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Independent Auditors’ Review Report

To the Board of Directors Wiwynn Corporation:

Introduction

We have reviewed the accompanying consolidated balance sheets of the Wiwynn Corporation and its
subsidiaries of June 30, 2018 and 2017, and the related consolidated statements of comprehensive income,
changes in equity and cash flows for the six months ended June 30, 2018 and 2017, and notes to the
consolidated financial statements, including a summary of significant accounting policies. 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 International
Accounting Standards (“1ASs™) 34, “Interim Financial Reporting” endorsed and issued into effect by the
Financial Supervisory Commission of the Republic of China. Our responsibility is to express a conclusion on
the consolidated financial statements based on our review.

Scope of Review

We conducted our reviews in accordance with Statement of Auditing Standards 65, “Review of Financial
Information Performed by the Independent Auditor of the Entity”. A review of the consolidated financial
statements consists of making inquiries, primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is substantially less in scope than an audit
conducted in accordance with the generally accepted auditing standards and consequently does not enable us to
obtain assurance that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our reviews, nothing has come to our attention that causes us to believe that the accompanying
consolidated financial statements do not present fairly, in all material respects, the consolidated financial
position of the Wiwynn Corporation and its subsidiaries as of June 30, 2018 and 2017, and of its consolidated
financial performance and its consolidated cash flows for the six months ended June 30, 2018 and 2017 in
accordance with the Regulations Governing the Preparation of Financial Reports by Securities Issuers and IASs
34, “Interim Financial Reporting” endorsed and issued into effect by the Financial Supervisory Commission of
the Republic of China.
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The engagements on the reviews resulting in this independent auditors’ review report are Ya-Ling Chen and
Chia-Shin Chang.

KPMG

Taipei, Taiwan (Republic of China)
August 6, 2018

Notes to Readers

The accompanying Consolidated Financial Statements are intended only to present the consolidated balance sheets, financial performance
and its 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 review such Consolidated Financial Statements are those generally
accepted and applied in the Republic of China.

The independent auditors’ review 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’ review report and Consolidated Financial Statements, the Chinese version shall
prevail.



£016EP T

001 007 ¥T6TL¥ST 00T 0552999T &

o1 IS§ILlT T SRF9T0E 05 BIIOE6L

= LY = (e T TEFeed

€ 920699 o L8SLIF €1 TBLLEVE

T 9LE'esy T 1T6SKS 0 +0E'6E8°C

[T N | ¥ SLLTOO0I 9 BESEIST

T TSTEel - - T tarsse

¥ £26'638 ¥ SLLT90YT [ N T A

[CCTTATTAT 8 ST 0L TEFLELEl

~ 63930 = FEETL T V986

= 0% = 159 = P59

- P6TS - fzo'ee - £29'8

- SIT's1 - 0%sfE - 08s'Iz

- - - - L L00'818Y

06 IS5Z610¢ 88 VEJOBLC T I9CEPEOl

T &hL0El T TpEEse T 596sc

- pstITl I 9TT481 - -

1 SEFpoI I L68%9¢ £ 09£'96L

1 89T'eht T 029581 1 €838

€ ILUTe ¥ 055606 L £08's9L1

2 OPO'PISS vs  919°106°€1 8T TT0'8EEL

4 WA YA T 3 9 POETSST TT  LTF006'S

- - - - I 18g'gse

- gl - o0 - -

& 09Y'ISTL 61 OLETHOS - EPS'SEl $

o4 junowy % Junowy A Junowy
LT0Z “0€ sunp P A CRED [TEEETT ST0T '0C sunf

LY0Z PO §I(T 0% UNf J0 S6 SpIepue)s SUNIPNE pajdados A[[eIouas O [JiA 99UUPA0I0E Ul PajIpIe jou

Aynba pue sanigel] ey,
Aynba er0],
Aynba Japo
sTunea pautejsy
sngdims [epdeny
SaaLys [0,
PANQLSIP 39 0} PUIPIAIR 3j20I5
S2BYS UOWILLDD
:((d)(0)9 sasou) Aymby
SapnIqel e10,
SIIIqEI] FURLIND-UON
SATHRI] JUALNI-LOL IO
SIM[IGRI] fausq pauysp JanN
Sanf|Iqel] xe) pausjaq
(N 230u) sButmonog uua-guo
SR JUSAINI-UWON
s el JuEaiin)
SOTN{IQEI] JU2LIND LAPO
(1009 5710U) WALNI-SUOISTADL]
SAN[IqEI] X&) JuaLny
(£ »0u) saaed pajerar-sejqesed Japo
sajqeded o0
( s1ou) sanured pajefal - sjqeded sjunosay
alqeded sjenosay
{9 #30u) JusuND-SoNY|IQEI] PBNUCD

({99 9301) Jwanna-ssoy
10 350ad g3noay an[eA JTeJ 18 SANI|IQEL] [BIDUBUL

{8 pue ()9 s=10u) suIMOLI0q LULID)-MOYS
SSIRItqeL] Juany
A)inby pue saIqe)L

[1]:43
GEE
Li743

051¢
011¢

0L9Z
ov9z
08T
orsT

6682
1,344
11744
0zeT
00zZ
0812
0L1T
0E1Z

i7A Y4
4z

|

*SJUSLLDYE]S TRIOURUIT PRlEpI[osuoD 0) sejou Juiluedwoose sag

T0T Torecbzz . 001 resclesz | 00T 05599T S sjasse [ejo,
- SEET6 1 btz 1 L5806z SJ3SSE JUALINI-LOU [E)O [,

- 7889 T ¥IT901 T E05esT (g pue ()9 s2j0u) SHasSR JUALIND-UOL JINO 0661
- LiY'SE - gpEop - spEop sjasse Xu) pauajeq Or81
- EES'S - ¥TS - bbE ((2)9 =10u) syas5e a[qiSuen 08L1
- ERPPS - B9S°IE - OTLL (o 2j0u) Juaurdinba pur juerd ‘Auadosg Q091

A$1955F JUDLINI=UCN

00T BOL'9vE L 6 0Z5609°5C 66 ©699Lt9z §1355E JUILITD [BJO L

T  T3IPEl T TEEP6E T 95681 ()9 2100) 519558 WRUND JIPO 6LPT

190698 SE  LIT'E9T6 oF  G6LETTI {(=)g 2r0u) sepsopeAT] X0EL
- 968't8 T LTI6SS - 099°ZL (¢ pue (p)g ssjou) sapued parR[ar-sa1qeAloaal SRR o1zl
- 0508 I SIv'vee - ZLO'8 {{p)9 w10u) sB|qEAIROR BN 00z1

(L pue (2}(2)9
- ZER'ee I 6hESSI I 956'1E sajoLt) ou “safyed paje[al - S]qeAla SUN0OIY 081t
L€ 6II°1L0'8 yE  ZEO1E9'8 oy 0SK'9TTZI ((1){(9)9 s2101) 15U “2IqRATAIRI SIUNOIIY (1724
{(c)o ;0u) W9
- 0L6°1 - - - - 8507 40 1704d [fSnouy) anjeA Jre) 18 5125SE [elouBuL] OrTE
30 G0TOROY ST EFI'66E'D S ongtEEl ) {(e)o M10u) SHuB[EAINDS YsEO PUB YSED OOEE
_ — _ +§Jasse uaaAn)
[ unowy Yy junowy A unoury Sjassy
L10Z ‘0g aunf LIOT TE 4aquanaq 810Z "0 3unf

(SAE[[0 (] UBAIEY, AI}N] JO SpUBSROY ], ul passaadxy)
LI0Z ‘0¢ sunp put ‘I Jquida( ‘§10T ‘0€ dunp
§130Y S doUC[EY PAEPIOSUL])

SIIEIpISqNG pus uonelodio) uulaym

(asaugyyy up panss) Ajjruidng Hoday pue Sjudwalerg [BINELL PHERIIOSUCD) SO UCIIB[SUBLY, ysiBug)




4100
5000

6100
6200
6300

7010
7020
7050

7500
7950

8300
8360

8361
8362
8399

8300
8500

8610

8710

9750
9850

(English Translation of Consolidated Financial Statements and Report Originally Issued in Chinese)
Reviewed only, not audited in accordance with generally accepted auditing standards

Wiwynn Corporation and Subsidiaries
Consolidated Statements of Comprehensive Income
For the six months ended June 30, 2018 and 2017

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

For the six months ended June 30

2018 2017
Amount % __Amount %
Net revenues (notes 6(r)(s) and 7) $ 85919,698 100 31,596,830 100
Cost of sales (notes 6(e)(f)(g)(1}, 7 and 12) 80.639.804 94 30054719 _ 95
Gross profit from operations 5.279.804 _ 6 1.542111 _ 5
Operatihg expenses (notes 6(c)(NE()(m)(p)(u), 7 and 12):
Selling expenses 763,746 1 172,803 1
Administrative expenses 482,424 - 155,591 -
Research and development expenses 580001 1 534421 __ 2
Total operating expenses 1,826,171 _ 2 862,815 _ 3
Net operating income 3453633 __ 4 679,296 _ 2
Non-operating income and expenses (note 6(1));
Other income 18,676 - 1,272 -
Other gains and losses 208,634. - 20,511 -
Finance costs (113343 _ - (63.273y _ -
Total non-operating income and expenses 113967 _ - (82,512 _ -
Income before tax 3,567,600 4 596,784 2
Income tax expense (note 6(n)) 782,126 __ 1 137,104 _ -
Net Income 2785474 _ 3 459,680 _. 2
Qther comprehensive income (hofes (n)(0)):
Components of the other comprehensive income that with be reclassified subsequently
to profit or loss:
Exchange differences on translation of foreign financial statements 141,572 - (2,515) -
Unrealized gains (losses) on valuation of available-for-sale financial assets - - zn -
Income tax related to items that may be reclassified to profit or loss - - - -
Total components of the other comprehensive income that will be reclassified 141.572 _ - 2642y -
subsequently to profit or loss )
Other comprehensive income 141,572 _ - (2.642) _ -
Total comprehensive income §_2.827.046 __3 457.038 __ 2
Profit attributable to:
Owners of parent § 2785474 _ 3 459,680 __2
Comprehensive income attributable to:
Owners of parent : §_2927.046 3 __457.038 _ 2
Earnings per share (expressed in New Taiwan dollars) (note 6(g))
Basic earnings per share 19.07 3.62
Diluted earnings per share . 8 18.06 3.48

See accompanying notes to consolidated financial stateménts.
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{English Translation of Consolidated Financial Statements and Report Originally Yssued in Chinese}
Reviewed only, not audited in accordance with generally accepted auditing standards

Wiwynn Corporation and Subsidiaries
Consolidated Statements of Cash Flows
For the six months ended June 30, 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars)

For the six months ended June 30

2018 2017
Cash flows used in operating activities:
Income before tax $ 3,567,600 596,784
Adjustments:
Adjustments to reconcile profit:
Depreciation expense 15,806 16,344
Amortization expense 2,419 2,280
Net losses on financial assets or liabilities at fair value throngh profit or loss 26,164 69,594
Interest expense 113,343 63,273
Interest income (18,638) (1,245)
Share-based payments 91,617 1,436
Gain on disposal of investments - (825)
Unrealized foreign exchange losses 70,170 -
Total adjustments to reconcile profit 300,881 150,917
Changes in operating assets and liabilities:
Changes in operating assets:
Increase in accounts receivable, net (3,521,262) (4,769,031)
Decrease (increase) in accounts receivable-related parties, net (126,587) 17,487
Decrease in other receivable 273,309 23,374
Decrease (increase) in other receivable-related parties 493,596 (30,967}
Increase in inventories (2,783,056) (4,837,621)
Decrease in other current assets 29,442 137.420
Total changes in operating assets (5,634.558) (9.459.338)
Changes in operating labilities:
Decrease in financial liabilities mandatorily measured at fair value through profit or (30,210) (69,949)
loss-current
Increase in contract liabilities-current 358,381 -
Increase in accounts payable 4,186,847 2,041,101
Increase (decrease) in accounts payable-related parties (6,563,594} 6,017,127
Increase in other payable 347,150 184,271
Increase in other payable-related parties 74,190 161,469
Increase (decrease) in provisions-current {188,226) 74,673
Decrease in other current liabilities (237,372) (84,198)
Increase in other non-current liabilities 3 38
Total changes in operating liabilities (2.052.331) 8,324,532
Total changes in operating assets and liabilities (7.686.839) (1.134.806)
Total adjustments (7,386,008) (983.889)
Cash outflow generated from operations (3,818,408) (387,105)
Interest received 16,890 1,245
Interest paid (115,982) (63,273)
Income taxes paid (345231) (13,634)
Net cash flows used in operating activities (4,262,731} {462,767)
Cash flows from (used in) investing activities:
Acquisition of available-for-sale financial assets - (940,000}
Proceeds from disposal of available-for-sale financial assets - 1,660,972
Acquisition of property, plant and equipment ' (29,626) (15,051}
Acquisition of intangible assets (7,039) (729)
Increase in other non-current assets (3.451) (3,196)
Increase in prepayments for equipment (4.950) -
Net cash flows from (used in) investing activifies (45,066) 701.996
Cash flows from (used in) financing activities:
Increase in shori-term borrowings 10,261,932 20,234,426
Decrease in short-term borrowing (15,118,047) (17,652,083)
Increase in long-term borrowings 1,747,837 -
Cash subscription 2,400,000 -
Exercise of employee stock options 5,396 1.675
Net cash flows from (used in) financing activities (702,882) 2,584.018
Effect of exchange rate changes on cash and cash equivalents (61.164) (59.757)
Net increase (decrease) in cash and cash equivalents (5,071,843) 2,763,490
Cash and cash equivalents at beginning of period 6,399,143 1.276.719
Cash and cash equivalents at end of period 5 1,327,300 4,040,209

See accompanying notes to consolidated financial statements.



(English Translation of Consoclidated Financial Statements and Report Originally Issued in Chinese)
Reviewed only, not audited in accordance with generally accepted auditing standards

Wiwynn Corporation and Subsidiaries
Notes to the Consolidated Financial Statements
June 30, 2018 and 2017
(Expressed in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

(1) Company history

Wiwynn Corporation (the “Company”) was incorporated on March 3, 2012, as a company limited by
shares under the laws of the Republic of China (ROC). Wiwynn Corporation and subsidiaries (the Group)
were engaged in research, development, design, testing and sales of abovementioned products, semi-
products, peripheral equipments and parts:

(i) Computer and peripheral equipments
(ii) Data storage media
(iii) Electric appliances and media products
(iv) Information software
(v) Export business relating to the business of the Company
(vi) Management consult services
(vii) Information software services
(vii1) Data processing services
(2) Approval date and procedures of the consolidated financial statements:

The consolidated financial statements were authorized for issuance by the board of directors on August 6,
2018.

(3) New standards, amendments and interpretations adopted:

(a) The impact of the International Financial Reporting Standards (“IFRSs”) endorsed by the Financial
Supervisory Commission, R.O.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 “Ciarifications of CIass1f cation and Measurement of January 1, 2018

Share-based Payment Transactions™

Amendments to IFRS 4 “Applying IFRS 9 Financial Instruments with IFRS 4 January 1, 2018
Insurance Contracts”

(Continued)



WIWYNN CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

Effective date

New, Revised or Amended Standards and Interpretations per JASB
IFRS 9 “Financial Instruments™ January 1, 2018
IFRS 15 “Revenue from Contracts with Customers™ January 1, 2018
Amendment to TAS 7 “Statement of Cash Flows -Disclosure Initiative™ January 1, 2017

Amendment to JAS 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 2014-2016 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

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

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

For the sale of products, revenue is currently recognized by respective transaction terms,
which is taken to be the point in time at which 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.

{Continued)
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WIWYNN CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

For certain contracts that permit a customer to return an item, revenue is currently
recognized when a reasonable estimate of the returns can be made, provided that all other
criteria for revenue recognition are met. Otherwise, a revenue recognition is deferred
until the return period lapses or a reasonable estimate of returns can be made. Under
IFRS 15, revenue will be recognized for these contracts to the extent that it is probable
that a significant reversal in the amount of cumulative revenue recognized will not occur.
As a consequence, for those contracts for which the Group is unable to make a
reasonable estimate of return, revenue is expected to be recognized sooner than when the
return period lapses or a reasonable estimate can be made. A refund liability and an asset
for recovery will be recognized for these contracts and presented separately in the
statement of financial position.

2)  Impacts on financial statements

The following tables summarize the impacts of adopting IFRS15 on the Group® s
consolidated financial statements:

June 30, 2018 January 1, 2018
Balances Impact of Balances  Balances Impact of Balances
Impacted line items prior to the  changes in upon prior to the changes in upon
on the consolidated adoption of accounting  adoption adoption of accounting adoption
balance sheets IFRS 15 policies of IFRS 15 IFRS 15 policies of IFRS 15
Provisions-current $ 358881 (358,881) - 188,226 (188,226) -
Contract [iabilities-current - 358.881 358,881 - 188.226 188,226
Impact on liabilities - -

For the six months ended June 30, 2013

Impact of
Balances prior changesin  Balances upon
Impacted line items on the to the adoption  accounting adoption of

consolidated statements of cash flows of IFRS 15 polices IFRS 15
Cash flows from operating activities:
Adjustments:

Contract liabilities-current 3 - 358,881 358,881

Provisions-current 170,655 ___ (358.881) (188,226)
Impact on net cash flows from (used

in) operating activities $ -

(i) 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.

(Continued)
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WIWYNN CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

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 OCI. Previously, the
Group’ s approach was to include the impairment of trade receivables in administrative
expenses. Additionally, the Group adopted the consequential amendments to TFRS 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:

)]

2)

3)

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 IJFRS
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

A4(c).

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

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(c).

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.

(Continued)
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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 FVOCIL.

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.

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 Group’s financial assets
as of January 1, 2018.

148 39 IFRS9
Carrying Carrying
Measurement categories Amount Mcasurement categories Amount
Financial assets
Cash and cash equivalents Loans and receivables (note 1) 6,399,143 Amortized cost 6,359,143
Trade and other Loans and receivables (note 1) 7,678,318 Amortized cost 7,678,318
receivables, net
Trade and other Loans and receivables (note 2) 1,974,605 Fair value through other 1,974,605
receivables, net comprehensive income
Other financial assets Loans and receivables (note 1) - 155,244 Amortized cost 155,244

(Refundable deposits
and restricted deposits)

Notel: Cash and cash equivalents, trade and other receivable, and other financial assets
that were classified as loans and receivables under IAS 39. Therefore, these
assets have been classified as amortized cost under IFRS 9.

Note2: Trade and other reccivables that was classified as loans and receivables under
IAS 39. Therefore these assets have been classified as fair value through other
comprehensive income under IFRS 9.

(iii) Amendments to IAS 7 “Disclosure Initiative”

The amendments require disclosures that enable users of financial statements to evaluate
changes in liabilities arising from financing activities, including both changes arising from
cash flow and non-cash changes.

(Continued)



()

(iv)

13

WIWYNN CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

To satisfy the new disclosure requirements, the Group present a reconciliation between the
opening and closing balances for Habilities with changes arising from financing activities as
note 6(y).

Amendments to IAS 12 “Recognition of Deferred Tax Assets for Unrealized Loss™

The amendments clarify the accounting for deferred tax assets for unrealized losses on debt
instruments measured at fair value. The charges in aforementioned accounting policies did not
lead significant adjustments on the consolidated financial statements.

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” January 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 I, 2019
Annual Improvements to IFRS Standards 2015-2017 Cycle Janvary 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:

@

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
cxpenses 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.

(Continued)
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The Group has completed an initial assessment of the potential impact on its consolidated
financial statements, wherein the detailed assessment has yet to be completed. The actual
impact of applying IFRS 16 on financial statements in the period of initial application will
depend on future economic conditions, including the Group’ s discounting rate, the
composition of -the Group®s lease portfolio at that date, the Group® s latest assessment of
whether it will exercise any lease renewal options, and the extent to which the Group chooses
to use practical expedients and recognition exemptions.

So far, the most significant impact identified is that the Group will have to recognize the new
assets and liabilities for its operating leases of offices, warehouses, and factory facilities. No
significant impact is expected for the Group’s finance leases. Besides, The Group does not
expect the adoption of IFRS 16 to have any impact on its ability to comply with the revised
maximum leverage threshold loan covenant.

1)  Determining whether an arrangement contains a lease
On transition to IFRS 16, the Group can choose to apply éither 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
Januvary 1, 2019 and identified as leases in accordance with JAS 17 and IFRIC 4.

2)  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 to the opening balance of retained earnings at January 1,
2019, with no restatement of comparative information,

When applying the modified retrospective approach to leases previously classified as
operating leases under 1AS 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.

(Continued)
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(ii) 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 most significant impact identified is that the Group will have to recognize the new
income tax liabilities and income tax expense for its uncertainty over income tax treatments.

(¢) 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 IASB, but have yet to be endorsed

by the FSC:
Effective date
New, Revised or Amended Standards and Interpretations per 1ASB
Amendments to IFRS 10 and TAS 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

The Group is evaluating the impact of its initial adoption of the abovementioned standards or .
interpretations on its consolidated financial position and consolidated financial performance. The
results thereof will be disclosed when the Group completes its evaluation.

(4) Summary of significant accounting policies:
(a) Statement of compliance

The 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.

These consolidated financial statements have been prepared in accordance with the preparation and
guidelines of IAS 34 “Interim Financial Reporting” which are endorsed and issued into effect by
FSC, and do not include ali of the information required by the Regulations and International
Financial Reporting Standards, International Accounting Standards, TFRIC Interpretations and SIC
Interpretations endorsed and issued into effect by the FSC (hercinafter referred to IFRS endorsed by
the FSC) for a complete set of the annual consolidated financial statements.

(Continued)
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Except the following accounting policies mentioned below, the significant accounting policies
adopted in the consolidated financial statements are the same as those in the consolidated financial
statement for the year ended December 31, 2017. For the related information, please refer to note 4
of the consolidated financial statements for the year ended December 31, 2017.

Basis of consolidation
(i} List of subsidiaries in the consolidated financial statements
Shareholding percentage
June 30, December  June 30,
Name of investor Name of subsidiary Principal activity 2018 31,2017 2017 Description
The Company ~ Wiwynn Technology Sales of data storage 100 % 100 % 100 %
Service Japan, Inc, equipment
(WYIP)
The Company  Wiwynn International Sales of data storage 100 % 100 % 100 %
Corporation (WYUDE) equipment
The Company ~ Wiwynn Technology Investment activities 100 % 100 % 100 %
Service Hong Kong
Limited (WYHK)
The Company  Wiwynn Korea Lid. Sales of data storage 100 % 100 % 100 %
(WYKR) equipment :
The Company ~ Wiwynn Technology Sales of data storage 100 % 100 % - %  (Note)
Service Malaysia Sdn.  equipment
Bdh. (WYMY)
WYHK Wiwynn Technology Sales of data storage 100 % 100 % 100 %
Service Kun Shan Ltd.  equipment
(WYKS)
Note: WYMY was incorporated on July 13, 2017,
(ii) List of subsidiaries which are not included in the consolidated financial statements: None.
Financial instruments

Financial assets and financial liabilities are initially recognized when the Group becomes a party to
the contractual rights or obligations of the instruments.

(i) Financial assets

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).

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

(Continued)
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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.

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.

Seme accounts receivables are held within a business model whose objective is achieved
by both collecting contractual cash flows and selling by the Group, therefore, those
receivables are measured at FVOCI and presented as accounts receivable.

On initial recognition of an equity investment tha