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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Airtac International Group

Opinion

We have audited the accompanying consolidated financial statements of Airtac International Group
(the “Company”) and its subsidiaries (collectively referred to as the “Group”), which comprise the
consolidated balance sheets as of December 31, 2019 and 2018, and the consolidated statements of
comprehensive income, changes in equity and cash flows for the years then ended, and the notes to
the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as of December 31, 2019 and 2018, and
its consolidated financial performance and its consolidated cash flows for the years then ended in
accordance with the Regulations Governing the Preparation of Financial Reports by Securities
Issuers, and International Financial Reporting Standards (IFRS), International Accounting
Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and issued
into effect by the Financial Supervisory Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and auditing standards generally accepted in
the Republic of China. 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 Norm of Professional Ethics for
Certified Public Accountant of the Republic of China, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements for the year ended December 31, 2019. These
matters were addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters.

Key audit matters for the Group’s consolidated financial statements for the year ended December
31, 2019 are stated as follows:

Valuation of Inventory

Please refer to Notes 4 (6) and 5 (1) to the consolidated financial statements for accounting policy
on inventory valuation, and Note 10 to the consolidated financial statements for the detail of the
information about the accounting items of inventory. As of December 31, 2019, inventory and the
allowance for inventory devaluation was $3,254,636 thousand and $101,620 thousand, respectively.
Since the allowance for inventory devaluation is subject to management’s judgement, which has
significant uncertainty, and the result could also affect the value of inventory, it has been identified
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as a key audit matter.

Our key audit procedures performed in respect of the above area included, in addition to testing

relevant internal controls, the following:

1. We sampled the ending balance and the amount of the raw materials, work-in-progress and

finished goods and verify with the detail of the inventory. The total amount of the inventories is

the same with that in the general ledger.

For raw materials, the latest purchasing price is verified to the latest purchasing information.

3. For work-in-process and finished goods, the latest selling price is verified to the latest selling

information.

Verified the logicality of the aging inventory calculated by the system.

We examined the yearly plan of inventory count and participated the inventory count to evaluate

the effectiveness

Re-calculated the amount of the allowance for inventory devaluation.

7. We determined the differences of the allowance for inventory devaluation estimated by the
Group for the year ended in December 31, 2019 and 2018 of each subsidiary. Then, we analysis
the variety of the significant differences of the subsidiaries.
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Estimated recognition of sales revenue

One of the selling models of Airtac international Group is selling goods through dealers. For the
year ended December 31, 2019, the sales revenue from dealers was $4,414,154 thousand. The
Group might recognize the sales revenue even when the effective control of the goods sold does not
transfer yet. Since the revenue recognition has been identified as a key audit matter. Please refer to
Note 4 to the consolidated financial statements for the detail of the information about related
accounting policy.

Our key audit procedures performed in respect of the above area included, in addition to testing

relevant internal controls, the following:

1. We reviewed the control activities of receiving sales order and shipping goods and test the
effective of the design and execution of the control activities. We sample the subsidiary of sales
revenue and the timing of sales recognition is verified to the sales condition and was indeed
receive the sales order from customers.

2. We sampled the sales contracts and sales order of main customers and confirm the timing of the
sales condition and recognition of sales revenue is consistent. We also review the sales return of
the year ended December 31, 2019 and the sales return after December 31, 2019 to check is
there any unusual sales returns.

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

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

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

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

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

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

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

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

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

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

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

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

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



We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements for the year
ended December 31, 2019 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 Chih, Jui-
Chuan and Chen, Hui-Min.

Deloitte & Touche
Taipei, Taiwan
Republic of China
March 25, 2020

Notice to Readers

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

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



AIRTAC INTERNATIONAL GROUP AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

ASSETS

CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 6)
Financial assets at fair value through profit or loss - current (Notes 4 and 7)
Financial assets at amortized cost - current (Notes 4, 8 and 30)
Notes receivable (Notes 4, 5 and 9)
Trade receivables (Notes 4, 5, 9, 21 and 29)
Other receivables (Notes 4 and 5)
Current tax assets (Note 4)
Inventories (Notes 4, 5 and 10)
Other current assets (Notes 14 and 15)

Total current assets

NON-CURRENT ASSETS
Property, plant and equipment (Notes 4, 12 and 30)
Right-of-use assets (Notes 4 and 13)
Other intangible assets (Note 4)
Deferred tax assets (Notes 4 and 23)
Long-term prepayments for lease (Note 14)
Other non-current assets (Note 15)

Total non-current assets

TOTAL

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Short-term loans (Note 16)
Short-term bills payable (Note 16)
Contract liabilities - current (Note 21)
Notes payable (Note 17)
Trade payable (Note 17
Lease liability - current (Notes 4 and 13)
Other payables (Note 18)
Current tax liabilities (Note 4)
Current portion of long-term loans (Notes 16 and 30)
Other current liabilities (Note 18)

Total current liabilities

NON-CURRENT LIABILITIES
Lease liabilities (Notes 4 and 13)
Long-term loans (Notes 16 and 30)
Deferred tax liabilities (Notes 4 and 23)

Total non-current liabilities
Total liabilities
EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY (Note 20)
Share capital
Capital surplus
Retained earnings
Other equity
Total equity attributable to owners of the Company
NON-CONTROLLING INTERESTS

Total equity

TOTAL

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

2019 2018

Amount % Amount %
$ 5,236,004 13 $ 3,887,916 11
9,900 - - -
3,127,961 8 658,517 2
1,480,592 4 1,549,685 4
3,519,405 9 3,445,549 10
29,683 - 37,555 -
9,839 - 3,353 -
3,153,016 8 4,082,701 12
175,551 - 344981 1
16,741,951 42 14,010,257 40
20,260,061 51 18,507,500 53
869,491 2 - -
60,332 - 76,741 -
570,952 1 484,297 1
- - 498,865 2
1.452.405 4 1.466.831 4
23.213.241 58 21,034,234 60
39,955,192 100 35,044,491 100
11,991,261 30 10,745,173 31
850,000 2 950,000 3
50,977 - 52,863 -
289,239 1 201,622 1
523,235 1 532,726 1
63,611 - - -
1,382,660 3 1,008,151 3
287,102 1 294,103 1
766,500 2 - -
231,288 1 154.002 -
16,435,873 41 13,938,640 40
163,335 - - -
4,630,542 12 3,502,950 10
535,338 1 493.902 1
5.329.215 13 3.996,852 11
21.765.088 54 17.935.492 51
1,890,250 5 1,890,250 5
6,870,172 17 6,870,172 20
10,867,760 27 9,096,802 26

(1.,447.562) 3) (757.934) (2)

18,180,620 46 17,099,290 49
9.484 - 9,709 -
18,190,104 46 17,108,999 49
$ 39,955,192 100 $ 35,044,491 100




AIRTAC INTERNATIONAL GROUP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

OPERATING REVENUE
Sales (Notes 4, 21 and 34)

OPERATING COSTS
Cost of goods sold (Notes 10 and 22)

GROSS PROFIT

OPERATING EXPENSES (Note 22)
Selling and marketing expenses
General and administrative expenses
Research and development expenses
Expected credit loss

Total operating expenses
PROFIT FROM OPERATIONS
NON-OPERATING INCOME AND EXPENSES
(Notes 4 and 22)
Other income
Other gains and losses
Finance costs

Total non-operating income and expenses

PROFIT BEFORE INCOME TAX FROM
CONTINUING OPERATIONS

INCOME TAX EXPENSE (Notes 4 and 23)
NET PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME

Items that will not be reclassified subsequently to

profit or loss:

Exchange differences arising on translation to the

presentation currency

Items that may be reclassified subsequently to profit

or loss:
Exchange differences on translating foreign
operations

2019 2018
Amount % Amount %
$ 15,896,317 100 $ 15,600,743 100
(8,470.602) (53) (8.067.659) (52)
7.425.715 47 7.533.084 48
(2,002,705) (13) (1,893,230) (12)
(878,201) (6) (972,711) (6)
(513,801) 3) (453,762) 3)
(2,966) - (53.443) (1)
(3,397.673) (22) (3.373.146) (22)
4.028.042 25 4,159,938 26
141,779 1 39,669 -
(161,521) (D) (167,470) )
(305,876) (2) (224.430) (1)
(325.618) (2) (352.231) (2)
3,702,424 23 3,807,707 24
(976,373) (6) (968,500) (6)
2.726.051 17 2.839.207 18
(727,865) 4) (387,780) 2)
38.274 - 48.974 -

(Continued)



AIRTAC INTERNATIONAL GROUP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2019 2018
Amount % Amount %
Other comprehensive income for the year, net of
income tax (689,591) 4) (338.,806) (2)
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $ 2,036,460 13 $ 2,500,401 16
NET PROFIT ATTRIBUTABLE TO:
Owner of the Company $ 2,726,313 17 $ 2,839,415 18
Non-controlling interests (262) - (208) -
$ 2,726,051 17 $ 2,839,207 18
TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO:
Owner of the Company $ 2,036,685 13 $ 2,500,590 16
Non-controlling interests (225) - (189) -
$ 2,036,460 13 $ 2,500,401 16
EARNINGS PER SHARE (Note 24)
Basic $ 14.42 $ 15.02
Diluted $ 1441 $ 15.00

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



AIRTAC INTERNATIONAL GROUP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

Equity Attributable to Owners of the Company

Other Equity
Exchange
Share Capital Retained Earnings Differences on Remeasurement of
Shares (In Unappropriated Translating Foreign  Defined Benefits Non-controlling

Thousands) Ordinary Shares Capital Surplus Earnings Special Reserve Operations Plans Total Interests Total Equity
BALANCE AT JANUARY 1, 2018 189,025 $ 1,890,250 $ 6,870,172 $ 7,589,364 $ 21,442 $ (425,371) $ 6,262 $ 15,952,119 $ 9,898 $ 15,962,017
Special reserve under Rule No. 1010012865 issued by the FSC - - - 16,451 (16,451) - - - - -
Appropriation of 2017 earnings

Cash dividends distributed by the Company - - - (1,353,419) - - - (1,353,419) - (1,353,419)
Net profit for the year ended December 31, 2018 - - - 2,839,415 - - - 2,839,415 (208) 2,839,207
Other comprehensive income for the year ended December 31,

2018, net of income tax - - - - - (338.825) - (338.825) 19 (338.806)
Total comprehensive income for the year ended December 31,

2018 - - - 2,839.415 - (338.825) - 2,500,590 (189) 2,500,401
BALANCE AT DECEMBER 31, 2018 189,025 1,890,250 6,870,172 9,091,811 4,991 (764,196) 6,262 17,099,290 9,709 17,108,999
Special reserve under Rule No. 1010012865 issued by the FSC - - - 4,991 (4,991) - - - - -
Appropriation of 2018 earnings

Cash dividends distributed by the Company - - - (955,355) - - - (955,355) - (955,355)
Net profit for the year ended December 31, 2019 - - - 2,726,313 - - - 2,726,313 (262) 2,726,051
Other comprehensive income for the year ended December 31,

2019, net of income tax - - - - - (689.,628) - (689.,628) 37 (689.591)
Total comprehensive income for the year ended December 31,

2019 - - - 2,726,313 - (689.,628) - 2.036.,685 (225) 2.036.460
BALANCE AT DECEMBER 31, 2019 189,025 $ 1,890,250 $ 6.870.172 $ 10,867,760 $ - $ (1.453.824) $ 6,262 $ 18,180,620 3 9.484 $ 18,190,104

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



AIRTAC INTERNATIONAL GROUP AND SUBSIDIARIES

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation expenses
Amortization expenses
Expected credit (gain) loss
Net gain on financial assets at fair value through profit or
loss
Finance costs
Interest income
Loss on disposal of property, plant and equipment
Write-down of inventories
Net loss (gain) on foreign currency exchange
Amortization of prepayments for lease
Changes in operating assets and liabilities:
Decrease in notes receivable
Increase in trade receivables
Increase in other receivables
(Increase) decrease in inventories
Decrease in other current assets
Decrease in net defined benefit assets
Increase (decrease) in contract liabilities
Increase (decrease) in notes payable
Increase (decrease) in trade payables
Increase in other payables
Increase in other current liabilities
Cash generated from operations
Interest received
Interest paid
Income tax paid

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of financial assets at amortized cost

Proceeds on sale of financial assets at amortized cost

Purchase of financial assets at fair value through profit or
loss

Proceeds from sale of financial assets at fair value through
profit and loss

Payments for property, plant and equipment

Proceeds from disposal of property, plant and equipment

Increase in refundable deposits

Decrease in refundable deposits

Payments for intangible assets

Payments for right-of-use assets

Increase in prepayments for equipment

2019 2018

$ 3,702,424 $ 3,807,707
1,369,110 1,077,833
16,895 16,140
2,966 53,443
(568) (1,186)
305,876 224,430
(141,779) (39,669)
45,961 174,307
55,871 28,775
(678) 80,934

- 16,193

11,790 475,833
(213,619) (197,280)
(31,827) (2,355)
748,718 (255,845)
188,601 11,896

- 4
92 (1,655)
98,842 (62,489)
10,700 (365,784)
67,070 1,732
86.263 85.992
6,322,708 5,128,956
127,994 32,373
(294,026) (213,222)
(1,008,509) (983.988)
5.148.167 3.964.119
(9,056,205) (1,117,200)
6,481,678 503,118
(20,000) -
10,650 1,186
(3,203,584) (5,090,458)
57,274 52,196
(13,000) (25,703)
11,179 10,413
(2,227) (17,707)
(165,581) -
- (168,580)

(Continued)



AIRTAC INTERNATIONAL GROUP AND SUBSIDIARIES

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

2019 2018
Increase in prepayments for leases - (24,397)
Net cash used in investing activities (5,.899.816) (5.877.132)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from short-term loans 1,288,828 2,929,789

Proceeds from (Repayment of ) short-term bills payable (100,000) 650,000

Proceeds from long-term loans 2,090,000 4,199,540

Repayments of long-term loans (200,000) (2,740,584)

Repayment of the principle portion of lease liabilities (81,540) -

Dividends paid to owners of the Company (955,355) (1,353,419)

Net cash generated from financing activities 2,041,933 3,685,326

EFFECTS OF EXCHANGE RATE CHANGES ON THE

BALANCE OF CASH HELD IN FOREIGN

CURRENCIES 57,804 98.829
NET INCREASE IN CASH AND CASH EQUIVALENTS 1,348,088 1,871,142
CASH AND CASH EQUIVALENTS AT THE BEGINNING

OF THE PERIOD 3.887.916 2,016,774
CASH AND CASH EQUIVALENTS AT THE END OF THE

PERIOD $ 5,236,004 $ 3,887,916
The accompanying notes are an integral part of the consolidated financial statements.  (Concluded)
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AIRTAC INTERNATIONAL GROUP AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2019 and 2018

(In Thousands of New Taiwan Dollars, Unless Specified Otherwise)

1. GENERAL

Airtac International Group (the “Company,” the Company and its subsidiaries are
collectively referred to as the “Group”) was incorporated on September 16, 2009 in British
Cayman Islands under reorganization mainly for the purpose of applying for listing on
Taiwan Stock Exchange (“TWSE”). Admire Fame International Limited (“Admire Fame”),
the Company’s parent company decided on December 23, 2009 with the approval of the
shareholders to convert all stocks of Admire Fame to the stocks of the Company at the
ratio of 1:1 (referred to as “stock swap” hereunder), and decided to dissolve and liquidate
Admire Fame in 2010. Following the stock swap and reorganization, the Company
becomes the holding company of a group of enterprises and engages in investment. The
main businesses of other companies under the Group are set out in Note 11.

The Company’s stocks were listed on TWSE in December 2010.

The functional currency of the Company is RMB. For greater comparability and
consistency of financial reporting, the consolidated financial statements are presented in
New Taiwan dollars since the Company’s stocks are listed on the Taiwan Stock Exchange.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approved by the board of directors and issued
on March 12, 2020.

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

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

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

1) IFRS 16 “Leases”

IFRS 16 provides a comprehensive model for the identification of lease
arrangements and their treatment in the financial statements of both lessee and lessor.
It supersedes IAS 17 “Leases”, IFRIC 4 “Determining whether an Arrangement
contains a Lease”, and a number of related interpretations. Refer to Note 4 for
information relating to the relevant accounting policies.
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Definition of a lease

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

The Group as lessee

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

The Group elects to apply IFRS 16 retrospectively with the cumulative effect of the
initial application of this standard recognized in retained earnings on January 1,
2019. Comparative information is not restated.

Lease liabilities were recognized on January 1, 2019 for leases previously classified
as operating leases under IAS 17. Lease liabilities were measured at the present
value of the remaining lease payments, discounted using the lessee’s incremental
borrowing rate on January 1, 2019. Right-of-use assets are measured at an amount
equal to the lease liabilities, adjusted by the amount of any prepaid or accrued lease
payments. The Group applies IAS 36 to all right-of-use assets.

The Group also applies the following practical expedients:

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

b) The Group accounts for those leases for which the lease term ends on or before
December 31, 2019 as short-term leases.

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

d) The Group uses hindsight, such as in determining lease terms, to measure lease
liabilities.

The weighted average lessee’s incremental borrowing rate applied to lease liabilities

recognized on January 1, 2019 is 3.17%. The difference between the (i) lease

liabilities recognized and (ii) operating lease commitments disclosed under IAS 17
on December 31, 2018 is explained as follows:
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2)

The future minimum lease payments of non-
cancellable operating lease commitments on

December 31, 2018 $ 98,621
Undiscounted amounts on January 1, 2019 $ 98,621

Discounted amounts using the incremental

borrowing rate on January 1, 2019 $ 92,652
Add:Adjustments as a result of a different treatment

of extension and termination options 48,781

Lease liabilities recognized on January 1, 2019 $ 141,433

The Group as lessor

Except for sublease transactions, the Group does not make any adjustments for
leases in which it is a lessor, and it accounts for those leases with the application of
IFRS 16 starting from January 1, 2019.

The impact on assets, liabilities and equity as of January 1, 2019 from the initial
application of IFRS 16 is set out as follows:

As Originally  Adjustments

Stated on Arising from  Restated on
January 1, Initial January 1,

2019 Application 2019
Prepayments for leases - current $ 10,715 ($§ 10,715) $ -

Prepayments for leases -non-
current 498,865 ( 498,865) -
Right-of-use assets - 651,013 651,013
Total effect on assets $ 509,580 $ 141,433 $ 651,013
As Originally  Adjustments

Stated on Arising from  Restated on
January 1, Initial January 1,

2019 Application 2019
Lease liabilities - current $ - $ 51,077 $ 51,077
Lease liabilities — non-current - 90,356 90,356
Total effect on liabilities $ - $ 141433 $ 141,433
Total effect on equity $ - $ - $ -

IFRIC 23 “Uncertainty Over Income Tax Treatments”

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

13



3)

4)

method the entity expects to better predict the resolution of the uncertainty. The
Group has to reassess its judgments and estimates if facts and circumstances change.

Upon initial application of IFRIC 23, the Group estimate there is no significant
effects on financial reports

Annual Improvements to IFRSs 2015-2017 Cycle

Several standards, including IFRS 3 “Business Combinations”, IFRS 11 “Joint
Arrangements”, IAS 12 “Income Taxes” and IAS 23 “Borrowing Costs”, were
amended in this annual improvement. IAS 23 was amended to clarify that, if any
specific borrowing remains outstanding after the related asset is ready for its
intended use or sale, the related borrowing costs shall be included in the calculation
of the capitalization rate on genera