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Representation Letter

The entities that are required to be included in the combined financial statements of KIWI Technology Inc. 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 “ Consolidated Financial Statements” endorsed by the Financial Supervisory
Commission. In addition, the information required to be disclosed in the combined financial statements is
included in the consolidated financial statements. Consequently, KIWI Technology Inc. and Subsidiaries do not
prepare a separate set of combined financial statements.

Hereby declare

KIWI Technology Inc.
Lee, Hsin-Hsin
Chairman

March 20, 2019
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Independent Auditors’ Report

To the Board of Directors
KIWI Technology Inc.:

Opinion

We have audited the consolidated financial statements of KIWI Technology Inc. and its subsidiaries (the
“ Group™”), which comprise the consolidated balance sheets as of December 31, 2018 and 2017, and the
consolidated statements of operations, 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 of December 31, 2018 and 2017, and its consolidated financial
performance and its consolidated cash flows for the years then ended in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and with the International Financial
Reporting Standards (“IFRSs™), International Accounting Standards (“1ASs™), interpretations developed by the
International Financial Reporting Interpretations Committee (“IFRIC™) or the former Standing Interpretations
Committee (“SIC”) endorsed and issued into effect by the Financial Supervisory Commission of the Republic of
China.

Basis for Opinion

We conducted our audits 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 Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the Group in
accordance with the Certified Public Accountants Code of Professional Ethics in Republic of China (the
“Code”), and we have fulfilled our other ethical responsibilities in accordance with the Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis of our opinion.

Other Matter

KIWI Technology Inc. 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 unmodified audit 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 the
IFRSs, IASs, IFRIC, 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.

KPMG, a Taiwan partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cocperative ("KPMG International®), a Swiss entity
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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.

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 aggregated, 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:

I. 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 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 remain solely responsible
for our audit opinion.
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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.

The engagement partners on the audit resulting in this independent auditors’ report are Ching-Wen Kao and
Huei-Chen Chang.

KPMG

Taipei, Taiwan (Republic of China)
March 20, 2019

Notes to Readers

The accompanying consolidated financial statements are intended only to present the consolidated 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)

KIWI TECHNOLOGY INC. AND SUBSIDIARIES
Consolidated Statements of Operations
For the years ended December 31, 2018 and 2017

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

2018 2017
Amount Y% Amount %Y
Revenue (notes 6(n), (0), 7 and 14) $ 101,046 100 112,751 100
Cost of revenue (notes 6(e), (g), (i) and (j)) (43,118) _(4®) (48,109) _(43)
Gross profit 52928 52 64,642 57
Operating expenses (notes 6(g), (h), (), (j), (p), 7 and 12):
Selling expenses (22,727) (22) (14,823) (13)
Administrative expenses (23,287 (23) (13,542) (12)
Research and development expenses {(37.132) (37 (28.956) (26)
Total operating expenses (83,146) _(82) (57.321) _(51)
Operating income (loss) (30218) _(30) 7.321 6
Non-operating income and loss (notes 6(i), (i), (a) and 7):
Other income 3,255 3 1,246 1
Other gains and losses, net 4,201 4 2,759 (@)
Share of losses of associates accounted for using equity method (1,008) (1) - -
Total non-gperating income and loss 6.448 6 (1.513) _ (D
Income (loss) before income tax (23,770) (24) 5,808 5
Income tax expense (note 6(k)) - - - -
Net income (loss) (23.770) _(24) 5,808 3
Other comprehensive income:
Items that will not be reclassified subsequently to profit or loss
Unrealized gains glosses) from investments in equit)f 1'115#uments G847 () } }
measured at fair value through other comprehensive income ?
Income tax related to items that will not be reclassified subsequently to ) ) i
profit or loss
(3.847) __(3) - -
Items that may be reclassified subsequently to profit or loss
Exchange differences on translation of foreign operations 82 - (286) -
Income tax related to items that may be reclassified subsequently to ) } ) )
profit or loss :
82 _ - (286) _ -
Other comprehensive income (Joss) for the year, net of income tax (3,765) __(3 (286) _ -
Total comprehensive income (loss) for the year S (27,535) _(27) 5,522 5
Earnings (loss) per share (in New Taiwan dollars) (note 6(m)) :
Basic eamings (loss) per share (0.86) 0.22
Diluted earnings (Joss) per share $ (0.86) 0.22

See accompanying notes to consolidated financial statements.



“Sjuswolels e

[OUBULY PoIRPI|osSUoD ) ssou Fuiduedwosor sog

8107 ‘1§ JoquUIadd(] 1% duejeyqg
snduns [eyides wWoIy pAngLISIP SPUSPIAID Y2018
aAI2531 [Bda]
:sIapjoyaseys a3 £q paacidde uonendosddy
8107 wI {s50]) swoou) sa1susyarduos (o],
107 ul ($50]) swodui salsuayadwos 20
810 ui 807 19N
L10T ‘1€ 13qUIada(q )8 dUeeyg
J19LJ3p pajejnunaoe
1057J0 o} snjdins [epides up asealoa
Seo 10] STIBYS MBU JO SOUBNSS]
£10T up swooul saisuayaadwos (810 ],
£10Z W1 5501 3a15uay2idwos 1810
LTQT Ul 3Woaut 13N
L107 °I Arenuup )8 dusjeqg

990°55T (asoy) (ZFSE) (¥0T) (TOFLT) Ersen 18S - G6LO°LLT $
- - = - - - - (6187Z01) 618201
- - - - - (18¢%) 18¢ - -
(CEs L) (€9L7¢) (Zv8e) Z38 (0LrET) (OLLET) - - -
(€5L7°F) (€9L7E) {78E) Z8 - - - - -
(oLLcD) - - - {0LL°€T) {oLL'eD) - - -
109°282 (9827) - (987) 808°S 808°S - 618201 09Z°%L1
- - - - 18T°ZE 181°¢E - (181°ZE) -
000051 - - - - - - 000°5¢€1 000°s1
TS CTT4) - (987) 808°¢C 308°S - - -
(930) (987) - (98T) - - - - -
208°C - - - 808°S 208°S - - -
6L0°LT1 - - - (1817¢¢) (18120 - - 097651 $
Ambs wjog |e30L AOdUL SIDUAIDJIIP 1e10], (nyp JA1950d [gdoT] snpdang HD0)§ UOHIUIOD)
aasudypadwiod  uoneisues) PR E[NUNIIL) [ende))
Ja120 ysnoay} Aouarand stunuwars
IN[BA J1B) ugroaoy payerdosddeup)
je painseaum
s)asse

[ElouEUyy o
(sassop) sured
PoZI[BAIU[)

Annba xay1Q

SdunLIes pauelay

Lusduro?) 2y Jo sI9P[OYIIBYS 0) FqBINCLINY

(saB|joQ UBAIE ], MAN JO SPUBSNION ], Ul PIssatdxg)
LTI0T PUE IOT ‘IE 19qUuAdd(] POPUD S1dA 1)) J04
Ambg ur sadury) Jo SH2IWLIS PR EPI[OESUOD)
SHIAVIAISANS ANV "DNI ADOTONHOIL IMIM

(asaujyD u) panssy £[jeu811() SJUIUIEYS [EIDUBULY PIJEP]OSUO)) JO UOIFB[SUBL], Ystjdug)



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

KIWI TECHNOLOGY INC., 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 operating acfivities: .
Income (loss) before income tax $ (23.770) 5,808
Adjustments for:
Depreciation 1,932 1,030
Amortization 541 629
Interest income (2,104) (1,044)
Share of losses of associates accounted for using equity method 1,008 -
Loss on disposal of investments accounted for using equity method 385 -
Total profit and loss 1.762 615
Changes in operating assets and liabilities:
Accounts receivable (3,517 (2,492)
Inventories (9,958) (12,489)
Prepayments and other current assets (5,867) (2,919)
Accounts payable (1,713} (1,139)
Other payables and other current liabilities (72) 2,982
Net changes in operating assets and liabilities (21.127) (16,057)
Cash used in operations (43,135) (9,634)
Interest received 2,104 1,163
Income taxes received 2] 106
Net cash used in operating activities (41.010) (8,365)
Cash flows from investing activities:
Purchase of financial assets measured at fair value through other
comprehensive income (3,111) -
Purchase of available-for-sale financial assets - (10,600)
Acquisition of investments accounted for using equity method (26,501) (19,893)
Proceeds from disposal of investments accounted for using eguity method 18,500 -
Additions to property, plant and equipment (4,278) (2,647)
Increase in refundable deposits (1,705) (127)
Additions to intangible assets {455) (827)
Decrease (increase) in other financial assets 22,000 {18,000)
Increase in other non-current assets (709) -
Net cash provided by (used in} investing activities 3.741 {51.494)
Cash flows from financing activities:
Issvance of new shares for cash - 150,000
Net cash provided by financing activities - 150,000
Effect of foreign exchange rate changes 294 (236)
Net increase (decrease) in cash and cash equivalents {36,975) 89,855
Cash and cash equivalents at beginning of year 125,895 36,040
Cash and cash equivalents at end of year 5 88,920 125,895

See accompanying notes to consolidated financial statements.



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

KIWI TECHNOLOGY INC. 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)

Organization and business

KIWI Technology Inc. (formerly Taifa Technology Inc.) (the “Company™) was incorporated on May 14,
2002 as a company limited by shares under the laws of the Republic of China (*R.0.C.”) and registered
under the Ministry of Economic Affairs, R.O.C. and was renamed on January 5, 2017. The address of the
Company’s registered office is 4F., No.158, Sec. 1, Wenxing Rd., Zhubei City, Hsinchu County, Taiwan.
The Company and its subsidiaries (collectively the “Group”) are mainly engaged in the IC design of audio
and communication chips and providing Internet of Things (IoT) solutions using Low-Power Wide-Area
Network (LPWAN) technologies.

Authorization of the Consolidated Financial Statements

These consolidated financial statements were authorized by the Board of Directors on March 20, 2019.

Application of New and Revised Accounting Standards and Interpretations

(a) Impact of adoption of new, revised or amended standards and interpretations endorsed by the
Financial Supervisory Commission, R.O.C. (“FSC”).

In preparing the accompanying consolidated financial statements, the Group has adopted the
following International Financial Reporting Standards (“IFRS™), International Accounting Standards
(“IAS™), and Interpretations that have been issued by the International Accounting Standards Board
(“1ASB™) (collectively, “IFRSs™) and endorsed by the FSC, with effective date from January 1,

2018.
Effective date
New, Revised or Amended Standards and Interpretations per IASB
Amendment to IFRS 2 “Clarification of Classification 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”

IFRS 9 “Financial Instruments™ January 1, 2018
IFRS 15 “Revenue from Contracts with Customers” January 1, 2018
Amendment to 1AS 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 JFRS 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)



10

KIWI TECHNOLOGY INC. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

Except for the following items, the initial application of the above IFRSs did not have any material
impact on consolidated financial statements. The extent and impact of changes are as follows:

@)

(ii):

TIFRS 15 “Revenue from Contracts with Customers”

IFRS 15 establishes a five-step model framework to determine the method, timing and amount
of revenue recognized. This Standard replaces the existing revenue recognition guidance,
including JAS 18 Revenue, IAS 11 Construction Contracts and the related interpretations. The
Group applies this standard retrospectively with the cumulative effect of initially applying this
Standard recognized at the date of initial application. The Group elected not to restate the
comparative information for the prior reporting period; 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 initial application of this Standard as an adjustment to the
opening balance of its retained earnings on January 1, 2018.

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

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

Under JAS 18, revenue for the sale of goods was recognized when the related significant
risks and rewards of ownership of the goods have been transferred to the customers, the
revenue and the cost incurred, or to be incurred, can be measured reliably, the economic
benefits of the transaction will probably flow to the Group, and there is neither
continuing managerial involvement to the degree usually associated with ownership nor
effect control over the goods sold. Under IFRS 15, revenue is recognized when a
customer obtains control of the goods.

2)  Impacts on consolidated financial statements

The Group assessed that the changes in this accounting policy did not have significant
impact on the Group’s consolidated financial statements.

IFRS 9 “Financial Instruments”

IFRS 9 replaces 1AS 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
IFRS 7 “Financial Instruments: Disclosures” that are applied to disclosures about 2018 but
generally have not been applied to comparative information.

(Continued)
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KIWI TECHNOLOGY INC. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

The details of new significant accounting policies and the nature and effect of the changes to
1IFRS 9 are as follows:

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 financial assets are managed and their
contractual cash flow characteristics. The standard eliminates the previous IAS 39
categeries of held to maturity, loans and receivables and available-for-sale. Please refer
to note 4(g) for an explanation of how the Group classifies and measures its financial
assets and accounts for related gains and losses under IFRS 9.

The adoption of IFRS 9 did not have any significant impact on the Group’s accounting
policies on financial liabilities.

2)  Impairment of financial assets

IFRS 9 replaces the ‘incurred loss® model in IAS 39 with a for ward-looking ‘expected
credit loss’ (ECL) model. The new impairment model applies to financial assets
measured at amortized cost, contract assets, and debt investments at FVOCI. Under IFRS
9, credit losses are recognized earlier than under IAS 39. Please refer to note 4(g) for
more details.

3)  Transition

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

* Differences in the carrying amounts of financial assets resulting from the adoption of

IFRS 9 are recognized in retained earnings and other equity 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 I'RS 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 financial assets and financial liabilities
previously designated as measured at FVTPL.

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

(Continued)



KIWI TECHNOLOGY INC. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

12

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

The following table shows the measurement categories and carrying amounts under IAS
39 and IFRS 9 for each class of the Group’s financial asséts as of January 1, 2018. There
is no change in the categories and carrying amount for financial liabilities.

1AS39 IFRS9
Carrying Carrying
Measurement categories Amount Measurement categories Amount
Financial Assets
Cash and cash Loans and receivables (Note 1) 125,895 Amortized cost 125,895
equivalents
Notes and accounts Loans and receivables (Note 1) 7.442 Amortized cost 7,442
receivable
Other financial assets  Loans and receivables (Note 1) 108,000 Amortized cost 108,000
—current
Refundable deposits Leans and receivables (Note 1) 703 Amortized cost 703
Equity instruments Available-for-sale (Note 2} 10,000 FVOCI 10,000

Notel: Cash and cash equivalents, notes and accounts receivable, refundable deposits
and time deposits with original maturities more than three months (classified as
other financial assets) that were previously classified as loans and receivables
under IAS 39 are now classified as financial assets measured at amortized cost

upon the initial application of IFRS 9.

NoteZ These equity instruments represent investments that the Group intends to hold for
long-term strategic purposes. As permitted by IFRSS, the Group has designated
these investments at the date of initial application as measured at FVOCI. The
above-mentioned changes did not have any material impact on other equity and

retained earnings on January 1, 2018.

(b) The impact of IFRSs endorsed by the FSC but not yet in effect

According to Ruling No. 1070324857 issued by the FSC on July 17, 2018, commencing from 2019,
the Company is required to adopt the IFRSs that have been endorsed by the FSC with effective date
from January 1, 2019. The related new, revised or amended standards and interpretations are set out

below:

New, Revised or Amended Standards and Interpretations

Effective date
per IASB

IFRS 16 “Leases”

IFRIC 23 “Uncertainty over Income Tax Treatments™

Amendments to IFRS 9 “Prepayment features with negative compensation”
Amendments to IAS 19 “Plan Amendment, Curtailment or Settlement”
Amendments to JAS 28 “Long-term interests in associates and joint ventures
Annual Improvements to IFRS Standards 2¢15-2017 Cycle

”»

January 1, 2019
January 1, 2019
January 1, 2019
January 1, 2019
January 1, 2019
January 1,2019

(Continued)
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Except for the following items discussed below, the Group believed that the initial 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:

M

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 HLiability 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 ciassify leases as finance or operating leases.

1)  Determining whether an arrangement contains a lease
On transition to IFRS 16, the Group can choose to apply either of the following:

“TFRS 16 definition of 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 the Group 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 Group can apply the standard using either of the following:

"retrospective approach; or

*modified retrospective approach with optional practical expedients.

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.

(Continued)
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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 chooses to elect the
following practical expedients:

-apply a single discount rate to a portfolio of leases with similar characteristics;

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

* exclude the initial direct costs from measuring the right-of-use assets at the date of
initial application;

3) So far, the most significant impact identified is that the Group will have to recognize
right-of-use assets and lease liabilities for its operating leases of its offices, which will

result in an increase of $11,533 in its right-of-use assets and lease liabilities on January
1, 2019. The Group is not required to make any adjustments for leases in which the

Group is the intermediate lessor in a sub-lease.

The actual impacts of adopting the abovementioned new 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

A summary of the new and amended standards issued by the IASB but not yet endorsed by the FSC
is set out below:

Effective date

New, Revised or Amended Standards and Interpretations per IASB
Amendments to JFRS 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 [AS 8 “Definition of Material” January 1, 2020

The Group is currently evaluating the impact on its consolidated financial position and consolidated
financial performance upon the initial adoption of the abovementioned standards. The results thereof
will be disclosed when the Group completes its evaluations. :

Summary of significant accounting policies

The significant accounting policies presented in the consolidated financial statements are summarized as
follows. Except for those specifically indicated, the following accounting policies have been applied
consistently to all periods presented in these financial statements.

(Continued)
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Statement of compliance

The Group’s accompanying consolidated financial statements have been prepared in accordance
with the Regulations Governing the Preparation of Financial Reports by Securities Issuers (the
“Regulations™) and the IFRSs, IASs, IFRIC Interpretations, and SIC Interpretations endorsed and
issued into effect by the FSC (collectively as “Taiwan-IFRSs™).

Basis of preparation

(@

(i)

Basis of measurement

The accompanying consolidated fipancial statements have been prepared on a historical cost
basis except for financial assets measured at fair value through other comprehensive income
(available-for-sale financial assets).

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 Group’s consolidated financial statements are
presented in New Taiwan dollars, which is the Company’s functional currency. Except when
otherwise indicated, all financial information presented in New Taiwan dollars has been
rounded to the nearest thousand.

Basis of consolidation

()

Principles of preparation of consolidated financial statements

The accompanying consolidated financial statements incorporate the financial statements of
the Company and its controlled entities (the subsidiaries) in which the Company is exposed, or
has rights, to variable returns from its involvement with the investee and has the ability to
affect those returns through its power over the investee.

The financial statements of the subsidiaries are included in the consolidated financial
statements from the date that control commences until the date that control ceases. All
significant inter-company balances, transactions and resulting unrealized income and loss are
eliminated on consolidation. Total comprehensive income (loss) of a subsidiary is attributed to
the shareholders of the Company and the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

When necessary, the financial statements of subsidiaries are adjusted to align their accounting
policies with those adopted by the Company.

Changes in the Group’s ownership interest in a subsidiary that do not result in a loss of control
are accounted for as equity transactions. The difference between the adjustment of the non-
controlling interests and the fair value of the consideration paid or received is recognized in
equity and attributed to the shareholders of the Company.

(Continued)
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List of subsidiaries included in the consolidated financial statements
The subsidiaries included in the consolidated financial statements at the end of the reporting
period were as follows:
Percentage of Ownership
Name of Main Business and December 31, December 31,
Investor Name of Investee Products 2018 2017
The Company Kiwi Technology Inc. Sales of LPWAN 100.00 % 100.00 %
IoT products

(iii) List of subsidiaries which are not included in the consolidated financial statements: None.

(d) Foreign currency

@

(i)

Foreign currency fransactions

Foreign cutrency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the translation at exchange rates at the end
of the period (“the reporting date”) of monetary assets and liabilities denominated in foreign
currencies are recognized in profit or loss.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair
value are retranslated at the exchange rate prevailing at the date when the fair value is
determined. Exchange differences arising on the translation of non-monetary items are
recognized in profit or loss, except for exchange differences arising on the retranslation of
non-monetary items in respect of which gains and losses are recognized directly in other
comprehensive income, in which case, the exchange differences are also recognized directly in
other comprehensive income. Non-monetary items denominated in foreign currencies that are
measured at historical cost are not retranslated.

Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments
arising from acquisition, are translated into the presentation currency of the Group’ s
consolidated financial statements at the exchange rates at the reporting date. The income and
expenses of foreign operations are translated into the presentation currency of the Group’s
consolidated financial statements at the average exchange rates for the period. All resulting
exchange differences are recognized in other comprehensive income.

On the disposal of a foreign operation which involves a loss of control over a subsidiary or loss
of significant influence over an associate that includes a foreign operation, all of the exchange
differences accumulated in equity in respect of that operation attributable to the shareholders
of the Company are entirely reclassified to profit or loss. In the case of a partial disposal that
does not result in the Group losing control over a subsidiary, the proportionate share of
accumulated exchange differences is reclassified to non-controlling interests. For a partial
disposal of the Group’s ownership interest in an associate or joint venture, the proportionate
share of the accumulated exchange differences in equity is reclassified to profit or loss.

(Continued)



(®

6

(g

17
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Classification of current and non-current assets and liabilities

An asset is classified as current when one of following criteria is met; all other assets are classified
as non-current assets:

(1) 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 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 when one of following criteria is met; all other liabilities are
classified as non-current liabilities:

(i) Itis expected to be settled in the normal operating cycle;

(ii) Tt is held primarily for the purpose of trading;

(iif) It is due to be settled within twelve months after the reporting period; or

(iv) The Group 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 the issue of equity instruments do not affect its
classification. '

Cash and cash equivalents

Cash consists of cash on hand, checking deposits, and demand deposits. Cash equivalents consist of
short-term and 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 that meet the aforesaid criteria
and are not held for investing purposes are also classified as cash equivalents.

Financial instruments
(i) Financial assets (applicable commencing January 1, 2018)

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

The Group shall reclassify all affected financial assets only when it changes its business model
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:

*it is held within a business model whose objective is to hold financial assets to coilect
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.

(Continued)
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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, less any 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.

Financial assets measured at fair value through other comprehensive income

The Group may make an irrevocable election at initial recognition for an equity
investment that is not held for trading 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. Foreign exchange gains and losses, interest income calculated using the effective
interest method 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 changes in the carrying amount of financial assets measured
at FVOCI are recognized in other comprehensive income and accumulated in other
equity as unrealized gain (loss) from financial assets measured at fair value through other
comprehensive income. On derecognition, gains and losses accumulated in other equity
of debt investments are reclassified to profit or loss. However, gains and losses
accumulated in other equity of equity investments are reclassified to retain earnings
instead of profit or loss.

Dividend income derived from equity investments is recognized on the date that the
Group’s right to receive payment is established (usually the ex-dividend date).

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, notes and accounts
receivable, other financial assets and refundabie deposits).

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

* 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 accounts receivables are always measured at an amount equal to
lifetime ECL.

(Continued)



(i)

4)

19

KIWI TECHNOLOGY INC. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

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
defauit events that are possible within the 12 months after the reporting date (or a shorter
period if the expected life of the instrument is less than 12 months).

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, the Group considers reasonable and supportable information
that is relevant and available without undue cost or effort. The information includes both
quantitative and qualitative information and analysis based on the Group’ s historical
experience and credit assessment, as well as forward-looking information.

ECLs are probability-weighted estimate of credit losses over the expected life of
financial assets. 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.

Loss allowances for financial assets measured at amortized cost are deducted from the
gross carrying amount of the assets. The recognition or reversal of the loss allowance is
recognized in profit 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 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 are terminated, or when the Group transfers substantially all the risks and rewards
of ownership of the financial assets to other enterprises.

Financial assets (applicable before January 1, 2018}

Financial assets are classified into loans and receivables, and available-for-sale financial
assets. Regular way purchases or sales of financial assets are recognized or derecognized on a
trade-date basis.

1)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Loans and receivables comprise
accounts receivable and other financial assets. At initial recognition, such assets are
recognized at fair value, 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

(Continued)
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impairment losses. Interest income is recognized as non-operating income in profit or
loss.

Available-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.
At initial recognition, available-for-sale financial assets are recognized at fair value, plus,
any directly attributable transaction cost. Subsequent to initial recognition, these assets
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 monetary financial assets, are recognized in other comprehensive
income and presented in “unrealized gain/loss from available-for-sale financial assets™ in
equity. When the financial asset is derecognized, the gain or loss previously accumulated
in equity is reclassified to profit or loss.

Dividends received from equity investments are recognized as non-operating income on
the date of entitlement to receive dividends (usualily the ex-dividend date).

Impairment of financial assets

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

Evidence of impairment may include indications that the debtor is experiencing
significant financial difficulty, default or delinquency in interest or principal payments,
indications that the debtor or issuer will probably enter bankrupicy or other financial
reorganization, and the disappearance of an active market for that financial asset because
of financial difficuities. For available-for-sale equity investments, a significant or
prolonged decline in the fair value of the security below its cost is also evidence that the
assets are impaired.

If the Group determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, such asset is included in
a group of financial assets with similar credit risk characteristics which are then
collectively assessed for impairment. Objective evidence that receivables are impaired
includes the Group’s collection experience in the past, an increase in delayed payments,
and national or local economic conditions that correlate with arrears of receivables.

An impairment loss in respect of a financial asset measured at amortized cost is measured
as the excess of the asset’s carrying amount over the present value of the estimated future
cash flows discounted at the financial asset's original effective interest rate. If, in a
subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized, the
previously recognized impairment loss is reversed to the extent that the carrying amount
of the financial assets at the date the impairment loss is reversed does not exceed what
the amortized cost would have been had the impairment loss not been recognized.

(Continued)
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When an impairment loss is recognized for an available-for-sale asset, the cumulative
gains or loss that had been recognized in other comprehensive income is reclassified
from equity to profit or loss. Any subsequent recovery in the fair value of an impaired
available-for-sale equity security is recognized in other comprehensive income, and
accumulated in other equity. If, in a subsequent period, the fair value of an impaired
available-for-sale debt security increases and the increase can be related objectively to an
event occurring after the impairment loss was recognized, then the impairment loss is
reversed, with the amount of the reversal recognized in profit or loss.

An impairment loss is recognized by reducing the carrying amount of the respective
financial assets with the exception of receivables, where the carrying amount is reduced
through an allowance account. Except for the write-off of uncollectible receivables
against the allowance account, changes in the amount of the allowance account are
recognized in profit or Joss.

Impairment losses and recoveries of accounts receivable are recognized as operating
expenses; impairment losses and recoveries of other financial assets are recognized as
other gains and losses under non-operating income and loss.

Derecognition of financial assets

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

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 accumulated in
other equity — unrealized gains or losses from available-for-sale financial assets is
recognized in profit or loss, and included in the non-operating income and loss of the
consolidated statements of operations.

On derecognition of part of a financial asset, 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 relative fair values of those parts on the date of
transfer. The difference between the carrying amount allocated to the part derecognized
and the sum of the consideration received or receivable for the part of the financial asset
derecognized and the cumulative gain or loss that had been recognized in other
comprehensive income allocated to the part derecognized is charged to profit or loss. 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
derecognized, based on the relative fair values of those parts.

(Continued)
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(ii) Financial liabilities
1) 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 a residual interest in the assets of the Group
after deducting all of its liabilities. Equity instruments are recognized at the amount of
consideration received less the direct issuing cost.

Interest and gain and loss related to the financial liability are recognized in profit or loss
and included in non-operating income and loss.

2)  Other financial liabilities

Financial liabilities not classified as held for trading or not designated as at fair value
through profit or loss, which comprise notes and accounts payable and other payables,
are measured at fair value, plus, any directly attributable transaction costs at initial
recognition. Subsequent to initial recognition, these financial liabilities are measured at
amortized cost using the effective interest method. Interest expense which is not
capitalized as asset is recognized in profit or loss, and included in non-operating income
and loss.

3)  Derecognition of financial liabilities

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

4)  Offsetting of financial assets and liabilities

Financial assets and liabilities are presented on a net basis only 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

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is
calculated based on the weighted-average method and includes expenditure incurred in acquiring
the inventories, production or conversion costs, and other costs incurred in bringing them to the
Iocation and condition ready for sale. The cost of finished goods and work-in-process includes an
appropriate share of production overheads which are allocated based on the normal capacity of the
production facilities.

Net realizable value represents the estimated selling price in the ordinary course of business, less all
estimated costs of completion and necessary selling expenses.

{Continued)
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Investments accounted for using equity method

Investments accounted for using the equity method include investments in associates and interests in
joint venture.

An associate is an entity over which the Group has significant influence and that is neither a
subsidiary nor a joint venture. Significant influence is the power to participate in the financial and
operating policy decisions of the investee but is not control or joint control over those policies.

A joint venture is a joint arrangement whereby the Group and other parties that have joint control of
the arrangement have rights to the net assets of the joint arrangement. Joint control is the
contractually agreed sharing of control of an arrangement, which exists only when decisions about
the relevant activities require unanimous consent of the parties sharing control.

The operating results as well as assets and liabilities of associates and joint venture are incorporated
in these consolidated financial statements using the equity method of accounting. Under the equity
method, an investment in an associate or a joint venture is initially recognized in the consolidated
balance sheet at cost, and adjusted thereafter, to recognize the Group’s share of profit or loss and
other comprehensive income (loss) of the associate and joint venture, as well as the distribution
received. The Group also recognizes its share in the changes in the equities of associates and joint
venture.

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable
assets, liabilities, and contingent liabilities of an associate or a joint venture recognized at the date of
acquisition, is recognized as goodwill, which is included within the carrying amount of the
investment. Any excess of the Group’s share of the net fair value of the identifiable assets, liabilities
and contingent liabilities over the cost of acquisition, after reassessment, is recognized immediately
in profit or loss.

When necessary, the entire carrying amount of the investment (including goodwill) is tested for
impairment as a single asset by comparing its recoverable amount (higher of value in use and fair
value, less, costs to seli) with its carrying amount. Any impairment loss recognized forms part of the
carrying amount of the investment. Any reversal of that impairment loss is recognized to the extent
that the recoverable amount of the investment subsequently increases.

The Group discontinues the use of equity method from the date when the Group ceases to have
significant influence over an associate. When the Group retains an interest in the former associate,
the Group measures the retained interest at fair value at that date. The difference between the
carrying amount of the associate at the date the equity method was discontinued, and the fair value
of any retained interest and any proceeds from disposing of a part interest in the associate, is
included in the determination of the gain or loss on disposal of the associate. In addition, the Group
shall account for all amounts recognized in other comprehensive income in relation to that associate
on the same basis as would be required if the associate had directly disposed of the related assets or
liabilities. If the Group’s ownership interest in an associate is reduced as a result of disposal, with
the investment continues to be an associate, the Group should reclassify only a proportionate amount
of the gain or loss previously recognized in other comprehensive income to profit or loss.

(Continued)
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When the Group subscribes to additional shares in an associate or a joint venture at a percentage
different from its existing ownership percentage, the resulting carrying amount of the investment
differs from the amount of the Group’s proportionate interest in the net assets of the associate or
joint venture. The Group records such a difference as an adjustment to investments with the
corresponding amount charged or credited to capital surplus. If the Group’s ownership interest is
reduced due to the additional subscription to the shares of associate or joint venture by other
investors, the proportionate amount of the gains or losses previously recognized in other
comprehensive income in relation to that associate or joint venture shall be reclassified to profit or
loss on the same basis as would be required if the associate or joint venture had directly disposed of
the related assets or liabilities.

Property, plant and equipment

@

(i)

(i)

Recognition and measurement

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.

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.

The gain or loss arising from the disposal 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 is recognized in other gains and losses.

Subsequent costs

Subsequent costs are capitalized only when it is probable that future economic benefits
associated with the costs will flow to the Group and the cost of the item can be measured
reliably. The carrying amount of a replaced part is derecognized in profit or loss. All other
repairs and maintenance are charged to expense as incurred.

Depreciation

Depreciation is provided for property, plant and equipment over the estimated useful lives
using the straight-line method. When an item of property, plant and equipment comprises
significant individual components for which different depreciation methods or usefui lives are
appropriate, each component is depreciated separately.

The estimated useful lives of property, plant and equipment for the current and comparative
periods are as follows: Office equipment: 3 to 5 years; R&D equipment: 3 to 5 years;
Leasehold equipment: 3 years; Molding equipment: 3 years.

Depreciation methods, useful lives, and residual values are reviewed at least at each financial
year-end, with the effect of any changes in estimate accounted for on a prospective basis.

{Continued)
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Intangible assets

The Group’s computer software are carried at cost less accumulated amortization and accumulated
impairment losses. Amortization is recognized in profit or loss using the straight-line method over
the estimated useful lives (2 to 3 years).

The residual value, amortization period, and amortization method are reviewed at least at each
financial year-end, with the effect of any changes in estimate accounted for on a prospective basis.

Impairment of non-financial assets

Non-financial assets other than inventories and deferred income tax assets are reviewed for
impairment at each reporting date to determine whether there is any indication of impairment. When
there exists an indication of impairment for an asset, the recoverable amount of the asset is
estimated. If the recoverable amount of an individual asset cannot be determined, the Group
estimates the recoverable amount of the cash-generating units (“CGU”) to which the asset has been
allocated.

The recoverable amount for an individual asset or a CGU is the higher of its fair value less costs to
sell or its value in use. When the recoverable amount of an asset or a CGU is less than its carrying
amount, the carrying amount of the asset or CGU is reduced to its recoverable amount, and an
impairment loss is recognized in profit or loss immediately.

The Group assesses at each reporting date whether there is any evidence that an impairment loss
recognized in prior periods for an asset may no longer exist or may have decreased. If so, an
impairment loss recognized in prior periods for an asset is reversed, and the carrying amount of the
asset or CGU is increased to its revised estimate of recoverable amount. The increased carrying
amount shall not exceed the carrying amount (net of amortization or depreciation) that would have
been determined had no impairment loss been recognized in prior years.

Leases

Leases are classified as finance leases when the Group assumes substantially all the risks and
rewards incidental to ownership of the assets. All other leases are classified as operating leases.

(i) The Group as lessor

Lease income from an operating lease is recognized in profit or loss 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 expense over the lease
term on a straight-line basis. Incentives granted to the lessee to enter into the operating lease
are recognized as a reduction of rental income over the lease term on a straight-line basis.
Contingent rents are recognized as income in the period when the lease adjustments are
confirmed.

(Continued)
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(ii) The Group as lessee

Payments made under operating leases (excluding insurance and maintenance expenses) are
charged to expense over the lease term on a straight-line basis. Lease incentives received from
the lessor are recognized as a reduction of rental expense over the lease term on a straight-line
basis. Contingent rents are recognized as expense in the period when the lease adjustments are
confirmed.

(n) Revenue recognition

¢)

Revenue from contracts with customers (applicable commencing January 1, 2018)

Revenue is measured based on the consideration to which the Group expects to be entitled 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)

2)

3)

Sale of goods

The Group recognizes revenue when control of the products has been transferred, being
when the products have been delivered to the customer, the customer has full discretion
over the channel and price to sell the products, and there is no unfulfilled obligation that
could affect the customer’ s acceptance of the products. Delivery occurs when the
products have been shipped to the specific location, the risks of obsolescence and loss
have been transferred to the customer, and either the customer has accepted the products
in accordance with the sales contracts, the acceptance provisions have lapsed, or the
Group has objective evidence that al criteria for acceptance have been satisfied.

A receivable is recognized when the goods are delivered as this is the point in time that
the Group has a right to an amount of consideration that is unconditional.

Revenue from services rendered

The Group provides the customers with a right to access the Group’s software license, to
which the revenue is recognized over the license period.

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 the payment by the customer
exceed one year. As a consequence, the Group does not adjust any of the transaction
prices for the time value of money.

(Continued)
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(ii) Revenue recognition (applicable before January 1, 2018)

1

2)

3)

Sale of goods

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; the significant risks and rewards of ownership of
the goods have been transferred to the buyer; it is probable that the economic benefits
associated with the transaction will flow to the Group; the associated costs and possible
return of goods can be estimated reliably; the Group retains neither continuing
managerial involvement to the degree usually associated with ownership nor effective
control over the goods sold; and the amount of revenue can be measured reliably. If it is
probable that discounts 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 sales contracts.

Services

Revenue from services rendered is recognized by reference to the stage of completion at
the reporting date.

Interest income

Interest income is accrued on a time basis, by reference to the principal outstanding and
at the effective interest rate applicable.

(o) Employee benefits

()]

@)

(i)

Defined contribution plans

Obligations for contributions to defined contribution pension plans are expensed during the

year in which employees render services.

Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed during the period in which employees render services. 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 make such payments as a result of past
service provided by the employees, and the obligation can be estimated reliably.

Income taxes

Income tax expenses include both current taxes and deferred taxes. Current and deferred taxes are
recognized in profit or loss unless they relate to business combinations or items recognized directly
in equity or other comprehensive income.

{Continued)
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Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using
tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.

Deferred income taxes are recognized in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred taxes are not recognized for:

(i) Temporary differences on the initial recognition of assets or liabilities in a transaction that is
not a business combination and that affects neither accounting nor taxable profit or loss;

(i) Temporary differences arising from investments in subsidiaries and joint ventures to the extent
that the Group is able to control the timing of the reversal of the temporary differences, and it
is probable that the differences will not reverse in the foreseeable future; and

(iii) Temporary differences arising from initial recognition of goodwill.

Deferred tax is measured based on the expected manner of realization or settlement of the carrying
amount of the assets and liabilities, using tax rates enacted or substantively enacted at the reporting
date.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the deferred tax assets and liabilities relate to
income taxes levied by the same tax authority on either the same taxable entity or different taxable
entities where there is an intention to settle the balances on a net basis.

Deferred tax assets are recognized for unused tax losses, tax credits, and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against
which they can be utilized. Deferred tax assets are reviewed at each reporting date and reduced
to the extent that it is no longer probable that the related tax benefit will be realized.

Earnings per share (“EPS”)

The basic and diluted EPS attributable to sharehoiders of the Company are disclosed in the
consolidated financial statements. Basic EPS is calculated by dividing net income attributable to
shareholders of the Company by the weighted-average number of common shares outstanding
during the year. In calculating diluted EPS, the net income attributable to sharcholders of the
Company and weighted-average number of common shares outstanding during the year are
adjusted for the effects of dilutive potential common shares. The Group® s dilutive potential
common shares include profit sharing for employees to be settled in the form of common stock.

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, who decides on the allocation of resources to the
segment and assesses its performance for which discrete financial information is available.

(Continued)
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5.  Critical Accounting Judgments and Key Sources of Estimation and Assumption Uncertainty

The preparation of the consolidated financial statements in conformity with the Regulations and Taiwan-
IFRSs 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 estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimates are revised and the future periods affected.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment within the next financial year is included as follows:

(2)

Valuation of inventory

Inventories are measured at the lower of cost or net realizable value. The Group estimates the net
realizable value of inventory, taking into account obsolescence and unmarketable items at the
reporting date, and then writes down the cost of inventories to net realizable value. The net
realizable value of the inventory is mainly determined based on assumptions of future demand
within a specific time horizon, which could result in significant adjustments due to rapid industry
change.

Refer to note 6(e) for further description of the valuation of inventories.

6.  Significant account disclosures

(a)

(b)

Cash and cash equivalents
December 31, December 31,
2018 2017

Bank deposits b 29,920 66,375
Time deposits 59,000 59.520

b 88,920 125,895
As of December 31, 2018 and 2017, the time deposits with original maturities of more than three
months amounted to $86,000 and $108,000, respectively, which were classified as other financial
assefs —current.
Financial assets measured at fair value through other comprehensive income—noen-current

December 31,

2018
Equity investments measured at fair value through other
comprehensive income:
Domestic unlisted stock $ 9.264

The Group designated the investments shown above as financial assets measured at fair value
through other comprehensive income because these equity instruments are held for long-term
strategic purposes and not for trading. These investments were classified as available-for-sale
financial assets on December 31, 2017. Please refer to note 6{c).

(Continuved)
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In 2018, there were no strategic investments disposed and there were no transfers of any cumulative
gain or loss within equity relating to these investments.

For credit risk and market risk, please refer to note 6(s).

Available-for-sale financial assets—non-current

December 31,
2017

Domestic unlisted stock $ 10,000

The abovementioned investments were classified as financial assets measured at fair value through
other comprehensive income —non-current on December 31, 2018. Please refer to note 6(b).

For credit risk and market risk, please refer to note 6(s).

(d) Accounts receivable

December 31, December 31,

2018 2017
Accounts receivable $ 11,022 7,505
Less: Loss allowance (63) (63)
$ 10,959 7,442

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. Analysis of expected
credit loss on accounts receivable as of December 31, 2018 was as follows:

Weighted-
Gross carrying average loss
amount rate Loss allowance

Current $ 8,610 0.00% -
Past due 1-30 days 2,257 0.00% -
Past due 31-60 days 92 0.00% -
Past due over 91 days : 63 100% 63

$ 11.022 63

As of December 31, 2017, the Group applied the incurred loss model to measure the loss allowance
for accounts receivable. The aging analysis of accounts receivable which were past due but not
impaired was as follows:

December 31,
2017

Past due 1-60 days $ 493

(Continued)
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Movements of the allowance for accounts receivable were as follows:

31

2017
Individually Collectively
assessed assessed
2018 impairment impairment
Balance at January 1 (per IAS 39) 63 32 -
Adjustment on initial application of IFRS 9 -
Balance at January 1 (per IFRS 9) 63
Impairment losses recognized - 31 -
Balance at December 31 63 63 -
Inventories
December 31, December 31,
2018 2017
Merchandise h) 97 -
Raw materials 12,894 7,731
Work in process 7,622 6,167
Finished goods 8.949 5.706
§ 29,562 19,604

For the years ended December 31, 2018 and 2017, the cost of revenue amounted to $48,118 and
$48,109, respectively, of which $1,848 and $1,416, respectively, was write-down of inventories.

Investments accounted for using equity method

A summary of the Group’s financial information for investments in associates and joint ventures at

the reporting date is as follows:

December 31, December 31,
2018 2017
Associates $ - 19,893
Joint ventures 26,289 -

S 26,289 19,893

(Continued)
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December 31, 2018 December 31, 2017
Name of )
Associates and  Main Business and Percentage of Carrying Percentage of Carrying
Joint Ventures Products Location voting rights  amount voting rights _ amount
Associates:
Acer Being Information software Taiwan
Communication services and
Inc. electronic
information supply
services - $ - 49.00 19,893
Joint ventures:
PT Wahana Solusi  Sale of LPWAN IoT Indonesia
Pintar products 49.00 % 26,289 - -
5 26,289 19,893

On May 25, 2018, the Group disposed all of its shares in Acer Being Communication Inc. with
a consideration of $18,500. The related loss on disposal of investments accounted for using
equity method was $385, which was included in other gains and losses.

Aggregated financial information of associates that were individually material (Acer Being
Communication Inec.) to the Group is summarized as follows, which were the financial
statements prepared by the associates in accordance with related regulations and have been
adjusted to reflect the adjustments made by the Group when using the equity method.

December 31,

2017
Current assets $ 50,645
Non-current assets 659
Current liabilities (14,344)
Non-current liabilities (167)
Net assets $ 36,793

2017
Revenue $ 5,802
Net loss $ (26,918)
Other comprehensive income -
Comprehensive income (foss) ) (26,918)

The Group entered into a joint venture agreement with PT ABHIMATA CITRA, whereby the
Group acquired 49% of ownership of PT Wahana Solusi Pintar for a cash consideration of
$26,501 on December 28, 2018, and the Group and PT ABHIMATA CITRA have joint contro!
over PT Wahana Solusi Pintar. PT Wahana Solusi Pintar is mainly engaged in the sales of
LPWAN IoT products and the development of Indonesian market for the Group.

(Continued)
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The following table summarizes the financial information of PT Wahana Solusi Pintar as
included in its own financial statements, adjusted for fair value adjustments at acquisition and
differences in accounting policies. The table also reconciles the summarized financial
information to the carrying amount of the Group’s interest in PT Wahana Solusi Pintar.

December 31,

2018
Percentage ownership interest 49%
Non-current assets 5 284
Current assets 53,443
Non-current liabilities -
Current liabilities (77)
Net assets A 53.650
Non-current financial liabilities (excluding trade
payable, other payable and provision) =
Current financial liabilities (excluding trade
payable, other payable and provision) =
Group’s share of net assets (same as carrying
amount of interest in joint venture) $ 26,289
2018
Revenue $ -
Profit (loss) from continuing operations $ -
Other comprehensive income -
Comprehensive income $ -
The Group’s share of profit and total $ -
comprehensive income
(g) Property, plant and equipment
Office R&D Leasehold Molding
equipment equipment equipment  equipment Total
Cost:
Balance at January 1,2018  § 569 1,581 400 2,043 4,593
Additions - - 3.524 754 4278
Balance at December 31,2018 § 569 1,581 3.924 2,797 8.871
Balance at January 1,2017  § 219 2,777 970 - 3,966
Additions ' 350 504 400 993 2,647
Disposals - (2,100) {970) - (3,070)
Reclassification - - - 1.050 1,050
Balance at December 31, 2017 § 569 1,581 400 2,043 4,593
Accumulated depreciation ;
Balance at January 1, 2018 5 137 584 122 93 936
Depreciation 161 465 721 585 1.932
Balance at December 31,2018 § 298 1,049 843 678 2,368
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Office R&D Leasehold Molding
equipment equipment  equipment _equipment Total
Balance at January 1, 2017 $ 6 2,054 916 - 2,976
Depreciation 131 630 176 93 1,030
Disposals - (2,100) (970) - (3,070)
Balance at December 31, 2017 § 137 584 122 93 936
Carrying amount:
Balance at December 31,2018 § 271 532 3.081 2,119 6,003
Balance at December 31, 2017 § 432 9297 278 1,950 3,657
Balance at Januvary 1, 2017 b 213 723 54 - 990
(h) Intangible assets
Computer
software
Costs;
‘Balance at Januvary 1, 2018 3 1,127
Addition 455
Balance at December 31, 2018 h] 1,582
Balance at January 1, 2017 5 2,479
Addition 827
Disposal (2,179
Balance at December 31, 2017 $ 1,127
Accumulated amortization:
Balance at January 1, 2018 b 369
Amortization 541
Balance at December 31, 2018 b 91¢
Balance at Janvary 1, 2017 $ 1,919
Amortization 629
Disposal (2,179)
Balance at December 31, 2017 b 369
Carrying amount;
Balance at December 31, 2018 $ 672
Balance at December 31, 2017 $ 758
Balance at January 1, 2017 L) 560

The amortization of intangible assets was included in operating expenses in the consolidated

statements of operation.
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Operating lease

The Group leased offices under operating leases. The future minimum lease payments are as

follows:
December 31, December 31,
2018 2017
Not later than 1 year hY 5,782 2,143
Later than 1 year but not later than 5 years 6,198 2,923
b 11,980 5,066

For the years ended December 31, 2018 and 2017, rental expenses of $4,646 and $1,789,
respectively, were recognized in cost of revenue and operating expenses.

For the years ended December 31, 2018 and 2017, the rental income of $462 and $0,
respectively, were recognized in other income,

Employee benefits

The Company contributes monthly an amount equal to 6% of each employee’s monthly wages to the
employee’s individual pension fund account at the Bureau of Labor Insurance in accordance with the
provisions of the Labor Pension Act. Foreign subsidiaries make contributions in compliance with
their respective local regulations. Under this defined contribution plan, the Group has no legal or
constructive obligation to pay additional amounts after contributing a fixed amount.

For the years ended December 31, 2018 and 2017, the Group recognized pension expenses of $2,126
and $1,622, respectively, in relation to the defined contribution plans.

Income taxes

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 upon filing the corporate income tax return commencing FY 2018.

(i) The components of income tax expense for the years ended December 31, 2018 and 2017
were as follows: '

2018 2017
Current income tax expense $ - -

Deferred income tax expense - -

$ - -

(Continued)
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Reconciliation between the income tax expense and income (loss) before taxes for 2018 and
2017 is as follows.

2018 2017

Income (loss) before taxes $ (23.770) 5,808
Income tax using the Company’s statutory tax rate $ (4,754) 987
Current-year losses for which no deferred tax asset was

recognized 5,690 -
Changes in unrecognized temporary difference (103) 756
Utilization of previously unrecognized tax losses - (1,743)
Others (833) -

$ - -

Deferred income tax assets and liabilities
1)  Unrecognized deferred income tax assets and liabilities
Unrecognized deferred income tax assets:

December 31, December 31,

2018 2017
Deductible temporary differences $ 1,618 1,463
Operating losses carryforwards 21.900 21.736
$ 23,518 23,199

The R.O.C. Income Tax Act allows net losses, as assessed by the tax authorities, can be
carried forward for 10 years to offset future taxable profit. Deferred tax assets have not
been recognized in respect of these items as the management believed that it is not
probable that future taxable profit will be available against which the Group can utilize
the benefits therefrom.

As of December 31, 2018, the unrecognizing tax losses and the respective expiry years
were as follows:

Tax effects of
Year of loss tax losses Year of expiry
2009 $ 2,646 2019
2011 4,423 2021
2012 5,249 2022
2013 2,818 2023
2014 819 2024
2016 255 2026
2018 5,690 2028
$ 21,900
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(iii) The Company’ s income tax returns for the years through 2016 have been examined and

approved by the R.O.C. income tax authorities.

() Capital and other equity

(@)

(i)

Common stock

As of December 31, 2018 and 2017, the Company’ s authorized shares of common stock
consisted of 100,000,000 shares, with par value of $10 (dollars) per share, of which 27,707,842
shares and 17,426,000 shares, respectively, were issued. All issued shares were paid up upon
issuance.

The Company’s shareholders at the meeting on March 15, 2018 resolved the distribution of
stock dividends of $102,819 from capital surplus, with issuing 10,281,842 shares of common
stock. The effective date of the capital increase was April 2, 2018 and the related registration
process had been completed.

The Company had issued 1,500,000 shares of common stock for cash at a price at $100
(dollars) per share on August 14, 2017 and the related registration process had been completed.

The movements in outstanding shares of common stock in 2018 and 2017 were as follows
(in thousands of shares):

2018 2017
Balance at January | 17,426 15,926
Capital surplus transferred to common stock (stock
dividends) 10,282 -
Issuance of new shares for cash - 1,500
Balance at December 31 27,708 17,426
Capital surplus
December 31, December 31,
2018 2017
Paid-in capital in excess of par value $ - 102,819

Pursuant to the Company Act, any realized capital surplus is initially used to cover
accumulated deficit, and the balance, if any, could be transferred to common stock as stock
dividends or distributed by cash based on the original shareholding ratio. Realized capital
surplus includes the premium derived from the issuance of shares of stock in excess of par
value and donations received by the Company. In accordance with the “Regulations Governing
the Offering and Issuance of Securities by Securities Issuers”, distribution of stock dividends
from capital surplus in any one year shall not exceed 10% of paid-in capital.
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38

The Company’s Articles of Incorporation stipulate that at Jeast 10% of annual net income, after
deducting accumulated deficit, if any, must be retained as legal reserve until such retention
equals the amount of paid-in capital. In addition, a special reserve shall be set aside in
accordance with applicable laws and regulations. The remaining balance, together with the
unappropriated earnings from the previous years, can be distributed as dividends to

shareholders, pursuant to a resolution approved by the shareholders.

According to the Company Act, a company shall first retain 10% of its income after taxes as
legal reserve until such retention equals the amount of paid-in capital. If a company has no
accumulated deficit, it may, pursuant to a resolution approved by the sharcholders, distribute
its legal reserve by issuing new shares or distributing cash for the portion of legal reserve

which exceeds 25% of the paid-in capital.

{m) Earnings (loss) per share (“EPS™)

t)

Basic earnings (loss) per share

2018 2017
Net income (loss) attributable to the shareholders of the
Company S (23.770) 5,808
Weighted-average number of ordinary shares outstanding
(in thousands) 27,708 26,093
Basic earnings (loss) per share (in New Taiwan doilars) § (0.86) 6.22
(ii) Diluted earnings (loss) per share
2018 2017
Net income (loss) attributable to the shareholders of the
Company $ (23,770) 5,808
Weighted-average number of ordinary shares outstanding
(in thousands) 27,708 26,093
Effect of dilutive potential common stock:
Compensation to employees - 41
Weighted-average shares of common stock outstanding
(including effect of dilutive potential common stock) $ 27,708 26,134
Diluted earnings (loss) per share (in New Taiwan dollars) $ (0.86) 0.22
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(n) Revenue from contracts with customers (applicable commencing January 1, 2018)

(i) Disaggregation of revenue

2018
(1) Primary geographical markets:
Taiwan $ 24,249
Hong Kong and Mainland China 72,086
Japan 3,581
Others ' 1,130

$ 101,046

(2) Major products:
Audio and communication IC products  § 90,801
LPWAN IoT products 8,183
Services and others 2,062

$ 101,046

For details on revenue for the year ended December 31, 2017, please refer to note 6(o).

(ii) Contract balances

December 31, January 1,
2018 2018
Accounts receivable $ 11,022 7,505
Less: loss allowance {63) (63)
$ 10,959 7.442

For details on accounts receivable and its loss allowance, please refer to note 6(d).

(o) Revenue

2017
Revenue from sale of goods $ 102,954
Revenue from services rendered 9.797

$ 112,751
(p) Remuneration to employees, and directors and supervisors

The Company’s Articles of Incorporation require that a minimum of 10% of earnings should be
distributed as employee remuneration and a maximum of 2% of earnings will be allocated as
directors and supervisors’ remuneration. The earnings are determined based on the Company’s pre-
tax income before the deduction of the amount of remuneration to employees and directors and

SUpervisors.
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The Company did not accrued any remuneration to employees and directors and supervisors for the
year ended December 31, 2018 as it incurred a net loss in 2018. For the year ended December 31,
2017, the Company accrued its remuneration to employees, and directors and supervisors amounting
to $660 and $132, respectively. The said amounts, which were recognized as operating expenses,
were calculated based on the pre-tax net profit for each year before deducting the amount of
remuneration to employees and directors and supervisors, multiplied by the proposed distribution
ratio of remuneration to employees and directors and supervisors. The difference between accrual
and actual payment, if any, will be treated as change in accounting estimate and recognized in profit

or loss in the following year.

The aforementioned accruéd remunerations to employees, and directors and supervisors were same
as the amounts approved by the Board of Directors and were paid in cash.

Non-operating income and loss

(i) Other income

Interest income
Other income

(ii) Other gains and losses

Loss on disposal of investments accounted for using equity

method

Foreign currency exchange gain (loss)

Others

Financial instruments

(i) Categories of financial instruments

1)  Financial assets

Financial assets measured at fair value through other
comprehensive income—non-current

Available-for-sale financial assets—non-current

Financial assets measured at amortized cost (loans

and receivables):
Cash and cash equivalents
Accounts receivable

Other financial assets —current

Refundable deposits

2018 2017
$ 2,104 1,044
1,151 202
S 3.255 1,246
2018 2017
$ (385) -
4,742 (2,759)
(156) -

5 4,201 (2,759)
December 31, December 31,
2018 2017

$ 9,264 -
- 10,000
88,920 125,895
10,959 7,442
86,000 108,000
2.408 703
$ 197,551 252,040
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2)  Financial liabilities

December 31, December 31,

2018 2017
Financial liabilities measured at amortized cost:
Accounts payable $ 2,413 4,126
Other payable 4,755 5,209
Guarantee deposits received 924 624
$ 8,092 10,259

(ii) Fair value information —Financial instruments not measured at fair value

The Group considers that the carrying amounts of financial assets and financial liabilities
measured at amortized cost approximate their fair values.

(iii) Fair value information —Financial instruments measured at fair value
1)  Fair value hierarchy

The financial assets measured at fair value through other comprehensive income is
measured at fair value on a recurring basis. The table below analyzes financial
instruments that are measured at fair value subsequent to initial recognition, grouped into
Levels 1 to 3 based on the degree to which the fair value is observable. The different
levels have been defined as follows:

a) Level 1: quoted prices (unadjusted) in active markets for identified 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 (i.e., as prices) or indirectly (i.e., derived
from prices).

¢) Level 3: inputs for the assets or liabilities that are not based on observable market
data (unobservable inputs).

December 31, 2018

Fair Value
Carrying
amount Level 1 Level 2 Level 3 Total
Financial assets measured at
fair value through other
comprehensive income —
non-current $ 9,264 - - 9,264 9.264
December 31, 2017
Fair Value
Carrying
amount Level 1 Level 2 Level 3 Total
Available-for-sale
financial assets —non-
current 3 10,000 - - 10,000 10,000
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There were no transfers among fair value hierarchies for the years ended December 31,
2018 and 2017.

Valuation techniques and inputs used for financial instruments measured at fair value

The fair value of privately held stock is estimated by using the market approach and is
determined by reference to recent financing activities, valuations of similar companies,
market conditions, and other economic indicators. The significant unobservable input is
the liquidity discount. No quantitative information is disclosed due to that the possible
changes in liquidity discount would not cause significant potential financial impact.

Movement in financial assets included Level 3 fair value hierarchy — financial assets
measured at fair value through other comprehensive income (available-for-sale financial
assets)

2018 2017
Balance at January 1 $ 10,000 -
Total gains or losses:
Recognized in other comprehensive income (3,847) -
Additions 3.111 10,000
Balance at December 31 $ 9,264 10,000

The abovementioned total gains or losses were included in “unrealized gain (loss) from
financial assets measured at fair value through other comprehensive income”. The gains
or losses attributable to the financial assets held on December 31, 2018 and 2017 were as
follows:

2018 2017
Total gains or losses:
Recognized in other comprehensive income
{included in “unrealized gain (loss) from financial
assets measured at fair value through other
comprehensive income™) 5 ___(3.847) -

Financial risk management

The Group is exposed to credit risk, liquidity risk, and market risk (including currency risk and other
market price risk). The Group has disclosed the information on exposure to the aforementioned risks
and the Group’ s policies and procedures to measure and manage those risks as well as the
quantitative information below.

The Board of Directors is responsible for developing and monitoring the Group’s risk management
policies. The Group’ s risk management policies are established to identify and analyze the risks
faced by the Group, to set appropriate risk limits and controls, and to monitor adherence to the
controls. Risk management policies and systems are reviewed regularly to reflect changes in market
conditions and the Group’s operations.

(Continued)
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The Group® s management monitors and reviews financial activities in accordance with
procedures required by relevant regulations and internal controls. Internal auditors undertake both
regular and ad hoc reviews of risk management controls and procedures, the results of which are
reported to the Board of Directors.

(@)

(ii)

Credit risk
Credit risk is the risk of financial loss to the Group if a customer or counterparty of a financial
instrument fails to meet its contractual obligations, and arises principally from the Group’s
cash and cash equivalents, receivables from customers, and other financial assets. The
maximum exposure to credit risk is equal to the carrying amount of the Group’s financial
assets.
The Group maintains cash with reputable financial institutions; therefore, the exposure related
to the potential default by those counter-parties is not considered significant.
Due to IC Chips industrial characteristics, the customers of IC Chips product of the Group
were concentrated on few customers. As of December 31, 2018 and 2017, 96% and 90%,
respectively, of accounts receivable were concentrated on five major customers, thus, the
credit risk was significantly centralized. The Group has established a credit policy under which
each customer is analyzed individually for creditworthiness for purposes of setting the credit
limit. Additionally, the Group continuously evaluates the credit quality of customers to
minimize the credit risk.
Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in settling its financial
liabilities by delivering cash or other financial assets. The Group manages and maintains
adequate cash to support operations and mitigate the impact of cash flow fluctuation.
The table below summarizes the maturity profile of the Group’s financial liabilities based on
contractual undiscounted payments, included estimated interest.
Contractual Within 1
cash flows year 1-2 years 2-5 years
December 31, 2018
Non-derivative financial liabilities:
Accounts payable $ 2,413 2,413 - -
Other payables 4.755 4,755 - -
Guarantee deposits received 924 - 924 -
$ 8,092 7,168 924 -
December 31,2017
Non-derivative financial liabilities:
Accounts payable $ 4,126 4,126 - -
Other payable 5,209 5,209 - -
Guarantee deposits received 924 - 924 -
b} 10,259 9,335 924 -

The Group does not expect that the cash flows included in the maturity analysis would occur
significantly earlier or at significantly different amounts.

(Continued)
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(iii) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest
rates, and equity prices, will affect the Group’ s income or the value of its financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimizing the return.

1)  Foreign currency risk

The Group is exposed to foreign currency risk on sales and purchases that are
denominated in a currency other than the respective functional currencies of the Group
entities. The foreign currencies used in these transactions are mainly the US dollar
(USD). The Group’s management continuously control the net foreign currency exposure
to be maintained at an acceptable level.

a)  Exposure to foreign currency risk and sensitivity analysis

At the reporting date, the carrying amounts of the Group’s monetary assets and
liabilities denominated in a currency other than the respective functional currencies
of Group entities were as follows:

December 31, 2018
Pre-tax effect
Foreign on profit or
currency Exchange NTD Change in loss
(in thousands) rate (in thousands) magnitude (in thousands)
Financial assets
uUsD $ 319 30.715 9,798 1% o8
Financial liabilities
USD 69 30.715 2,119 1% 21
December 31, 2017
Pre-tax effect
Foreign on profit or
currency Exchange NTD Change in loss
(in thousands) rate {in thousands) magnitude (in thousands)
Financial assets
USsD h 3,393 29.76 100,977 1% 1,010
Financial liabilities
USD 119 29.76 3,549 1% 35

(Continued)
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b)  The foreign exchange gain and loss on monetary items

The foreign exchange gain and loss (including realized and unrealized) on
monetary items is summarized as below.

2018 2017
Foreign Foreign
exchange Exchange exchange Exchange
gain (loss) rate _gain (loss) rate
Financial assets
USD/TWD $ 4,933 30.715 (2,624) 29.76
Financial liabilities
USD/TWD (287) 30.715 (126) 29.76

2)  Other market price risk

The Group has strategic investments in privately held stocks, in which the Group does
not actively participate in their trading,.

Assuming a hypothetical increase or decrease of 5% in equity prices of the equity
investments at each reporting date, the other comprehensive income for the years ended
December 31, 2018 and 2017 would have increased or decreased by $463 and $500,
respectively.

(t) Capital management

The Group manages its capital to ensure that entities in the Group will be able to continue as going
concerns while maximizing the return to shareholders through the optimization of debt and equity
balance. The Group’s overall strategy doesn’t have significant difference.

The Group’s management reviews the capital structure annually, including the consideration of costs
and related risks of each type of capital. The Group may adjust and balance its capital structure by
paying dividends or issuing new shares in accordance with the key management’s advice.

Related-party transactions

(2) Name and relationship with related parties

Name of related parties Relationship with the Company
Kiwi Technology Inc. Subsidiary _
Acer Being Communication Inc. (“ABC”) Associate (The Company disposed all of its

shares in ABC. on May 25, 2018. ABC was
not the related party of the Company sine
then.)

SBI & Capital 22 JV Fund, L.P. Other related party

{Continued)
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In 2017, the Group provided product technology advice, training, and consulting service. to
ABC and the related service fee amounted to $3,081. The prices and trading terms with related
parties are not comparable to the prices and trading terms with third-party customers as the
Group did not provide similar services to third-party customers.

(ii) Lease

In 2017, the Group leased rental office to SBI & Capital 22 JV Fund, L.P. The related rental
income amounted to $462 and was included in “other gains and losses, net”.

(¢} Compensation for key management personnel

Short-term employee benefits
Post-employment benefits

Pledged assets: None

Significant commitments and contingencies: None

Significant loss from disaster: None

Significant subsequent events: None

2018 2017
$ 7,526 5,183
273 249
$ 7,799 5432

Others
Employee benefits, depreciation and amortization expenses categorized by function are summarized
as follows:
2018 2017
Cost of Operating Cost of Operating
: revenue expenses Total revenue expenses Total
[Employee benefits:
Salaries 3,199 38,455 41,654 704 30,717 31,421
Insurance 291 2,906 3,197 82 2,380 2,462
Pension 163 1,963 2,126 43 1,579 1,622
Remuneration to - 1,656 1,656 - 600 600
directors
Others 173 1,497 1,670 39 1,519 1,558
Depreciation 585 1,347 1,932 o2 938 1,030
Amortization - 541 541 - 629 629

(Continued)
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13. Additional disclosures
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(a) Information on significant transactions:
In accordance with the requirements of the Regulations Governing the Preparation of Financial Reports by Securities Issuers, the
Group discloses the following information on significant transactions:
(i) Financing provided to other parties: None
(ii) Guarantee and endorsement provided to other parties; None
(iii) Marketable securities held at the reporting date (excluding investments in subsidiaries and associates):
{In Thousands of Shares/Amounts in Thousands of New Taiwan Dollars)
Relationship Maximum pereentage of
Marketable with December 31, 2018 awnership during 2018
Tovesting | Sccurities Type | the Securities Financial Number of | Carrying | Percentage of| Shares/ |Percentage of]|
Company and Namc Issuer Statement Account|  shares Vslue Ownership | Fair value Units Ownership | Note
[The Company[Antzer Tech Corp. B Financial assets 6,555 9,264 11,22 % 9,264 6,555 1n22% -
mcasured at fair
ealue through other
komprchensive
income—non-
current
(iv) Marketable securities for which the accumulated purchase or sale amounts for the year exceed $300 million or 20% of the
paid-in capital: None
(v) Acquisition of real estate which exceeds $300 million or 20% of the paid-in capital: None
(vi) Disposal of real estate which exceeds $300 million or 20% of the paid-in capital: None
(vii) Total purchases from and sales to related parties which exceed $100 million or 20% of the paid-in capital: None.
(viii) Receivables from related parties which exceed $100 million or 20% of the paid-in capital: None.
(ix) Information about derivative instruments transactions: None.
(x) Business relationships and significant intercompany transactions: None,
(b} TInformation on investees:
{In Thousands of Shares/Amounts in Thousands of New Taiwan Dollars)
Maximum percentage
of Ownership during
Original Investment Amount| Batance as of December 31, 2018 2018
Percentage | Net Income | Share off
Main Businesses |December 31,| December 31, Percentage of] Carrying (Loss) of the [profisdosses|
Investor Investee  |Location]  a&nd Products 2018 2017 Shares | Ownership | Value Shares | Ownershipl  Investee of investee | Note
[The Company  [Kiwi [fapan  [Sale of LPWAN 3,293 8723 06 10000% 2,991 06| 100.00 (4,278 (4,278
[Technology Ine. [oT products
[The Company  [Acer Being [Taiwan [Information 19,893 - - - 1,989 49.00 % (2,057 (1,008)Note
Communication software services
nc, and electronic
informatton supply
SeTvices
[The Company  [PT Wahana lIndc le of LPWAN 26,501 - 122,500 49,00 %4 26,28% 1 122,300 49.00 % - -
Solusi Pintar 0T products
Note: The Group disposed all of its shares in Acer Being Communication Inc. on May 25, 2018. Net income (loss) of the investee
shown on the table was the net loss for the period from January 1, 2018 to May 25, 2018.
(c) Information on investments in Mainland China: None

(Continued)
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14. Segment information

(a)

(b)

(c)

General information

48

The Group is primarily engaged in the research, design, development, and sale of audio and
communication IC chips and LPWAN IoT products. The overall operating result is used by the

Group’s chief operating decision maker as the measurement for performance evaluation.

Therefore, the Group has only one operating segment. The financial information used by operating
segment is consistent with that used in preparing the consolidated financial statements for the years

ended December 31, 2018 and 2017.
Product information

Revenues from external customers are detailed below:

Products and services 2018 2017
Audio and communication IC products $ 60,801 91,631
LPWAN IoT products 8,183 10,697
Services and others 2.062 10.423
$ 101,046 112,751

Geographic information

In presenting information on the basis of geography, segment revenue is based on the geographical
location of customers, and segment assets are based on the geographical location of the assets.

Revenues from external customers are detailed below:

Region 2018 2017
Taiwan b 24,249 29,779
Hong Kong and Mainland China 72,086 70,010
Japan 3,581 11,472
Others 1,130 1,490
$ 101,046 112,751

(Continued)
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(d) Major customers information

Customer A (note)
Customer B (note)
Customer C {note)

Customer D (note)

Note: revenues are from audio and communication IC products.
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2018 2017
$ 26,738 25,657
25,169 25,066
19,351 19,277
13,743 18,962






