,804

(ii) As of December 31, 2017, the Company applies the incurred loss model to consider the loss
allowance provision of notes and trade receivable, and the aging analysis of notes and trade
receivable, which were past due but not impaired, was as follows:

December 31,
2017
Past due 61 to 150 days $ 2
Past due 151 to 240 days 14
Past due 241 to 360 days 538
A 554
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(iiiy The movement in the allowance for notes and trade receivable was as follows:

December 31, 2017
Individually Collectively
December 31, assessed assessed
2018 impairment impairment
Balance at January 1, 2018 and 2017  § 626 - 229
per IAS 39
Adjustment on initial application of
IFRS 9 -
Balance at January 1, 2018 per IFRS 9 626
Impairment losses recognized 11,191 - 397
Amounts written off (13) - -
Balance at December 31, 2018 and 2017§ 11.804 - 626

(iv) The aforementioned notes and trade receivable of the Company were not pledged as collateral
for long-term borrowings.

Inventories
Inventories on December 31, 2018 and 2017 were categorized as follows:

December 31, December 31,

2018 2017
Merchandise $ 13,116 23,595
Less: Loss allowance (3.400) (9.100)
$ 9.716 14,495

As of December 31, 2018 and 2017, inventory cost were recognized as cost of sales and expenses
amounted to $46,488 and $116,064, respectively.

The Company has sold the merchandise whose cost was lower than net realizable value; therefore,
the Company reversed write-downs amounted to $5,700 and reduced the cost of sold for the year
ended of 2018.

As of December 31, 2018 and 2017, the Company did not provide any inventories as collateral for its
loans.
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(g) Investments accounted for using equity method
The details of the investments accounted for using equity method were as follows:

December 31, December 31,

2018 2017
Subsidiaries . 5 745,653 692,969
Associates 25.825 -
) 771,478 692,969

(i) Subsidiaries

For the related information, please refer to the consolidated financial statements for the year
ended December 31, 2018.

(ii) Associates

The Company’s financial information for investments in individually insignificant associates
accounted for using the equity method at the reporting date is as follows. These financial
information are included in the financial statements.

December 31, December 31,
2018 2017

Carrying amount of individually insignificant associates’
equity $ 25.825 -

In 2018 and 2017, the Company’s share of the net income of associates was as follows:

2018.10.12
_ ~2018.12.31 2017
Attributable to the Company:
Profit from continuing operations $ 118 -
Other comprehensive income - -
Comprehensive income h) 118 -

The Company does not have any contingent liabilities arising from associate with other
investor or for individual responsibility.

There is no significant restrictions to transfer financial resource from associate to the
Company.

As of December 31, 2018 and 2017, the Company did not provide any investments accounted
for using the equity method as collateral for its loans.
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(h) Changes in a parent's ownership interest in a subsidiary

&)

(i) Changes in subsidiaries’ equity did not result in the Company’s loss of control

Digit Marketing Co., Limited (hereinafter referred to Digit Marketing) approved a resolution to
issue 400 thousand common stocks by cash, and retained part of its shares for the employees in
September 2018, which reduced the Company’s direct holding from 55% to 53.27%. Adden
Technology (HK) Co., Limited approved a resolution to issue 2,786 thousand common stocks
by cash, and retained part of its shares for Group’s employees in September 2018, which
reduced the Company’s indirect holding from 100% to 70%.

The effect of change in equity of subsidiary ownership attributable to parent equity is stated as

follow:
2018
Adden
Technology
Digit Marketing (HK) Co.,
Co., Limited Limited

Capital equity-changes in ownership interest $ 374 4,746
Other equity -exchange differences on translation of

foreign financial statements - 620
Retained earnings reduction $ 374 5.366

Loss control of subsidiaries

The Company gave up acquiring subsidiary's cash capital increase, Digit Marketing Co., Ltd in
October 22, 2018. The Company’s direct holding decreased from 53.27% to 33.29% and the number
of directors is not over half, so it lost control over Digit Marketing. Due to loss of control, the
transaction should be considered disposing 53.27% share of Digit Marketing. The fair value of the
disposal was $25,066, and the Company recorded the total gain of $1,681 under gain on disposal of
investments in statements of comprehensive income.

On October 22, 2018, the carrying amount of assets and liabilities of Digit Marketing on the date of
disposal were as follow:

Cash and cash equivalents b 25,955
Accounts receivable and other receivable 47,125
Other current assets 1,426
Property, plant and equipment 2,149
Intangible assets 278
Other non-current assets 58
Accounts payable and other payable (25,440)
Other current liabilities (7.410)
Carrying amount of net assets 3 44,141
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42

The cost, depreciation, and impairment of the property, plant and equipment of the Company for the
years ended December 31, 2018 and 2017, were as follows:

Cost or deemed cost:
Balance at January 1, 2018
Additions
Disposals
Balance at December 31, 2018
Balance at January 1, 2017
Additions
Reclassification from investment property
Disposals
Balance at December 31, 2017
Depreciation and impairment.s losses:
Balance at January 1, 2018
Depreciation
Disposals
Balance at December 31, 2018
Balance at January 1, 2017
Reclassification from investment property
Depreciation
Disposals
Balance at December 31, 2017
Carrying amount:
Balance at December 31, 2018
Balance at December 31, 2017
Balance at January 1, 2017

Buildings
and Office Leasehold
Land structures Equipment Improvements Total
131,656 101,855 60,998 5,327 303,836
- 106 12,832 - 12,938
- - (290) - (290)
131,656 101,961 73,540 9,327 316,484
120,939 96,153 58,738 8,915 284,745
- - 4,699 412 5,111
10,717 5,702 - - 16,419
- - (2,439 - (2.439)
131,656 101,855 60,998 9,327 303,836
- 13,635 50,097 9,053 72,785
- 5,744 7,071 274 13,089
- - (285) - (285)
- 19.37% 56,883 9,327 85,589
- 7,703 45,815 8,915 62,433
- 367 - - 367
- 5,565 6,597 138 12,300
- - (2.315) - (2.315)
- 13,635 50,097 9,053 72,785
131,656 82,582 16,657 - 230,895
131,656 88,220 10,901 274 231,051
120,939 88,450 12,923 - 222,312

As of December 31, 2018 and 2017, the Company did not provide any property, plant and equipment

as collateral for its loan.
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(k) Investment property

Buildings and
Land structures Total
Cost or deemed cost:
Balance at January 1, 2018 5 35,745 20,991 56,736
Additions 46.948 19,515 66.463
Balance at December 31, 2018 $ 82.693 40,506 123.199
Balance at January 1, 2017 b 46,462 26,693 73,155
Reclassification to property, plant and
equipment - (10,717 (5.702) (16.41%
Balance at December 31, 2017 S 35,745 20.991 56,736
Depreciation and impairments losses:
Balance at January I, 2018 $ - 2,813 2,813
Depreciation - 1,199 1,199
Balance at December 31, 2018 3 - 4,012 4,012
Balance at January 1, 2017 $ - 2,266 2,266
Depreciation - D14 914
Reclassification to property, plant and
equipment - (367) (36D
Balance at December 31, 2017 $ - 2,813 2,813
Carrying amount:
Balance at December 31, 2018 b 82,693 36,494 119,187
Balance at December 31, 2017 s 35,745 18,178 53,923
Balance at January 1, 2017 $ 46,462 24,427 70,889
Fair value:
Balance at December 31, 2018 b 117,195
Balance at December 31, 2017 S 50,003

Investment property comprises a number of commercial properties that are leased to third parties.
Each of the leases contains a 2-year non-cancellable period. Subsequent renewals are negotiated with
the lessee and no contingent rents are charged. For further information (including rental income and
related operating expenses) please refer to note 6(p).

The fair value was based on the latest transaction data announced on Department of Land
Administration Ministry of the Interior.

As of December 31, 2018 and 2017, the investment property of the Company hadn't been pledged as
collateral for long-term borrowings.
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Intangible assets

The cost, amortization and impairment of the intangible assets of the Company for the years ended
December 31, 2018 and 2017, were as follows:

Client
relationship/
Database/S18
Brand/Trade computer
Goodwill marks system Others Total
Cost:
Balance at January 1, 2018 $ 58,000 27,818 59,208 4,838 149,864
Additions - - - 939 939
Balance at December 31, 2018 3 58,000 27,818 59,208 5,777 150,803
Balance at January 1, 2017 $ 58,000 27,818 59,208 2,977 148,003
Additions - - - 1,861 1,861
Balance at December 31, 2017 $ 58,000 27.818 59,208 4,838 149,864
Accumulated amortization and
impairment losses
Balance at January 1, 2018 $ - 9,602 19,243 2,932 31,777
Amortization - 2,680 5.920 571 9,171
Balance at December 31, 2018 $ - 12,282 25,163 3,503 40,948
Balance at Japuary 1, 2017 $ - 6,922 13,322 2,555 22,799
Amortization - 2,680 5921 377 8.978
Balance at December 31, 2017 s - 9,602 19,243 2,932 31,777
Carrying value:
Balance at December 31, 2018 s 58,000 15,536 34,045 2,274 109,855
Balance at December 31, 2017 s 58,000 18,216 39,965 1,906 118,087
Balance at January 1, 2017 8 58,000 20,896 45,886 422 125,204

Goodwill arose from the acquisition of 518 Technology Co., Ltd.. The Company tested for
impairment for the years ended 2018 and 2017, and there was no evidence that goodwill was

impaired.
The amortization of intangible assets is included in the statement of comprehensive income:

2018 2017
Operating expenses $ 9,171 8,978

As of December 31, 2018 and 2017, the intangible assets of the Company hadn’t been pledged as
collateral for long-term borrowing.

(Continued)
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(m) Other financial assets

(™)

Other financial assets of the Company were as follows:

December 31, December 31,

2018 2017
Other current financial assets $ 104,590 216,047
Other receivables 482 1,838
Current restricted assets 429.336 544,098
S 534,408 761,983

(i)  Other current financial asset
Other financial assets mainly consist of time deposits whose term is less than one year.
(ii) Other receivable

Other receivables mainly consist of the fee received from convenience stores, receipts under
custody by bank but not transferred into the Company, and interest receivables.

(iii)y Current restricted assets

Current resiricted assets mainly consist of time deposits pledged as collateral and receipts
under custody from transaction between members on 8591 Virtual Treasure Trade. Please refer
to note 8 for the information of pledged assets.

Other current assets and other non-current assets
Other current assets and other non-current assets were as follows:

December 31, December 31,

2018 2017
Current prepaid expense $ 9,941 4,262
Current temporary payments 1,225 19,406
Others 150 1,813
Subtotal 11,316 18,773
Guarantee deposits paid 696 1,045
Subtotal 696 728
Total $ 12,012 19,501

(i) Current prepaid expense

Current prepaid expense mainly consist of system outsourcing usage fee, domain service fee,
rent and insurance,

(ii} Current temporary payments

Temporary payments consist of payment from online payment and advanced to member from
others on 8591 Virtual Treasure Trade.
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(iii) Others

Others consist of payment on behalf of others from convenience stores and telecom operators
and input tax .

Other payables and receipts under custody
Other payables and receipts under custody were as follows:

December 31, December 31,

2018 2017

Business tax payable 3 9,653 9,124
Current tax liabilities 75,204 68,794
Employee compensation payable 54,885 53,902
Compensation due to directors and supervisors 7,323 7,440
Payment for annual leave 2,523 2,523
Wages and salaries payable 16,251 22,731
Accrued expenses payable 19,002 12,922

Subtotal 184,841 177,436
Receipts under custody 417,101 399,399
Total $ 601,942 576,835

Receipts under custody are collection on behalf of others which are not retrieved from member
transaction on 8591 Virtual Treasure Trade. The collection is deposited in individual trust account of
E. Sun Bank and other bank accounts.

Operating lease
(i) Leases as lessee
Non-cancellable operating lease rentals payable were as follows:

December 31, December 31,

2018 2017
Less than one year $ 6,859 6,721
Between one and five years 4,602 1.318
b 11.461 8.039

The Company leases office building and broadband network under operating leases. The leases
typically run for a period of 1 to 5 years, with an option to renew the lease after that date.
Lease payments are increased every five years to reflect rental at fair value. Some leases
provide for additional rent payments that are based on changes in a local price index.

(Continued)
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(i) Leases as lessor

The Company leases out its investment properties (see Note 6(k)). The future minimum lease
payments under non-cancellable leases are as follows:

December 31, December 31,

2018 2017
Less than one year $ 1,634 725
Between one and five years 800 -
$ 2,434 725

Rental income from investment property was $1,595 and $1,813 for 2018 and 2017,
respectively.

{(qQ) Employee benefits

()

The Company allocates 6% of each employee’ s monthly wages to the labor pension personal
account at the Bureau of Labor Insurance in accordance with the provisions of the Labor Pension
Act. Under these defined contribution plans, the Company allocates a fixed amount to the Bureau of
Labor Insurance without additional legal or constructive obligation.

The pension costs amounted to $3,740 and $3,283 for the years ended December 31, 2018 and 2017,
respectively.

Income tax

According to the amendments to the "Income Tax Act” enacted by the office of the President of the
Republic of China (Taiwan) on February 7, 2018, an increase in the corporate income tax rate from
17% to 20% is applicable in 2018.

(i) Income tax expense

The components of income tax in the years 2018 and 2017 were as follows:

2018 2017
Current tax expense
Current period $ 138,590 127,362
Adjustment for prior periods (168) 151
138.422 127,513
Deferred tax expense
Origination and reversal of temporary differences 3,703 2,070
Adjustment in tax rate (4.078) -
(375) 2.070
Tax expense $ 138,047 129.583
Income tax expense from continuing operations $ 138,047 101,085
Income tax from discontinued operation (excluding gain on
sale) - (1,558)
Income tax on gain on sale of discontinued operation - 30.056
$ 138,047 129,583
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48

Addcn Technology Co., Litd.
Notes to the Financial Statements

Reconciliation of income tax and profit before tax were as follows:

2018 2017

Profit excluding income tax $ 733,587 763,962
Income tax using the company's domestic tax rate 146,718 129,874
Permanent differences (4,425) (898)
10% surtax on undistributed retained earnings - 456
Adjustment in tax rate (4,078) -
Others (168) i51

) 138,047 129,583

(i) Recognized deferred tax assets and liabilities

Change in the amount of deferred tax assets and liabilities for 2018 and 2017 were as follows:

Unrealized
loss on
valuation of Loss on
inventories  investment Others Total
Deferred tax assets:
Balance at January 1, 2018 $ 1,547 20,522 1,225 23,294
Recognized in profit or loss (867) (228) 1,296 201
Balance at December 31,2018  § 6380 20,294 2.521 23.495
Balance at January 1, 2017 $ 1,547 24,108 56 25,711
Recognized in profit or loss - (3.586) 1,169 (2.417)
Balance at December 31,2017  § 1,547 20,522 1.225 23,294
Others Total
Deferred tax liabilities:
Balance at January 1, 2018 $ (187) (187)
Recognized in profit or loss 174 174
Balance at December 31, 2018 $ (13> (13)
Balance at January 1, 2017 $ (534) (534)
Recognized in profit or loss 347 347
Balance at December 31, 2017 $ (187) {187)

(iii) Assessment of tax
The Company’s tax returns for the years through 2016 were assessed by the tax authority.

(Continued)
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Capital and other equity
As of December 31, 2018 and 2017, the total value of authorized ordinary shares both amounted to
$500,000 with par value of $10 per share, and the contributed capital amounted to $425,790 and
$425,805, respectively.
Reconciliation of shares outstanding for 2018 and 2017 was as follows:

(in thousand shares)

Ordinary share
2018 2017

Balance on January 1 42,581 42,583
Retirement of restricted stock awards (2) (2)
Balance on December 31 s 42.579 42,581

(i} Ordinary share

As of 2018 and 2017, the Company had cancelled both 2 thousand shares since the employees
did not achieve the vesting conditions of restricted stock awards.

(ii) Capital surplus
The balances of capital surplus as of December 31, 2018 and 2017, were as follows:

December 31, December 31,

2018 2017
Share premium $ 410,247 533,829
Restricted stock awards 8,658 32,756
Employee share options 2,269 -
Changes in equity of associated and joint ventures accounted
for using equity method 641 -

$ 421,815 566,585

At the general meeting of shareholders held on June 14, 2018, and June 1, 2017, the Company
approved a resolution to distribute $149,032 and $191,623 from capital surplus of share
premium as cash dividend of $3.5 and $4.5 per share, respectively.

According to the R.0.C. Company Act, capital surplus can only be used to offset a deficit, and
only the realized capital surplus can be used to increase the common stock or be distributed as
cash dividends. The aforementioned realized capital surplus includes capital surplus resulting
from premium on issuance of capital stock and earnings from donated assets received.
According to the Regulations Governing the Offering and Issuance of Securities by Securities
Issuers, capital increases by transferring capital surplus in excess of par value should not
exceed 10% of the total common stock outstanding.

(Continued)
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(iii) Retained earnings

The Company's article of incorporation stipulate that Company's net earnings should first be
used to offset the prior years' deficits, if any, before paying any income taxes. Of the
remaining balance, 10% is to be appropriated as legal reserve, until the accumulated legal
capital reserve has equaled the total capital of the Company; then set aside a special capital
reserve in accordance with relevant laws, and then any remaining profit together with any
undistributed retained earnings shall be distributed according to the distribution plan proposed
by the Board of Directors and submitted to the stockholders’ meeting for approval.

1)

2)

3)

Legal reserve

According to the amendment of the R.O.C. Company Act in January 2012, the Company
must retain 10% of its after-tax annual earnings as legal reserve until such retention
equals the amount of total capital. When a company incurs no loss, it may, pursuant to a
resolution by a shareholders’ meeting, distribute its legal reserve by issuing new shares
or by distributing cash, and only the portion of legal reserve which exceeds 25% of
capital may be distributed.

Special reserve

At the general meeting of shareholders held on June 14, 2018 and June 1, 2017, the
Company approved a resolution to reclassified undistributed earnings to special earnings
reserve with amounts of $63,253 and $45,422, respectively. As of December 31, 2018
and 2017, the balance of special earnings reserve were $121,582 and $58,329,

Earnings Distribution

Earnings distribution for 2017 and 2016 was decided by the resolution adopted, at the
general meeting of shareholders held on June 14, 2018 and June 1, 2017, respectively.
The relevant dividend distributions to shareholders were as follow:

2017 2016
Amount per Total Amount per Total
Share amount Share amount
Dividends distributed to
common shareholders:
Cash $ 12.00 510,966 10.50 447,122

On March 14, 2019, the Company's Board of Directors resolved to appropriate the 2018
earnings. The cash dividend distributed to shareholders is $10.6 dollar per share from
earnings, and $1.9 dollar per share from capital surplus of share premium.

(Continued)
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(iv) OCI accumulated in reserve, net of tax

Unrealized
gains (losses)
from financial  Unrealized
Exchange assets gains
differences on measured at (losses) on
translation of fair value available-
foreign through over for-sale
financial comprehensive  financial Unearned
statements income assets compensation Amount
Balance at January 1, 2018 $ (69,437 - (52,143) (15,487) (137,067)
Effects of retrospective application - {49,695) 52,143 - 2,448
Balance at January 1, 2018 after adjustments (69,437) (49,695) - (15,487 (134,619)
Exchange differences of net asset in foreign (11,497) - - - (11,497
operations
Unrealized gains (losses) from financial assets - (69,648) - - (69,648)
measured at fair value through other
comprehensive income
Share-based payment - - - 12,910 12,910
Retirement of restricted stock awards - - - 269 299
Balance at December 31, 2018 5 (80,934) (119.343) - {2.278) (202,555)
Balance at January 1, 2017 3 {58,567) - 240 (51,642) (109,969)
Exchange differences of net asset in foreign (10,870) - - - (10,870)
operations
Unrealized gains (losses) on available-for-sale - - (52,383) - (52,383)
financial assets
Share-based payment - - - 35,657 35,657
Retirement of restricted stock awards - - - 498 498
Balance at December 31, 2017 8 (69,437) - (52,143) {15,487} (137,067)

Share-based payment

The Board of Directors’ meeting on June 16, 2016, the Company decided to award 737 thousand
new shares of restricted stock to those full-time employees whose performance assessment was
excellent. The restricted stock which has been registered and approved by the Securities and Futures
Bureau of the Financial Supervisory Commission, R.O.C. would be issued in different times. On
September 19, 2016, the Board of Directors issued 320 thousand shares of the restricted stock. The
record date for the capital increase through issuance of restricted shares was October 14, 2016.

Those employees with the restricted stock awards are entitled to obtain complimentary shares with
the condition that these employees achieve the performance and continue to provide service to the
Company for at least 3 years (from the grant date). 40% of the restricted stock is vested in year 1
after the grant date, 40% of the restricted stock is vested in year 2 after the grant date, and the
remaining 20% is vested in year 3 after the grant date.

If these employees who obtain the restricted stock awards violate Regulations Governing Issuance of
Restricted Stock Awards in 2016, employment contract, confidential contract, trust contract, Ethical
Corporate Management Best Practice Principles, Codes of Ethical Conduct, the Rules of Information
Security, Work Rules, and so on, the Company will repurchase all the unvested shares without
charge, and cancel the shares thereafter.

(Continued)
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These shares shall not be sold, pledged, transferred, gifted, or disposed of by any other means to
third parties during the custody period, except for inheritance. The voting rights of these
shareholders are executed by the custodian, and the custodian will act based on law and regulations.
The rights of shares are the same as issued ordinary share, except for the above restrictions.

As of December 31, 2018 and 2017, the balances of unearned compensation were $2,278 and
$15,487 and the expenses sprang from the restricted stock awards were $14,546 and $35,657,

respectively.

Digit Marketing Co., Ltd. and Adden Technology (HK) Co., Ltd. conducted cash offering and
retained part of its shares for the Group’s employees in September. The expense from the share
which the Company’s employee subscribed was $2,269.

Earnings per share
(i) Basic earnings per share

The calculation of basic earnings per share at December 31, 2018 and 2017, were based on the
profit attributable to ordinary shareholders of the Company of $595,540 and $634,379 and the
weighted average number of ordinary shares outstanding of 42,417 thousand and 42,290
thousand, calculated as follows:

1)  Profit attributable to ordinary sharcholders of the Company

2018 2017
Continuing operations $ 595,540 499,389
Discontinued operations - 134,990
Profit attributable to ordinary shareholders of the
Company S 595,540 634.379
2)  Weighted average number of ordinary shares (thousand shares)
2018 2017
Issued ordinary shares at 1 January 42,390 42,263
Vesting of restricted stock 27 27
Weighted average number of ordinary shares outstanding
at December 31 42,417 42,290

(i) Diluted earnings per share

The calculation of diluted earnings per share at December 31, 2018 and 2017, were based on
the profit attributable to ordinary shareholders of the Company of $595,540 and $634,379 and
the weighted average number of ordinary shares outstanding after adjustment for the effects of
all dilutive potential ordinary shares of 42,741 thousand and 42,662 thousand, calculated as

follows:
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1)  Profit attributable to ordinary shareholders of the Company (diluted)
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2018 2017
Continuing operations b 595,540 469,389
Discontinued operations - 134.990
Profit attributable to ordinary shareholders of the
Company (diluted) $ 595,540 634,379

2)  Weighted average number of ordinary shares outstanding (diluted)(thousand shares)

2018 2017
Weighted average number of ordinary shares outstanding 42,417 42,290
(basic)
Effect of restricted employee share unvested 50 95
Estimated effect of employee stock bonuses 274 277
Weighted average number of ordinary shares outstanding
at December 31 (diluted) 42,741 42,662
3)  Earnings per share
2018 2017
Basic earnings per share
Continuing operations b 14.04 11.81
Discontinued operations - 3.19
k3 14.04 15.00
Diluted earnings per share
Continuing operations $ 13.93 11.71
Discontinued operations - 3.16
$ 13.93 14.87
(v) Revenue from coniracts with customers
(i) Disaggregation of revenue
2018
Primary geographical markets:
Taiwan $ 1.417.973
Major products/services lines:
Internet service revenue $ 1,008,218
Commission 345,150
Product sales 64,605
S 1,417,973
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For details for revenue for 2017, please refer to note 6(w).

For the year ended December 31, 2018, revenue from e-commerce was $1,314,348, which was
93% of total revenue.

(ii) Contract balances

December 31, January 1,

2018 2018
Accounts receivable $ 127,657 136,624
Less: allowance for impairment (11.304) (626)
$ 115,853 135998

December 31, January 1,

2018 2018
Contract liability-internet service $ 184,469 177,145
Contract liability-online advertising solicitation 1 389
$ 184.470 177,534

For details on account receivable and allowance for impairment, please refer to note 6(f).

{(w) Revenue

)

The details of revenue for the vear ended December 31, 2017 was as follows:

2017
Continuing Discontinued
operation operation Total
Online product sales $ 38,228 105,072 143,300
Internet service revenue 883,403 - 883,403
Cormission 337,011 - 337,011
Others 67.259 - 67,259
$ 1,325,901 105,072 1.430,973

For details on revenue for 2018, please refer to note 6(v).

For the year ended December 31, 2017, revenue from e-commerce was $1,258,642, which was 95%
of total revenue.

Employee compensation and directors' and supervisors' remuneration

In accordance with the articles of incorporation, the Company should contribute no less than 1% of
the profit as employee compensation and less than 3% as directors’ and supervisors' remuneration
when there is profit for the year. However, if the Company has accumulated deficits, the profit
should be reserved to offset the deficit. The recipients of shares and cash may include the employees
of the Company's affiliated companies who meet certain conditions.

(Continued)



6%

@)

55

Addcn Technology Co., Ltd.
Notes to the Financial Statements

For the years ended December 31, 2018 and 2017, the Company estimated its employee
remuneration and directors' and supervisors' remuneration amounting as following:

2018 2017
Employee compensation 54,860 53,902
Directors' and supervisors' remuneration 7.323 7.440
62.183 61.342

The estimated amounts mentioned above are calculated based on the net profit before tax, excluding
the remuneration to employees, directors and supervisors of each period, multiplied by the
percentage of remuneration to employees, directors and supervisors as specified in the Company's
articles. These remunerations were expensed under operating costs or operating expenses during
2018 and 2017.

The amounts, as stated in the financial statements, are identical to those of the actual distributions
for 2018 and 2017. Related information would be available at the Market Observation Post System
website.

Non-operating income and expenses
Other income

The details of other income were as follows:

2018 2017
Processing fee income $ 9,524 3,949
Others 14,708 5,881
$ 24,232 15,830

Reclassification adjustments of components of other comprehensive income

The details of reclassification adjustments of components of other comprehensive income were as
follows:

2018 2017

Available-for-sale financial assets:
Net change in fair value _ $ - (52,383)
Net change in fair value reclassified to profit or loss - -

Debt instruments at fair value through other comprehensive

income
Net change in fair value (2,679) -
Net change in fair value reclassified to profit or loss (240) -

Net change in fair value recognized in other comprehensive
income 5 (2,919 (52,383)
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{aa) Financial instrument
(i) Categories of financial instruments
1)  Financial assets

December 31, December 31,

2018 2017

Financial assets at fair value through other comprehensive

income $ 173.872 -
Available-for-sale financial assets (including financial

assets measured at cost $34,500) - 253.494
Amortized cost financial assets (loans and receivables):

Cash and cash equivalents 481,736 370,855

Note and trade receivable 115,853 135,998

Account receivable due from related parties 20,781 11,130

Other financial asset 534,408 761.983
Total $ 1,326.650 1,533,460

2} Financial liabilities

December 31, December 31,

2018 2017

Financial labilities measured at amortized cost:

Notes and trade payable 3,711 5,850

Accounts payable to related parties 68,786 68,690

Other payable 184,841 177,436

Other payable to related parties 6,962 .

Receipts under custody 417,101 399,399
Total $ 681,401 651,375

(i) Creditrisk
1)  Credit risk exposure

As of December 31, 2018 and 2017, the Company’s maximum amount exposed to credit
risk were $1,326,650 and $1,533,460, respectively.

2)  Concentration of credit risk

As the Company has a large customer base and does not have a significant concentration
of transactions with a single customer, the credit risk of accounts has no significant
concentration.
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(iii) Liquidity risk
The following table shows the contractual maturities of financial liabilities, including
estimated interest payments and excluding the impact of netting agreements.

Contractnal
cash flows Within 6 months
December 31, 2018
Non-derivative financial liabilities
Notes and trade payable 5 3,711 3,711
Accounts payable to related parties 68,786 68,786
Other payable 184,841 184,841
Other payable to related parties 6,962 6,962
Receipts under custody 417.101 417,101
$ 681,401 681,401
December 31, 2017
Non-derivative financial liabilities
Notes and trade payable 5 5,850 5,850
Accounts payable to related parties 68,690 68,6590
Other payable 177,436 177,436
Receipts under custody 399,399 399,399
5 651,375 651,375

(iv) Currency risk
1)  Exposure to foreign currency risk

The Company did not face significant exposure to foreign currency risk on financial
assets and liabilities.

(v) Interest rate analysis

Please refer to the notes on liquidity risk management and interest rate exposure of the
Company's financial assets and liabilities.
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(vi) Information of fair value
1)  Fair value hierarchy

The fair value of financial assets at fair value through other comprehensive income
(available for sale financial assets )is measured on a recurring basis. The carrying amount
and fair value of the Company’s financial assets and liabilities, including the information
on fair value hierarchy were as follows; however, except as described in the following
paragraphs, for financial instruments not measured at fair value whose carrying amount
is reasonably close to the fair value, and for equity investments that has no quoted prices
in the active markets and whose fair value cannot be reliably measured, disclosure of fair
value information is not required:

December 31, 2018
Fair value
Book Value Level 1 Level 2 Level 3 Total
Financial assets at fair value

through other
comprehensive income
Stocks in domestic

listed company 3 58,198 - 58,198 - 58,198
Stock in domestic unlisted

company 45,323 - - 45,323 45,323
Funds 14,158 14,158 - - 14,158
Bonds 56,193 56,193 - - 56,193
Total $  173.872 70,351 58,198 45,323 173,872

December 31, 2017
Fair value
Book Value Level 1 Level 2 Level 3 Total
Available-for-sale

financial assets
Stocks in domestic

listed company $ 135731 - 135,731 - 135,731
Funds 16,477 16,477 - - 16,477
Bonds 66,786 66,786 - - 66,786
Financial assets measured

at cost 34.500 - - - -
Total $ 253,494 83,263 135,731 - 218,994

2)  Valuation techniques for financial instruments measured at fair value
a) Non-derivative financial instruments

If a financial instrument has a quoted price in an active market, the quoted price is
used as fair value. The quoted price of a financial instrument obtained from major
exchanges and over-the counter markets are the basis used to determine the fair
value of a listed company’s stock and the quoted prices in an active market.
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In addition, fair value of private placement listed equity instrument is measured by
the market value of investee, and the value of put option is measured as no-active-
market liquidity discount to adjust the effect that the equity security lacks of market
liquidity. The main assumption is that when investors hold restricted equity
securities, they can buy put option which the strike price is equivalent of market
value of restricted equity securities, to ensure that investors can still sell their
restricted equity securities at current market price after the termination of restricted
trading period. Therefore, the value of put option, which is measured by Black-
Scholes model, stands for the cost that investors are willing to pay in order to
_ensure the liquidity of equity security market.

The Company uses the following methods in determining the fair value of its
financial instruments without a quoted price in an active market:

Financial assets at FVOCI- non-current are investments in non-listed stock. The fair
value is based on the market approach of comparable business. For non-listed
stock, the price is based on the estimated earnings before interest, taxes,
depreciation, and amortization of investee and the quoted price in an active market
of comparable companies. The estimated fair value is adjusted for the lack of
liquidity.

3) Reconciliation of Level 3 fair values

Fair value through other
comprehensive income
(Available-for-sale financial

assets)
Unquoted equity instruments
Opening balance, January 1, 2018 $ 36,948
Total gains and losses recognized
In profit or loss -
In other comprehensive income 8.375
Ending Balance, December 31, 2018 5 45,323

Opening balance, January 1, 2017 -
Total gains and losses recognized
In profit or loss -
In other comprehensive income -
Ending Balance, December 31, 2017 -
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For the years ended December 31, 2018 and 2017, total gains and losses that were
included in “other gains and losses”, “unrealized gains and losses from available-for-sale
financial assets” and “unrealized gains and losses from financial assets at fair value

through other comprehensive income” were as follows:

2018 2017

Total gains and losses recognized

In other comprehensive income, and presented in 10,823 -
“unrealized gains and losses from financial
assets at fair value through other
comprehensive income”

Quantified information on significant unobservable inputs (Level 3) used i fair value
measurement

The Company’s financial instruments that use Level 3 inputs to measure fair value in
“financial assets measured at fair value through other comprehensive income — equity
security investments”.

Most of fair value that use Level 3 have single significant unobservable inputs, only
measurements of fair value of equity instruments without an active market had several
significant unobservable inputs. Due to independence of significant unobservable inputs
in equity instruments without an active market, there were no exist correlation between
each other.

Quantified information of significant unobservable inputs was as follows :

Inter-relationship
between significant
unobservable inputs

Valuation Significant and fair value
Item technique unobservable inputs measurement
Financial assets at Comparable - P/Bratio (2.23~14.02  The estimated fair
fair value through company on December 31, value would increase
other analysis 2018) (decrease} if:
comprehensive - P/Eratio (15.36~19.82 - the P/B ratio were
income (Avail?.b]e on December 31, higher (lower);
for sale financial 2018) - the P/E ratio were
?.ssets) equity - Lack-of-Marketability higher (lower); or
mvestments Discount )
without an active o 0 Lack-of-
market (9.54%~48.04% on marketability
December 31, 2018) discount were
lower (higher).
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Inter-relationship
between significant
unobservable inputs

Valuation Significant and fair value
Item technique unobservable inputs measurement
Financial assets at Net asset - Net asset valuation Not applicable
fair value through  valuation
other method
comprehensive
income (Available
for sale financial
assets) stock
investigation

(ab) Financial risk management

®

(i)

Overview

The Company have exposures to the following risks from its financial instruments:
1}  credit risk

2)  liquidity risk

3)  market risk

The following likewise discusses the Company’ s objectives, policies and processes for
measuring and managing the above mentioned risks. For more disclosures about the
quantitative effects of these risks exposures, please refer to the respective notes in the
accompanying financial statements.

Framework of risk management

The Board of Directors has responsibility for the establishment and oversight of the risk
management framework. Internal Audit is responsible for identifying and analyzing the risk
faced by the Company. The heads of departments set appropriate risk limits and controls, and
to monitor risks and adherence to limits. The Company, through its training and management
standards and procedures, aims to develop a disciplined and constructive control environment
in which all employees understand their roles and obligations.

The Company Supervisor oversees how management monitors compliance with the Company’
s risk management policies and procedures and reviews the adequacy of the risk management
framework in relation to the risks faced by the Company. The Company Supervisor is assisted
in its oversight role by Internal Audit. Internal Audit undertakes both regular and ad hoc
reviews of risk management controls and procedures, the results of which are reported to the
Supervisor.
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(iti) Credit risk

(iv)

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a
financial instrument fails to meet its contractual obligations, and arises principally from the
Company’s receivables from customers and investments in debt securities.

1)

2)

Trade and other receivable

The exposure to credit risk is affected by each individual client. The management
considers the basic statistics data of client, including the default risk of client’s industry
and country which probably affect credit risk.

The Company has established a credit policy under which each new customer is analyzed

-individually for creditworthiness before the Company’s standard payment and delivery

terms and conditions are offered. The Company’s review includes external ratings, when
available, and, in some cases, bank references. Purchase limits are established for each
customer and represent the maximum open amount without requiring approval; these
limits are reviewed quarterly. Customers that fail to meet the Company’ s benchmark
creditworthiness may transact with the Company only on a prepayment basis.

The Company establishes an impairment allowance that represents its estimate of
incurred losses in respect of trade receivable, other receivable, and investment. The
components of this impairment allowance are a specific loss component that relates to
individually significant exposures, and a collective loss component established for
groups of similar assets in respect of losses that have been incurred but not yet identified.
Collective loss component established for groups is based on similar historical payment
data of financial assets.

Investinents

The exposure to credit risk for the bank deposits, fixed income investments, and other
financial instruments is measured and monitored by the Company’s finance department.
The Company only deals with banks, other external parties, corporate organizations,
government agencies and financial institutions with good credit rating. The Company
does not expect any counterparty above fails to meet its obligations hence there is no
significant credit risk arising from these counterparties.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. The Company’s approach to managing liquidity is to ensure, as far as possible, that it
always has sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Company’ s
reputation.

(Continued)
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(v) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, will affect
the Company’s income or the value of its hoidings of financial instruments. The objective of
market risk management is to manage and control market risk exposures within acceptable
parameters, while optimizing the return.

1)  Currency risk

The Company is exposed to currency risk on sales, and purchases that are denominated
in a currency other than the respective functional currencies of the Group’s entities,
primarily the New Taiwan Dollar (NTD), Hong Kong Dollar (HKD), and Chinese Yuan
(CNY). The currencies used in these transactions are the NTD, US Dollar (USD), HKD,
and CNY. :

(ac) Capital management

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor, and
market confidence, and to sustain future development of the business. Capital consists of ordinary
shares, capital surplus, retained earnings, and non-controlling interests. The Board of Directors
monitors return on capital and also controls the Ievel of dividend. The Company's debt-to-equity
ratio at the end of the reporting period as of December 31, 2018 and 2017 were as follows:

December 31, December 31,

2018 2017
Total liabilities $ 900,914 859,992
Less: cash and cash equivalents 481.736 370,855
Net debt S 419,178 489.137
Total equity S 1,702,374 1.833.813
Debt-to-equity ratio at December 31 24.62 % 26.67 %

As of December 31, 2018, the Company’s capital management strategy was not changed. The debt-
to-equity ratio was decreased on December 31, 2018, due to cash inflow generated from operating
which increases the balance of cash and cash equivalents and reduces net debt.

(7) Related-party transactions:

(a) Names and relationship with related parties

Name of related party Relationship with the Group
Addcn Technology (Samoa) Co., Lid. The Company’s subsidiary
Addcen Technology (SHENZHEN) Co., Ltd. The Company’s subsidiary
Adden Technology (HK) Co., Ltd. The Company’s subsidiary
Digit Marketing Co., Ltd. The Company’s associate

(Continued)
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(b) Significant transactions with related parties

6

(ii)

(iif)

The amounts of services provided by the Company to related parties and account receivable
due to related parties were as follows:

Sales amount Account receivable
December December
2018 2017 31,2018 31,2017
Associate $ 4,949 - 20,781 -

The Company signed exclusive advertising selling and collaboration agreement with Digit
Marketing on October 15, 2018. The Company agreed that Digit Marketing could sell the
advertising banner on the Company’s platform. The agreement is valid from signing day to
December 31, 2021, but both parties can extend or shorten the agreement period by their
needs. Term for receivable collection is 180 days. Related parties do not receive collateral for
receivables, and there is no need to recognize impairment loss after assessment.

The amounts of purchase of services by Company to related parties and account payable to
related parties were as follows:

Purchase amount Account payable
December December
2018 2017 31,2018 31, 2017
Addcn Technology
(SHENZHEN) Co.,Ltd.  § 229,012 300,186 68.786 68,690

The Company and Adden Technology (SHENZHEN) Co., Ltd. re-signed contract on January
1, 2017. Adden Technology (SHENZHEN) provides web design, technical support, and regular
maintenance. The related service fees are annual operating cost of Adden Technology
(SHENZHEN) plus 7%. The Company pays CNY $2,500 monthly, and reconciles quarterly.
The duration of the contract is 3 vears, but both sides can extend or shorten the duration by

their needs.
Other transaction with related parties
The details of other transaction with related parties were as follows:

December 31, December 31,

Account Relationship 2018 2017
Commission fee - Digit Associate (Note) $ 59,818 25,879
Marketing
Rent income Associate (Note) 583 429
Other income Subsidiary 1,200 1,200
Other payable Associate (Note) 10,076 1,775
Manufacturing rent Associate (Note) 53 -
expense
Other payable Associate 6,962 -

(Continued)
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December 31, December 31,

Account Relationship 2018 2017
Other receivable Subsidiary 100 140
Account receivable Subsidiary - 11,130

Note: The Company lost control over Digit Marketing Co., Ltd. on October 22, 2018, so the
relationship changed from subsidiary to associate.

(c¢) Key management personnel compensation

Key management personnel compensation comprised:

2018 2017
Salaries and wages 18,586 17,616
Execution expense 400 340
Employee bonus 31,133 30,800
Share-based payments 18,118 15,920
68,237 64,676

Please refer to note 6(t) for further explanation related to shared-based payments.

(8) Pledged assets:

The carrying values of pledged assets were as follows:

December 31, December 31,

Pledged assets Object 2018 2017
Time deposits(interest rate License of employment service
1.02%~1.065% annually) agency $ 3,000 3.000

(9) Significant Commitments and Contingencies:

(a) The Company had been investigated by prosecution authority on December 28, 2013, and New
Taipei District Prosecutor Office had already indicted Liao Shih-Fang, Wu Tsung-Hsien and Wang
Cheng-Yu, who were the Company’s chairman, president and ex-director respectively. Origin of the
case, facts of indictment, Company’s strategy and influence on Company’s operation are stated as
below:

(i) Origin of the Case and Facts of Indictment

8591 Virtual Treasure Trade, which is operating under the Company, had been investigated by
prosecution authority on December 28, 2013, due to people’s report of the violation of Act
Governing Issuance of Electronic Stored Value Cards, and the Company’s chairman, president
and ex-director had been indicted for violating latter part of paragraph 1 of Article 30 of Act
Governing Issuance of Electronic Stored Value Cards. The Company issued electronic stored
value cards totaling 18.6 billion NT dollars without authority’s permit from January 26, 2009
to February 28, 2013.

(Continued)
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Company’s Strategy

The Company had engaged attorney to verify the elements of crime of relative articles of the
law and found that the business model of the Company did not violate the law. 8591 Virtual
Treasure Trade, which referred to operating model of similar foreign platform to design
relative payment transaction, is mainly to maintain internet trading safety and to prevent from
internet fraud. No consumer suffered from property loss from opening day to date. Therefore,
the Company’s engaged attorney believed that it is highly probable that the lawsuit would be
found of no guilty.

The Company agreed to and signed “Collection and Payment Transfer of Internet Trading —
Deposit and Payment Account Service Agreement” on January 9, 2014, based on the stored
value and payment mechanism of 8591 Virtual Treasure Trade. Members’ stored payment was
kept by E.Sun Bank. Meanwhile, to promote the business and development of trading platform,
the Company agreed to and signed ° Collection and Payment Transfer of Trust Money
Agreement’ regarding business of collection and payment transfer, which was according to
authorization requirements of paragraph 2 of Article 3 of the Act Governing Electronic
Payment Institutions, and complied with enforcement decree of the authorization. Payment of
member transaction was kept by the bank trust, and the Company would keep focusing on
maintenance of websites and serving safe and convenient virtual treasure trade platform.

Influence on Company’s Operation

New Taipei District Court made the first instance judgment on February 22, 2017 that the
Company’s chairman, president and ex-director were all not guilty. The prosecutor filed an
appeal due to the disagreement of the original verdict. Taiwan High Court made the second
instance judgment and dismissed the prosecutor’s appeal on January 19, 2018. The prosecutor
had not filed an appeal and the three defendants were found innocent; therefore, the lawsuit did
not pose any adverse effect on the Company.

(10) Losses Due to Major Disasters: None

(11) Subsequent Events: None

(12) Other:
(a) A summary of current-period employee benefits, depreciation, and amortization, by function, is as
follows:
| 2018 2017
By funtion| Cost of [Operating Cost of |Operating
By item Sale Expense | 1otal Sale Expense | 1ofal
Employee benefits
Salary 35,218 118,072 153,290 27,367 131,09% 158,466
Labor and health insurance 2,964 6,308 9,272 2,036 5,742 7,778
Pension 1,496 2,244 3,740 1,035 2,248 3,283
Remuneration of directors - 5,511 5,511 - 5,665 5,665
Others 132 3,540 3,672 85 3,416 3,501
Depreciation 3,220 11,068 14,288 2,297 10,917 13,214
lAmortization - 9,171 9,171 - 8,978 8,978

In 2018 and 2017, the Company had 142 and 115 employees, of which 5 directors were not in
concurrent employment in both years.

(Continued)



Addcn Technology Co., Ltd.
Notes to the Financial Statements

(b) Discontinued operation

67

To focus on business of online platform, the Company’s Board of Directors approved to sell 101
Original Design T-shirt department (clothes sale department) to Guangxu Network Technology Co.,
Ltd. on March 14, 2017, and finished sales of business by agreement on June 14, 2017.

Profit and loss, and cash flows from discontinued operation are summarized as follows:

Results from operating activities:
Sales revenue
Operating costs
Gross profit
Operating expenses
Operating loss
Non-operating income and expenses
Profit from discontinued operation before tax
Tax income
Profit from discontinued operation
Gain on sale of discontinued operation
Income tax on gain on sale of discontinued operation
Total profit from discontinued operation
Cash flows from discontinued operation:
Net cash from operating activities
Net cash from investing activities
Net cash inflow

Effects of disposal on the financial position of the Company:

Cash and cash equivalents

Other current assets

Property, plant and equipment

Other current liabilities

Net assets and liabilities

Consideration received, satisfied in cash
Cash and cash equivalents disposed of
Net cash inflow

2017

105,072

(77,553)
27,519

(36.,456)
(8,937)

(8,937)
1,558

(7,379)
172,425

(30.056)

134,990

$ 11,375

b 11,375

December 31,
2017
$ 15,000
56

124
_ (8.255)

$__ 6,925

$ 179,350
(15.000)

$ 164,350

(Continued)
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(13) Other disclosures:

(a)

Information on significant transactions:

The following is the information on significant transactions required by the “Regulations Governing the Preparation of Financial
Reports by Securities Issuers™ for the Company:

(i) Loans to other parties: None
(ii} Guarantees and endorsements for other parties: None
(iii) Securities held as of December 31, 2018 (excluding investment in subsidiaries, associates and joint ventures):

(In Thousands of New Taiwan Dollars)

Category and Ending balance
Name of holder nanwe of Relationship Account Shares/Units , Percentape of Fair value
secutity with company tite (thousands) | Convingvalue | o.erchip (%) Note
[The Company Stock [None [Equity investments 343 13,123 11.42 % 13,123
acker cleaning Inc, lat FYOCT
[The Company Stock [None [Equity investments 2,000 23,663 364 % 23,663
Bridge Roots lat FYOCT
Capital
[The Company [Stock [ None [Equity investments 100 3,538 5.85 % 8,538
ICherri Tech Tne. fat FYOCT
[The Company Stock None [Equity investments 9,572 58,197 2.11% 58,197
INewretail Co., Lid. lat FYOCT
[The Company [Fund None [Debt investments at - 1,740 - % 1,740
[UPAMC China [FVOCT
[High Yield Bond
[Fund
[The Company [Fund None [Debt investments at - 3,695 - % 3,695
IUPAMC Dyna- IFVOCT
Strategy Global
[Multi-Asset Fund B
WD
[The Company Fund None Debt investments at - 8,723 - % 4,713
lAmundi Funds TI- FVOCT
erging Markets
ond U USD D ExD)
[The Company ond None Debt investments at - 18,334 - % 18,334
ormasa Group FVOCT
orporate Bond
[The Company ond None Debt investments at - 37,859 - % 37,859
ICitigroup Global FVOCT
IMarket Tne.
ICorporate Bond
IAddcn Technology [Stock None Equity investments - 92,130 1.72% 92,130
Samoa) Bridge Root Fund, at FVOCT
LL.P,

(iv) TIndividual securities acquired or disposed of with accumulated amount exceeding the lower of NT$300 million or 20% of
the capital stock: None

(v)  Acquisition of individual real estate with amount exceeding the lower of NT$300 million or 20% of the capital stock: None
(vi) Disposal of individual real estate with amount exceeding the lower of NT$300 million or 20% of the capital stock: None

(vii) Related-party transactions for purchases and sales with amounts exceeding the lower of NT$300 million or 20% of the
capital stock: None

(viii) Receivables from related parties with amounts exceeding the lower of NT$100 million or 20% of the capital stock: None

{(ix) Trading in derivative instruments: None

{Continued)
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(b) Information on investees:
The following is the information on investees for the years ended December 31, 2018 {excluding information on investees in Mainland China):
(In Thousands of New Taiwan Dollars)
Main Original investment amount Balance as ol December 31, 2018 Net income Share of
Name of investor | Name ofinvestee businesses and Shares Percentage of  [Cerrying value (osses) profiss/losses of
Localion products Decembear 31, 2018} Dacember 31, 2017 | {ihousands) wpership of investes investes Noie
[The Company Samoa [Samoa [Foreign holding 950,236 883,164 29,760 100.00 %4 745,653 12,346 12,846 Subsidiary
lcompany (USD29,750 {UsD27.510 Kidole 1)
(housand) thousand)
[The Compary g Marking [Tahwan lAdverising. 7441 5,500 799 3325 % 25825 17642 15,005 |Associale
KNote 2)
JAdden Technotogy |Adden Technelogy [Hong Keng rl:cnunic 204 005 204,005 4,500 70.00 % 43,720 (1561 1,951 [Subsidiary
i ISDE,500 SD6,500
I(Snmm) IHE) nformation supply (}J ) ﬁ \ Nete 1)
(c) Information on investment in mainland China:
(i) The names of investees in Mainland China, the main businesses and products, and other information:
(In Thousands of New Taiwan Doliars)
Accumulated Accumulated outflow]  Net
Main Total outflow of flaws of income Accumv-lated
businesses amount Method | investment from investment from (losses) | Percentage | Investment remitance of
Name of af paid-in of Taiwan as of Taiwan as of of the of income (losses) Book arnings in
invester products capital investment | January 1, 2018 | Outflow | Inflow | December31, 2018 | invesiee ownership (Not= 2) value et period
{Note 3) {Nate 1} (Note 3} MNote 3)
|Addcn {System 654,661 {1 654,661 B N 654,661 10,913 100,00% 10,913 608,351 -
Technology  [application (USD20,200 (USD20,200 (USD20,200
SHENZHEN) i housand) thousand) thousand)
hnaictcnance aod,
StOmer Servio
(ii) Limitation on investment in Mainland China:
Accumulated Investment in Mainiand China as Investment Amounts Authorized by
of December 31, 2018 Investment Commission, MOEA Upper Limit on Investment
654,661 654,661 1,021,424
(USD20,200 thonsand) (USD20,200 thousand)

Note 1: Re-investment company in mainland China established through investments of a third district.
Note 2: Recognized according to the Accountant audit financial report of the company invested into.
Note 3: The amounts of accumulated outflow of investment from Taiwan were translated into New Taiwan dollars on the original outflow day.
Note 4: The upper limit on investment was calculated in accordance with the regulations of the Investment Commission of the Ministry of Economic
Affairs for 60% of the net equity or consolidated net equity.

(iii)

Significant transactions:

Please refer to Note 13(a) “ Information on significant transactions” and “ Business relationships and significant intercompany
transactions™ in the consolidated financial statements as of and for the year ended December 31, 2018 for the significant inter-company

transactions with the subsidiaries in Mainland China,

(14) Segment information:

Please refer to the consolidated financial statements for the year ended December 31, 2018.
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Item December Amount

Petty cash $ 50

Cash in bank
Check deposits and Cathay United Bank
demand 472,967
Others (individual accounts with less than 5% of the total
amount) 8.719
Subtotal 481.686

Statement of Notes and Accounts Receivable

$ 481,736

Client name Description Amount
Company A Sales $ 66,779
Company B " 22,381
Company C " 14,734
Others (individual accounts with less than " 23,763
5% of the total amount)

Subtotal
Less: Allowance for doubtful
Total

127,657
(11.804)

$ 115,853
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Statement of inventories
December 31, 2018

{(Expressed in thousands of New Taiwan Dollars)

Amount
Net realizable
Item Cost _ Value
Merchandise $ 13,116 15,156
Less: Allowance for inventory impairment (3.400)

Total s 9,716
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Addcn Technology Co., Ltd.
Statement of operating revenue
For the year ended December 31, 2018

(Expressed in thousands of New Taiwan Dollars)

Item
Internet service revenue

Less: Sales return and allowance

Platform commission revenue
Less: Sales return and allowance
Product sales revenue

Less: Sales return and allowance
Total

Statement of operating costs

Ttem

Merchandise inventory, beginning of year
Add: Purchases(net)
Less: Merchandise inventory, end of year
Transferred to expenses
Subtotal
Merchandising cost of goods sold
Cost of internet piatform service
Gain from price recovery of inventory
Total

74

Amount

$ 1,012,529
{4,311)

349,431
(4,281)

71,438
(6,833)

$___ 1,417,973

Amount

23,595
36,044
(13,116)

(35)

46,488

46,488
306,769

(5.700)

347,557
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- (Expressed in thousands of New Taiwan Dollars)

Research
and
Selling Administrati development
Item expenses ve expenses expenses Total
Salary and Wages 5 20,898 50,158 52,527 123,583
Advertisement expenses 111,719 891 - 112,610
handling charge 13,271 - - 13,271
Expected credit loss 11,191 “ - 11,191
Commission expense 56,818 - - 59,818
Professional service fee - 7,472 - 7,472
Depreciation expense - 10,114 954 11,068
Amortization expense - 9,171 - 9,171
Others (less than 5%) 3.747 43.839 1.381 48,967
Total $ 220,644 121,645 54,862 397,151

Please refer to Note 6(n) for “Statement of Other Current Assets”.
Please refer to Note 6(m) for “Statement of Other Current Financial Assets”.
Please refer to Note 6(j) for “Statement of Changes in Property, Plant and Equipment”.

Please refer to Note 6(j) for “ Statement of Changes in Accumulated Depreciation of Property, Plant and
Equipment”.

Please refer to Note 6(k) for “Statement of Change in Investment Property”.
Please refer to Note 6(k) for “Statement of Changes in Accumulated Depreciation of Investment Property”.
Please refer to Note 6(0) for “Statement of Other Payables”.





