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One. Letter to Shareholders

First and foremost, I would like to thank all shareholders for your support. In 2018, the
number of tourists visiting Taiwan did not have significant growth, but the number of hotels in the
market continues to increase, thus making competition in the hotel industry even more intensive.
Especially in Taipei City, where the hotel industry is competitive and the market price is open and
visible to consumers, the only way to maintain the profits and growth of the company is to adopt an
effective marketing strategy and provide our hotel guests with high quality services. In addition to
continuous investment in enhancing the value of the existing hotels, the Company’s first hotel that
combines technology, the Green World Triplebeds hotel, was acquired by the Company in 2018 and
it had successfully attracted attention in the market. Furthermore, the Company progressively.
implements differential marketing based on various customer groups, and the fruitful result of this
integrated marketing strategy is becoming more and more significant. This is also the reason that the
Company was still able to maintain its profits in 2018, regardless of the continuously growing number
of hotels and hotel rooms in Taipei City.

The Company continued to generate more than NT$ 1 billion in revenue in 2018. The total
revenue of the Company in 2018 was 1,161,786,000 NTD which is an increase of 6.03% from 2017,
and the net profit after tax was 40,790,000 NTD. The 2018 annual business report of the Company is
as follows:;

I. The 2018 annual consolidated financial report: (in thousand NTD)

() The 2018 business implementation results

I Items

Yo e aom o
\Operating revenue 1,095,731 1,161,786
IOperating costs . 890,7_75_ 940,536I
Operating gross profit ' 204,959 21,250
Operating gain or loss o 61,320 41,408
:Non—operating gain or loss (10,739j. B (4,373)
Net profit before tax 50,581 37,035
;?:éo%roﬁt (loss) of the current 48,441 - 40,790

(II) The 2018 annual budget implementation status: The company did not have a financial
forecast plan and therefore it does not apply to the company.

(III) The 2018 financial analvsis: _ -
tems  ————— Year | 2017 2018
.. |Ratio of debts to assets 20.13  27.72
Financial Percentage of long-term funds to real ' i\
structure property, factories and equipment | 1f6'10 153.43
Solvency Current ratio B i | 88.01) 104.94|
. Quick ratio | 84.91  100.74
Management Receivables turnover (number of times) 13.81 13.35
capacity | Average number of cash received days i 26.43 27.34
' .... |Return on assets 2.3 1.79
Profitability Return on equity | 4.16 2.30




fems  ————— Year 2017 | 2018
Rat}o of net profit before tax to paid-up 4.61 338
capital
Net profit rate 442 3.51
Earnings per share (dollars) ; 0.51 0.37

(IV) Status of research and development

The company’s main business operations are tourism hotels and related businesses, hence
it is not applicable.

IL It is affected by the external competitive environment, regulatory environment, and the
overall environment of business operations:

The number of tourists visiting Taiwan reached a new high in 2018, and the Japanese
market, out of the main market sources, had a growth rate of 3.7%. On the basis of the statistics
of the Tourism Bureau, the tourists from Southeast Asian countries had the highest growth
rate, followed by tourists from Japan, while the number of tourists from mainland China, Hong
Kong, Macao and South Korea all decreased throughout the year. However, with the significant
growth of Southeast Asian tourists, the total number of tourists visiting Taiwan reached
11.066.707 in 2018. which is an increase of 3.05% from 2017. The detailed data is as follows.

Number of tourists Number of tourists |Increase or Increase or
Region | visiting Taiwan in | visiting Taiwan in | decrease decrease

2017 2018 % number !
foutheast 2,137,138 2430119 13.71 292,981
Japan 1,898,854 1,969,151  3.79| 70,297
Hong
Kong and 1,692,063 1,653,654  (2.27) (38,409)
Macau | | g
g’lﬂi“:laa“d 2,732,549 2,695,615  (135) (36,934)
Korea 1,054,708 1,019,441 (3.34) (35,267)

As for the increased number of hotels in 2018, the total increased number of general and
legal hotels in Taipei City and New Taipei City is 32, with the total increased rooms being 2,101,
The number of tourism hotels increased by one, with the total increased rooms being 150. The
total increased number of rooms in general hotels and tourism hotels was 2,257, In summary,
looking forward to 2019, the hotel industry is still expecting challenges to some extent, due to
the factors such as the number of tourists visiting Taiwan is not expected to have significant

growth, the growth number of illegal accommodation business operators, and the reducing
number of tourists from mainland China continues.

I1I. Summary of the 2019 business plan and future development strategy of the company:

The company’s 2019 business plan summary and future company development strategy are as
follows:

(I) Continue to reinforce the 2018 operational policies
1. Add an investment strategy that aims to enhance the value of the existing hotels.
2. Continue to integrate the marketing strategies.
3. Strengthen the strategy of cost control.
(IT) Expansion of new hotels
Including the expansion plan of new hotels outside of Taipei City.
(III) Creating a high quality experience
1. Improve tourist’s reception experience.
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2. Offer better breakfast.
3. Improve interior decoration.
(IV) Generate revenues other than accommodation
Create added value and increase revenue other than accommodation through the large

amount of hote] guests.

Although more hotel business operators are expected to join the industry in Taipei City and
New Taipei City in 2019 and the number of hotels and hotel rooms are expected to continue to
increase, the Company is expected to continue to maintain the profit and enhance sharecholders’
rights and interests, with its comprehensive development strategy.

Chairman and General Manager: HSIEH,HSIEN-
CHIH



Two. Brief Introduction of the Company

I. Date of establishment: July 22, 1994

I1. History of the Company

July 1994

May 1997

February 2003
December 2004

June 2013

November 2013

December 2013

December 2013

April 2014
June 2014
August 2014
August 2014
September 2014
October 2014
December 2014
May 2015

June 2015

July 2015
August 2015

September 2015

"FRPEFEARAE" was officially founded with a registered capital of NT$
5,000,000 and paid-up capital of NT$ 5,000,000. It was dedicated to the
design and development of continuous vacuum sputtering coating equipment,
The company officially changed its name to "EZERE R ERASL"

The stock was officially listed on the emerging stock market.

With the approval of the Securities and Futures Bureau, the company was
officially listed on the OTC market and increased its paid-in capital to
1,332,500,000 NTD.

In accordance with the resolution of the board of directors, the company
requested reorganization with Taoyuan District Court of Taiwan and then
declared an emergency disposition to Taoyuan District Court of Taiwan. The
company’s stock stopped trading on the OTC market.

In accordance with the resolution of the board of directors, the company
requested to withdraw from reorganization and emergency disposition with
Taoyuan District Court of Taiwan, and the company’s stock continued trading
on the OTC market.

The provisional meeting of shareholders had re-elected seven directors, which
had changed more than one-third of the directors.

The provisional meeting of shareholders had resolved to dispose most of the
real property, factories, and equipment in order to reduce the manufacturing
business department and improve the financial structure of the company.

Mr. HSIEH,HSIEN-CHIH served as the chairman and general manager of the
company.

Signed a management consultancy contract with Green World Hotels Co.,
Ltd., and the company was transformed from the technology industry to the
hotel industry.

Signed a business consulting contract with Green World Hotels Co., Ltd.

To improve the financial structure, the company reduced 74.5% of the capital
to make up for the accumulated losses. The paid-in capital was 302,948,880
dollars after the capital reduction.

The first private fundraising was conducted in 2014. The paid-up capital was
402,948,880 dollars after the capital increase.

The stock resumed trading on the OTC market.

The second private fundraising was conducted in 2014. The paid-up capital
was 502,948,880 dollars after the capital increase.

The private preferred shares were fully converted into private common shares.
Ms. HSIEH,HSIU-MEI served as the general manager of the company.

The meeting of sharehoiders resolved the purchase case of the "Lochi Hotel".
The stock resumed trading as ordinary settlement.

The company changed its name to "Green World Hotels Co., Ltd."
Purchased 100% equity of “Green World Hotels Co., Ltd.” and transformed
to the hotel industry.

Starting 2015/09/21, the name of the trading stock was changed to "Green
World" and its stock code is 8077.
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QOctober 2015

January 2016
June 2016

July 2016

July 2016
August 2016
September 2016

October 2016
December 2016

January 2017

January 2017

May 2017
June 2017

April 2018
November 2018

January 2019

The merged subsidiary: Green World Hotels Co., Ltd.

The company after acquisition: Green World Hotels Co., Ltd.

It has 13 branches and 1 subsidiary: Green World Hotel ZhongHua Co., Ltd.
Green World Grand Nanjing is officially in business.

The 11th term of directors and supervisors were fully re-elected, and the
board of directors elected and appointed Ms. Chiang Mei-Ling to be the
chairman.

The category of the company in the OTC market was changed from the
"photovoltaic industry™ to the "tourism business".

Green World Songshan is officially in business.

Green World Zhongxiao is officially in business.

The first private fundraising was conducted In 2016, and its paid-in capital
was 537,668,880 dollars after the capital increase.

Green World Flora Division is officially in business.

The provisional shareholders meeting resolved the case of second private
common stock in 2016.

Green World Flora Main and Green World Mai — ZhongShan are officially in
business.

The private fundraising in January 2017. H.I.S. Hotel Holdings Co., Ltd.,
participated in private fundraising and acquired 33.32% of the shares. The
paid-in capital was increased to 806,338,880 dollars afier the capital increase.
Green World NanGang is officially in business.

The private fundraising in May 2017. H.L.S. Hotel Holdings Co., Ltd.,
participated in private fundraising and acquired 51% of the shares. The paid-
in capital was increased to 1,097,283,430 dollars after the capital increase.
The first smart hotel - Green World Triplebeds - is officially in business.
The privately offered common stock in 2012 and the 20,000,000 shares of
privately offered common stock in 2014 were available for trading on the
OTC market on November 19, 2018, with total shares of 25,026,754.

The privately offered common stock in 2012, the private preferred stock in
2006 and 2007, and the private common stock in 2010, with a total of
25,268,134 shares, were available for trading on the OTC market on January
29, 2019, and the total of the company’s shares was 50,294,999,



Three. Report on Corporate Governance

I. The organization system
(I) Organization chart

Mecting of Supervisors
shareholders

Fleitiicration R
. Board of Andit office
committee |§ L]

Chamn;n office

General irusidper
offics

i
Head office opr.mliom (=T
department accounting department

!

I I I 1 T 1 1 1
Procurement and Marketing and Information Hotel operations Hisainess Constructiofy | Human resources Accounhng Financa
general affuirs sales division division dopartment divigion

divition Meividon. division prieay division| |  division
L

[.aen Hramoh CHTicd Ftation Brench Qffic
H l.

S mm Tl =Nanymg
l (iffice Branch Office

.{ New World Hotel | |22 Hranch ”ﬁ'l-.'c'
_IIilnpai Branch OE._n] Qingtian Branch I
{Hice

Songshan Branch I “reme1 Hrarfy
Cffice Office

Zhongxao Hranch aming Hiinch
I Office Office

Mai - ZhongShen Flora Division
Drch o Biramch O

| ora i Heamc
NmGang .Bram-.h Office
Trpiebedn Brmel
Office

Note: The original organization chart was obsoleted upon the resolution of the board of directors on

March 19, 2019. This organization chart was approved by the chairman and will soon be submitted to
the board of directors for approval.



(II) Business scope of main departments

Department

Duties and responsibilities

General manager’s
office

1. Business Planning and Management .

2. The med-term and long-term management policy and strategic
planning .

3. Promotion and management of annual policy and goals.

4. Management of daily operating performance .

Hotel operations
division

1. Management of hotel affairs.
2. Business expansion, enhance room price, and occupancy rate.
3. Provide accommodation-related services for customers.

Financial and
accounting
department

Finance division |:

Responsible for fund adjustment, cashier operations

|Accounting Department |

Various accounting, tax processing, stock processing, preparation and
analysis of financial statements, implementation of budget
preparation, and analysis of differences.

Head office
operations

department

1. Creation and implementation of the company’s corporate image.
2. Organization and planning of internal and external company
documents, and control of the documents.
Information technology division:

Network system management and maintenance, maintenance and
management of the information system, and software and hardware
equipment, design, modification and testing of software, and data
management and security maintenance of computers.

Human resources division

Planning and implementation of human resources and educational
training.

Procurement and peneral affairs division ;

Various procurement, general affairs, project price negotiation,
contracting and implementation
IC onstruction division |
Construction project implementation and regular maintenance of all
branches
[Marketing and sales division
1. Maintain good relationships with customers to increase business
orders.
2. Collect market information for business reference.
3. Manage the information of accounts receivable and control the
customer’s credit limit.

-




Department

Duties and responsibilities

4, Development of new markets and new customers.

Business strategy division |:

Responsible for analyzing the company’s internal data and the
dynamics of the domestic and overseas hotel industry and tourism
market. Provide consolidated reports and improvement proposals.

Audit office

1. Create and manage the internal audit system of the company.

2. Correction of internal control shortcomings and abnormal conditions.

3. Ensure the effective implementation of the company’s internal
control system and management provisions.
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Table 1: Major shareholders of corporate shareholders

- - ‘ March 31, 2019
Name of corporate shareholders | Mzjor shareholders of corporate shareholders
'H.LS. Hotel Holdings Co., Ltd. H.I.S. Co., Ltd.
Yiyaun Investment Co., Ltd. 'LI,CHIH-CHUNG
Shenyan Investment Co., Ltd. |CHUNG,CHUN-CHIEH
Table 2: Major shareholders of corporate shareholders in Table 1
) March 31. 2019
Name of legal person Major shareholder of legal persons Shareholding ratio
Hideo Sawada 33.24%
:_EIZIS bPZAT 4 - Y—EREERTERARHTE | 12.07%
BREHF> 5 — - 6.00%
HEYAY— b5 R MSSESETHRARM ' 3.18%
F AV s AT ma—g—7 | 2.97%
HIS.Co,Ltd  |[R7—F AMJ—F ">7 7oF _—
IR AYriz— 221%4
EIERRDEHSEESS 1.87%
Vri—E— EALHY Fr—R A7 1.84%
Namekata Kazumasa 1.82%
Sawada Mayumi | 1.78%
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(II) Information of directors and supervisors

April 30, 2019

5'-15 . Have more than five years of work
\ experience -
\ and the following professional Independence condition (Note 2) ‘
Y qualifications = i
\ A professor Judge, Work |
\ or  higheriprosecutor, |experienc
\ position, of|lawyer, e required
\ the relevant accountant or in the field ‘ Conc t
\ department |other of lon urren
|\ Criterials in the/specialist  |business, Y::f:nmg
\ public  orrequired by |legal, .
\ private the company, |finance, "“§EEMd°
\ colleges or who passes |accountin ot fg;‘ctor
\ universities |the national |g or sales 11203 /als|6/7/8l9 10 ° bl_er
Name \ , required examinations of  the public
\ for the field|and acquires company | listed
| of business, certificates. companies
II". legp.l, I
\ finance,
1& accounting
\ or sales
\ department
'l.I of the
company | | | | |
HSIEH,HSIEN-
CHIH v | HidNi4Nid 0
Hirabayashi Akira v vIivIYIivIivIivIiZIvY 0
Kodaka Kouji v vivi v vivViviv] 0
HSIEH HSIU-MEI v v v v v |V 0
LIUSHULSHENG| v A AR A AN AR AN aranara 0l
'WU.YI-TSAI | v AR AR A AR AR AR A AR AR AN 0
LIUTANG-KUN | AR AR AR AR AR AR AR AR AR 0
LIUCHIA-MING | v v v AR AR AR AR ARG 0
KAOYI-HSING | = v ([ Vivivivl vvivivv] 0
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(IV) Names of the managers who distribute employee compensation and the distribution status:
None.

(V) The analysis of the ratio of the total remuneration amount paid to all of the directors,
supervisors, general managers, and deputy general managers of the Company and all
companies in the consolidated statement in the most recent two years, to the net profit
after tax of the consolidated or individual financial reports.

Ratio of total remuneration amount to the net profit after tax ‘

\ Ttem Year 2017 Year 2018 |
e Financial
Position ml?’_ The Company | The Company| The Company report
N All companies

Director 6.28% 6.28% 1.47% 1.47%
Supervisor 0.27% 0.27% 0.27% 0.27%
General
manager
and deputy 4.75% 4.75% 19.72% 19.72%
general
manager

(VI) The correlation between the remuneration policy, standard and combination, procedures for
stipulating the remuneration, and the business operation performance and future risks.

1. Directors and supervisors

On the basis of the regulations of the company, the transportation allowances and
remuneration paid to the directors and supervisors shall be resolved according to the
index of risk and responsibility and decided by the Remuneration Committee and
submitted to the board of directors for discussion and approval.

2. General Manager and Deputy General Manager

The remuneration of the general manager and the deputy general manager includes
salary, bonuses, and employee bonuses shall be based on the position, responsibility,
and contribution to the company, and it shall also refer to the peer companies in the
industry. It shall be assessed by the Remuneration Committee and reported to the board
of directors for discussion and approval.

3. The reward for business operation performance shall be conducted in accordance with
the surplus distribution regulations of the Articles of Incorporation of the Company,
The Board of Directors had resolved that there will be no distribution to the directors
and supervisors in 2017.
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IV.The operational status of corporate governance
(I) The operation of the Board of Directors:
The board of directors had 7 meetings (A) in the most recent year, and the attendance
records for the supervisors of the board of directors are listed as follows:

Number of | Number of | Percentage of

Po§1tmn Name attendance in | entrusted | attendance in | Remarks
title (Note 1)
person attendance | person (%)
Shenyan Investment Co.,
: Ltd. 0
Chairman | Representative: . 3 7143%
HSIEH.HSIEN-CHIH
' Yiyaun Investment Co.,
- | Ltd. 0 3 0%
Director | Representative: Hirabayashi
Akira {
Representative of H.LS
Director | Hotel Holdings Co., Ltd: 4 1 57.14%
o | Kodaka Kouii _
Shenyan Investment Co.,
) Ltd. 0
Director | Representative: 7 0 100%
| | HSIEH.HSIU-MEI B
Independe
. LIU,SHUI-SHENG 7 0 100%
nt director ’
' Independe
- 7 0 100%
nt director WU,YI-TSAI o
Other items that shall be recorded:
I. For any of the following circumstances, the board of directors meeting’s date, period, content

of the proposal, the comments of all independent directors and the company’s approaches on |
the comments of independent directors shall be shall be described:
(I) The matters listed in Article 14-3 of the Securities and Exchange Act:

Board of Directors Content of proposal Comments of
. independent
| directors
2018.5.17 Apply for trading in the OTC market for | Agree
' the private fundraising stock of the

company over the years to the securities
authorities and apply for public offering

case _
2018.124 Assessment of competency and @ Agree
independent status for the certified public
accountants, and the remuneration for
entrustment.
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(I) Except for the preceding matters, the other resolutions by the directors that have been
opposed or remarked with comments by independent directors that retained a record or
had a written statement: not available.

II. The directors shall avoid the process of resolution that involves related interested parties, and
the name of the directors, the content of the resolution, the reasons for the avoidance of conflict |
of interests and the participation status in the voting process shall be stated: not available.

IIl. The objectives of enhancing the functionalities of the Board of Directors for the current period

and the most recent year (such as founding an Audit Committee and improving information
transparency, etc.) and the evaluation of implementation: The company has created 2|

independent directors and a Remuneration Committee.

(II) The operations of the Audit Committee or the status of supervisor’s participation in the

operation of the board of directors:

1.The company does not have an Audit Committee.

2.The status of the supervisor’s participation in the operation of the board of directors:
The board of directors had 7 meetings (A) in the most recent year, and the attendance
records are listed as follows:

Percentage of
Position Name aumaﬁ?g) attendance Remarks
| (%)(B/A)
LIU,TA
Supervisor | NG- 5 71.43
KUN | —
. LIU,CHI
Supervisor | , G 6 85.71 |
; KAO,YI-
Supervisor HSING 5 71.43
Other items that shall be recorded:

1. Founding of supervisors and their responsibilities:

(I) Communication between the supervisors and the employees and shareholders of the
company:

If necessary, the human resources department shall report the structure of employees and
the labor status to the supervisors during the meeting of board of directors.

The supervisors shall report the auditing status to the shareholders during the shareholders
meeting and allow the shareholders to ask questions.

(Il) Communication between the supervisors, and the internal audit supervisor and accountant:
The audit supervisor reports the auditing status to the supervisors and the independent
directors on a monthly basis, and submits an audit report during the meeting of board of
directors. During the period of financial auditing, the audit supervisor will discuss with the
accountant to audit the financial status of the company, make adjustment to the entries and
amendment to the IFRS, , and announce the impact on the company. And during the
meeting of board of directors, the audit supervisor shall state the amendment to the IFRS

II. Supervisor attending a meeting of the board of directors to state opinion: None.
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(IV) The founding, duties, and operations of the Remuneration Committee:

1. The Company has stipulated the organization rules for the Remuneration Committee of the
Company according to Article 14-6 of the Securities and Exchange Act and the “Regulations

Governing the Appointment and Exercise of Powers by the Remuneration Committee of a
Company Whose Stock is Listed on the Stock Exchange or Traded Over the Counter”on
2011/08/26.

To be line with the provisional shareholders meeting for full re-election of the directors and
supervisors on 2016/06/13. The 11th term of the Board of Directors appointed the 4th term of

the Remuneration Committee members on 2016/08/12 for a term from 2016/08/12 to

held on 2016/03/23, 2016/10/21, and 2016/11/14.

2018/06/12. Three remuneration committee meetings were held in 2016. The meeting were

To be line with the general shareholders meeting for full re-election of the directors and
supervisors on 2017/06/22, the 12th term of the Board of Directors appointed the 5th term of

the Remuneration Committee members on 2017/08/10 for a term from 2017/08/10 to
2020/06/21. Two remuneration committee meetings were held in 2017 and three remuneration

committee meetings were held in 2018, The meetings were held on 2018/03/27, 2018/5/15,
and 2018/11/9 respectively.
2. The members of the Remuneration Committee are listed as follows:
| Have more than five years of work
| Criteria experience .
| and the following professional The independent status
| L _____qualifications
\ A professor|  Judge, Work
| or higher | prosecutor, | experience
\ position, of | lawyer, | required in
\ the relevant | accountant or | the field of
| departments other business,
| in the public | specialist legal, Also serving
| orprivate | required by | finance, on the
Identity | colleges or | the company, | accounting Remun_emtion
(Note 1) | universities, | who passes | or sales of Committee of
' required for | the national the other public
the field of | examinations | company | 1 718 offering
business, | and acquires companies
legal, certificates,
finance,
accounting
or sales
department
of the
company
Name
Independent| WU,YI-
director | TSAI Y A A Y 0
Independent |LIU,SHUI
director | -SHENG | " A Y 0
CHANG,
Others SHIH- v V|V v 0
FENG
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3. The operation status of the Remuneration Committee is as follows:

(1) The company’s Remuneration Committee has three members.

(2) The current term of office: From August 10, 2017 to June 21, 2020, the Remuneration Committee
has three meeting during the recent year (A). The qualification and attendance of the members

are as follows: I
Ac;ual ; Nun;‘ber Attendance )
Position Name number o o rate (%) Remarks
attendance | entrusted (B/A)
(B) attendance _|

ﬁ'fﬁor : LIU,SHUT- 3 0 100

SHENG
{convener)
Independent
director WU,YI-TSAI 3 0 100

CHANG,SHIH-
Member FENG 3 0 ‘ 100
Other items that shall be recorded:

1.  Ifthe Board of Directors does not adopt or amend the recommendations of the Remuneration Committes, it shall state the
date and time of the board of directors, the content of the proposal, the results of the resolutions of the board of directors,
and the company’s handling of the opinions of the Remuneration Committee (e.g., the compensation received by the board
of directors is superior to the recommendations of the Remuneration Committee and explain the difference and its causes):
No such sitvation.

0. If members have objections or reserved opinions and have retained a record or written statement for the Remuneration
Committee's resolutions, the meeting date of Remuneration Committee, term of office, content of the proposal, the
opinions of all members and the handline of the members’ opinions: not available.
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(VII) Other important information that can help others to understand the operations of corporate
governance of the company:
1. Codes of Ethical Conduct
Green World Hotels Co., Ltd.
Codes of Ethical Conduct
Passed by the board of directors on March 25, 2015

I. Purpose and foundation

In recognition of the necessity to assist the company in the establishment of codes of
ethical conduct, these Codes are adopted for the purpose of guiding the directors,
supervisors, and managerial officers of the company (including general managers or
their equivalents, assistant general managers or their equivalents, deputy assistant
general managers or their equivalents, chief accounting officers, and other persons
authorized to manage affairs and sign documents on behalf of the company) to act in
line with the ethical standards, and to help interested parties better understand the ethical
standards of the company.

IL. Content of the code
The company shall adopt a code of ethical conduct that addresses at least the following
eight matters:
(I) Prevention of conflicts of interest:
The conflicts of interest may occur when personal interest intervenes or is likely
to intervene in the overall interest of the company, such as when a director,
supervisor, or managerial officer of the company is unable to perform their duties
in an objective and efficient manner, or when a person takes advantage of their
position in the company to obtain improper benefits for either themselves or their
spouse, parents, children, or relatives within the second degree of kinship. The
company shall pay extra attention to the loans of funds, guarantees, and major asset
transactions or the purchase (or sale) of products involving the preceding personnel
of the affiliated enterprise. The company shall stipulate a policy for preventing
conflicts of interest, and shall offer an appropriate channel for directors,
supervisors, and managerial officers to proactively explain whether there is any
potential conflict between them and the company.
(IT) Prevention of incentives to pursue personal interest:

The company shall prevent the directors, supervisors, or managerial officers from
engaging in any of the following: (1) Seeking an opportunity to pursue personal
interest by using company property or information or taking advantage of their
positions. (2) Obtaining personal interest by using company property or
information or taking advantage of their positions. (3) Competing with the
company. When the company has an opportunity for profit, it is the responsibility
of the directors, supervisors, and managerial officers to acquire the reasonable and
proper benefits that can be obtained by the company.
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(IIT) Confidentiality:
The directors, supervisors, and managerial officers of the company shall be
obligated to maintain the confidentiality of any information regarding the company
itself or its suppliers and customers, other than when authorized or required to
disclose such information by laws and regulations. The confidential information
includes any undisclosed information that could result in damage to the company
or customers, if it is exploited by a competitor or disclosed to a competitor.

(IV) Fair trading:
Directors, supervisors, and managerial officers shall treat all suppliers and
customers, competitors, and employees fairly, and they may not obtain improper
interests through manipulation, nondisclosure, or misuse of the information
through their positions, misrepresentation of important matters, or other unfair
trading practices.

(V) Protect and properly use the company’s assets:

All directors, supervisors, and managerial officers have the responsibility to
protect the company’s assets and to ensure that they can be effectively and legally
used for official business purposes. Any theft, negligence, or waste of the assets
will directly impact the company’s profitability.

(VD) Compliance of laws and regulations:
The company shall reinforce its compliance with the Securities and Exchange Act
and other applicable laws and regulations.

(VII) Encouraging reporting on illegal actions or violations to the Codes of Ethical
Conduct:
The company shall reinforce the awareness of ethics internally and encourage
employees to report to a company supervisor, managerial officer, chief internal
auditor, or other appropriate personnel upon suspicion or discovery of any activity
in violation of the laws or regulations or the Codes of Ethical Conduct. To
encourage employees to report illegal matters, the company shall create a specific
whistleblowing system and make employees aware that the company will use its
best efforts to ensure the safety of informants and protect them from reprisals.

(VIII) Punishment measures:
When a director, supervisor, or managerial officer violates the Codes of Ethical
Conduct, the company shall conduct the matter according to the punishment
measures stipulated in the Codes of Ethical Conduct, and shall reveal it on the
website of the Market Observation Post System without delay, including the date
of the violation by the violator, reasons for the violation, the violated provisions of
the Codes of Ethical Conduct, and the actions taken. The company shall create a
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relevant complaint system to provide the person who violates the Codes of Ethical
Conduct with remedies.

IT1. Procedures for exemption

The Codes of Ethical Conduct stipulated by the company must request that any
exemption for directors, supervisors, or managerial officers from compliance with
the Codes of Ethical Conduct be adopted by a resolution of the board of directors,
and that information on the date on which the board of directors adopted the
resolution for exemption, objections or reserved comments of independent
directors, and the period of exemption, reasons for exemption, and principles
behind the application of the exemption be disclosed without delay on the website
of the Market Observation Post System, so that the shareholders can evaluate the
appropriateness of the board resolution to forestall any arbitrary or dubious
exemption from the code, and to protect the interests of the company by ensuring
appropriate mechanisms for cbntrolling any circumstance during the occurrence of
an exemption.

IV. Method of disclosure
The company shall disclose its Codes of Ethical Conduct, and any amendments to
it, on its company website, in its annual reports and prospectuses and on the website
of the Market Obsetvation Post System.

V. Enforcement
The company’s Codes of Ethical Conduct, and any amendments to it, shall be
implemented after it has been adopted by the board of directors, and submitted to
supervisors and a shareholders meeting,
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2. Codes of Ethical Conduct for Employees
Green World Hotels Co., Ltd.
Codes of Ethical Conduct for Employees

Passed by the board of directors on March 25, 2015
Article 1. Purpose
The Codes of Ethical Conduct for Employees are stipulated for the employees of the company to follow,
and allow the stakeholders of the company to understand the ethical standards and codes of conduct that
should be followed by the employees during the process of business operations.
Article 2. Application scope
The Codes of Ethical Conduct for Employees are applicable to all employees of the company. It is the
responsibility of all employees of the company to read, understand and comply with the Codes of Ethical
Conduct for Employees.
Article 3. Principle of integrity
When performing their duties, the employees of the company should focus on a teamwork spirit and
abandon self-centered principles, and should follow the principle of integrity with a proactive and
responsible attitude.
Article 4. The principle of fairness
Employees of the company are prohibited to discriminate against each other in any form based on factors
such as gender, race, religion, political party, sexual orientation, job position, nationality and age.
Article 5. Working environment
It is the responsibility of all employees of the company to maintain a healthy and safe working
environment, and matters in regard to sexual harassment, violence, threats or intimidation are prohibited.
Article 6. Prevention of conflicts of interest, and incentives to pursue personal gain:
The employees of the company are responsible for maintaining and enhancing the appropriate and
legitimate benefits of the company and should avoid the following:
1. Seeking an opportunity to pursue personal interest by using company property or information or taking
advantage of their positions.
2. Competing with the company.
Article 7. Confidentiality
The employees of the Company shall carefully manage matters or confidential information regarding
their job duties. They shall not disclose the information to others or use it for matters not related to work,
including the information of the company’s personnel and customers, inventions, efc., business
confidentiality, technical information, unless they are disclosed by the Company or necessary for the
implementation of their job duties. The same is true after they leave their job position. The
abovementioned 2 confidential information, including the product design, professional manufacturing
knowledge, financial and accounting information and intellectual property rights, and any undisclosed
information that could result in damage to the company or customers, if it is exploited by a competitor
or disclosed to a competitor,
Article 8. Fair trading
1. The employees of the company shall treat the business counterparts fairly. When dealing with related
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parties, there shall be no special favorable treatment or matters.

2. When conducting job duties, the employees of the Company shall not request, contract, deliver, or
accept any form of gift, special treatment, commission, bribery or any other matters involving improper
interests. However, this is not applicable to gifis or special treatment that is acceptable by social custom
or the company regulations.

Article 9. Protection and proper use of company assets

1. The usage of the company name is limited to only the business operation of the company;

2. When conducting job duties, the employees of the company should avoid the data, information system
and network equipment being involved to matters in regard to theft, interference, destruction or intrusion,
to protect the confidentiality, integrity and availability of the company’s various assets;

Article 10. Compliance of laws and regulations

1. The employees of the company shall follow the relevant laws, rules, and orders that are applicable to
the company, including the laws regarding insider trading and the protection of intellectual property;

2, The employees of the company shall follow the rules and regulations stipulated by the company, and
pay attention to the various announcements on the company’s internal website and bulletin board;
Article 11, Proper documentation and reporting

The employees of the company shall ensure the documents handled in various forms are correct and
complete, and the documents shall be properly retained.

Article 12. Encourage the reporting of any illegal matters or violations of these Codes

When employees of the company discover any violations of laws, regulations, or the Codes of Ethical
Conduct for Employees, they can report to the supervisor with their names. The company will do its
utmost to keep confidential and protect the identity of the presenter from threats. The company will use
its best efforts to ensure the safety of informers and protect them from reprisals.

Article 13. Punishment measures

If the employees of the company violate the Codes of Ethical Conduct for Employees and the instance
is verified by the company, a warning letter will be issued, or depending on the circumstances of the
case, the following punishment may be applied.

1. Withholding the performance bonus and year-end bonus;

2. Position demotion and job demotion;

3. Dismissal;

4, Take legal action.

Article 14, Procedures for exemption

The Procedures for exemption are not applicable to the employees of the Company for the provisions of
these codes.

Article 15. Implementation and disclosure methods

1. The company’s Codes of Ethical Conduct for Employees, and any amendments to it, shall be
implemented after it has been adopted by the board of directors, and submitted to the shareholders
meeting.
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2. The company shall disclose the Codes of Ethical Conduct for Employees, and any amendments to it,
in its annual reports and prospectuses and on the website of the Market Observation Post System.
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(IX) Implementation status of internal control system:
1. Internal control declaration
Green World Hotels Co., Ltd.
Internal control system declaration

Date: March 19, 2019

On the basis of the results of self-assessment, the declaration of the company’s internal control system
in 2018 is as follows:

1. The Company understands that the creation, implementation, and maintenance of the internal control
system is the responsibility of the board of directors and managerial officers of the Company. The
Company has already created the system. The purpose is to provide reasonable assurance for
achieving the operational effectiveness and efficiency (including profitability, business
performance and protection of assets, etc.), reliability of financial reports, and compliance with the
relevant laws and regulations.

I1. The internal control system has its limitations, regardless of how the structure is designed, an effective
internal control system can only provide reasonable assurance for achieving the abovementioned
three objectives, and the effectiveness of the internal control system may also vary due to changes
in the environment and circumstances. However, the company’s internal control system has a self-
monitoring mechanism. Once the shortcoming is identified, the company will take cotrective
measures right away.

I1I. The Company determines the items for the effectiveness of the internal control system according
to the “Regulations for the Establishment of Internal Control Systems for Listed Companies”
(hereinafter referred to as the “Regulations™), to determine whether the design and implementation
of the internal control system is effective. The judgment items of the internal control system used
in the “Regulations™ are based on the five components of the internal control system in the process
of management control: 1. Control environment 2. Risk assessment 3. Control operations 4.
Information and communication 5. Supervision. Each component includes several sub-items.
Please refer to the “Regulations” for the preceding item.

IV. The Company has already adopted the abovementioned judgment items of the internal control
system to determine and evaluate the effectiveness of the design and implementation of the internal
control system.

V. On the basis of the results of the abovementioned assessment, it believes that the internal control
system of the Company on December 31, 2018 (including the supervision and management of
subsidiaries), including the level of achieving the operational effectiveness and objective of
efficiency, the reliability of financial reports, and the design and implementation of the relevant
internal control system regarding relevant compliance with the laws and regulations which are valid
and can be reasonably ensured the achievement of the abovementioned objectives.
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VI. This declaration will be included in the main content of the company’s annual report and will be
announced to the public. If the abovementioned content is false or not disclosed, it will be involved
with legal liabilities such as Articles 20, 32, 171 and 174 of the Securities and Exchange Act.

VII. This declaration was approved by the board of directors of the company on March 19, 2019. Among
the five attending directors, there were 0 objections, and the rest of the attending directors agreed
to the content of this declaration.

Green World Hotels Co., Ltd.
Chairman: HSIEH,HSIEN-CHIH Signature
General Manager: HSIEH,HSIEN-CHIH Signature
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2. Itis requested to entrust a certified public accountant to review the internal control system by
the Securities and Futures Institute, and the accountant’s review report should be disclosed:
None

(X) In the most recent year and as of the published date of the annual report, the company and its
internal personnel were punished according to law, and the company’s penalties for violation
of the internal control system by its internal personnel were mainly missing and improved:
none.

(XI) Important resolutions of the meeting of shareholders and the board of directors in the most
recent year and as of the published date of the annual report:
l.Important resolutions of the board of directors

Meeting | Meeting Content of meeting
date | type |

Passed the case of purchasing the Green World Triplebeds hotel from Mai
Co., Ltd.

Passed the case of renting the Green World Triplebeds Hotel from Mai
Board of |Co., Ltd.

Directors|Passed the case of purchasing business equipment and lease improvement
construction project

Passed the case of amendments to the "Rules of procedure for meetings of
its board of directors" of the Company

2018.02.26

Passed the case of auditing the effectiveness of the internal control system
Passed the case of the "Internal control system declaration”

Passed the case of recommendations from the Remuneration Committee
Passed the case of discussing the compensation of employees and

Board of |directors

Directors [Passed the case of the final accounts in 2017

Passed the assessment case of competency and independent status for the
certified public accountant

Passed the case of relevant resolutions of the 2018 general shareholders
meeling

2018.03.27

Passed the case of appointing the new audit supervisor

Passed the case of amending the company’s articles of incorporation
Passed the case of submitting the report of the implementation of the 2014
annual capital reduction for covering loss to the shareholders meeting
Passed the case of conducting the private preferred stock from 2006 to 2007
Board of and the implementation of the private common stock from 2009 to 2014
Directors Passed the case of adding the shareholders meeting in 2018

Passed the case of applying for trading in the OTC market for the private
fundraising stock of the company over the years to the securities authorities
and applying for public offering cases

Passed the case of signing a financial advisory entrustment contract with
Mega Securities

Passed the case of recommendations from the Remuneration Committee

2018.05.15

Board of Passed the case of authorizing the chairman to conduct the lease of new

2018.06.26 Directors iconstruction building

| Board of s :
2018.08.08 Directors The company’s financial statement for the first half of 2018

2018.11.09 | Board of |Passed the case of appointing the zeneral manager of the compan;
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| Meeting

Meeting
ype

Directors

Content of meeting |

Passed the case of changing the position of the chief strategic officer
Passed the case of changing the branch office manager of Green World
Zhongxiao

Passed the case of the company’s 2019 annual audit plan

Passed the case of the company’s 2019 budget and operating plan

Passed the case of insuring liability insurance for directors and supervisors
and managers

Passed the case of changing the company’s organization chart

Passed the case of assigning the directors and supervisors for subsidiaries
Passed the case of the internal audit system and amendment to the internal
control system of the company

Passed the case of waiving the prohibition on the directors’ non-
competition restriction

Passed the case of waiving the prohibition on the directors’ non-
competition restriction

Passed the case of providing assessment opinion by the securities firm that
conducts the private common stock in 2012

Passed the case of the relevant matters discussed in the first shareholders
meeting in 2018

Passed the case of the recommendations by the Remuneration Committee

2018.12.04

2019.03.19

Board of
Directors

Board of
Directors

Discussion on the cancellation of the shareholders’ temporary meeting
Discussion on the Appointment of the Company’s Hotel Operations
Division

Discussed the case of assessment of the competency and independent
status for the certified public accountant, and the remuneration for
entrustment

Passed the case of the assessment of the effectiveness of the internal control
system and the issuance of the "Internal control system declaration”
Passed the case of recommendations from the Remuneration Committee
Passed the case of the 2018 annual accounts

Passed the case of amendment to the "procedures for acquisition or
disposition of assets"

Passed the case of amendment to the “Articles of Incorporation”

Passed the case of "Green World Mai — ZhongShan" rental contract renewal
Passed the case of the resolutions and related matters of the 2019
shareholders meeting

Passed the case of establishing subsidiary by investing NT$5 million
Passed the case of "standard operating procedures for conducting directors’ |
rupnﬂunen

2. Important resolutions of the shareholders meeting

Meeting Meeting type Important resolutions Implementation status
date
2018.06.26 | 2018 shareholders |3. Ratified the 2017 Annual |Implementation finished
meeting Statement
4, Ratified the distribution of
the 2017 annual earnings
5. Passed the case of

amending the company’s
articles of incorporation
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" Meeting | Meeting type Important resolutions Implementation status
date

'6. Passed the case of
conducting the private
preferred stock from 2006
to 2007 and the private
common stock from 2010
to 2014

(XII) In the most recent year and as of the published date of the annual report, the directors or
supervisors have different opinions on the important resolutions passed by the board of directors
and have retained a record or written statement. The main content is: None.

(XIII) Summary of the resignation of the company’s chairman, general manager, accounting
supervisor, financial supervisor, internal audit supervisor and R&D supervisor In the most

recent year and as of the published date of the annuai report:
April 30, 2019

. On board Date of Reason for resignation or
Position Name date dismissal dismissal
Internal audit HUANG,YU- .
supervisor FANG 2017.08.02 | 2018.04.12 | Personal career planning
General HSIEH,CHANG- .
manager CHENG 2017.6.1 2018.11.1 | Personal career planning
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V. Information of the certified public accountant’s professional fees
The company’s use of the range of fees to reveal the accountant’s professional fees information:

a.Accountant information
| Name of the » . |
accounting firm Name of the accountant Auditing period Remarks !
KPMG CHANG,SHU-| CHIH,SHIH- Year 2018
Taiwan YING CHIN ) |
b.Accountant’s professional fees range
| Professional feesitem | Audit Non-audit
e TSN professional | professional Total
Amount range 1 fees fees
1 |Less than 2,000,000 NTD v
2 2,000,000 NTD (included) ~ v v
4.000.000 NTD
3 4,000,000 NTD (included) ~
6.000.000 NTD
4 6,000,000 NTD (included) ~
8.000.000 NTD
5 8,000,000 NTD (included) ~
10.000.000 NTD
6 |10,000,000 NTD or more
Amount unit: NT$1,000
Name of Audit Non-audit professional fees Accountant
accounting Name of fossional ] T T Auditing | Remark
firm accountant | Professiont gystemy Business | Human | Otherd Sl uditing arky
fees . . . [ ers Subtotal eriod
design |registration resources P
KPMG |CHANG,SHU-| Report
Taiwan |YING of
| 2,880 0 0 0 325 325 | Year 2018
CHIH, SHIH- transfer
CHIN pricing
() If the ratio of non-audit professional fees, paid to the certified public accountant and the
certified public accountant’s affiliated office, accounts for more than one quarter of the audit
professional fees, the non-audit professional fees, the audit professional fees and the content
of the non-audit service it shall be disclosed: none.
(IT) When changing the accounting firm and the accounting professional fees paid are less than the

previous year, the reduced amount of the accounting professional fees, proportion, and reason
for reduction shall be disclosed: None.

(Im)

If the audit professional fees are reduced by 15% or more compared to the previous year, the

reduced amount of the accounting professional fees, proportion, and reason for reduction shall
be disclosed: None.

VI. Information of changing the accountant: None.
VII. The company’s chairman, general manager and the managerial officer responsible for financial or
accounting affairs, who has worked in the office of the certified public accountant or the affiliated

-52-



enterprise in the most recent year, his or her name, position title and employment period in the
office of the certified public accountant or the affiliated enterprise shall be disclosed: None.

VIIL In the most recent year and as of the published date of the annual report, the shareholding transfer
and change of equity pledge status for the directors, supervisors, managerial officers, and
shareholders holding more than 10% of the total issued shares:

(I) Changes of shareholding status for the directors, supervisors, managerial officers and major

shareholders
Unit: stock share
Year 2018 as of April 30, 2019
Positi N Number of |Pledged number| Number of nll:::gg: g £
osition ame shareholding of shares shareholding hare
Increase Increase Increase Shares
Increase
(decrease) (decrease) (decrease) (de )
number number number crease
number
Shenyan Investment Co., 7,930,502 0 7,930,502 0
Ltd. 0 0 0 0
. Shenyan Investment Co.,

Chairman |, ¢ 3,983,852 of 5,183,852 0
Representative: 2,030,000 0 1,200,000 0
HSIEH.HSIEN-CHIH
Shenyan Investment Co.,

Director Lid. 13,000 0 13,000 0
™ Representative: 0 0 0 0
HSIEH.HSIU-MEI
H.1.S Hotel Holdings Co., 55,961,455 0 55,961,455 0
Led. B 0 0 0 0l
. H.LS Hotel Holdings Co., [
Director 1 o4 0 0 0 0
Representative: Kodaka 0 0 0 0
Kouji ! {
. 1,811,798 0 1,811,798 0
Yiyaun Investment Co., Ltd. 0 0 0 0
Director |Yiyaun Investment Co., Ltd. 0 OI 0i 0
Representative: Hirabayashi |
: 0 0 0 0
Akira | | —;
Independent 0 0| 0| 0
ditector LIU,SHUI-SHENG 0 0 0 0
Independent 0 0 0 0
director | UrYFTSAL 0 0 0 0
. 0 0 0 0
Supervisor |LIU,TANG-KUN 0 0 0 0
Supervisor |LIU,CHIA-MING 2’855’663 g 2’855’663 g
. 0 0 0 0
Supervisor |KAO,YI-HSING 0 0 of 0
General
menager |HSIEH,CHANG-CHENG 55 ool d 4,000 0
(Note 1) ’
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Year 2018 as of April 30, 2019
Positi N Number of |Pledged number| Number of nP::gegfd £
ositiont ame shareholding of shares shareholding " n ©
Increase Increase Increase Is ares
(decrease) (decrease) (decrease) ( d';g::::)
number number number number
General
3,983,852 0 5,183,852 0
manager | HSIEH,HSIEN-CHIH 2,030,000 0 1200000 0
(Note 1) |
0 0 0 0
Manager 'WU,YU-CHI 0 0 0 0
Manager |CHIEN,SHUN-KUEI 0 : 0 :
0 0 0 0
Manager |LIN,HSIU-JUNG 0 0 0 0
0 0 0 0
Manager |TSULCHIEH-MIN 0 0 0 0
0 0 0 0|
Manager |YANG,KUN-HUI 0 0 0 0|.
Manager |CHEN,HUI-CHING 0 a d 0
’ 0 0 0| 0
Manager |CHANG,YU-SHAN | 0 ; :
Chief 0 27,000
operating . . 10,000 0 0 0
officer |7 ukal Yohe 27,000 0
_(Note2) | ~
Chief 0 0 0 0
financial |WU,PANG-MING 0 0 0
0
officer
Major  |Shenyan Investment Co., 7,930,502 0 0 0
shareholder | Ltd. . 0 0 0 0
Major |H.LS. Hotel Holdings Co., 55,961,455 0 55,961,455 0
shareholder |Ltd. 0 0 0 0

Note 1: The general manager HSIEH,CHANG-CHENG resigned on November 1, 2018, and the chairman HSIEH,HSIEN-
CHIH is serving as the acting general manager

(II) Information of directors, supervisors, managers and major shareholders’ equity transferring to
their related parties: None.

(IMInformation of directors, supervisors, managers and major shareholders’ equity pledge to their
related parties: None.
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IX. Information on the relationships between the top ten Shareholders of the company.

April 30, 2019

Spouse, Under the name of |The name and reiationship of the top ten
Personal underage others shareholders who are a spouse or a
Holding shares children Holding shares in |relative within the second degree of] Remarks
Name Holding shares total kinship to another top ten shareholder, | o r08r
Holding |Numb| Holdin Holding |
Num] ber of shares | er of |g shares N"m] be:of shares (or gﬁ? :me) | Relationship
Ratio |shares| Ratio Ratio |

H.LS. Hotel .
Holdings Co, Lid, | 53961:455 51% 0 | 0% 0 0% None None None
Shenyan Investment| ;g4 50l 723% 0 | 0% 0 0% None None None
Co., Ltd.
WU ZIYANG 3,967,591] 3.62% O 0% 0 0% None None None
LIU,CHIA-MING 2,855,667 2.60% 0 | 0% 0 0% None None None
BAO MA ASSET |
AT T & 2830000 258% 0 | 0% | 0 0% None Nome | Nome
CO.. LTD
CHENG,YA-YING | 2,773,616 2.53% 0 | 0% 0 0% None None None
e 5,183,852 472% 0 | 0% 1,520,547'l 1.39% None None None
Yiyaun ~Investment| | 4y) 08l 165% 0 | 0% o | o% None None None
Co., Ltd. |
LALCHING-KUNG| 1,800,000 1.64% 0 | 0% 0o | % None None None
AnnJi |
Pharmaceutical Co.,| 1,600,000, 1.46% 0 | 0% 0 | 0% None None None
Ltd, ! .

X. The number of shares on the same reinvested business, held by the company, the company’s directors,
supervisors, managers and the business directly or indirectly controlled by the company, and the
calculation is based on the sum of the comprehensive shareholding ratio: None.
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Four. Fundraising status

19
]

I. Capital and stock shares:
(1) Source of stock shares Unit: NT$1,000, 1,000 shares/as of April 30, 20
Authorized avital | Paidep capital Remerk
Amount of |
Year Price of stock shares is|
issuance| Numnber of Number of . pledged by
Month (Dollars)| ~ shares Amount shares Amount Source of capital stock the : Others
other than
cash
L8 15 47.000 470.000 32.004) 320.000| Cash increase of 50,000,000 NTD - Nene
120905 | 10| 47.000] 470000  [6000| __ 160,000{Capital reduction of 160.000.000 NTD [ote 1] . None
599 07 100 47000 470000 _ 32000 320000|Cash increase of 160.000,000 NTD - None
200009 100 470000 470000  47.000] __ 470,000|Cash increase of 150.000.000 NTD (Nots 21 - None
2001.03 20 09000 990000,  60.000] 600,000 Cash increase of 130.000.000 NTD (Note 3) - None
2002.01 12 09000 990000] 70000, 700000]Cash increase of 100.000.000 NTD (Mot 4 = None
2002.07 15 99000, 990000] 90000 900000|Cesh increase of 200.000.000 NTD (Note 5. - None
|2003.09 10 99000 990,000 _ 99.000 __ 990.000|Cash increase of 90.000.000 NTD (Note 6, - None |
200402 | 12| 130000 _ 1300.000] _ 115,000, 1190 000|Cash incresse of 240,000,000 NTD {Note 7 - None
2004.08 11| 1500000 1500.000] 133250, 1332 500|Cash increase of 142,500,000 NTD (“ote §) = None
20012 | 783 200000 2000000 134757 1,347,570 "hc convertible corporate bonds transferred to common - | None
200603 | 626 200000 2,000,000 141,786  1417,860| " onvertible corporatc bonds trmsferred fo common . None
2006.08 10| 200000, 2000000 51386 513.860|Capitul reduction of 904,000,000 NTD (Note 10, - None
2006.09 35| 200000 2000000 111386  1,113,860( e vash Bandaising increase of type A proferred shares - None
200612 | 35| 250000 2500000 178758  1,787,sg3| e Tt issnance of privets ceh Rukraing incrosse of - | None
2007.01 35| 250000( 2500000 211,386  2,113,860[ T S5 F”L',‘,iu’f O ot £700 e inorosse of . None
|2007.10 10f 250000 2500000 212,101  2,121,010[ 1 Xmvertible corporate bonds transferred to common - | None
2007.12 10| 250000 2,500,000 213284  2,132,836| oo comvertible corporate bonds trnsferred to conumon Nore
3008.01 10, 250000] 2500000 75711 757.108|Capital reduction of 1.375 728 000 NTD (Note 16 1 “None
200801 | 12.14 250,000 2,500,000 89,125 s91,252|.3:';:: %'Tf:;“;;’ 144 Do Ty inoemeso 0 None
2008.03 100 250000 2500000 89,138 891,361 e comvertbls corporate bonds ransferred to common None
200910 | 164] 250000 2500000 89219 892,190 v Tiret employee stock option subscription conducted in Nene
i The first employee stock option subseription conducted in
2006 was 2,196,000 NTD (Nose 19)
2010.04 250,000 2,500,000 89923 899,235 ;&?&f‘gﬂ’ém&kgﬁ;‘; subscription conducted in None
The first employee stock option subscription conducted in
2007 wes 4.195 000 NTD { Note 19|
201007 | 763 250000 2,500,000 109,603  1,096,035[ o0 o oo fundraising increass of common stock of - | None
TS Private cash fundraising increase of common stock of
2013.03 5| 250000 2500000 118803 1,188,035/46,000,000 NTD i None
MNote 21|
201408 | - 2500000 2,500,000 30295  302,949| Semital reduction for covering the losscs of 885,085,940 None
201409 | 1902 250000 2500000 40295  4u2,949| 7" coeh ndvaising Mercass of common stock of None
2014.11 35| 250000 2500000 50205 502.949|7r e a8 hndvaising erease of common stock of None
2016.08 3 250000 25000000 53,767 537,669|30 e oot fupdraising increase of common stock of | None
201702 | 2006 250000 2,500,000 80,634  80s339|orvers cesh fundraising increase of oommon stock of | None
201706 | 2004 2500000 2500000 109,728  1,097,283(75e Se Rndaising Dhorcase of common stook of | None

Note 1:Approved by the Science and Industrial Park Administration on June 9, 1999, with No. 12455.
Note 2:Approved by the Securities and Futures Commission of the Ministry of Finance on July 5, 2000, with (89) Tai-Cai-
Zheng~{I) No. 57780.
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Note 3:Approved by the Securities and Futures Commission of the Ministry of Finance on Fanuary 5, 2001, with (90) Tai-Cai-
Zheng~(T) No. 104483,

Note 4:Approved by the Securities and Futures Commission of the Ministry of Finance on November 14, 2001, with (90) Tai-
Cai-Zheng-(I) No. 169191,

Note 5:Approved by the Securities and Futures Commission of the Ministry of Finance on May 31, 2002, with (91) Tai-Cai-
Zheng~I) No. 129614.

Note 6:Approved by the Securities and Futures Commission of the Ministry of Finance on July 11, 2003, with Tai-Cai-Zheng-
(1) No. 0920131173.

Note 7:Approved by the Securities and Futures Commission of the Ministry of Finance on November 18, 2003, with Tai-Cai-
Zheng-(1) No. 0920154648.

Note 8:Approved by the Securities and Futures Commission of the Ministry of Finance on August 18, 2004, with Jin-Guan-
Zheng-Yi-Zi No. 0930136859, and the amendment was approved by the Securities and Futures Commission of the Ministry of
Finance on October 26, 2004, with Jin-Guan-Zheng-Yi-Zi No. 0930147512 .

Note 9:Approved by the Securities and Futures Commission of the Ministry of Finance on July 27, 2005, with Jin-Guan-Zheng-
Yi-Zi No. 0940125495,

Note 10:Approved by the Financial Supervisory Commission of the Executive Yuan on August 14, 2006, with Jin-Guan-Zheng-
Yi-Zi No. 9550129898,

Note 11:Approved by the Science and Industrial Park Administration on November 1, 2006, with Yuan-Tou-Zi No. 0950029233.
Note 12:Approved by the Science and Industrial Park Administration on February 6, 2007, with Yuan-Tou-Zj No. 0960003829
Note 13:Approved by the Science and Industrial Park Administration on April 9, 2007, with Yuan-Tou-Zi No. 0960008954,
Note 14:Approved by the Science and Industrial Park Administration on October 4, 2007, with Yuan-Tou-Zi No. 0960027010.
Note 15:Approved by the Science and Industrial Park Administration on December 19, 2007, with Yuan-Tou-Zi No. 0960034680.
Note 16:Approved by the Science and Industrial Park Administration on January 29, 2008, with Yuan-Tou-Zi No. 0970002590.
Note 17:Approved by the Science and Industrial Park Administration on April 25, 2008, with Yuan-Tou-Zi No, 9770011434,
Note 18:Approved by the Ministry of Economic Affairs on October 20, 2009, with the letter of Shou-Shang-Zi No, 09801241400.
Note 19:The first employee stock option subscription conducted in 2006 was 2,196,000 NTD. The second employee stock option
subscription conducted in 2006 was 654,000 NTD, The first employee stock option subscription conducted in 2007 was
4,195,000 NTD. It was approved by the Ministry of Economic Affairs on May 6, 2010, with the letter of Shou-Shang-Zi No.
09901089310.

Note 20:Approved by the Ministry of Economic Affairs on September 28, 2010, with the letter of Shou-Shang-Zi No.
09901218600.

Note 21:Approved by the Ministry of Economic Affairs on May 7, 2013, with the letter of Shou-Shang-Zi No. 10201083890.
Note 22:It was approved by the Financial Supervisory Commission on August 12, 2014, with Jin-Guan-Zheng-Fa-Zi No.
1030029549,

Note 23:Approved by the Ministry of Economic Affairs on September 23, 2014, with Shou-Zhong-Zi No. 10333705610.

Note 24:Approved by the Ministry of Economic Affairs on November 26, 2014, with Shou-Zhong-Zi No. 10301244780.

Note 25:Approved by the Ministry of Economic Affairs on September 8, 2016, with the letter of Shou-Shang-Zi No.
10501221690,

Note 26:Approved by the Ministry of Economic Affairs on February 14, 2017, with the letter of Shou-Shang-Zi No.
10601015920,

Note 27:Approved by the Ministry of Economic Affairs on June 07, 2017, with the letter of Shou-Shang-Zi No. 10601071030,

~ Approved stock capital

Type of stock shares Outstanding shares | Unissued shares Total Remarks

50,294,888 shares of OTC

company

The private common stock of

104,701,589 shares (including

listed private commeon stock of
| 45,268,134 shares and unlisted
| private common stock of

| 59.433,455 shares)

Named

common shares 109,728,343 140,271,657 250,000,000

" Related information on the general declaration system: Not applicable.
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(II) Structure of shareholders

April 30, 2019
Unit: stock share

T . . Jy o i
-Eéﬂs‘m':rucz]t:lrg;r)s GovernmengF inancial cc:) o : p ]; r :t e Individual fnstitlrltiinls g:emtd1 Total
Amount = - agencylnstltutlonpersons foreigners
Number of people - 1 23 1.295 12 1.331
Number o 342,012 | 19,523,367 33,726,377 56,136,587 109,728,343
shareholding
Sharcholding ratio - 0.31% 17.79% 30.74%)| 51.16% 100%
(111) Dispersion of equity April 30, 2019
Range of shareholding Sfm“‘;l'flfi:fs sh“ﬂ“g;‘;?ﬁ Shareholding ratio:‘
1 to 999 944 220,477 0.20%
1.000 - 5.000 218 435,420 0.40%)
5.001 - 10.000 40 300,100 0.27%)
10,001 - 15,000 20 238,460 0.22%]
15.001 - 20.000 8 138,650 0.13%]
20.001 - 30,000 16 399,128 0.36%
30.001 - 40,000 8 288,495 0.26%
40.001 - 50,000 7 323,230 0.29%
50.001 - 100.000 16 1,139,974 1.04%
100.001 - 200.000 14 2,281,813 2.08%
200,001 - 400.000 14 4,332,762 3.95%
400.001 - 600.000 8 3,822,623 3.48%
600.001 - 800.000 1 696,000 0.63%
800.001 - 1.000.000 2 1,821,361 1.66%
1.000.001 - 9.999.999.999 15 93,289,850 85.03%
Total 1,331 109,728,343 100%|
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(IV) List of major shareholders . April 30, 2019

Name of ;najc;r sharefiotders—__ Sharcs Number of shareholding] ~ Shareholding ratio

H.I1.S. Hotel Holdings Co., Ltd. 55,961,455 51.00%,
AFRFARAE =. 7,930,502 7.23%
e | 5183852 4.12%)
e 3,967,591 3.62%
TP 2,855,667 2.60%
¥ 3t 2,773,616 2.53%
RBMEREF IR H R F 2,650,000 2.42%
— BRI T H R4 4] 1,811,798 1.65%
wHE 1,800,000 1.64%
BXEBREH MR E 1,600,000 1.46%

(V) Information on stock price per share, net value, surplus, and dividends in the most recent two years
Unit: NT$/1000 shares

Year Asof
Items 2017 2018 March 31, 2019
Highest 29.75 23.8 20.4
pershare [y oot 20.60 17 17
market price |-
Average 23.62 20.71 18.01
Net value per [Before distribution 1595 16.32 Note 2
share  |After distribution 15.95 16.32 Note 2
Earnings per Weighted average shares 95,366,736 109,728,343 109,728,343
share  |Eamings per share 0.51 0.37 Note 2
Cash dividends - Note 1 Note 2
Earnings
Non- distribution ] Note 1 e d
pf,r.share compensated |Capital
Dividends |distribution surplus - Note 1 Note 2
distribution
Accumulated unpaid
dividends - _ Note 1 Note 2
Analysis of |PTice-earnings ratio | 46.31! 55.97 Note 2
returnon |Price-dividend ratio | - Note 1 Note 2
nvestment |cysh dividend yield ] - 1 Note 1 Note 2

Note 1: The surplus distribution will be resolved and determined in the shnreimlders meeting of the current year (2019).
Note 2: The financial statement of the first quarter of 2019 has not been audited by the account or obtained as of the published
date of the annual report.
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(VI) The dividend policy and implementation status:

1. Article 22-1 of the Articles of Incorporation of the Company:
If the company’s annual final accounts have a surplus, it should first be reserved to pay taxes
and cover the losses in the past, and then 10% should be reserved for the statutory surplus
reserve. However, it is not limited to the statutory surplus reserve that has reached the
company’s paid-in capital. Moreover, it depends on the operational needs and statutory
requirements whether to reserve or reverse the special surplus reserves. The remaining surplus
and the undistributed surplus at the beginning of the period will be distributed upon the
resolution of the shareholders meeting proposed by the board of directors.
Article 23 of the Articles of Incorporation 'of the Company:
When distributing dividends, the cash dividends will be given priority as the Company
considers the future operation and the cash flow demands of the company, and the ratio of
surplus distribution in cash shall not be less than 20% of the shareholders’ dividends in the
current year.,

2.Implementation status: The 2018 surplus distribution will be proposed for approval in the

meeting of the board of directors and shareholders.

(VII) The impact of the proposed non-compensated shares distribution on the company’s business
performance, earnings per share and return on shareholders’ investment: Not applicable.

(VIII) Remuneration of employees, directors, and supervisors:
1. The percentage and scope of remuneration for employees, directors, and supervisors
stipulated in the company’s articles of incorporation:

Article 22 of the Articles of Incorporation:

If the company has profit in the current year, it shall reserve 0,7% to 10% for the employee’s
remuneration and the directors and supervisors’ remuneration shall not be more than 1%.
However, if the company still has accumulated losses, the amount shall be reserved in
advance.

The employees compensated with stock or cash in the preceding paragraph, including the
employees from the subsidiary companies that meet certain criteria.

Article 22-1 of the Articles of Incorporation:

If the company’s annual final accounts have a surplus, it should first be reserved to pay taxes
and cover the losses in the past, and then 10% should be reserved for the statutory surplus
reserve. However, it is not limited to the statutory surplus reserve that has reached the
company’s paid-in capital. Moreover, it depends on the operational needs and statutory
requirements whether to reserve or reverse the special surplus reserves. The remaining
surplus and the undistributed surplus at the beginning of the period will be distributed upon

the resolution of the shareholders meeting proposed by the board of directors.

2. In the current period, if there is a difference between the estimated number of shares and the
estimated amount of the remuneration for the employees, directors, and supervisors, the
calculated cash amount based on the number of shares and the actual distribution amount, the
handling of accounting is: Not applicable.

3. The distribution of compensation approved by the board of directors: not yet resolved by the
board of directors.

4, The actual remuneration distribution status of the employees, directors and supervisors in the
previous year (2017) (including the distributed number of shares, amount and share price and
stock price). And if there is a difference between the recognized remuneration of employees,
directors, and supervisors, the amount of the difference, reason, and handling status shall be
stated:
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Unit: NTD

‘ Items Recognized Actual Amount |
expense amount | distributed of

| . amount | difference |
Employee 339,085 339,085 -

| remuneration | | ]
Remuneration 0 0 - |
of directors
and

| supervisors -

(IX) The company bought back the company’s share capital: None.

II. The status of corporate bonds: None.

IIL. The status of preferred shares: None.

IV. The status of overseas depositary receipt: None.

V. The status of employee stock option subscription and restriction on employee’s entitlement to new
shares: None.

VI. The status of acquiring or transferring new shares of other company: not available.

VIIL. The Implementation status of the fund utilization plan: None.
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Five. Overview of Business Operation

1. Content of Business Operations
(D) Business scope

1. The company’s resisted businesses are as follows:
(1) F401010 International trade industry.
(2) JEG1010 Rental industry.
(3) F601010 Intellectual property rights industry.
(4) 1199990 Other consultancy services industry.
(5) 1301010 IT software services industry.
(6) 1299990 Other commercial services industry.
(7) J202010 Industrial cultivation industry.
(8) 1901020 General hotel industry .
(9) ¥701020 Amusement park industry .
(10) J701040 Recreational activity industry .
(11) JA03010 Laundry industry .
(12) 1103060 Management consultancy industry .
(13) JZ99080 Beauty salon services industry .
(14) F102050 Tea wholesales industry .
(15) F102170 Food and wholesale industry .
(16) F201010 Agricultural product retail industry .
(17) F203010 Food and beverage retail industry .
(18) F206020 Daily commodities retail business industry.
(19) F501030 Beverage shop industry .
(20) F501060 Restaurant industry.,
(21) G202010 Parking lot management industry .
(22) H703090 Real estate business .
(23) H703100 Real estate leasing industry .
(24) F203020 Tobacco and liquor retail industry .
(25) F399040 No storefront retail industry.
(26) 1901011 Tourism hotel industry
(27) 2299999 In addition to the licensed business, it can operate businesses that are not
prohibited or restricted by the laws.

2. Operating percentage
Unit: NT$1.000: %

[

= Year- ~ Year 2018 |
Items = Amount Pe"’en‘ag‘: N
__revenue (%)
Hotel room revenue | 1,027,763 88.46
Hotel catering 105,928 9.12
services revenue [
Hotel management 1,930 0.17
consultant revenue :
Lease revenue 25,721/ 221
Reta.ﬂ product 444 0.04
service _ |l
Total 1,161.786 100.00
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3. Current products (services)

In 2018, the operating revenue was mainly from the revenue of providing hotel rooms

in the hotels. The company currently has the following hotels:

Shopping District

Dlsmcé;ﬂ_Tmpm Hotel name Related information
Ximending Address: No. 141, Kunming St., Wanhua Dist,,
Shopping District Taipei City 108, Taiwan (R.O.C.)

Wanhua Shopping | eV v orld Hotel Tel: 02-23118863

District i

Ximending Address: No. 21, Section 1, Chongging South
Shopping District Road, Zhongzheng District, Taipei City

Taipei Main | Green World Station Tel: 02-23819199

Station Shopping

District ;
Ximending Address: 13F., No. 41, Section 1, Zhonghua Road,
Shopping District | o World  Hotel | Zhongzheng District, Taipei City

et - Main | 7 ongHua Tel: 02-23705158

Station Shopping el Ve

District

Address: No.30, Huaining St., Zhongzheng Dist.,

Ximending Taipei City 100, Taiwan (R.0.C.)

Shopping District | Green World Flora Main | A 44rese: N : Hank

Taipsi  Main | Green World Flora ss: No. 36, Section 1, Hankou Street,
Station Shopping | Division Zhongzheng District, Taipei City, Taiwan

District (R.0.C)

Tel: 02-23123811

‘Nangang Address: No.8, Sec. 3, Nanjing E. Rd., Zhongshan
Financial _ Area | oot World O | gt Toipe City 104, Teiwan (R.O.C)

Shopping District | o0 & Tel: 02-25098882 |
Nangang Address: No.140, Sec. 1, Jianguo N. Rd,
Financial  Area | Green World Jianpei Zhongshan Dist., Taipei City 104, Taiwan (R.0.C.)

Tel: 02-25095151

Nangang .
Financial  Area
Shopping District

Green World Mai -
Nanjing

Address: No. 163, Section 2, Nanjing East Rd.,
Zhongshan District, Taipei City
Tel: 02-25035511

Linsen North
Road Shopping

Address: No.485, Songjiang Rd., Zhongshan Dist.,
Taipei City 104, Taiwan (R.0.C.)

District Green World Songjiang | 1. 05.25098222

Xingtian Temple | _
Linsen North . Address: No.617, Linsen N. Rd., Zhongshan Dist.,
Road Shopping g::n ezl-lV(V)%rﬁlgeLmsen Taipei City 104, Taiwan (R.0.C.)

District Tel: 02-25955225

Zhongshan N. Rd

Shopping District | Green World Sansui Address: No.181, Sec. 2, Zhongshan N. Rd.,
Linsen North | Green World Qingtian Zhongshan Dist., Taipei City 104, Taiwan (R.0.C.)
Road Shopping | Green World Xiemei Tel: 02-25971281

District
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Dlsmc(t:;:' Taipel Hotel name Related information
. ' N Address: No.15, Ln. 105, Sec. 1, Zhongshan N.
Linsen North | Green World Hotel . e e .
Road Shopping | Green World Mai - (I}:(,) (Z:h)ongshan Dist., Taipei City 104, Taiwan
District ZhongShan Phone: 02-25429511 )
Dlsmcé;ﬁTmpel Hotel name Related information
. . Address: 1F., No.180, Sec. 4, Zhongxiao E. Rd,
sestern DISTCt Of | Green World Zhongxiso | Dean Dist., Taipei City 106, Taiwan (R.0.C.)
aipel Tel: 02-27116869 |
Rache Street | Green World Songshan Ad.drqss:_lF.,No.14.9, Yucheng St., Nangang Dist.,
Shopping District | Branch Office Taipei City 115, Taiwan (R.0.C.)
SHOPpIng Tel: 02-27837088
Nankang Railway Address: 8F., No.528, Sec. 7, Zhongxiao E. Rd.,
Station Nangang Dist., Taipei City 115, Taiwan (R.0.C.)
Nankang Green World NanGang | Tel: 02-27893009
Economic  and
| Trade Park
Taipei Arena . Address : No.16, Sec. 4, Bade Rd., Songshan Dist.,
Songshan Cultural | oot 'World Triplebeds | 1oipe; city 105, Taiwan (R.0.C)
' and Creative Park Tel: 02-27630555

4. New products (services) planned to be developed
Green World Triplebeds, the first hotel that combines with robots for luggage

carrying, instant translating, sensory alarm clocks, automatic payment machine and Taipei

VR tourism, was officially in business in April of 2018. The company is expected to open
more intelligent hotels that combine cutting-edge technologies, depending on the market
acceptance in the future.

(II) Overview of the industry

1. The current situation and development of the industry

Taiwan is a typical island country that is surrounded by the sea, and it has great potential
for developing the tourism industry with its unique tourism resources and warm and friendly
people on the island. The government has been actively promoting the tourism industry and
the “2017 Competitiveness Report for the Tourism Industry” published by the Swiss World
Economic Forum, indicating that Taiwan’s competitiveness in the tourism industry is ranked
30th in 136 countries around the world, and the rank is up by 2 compared with 2015. The
country has advantages in the aspect of "mobile network coverage" and " improvement in
public health and sanitation". However, its feedback on “environmental sustainability” is

relatively poor due to the lack of awareness of environmental protection and conservation.
In recent years, although the number of mainland Chinese tourists visiting Taiwan has

drastically reduced due to changes in the tourism policy of mainland China, the total number

of tourists visiting Taiwan in 2018 and 2017 did not significantly decrease and remained at
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the same level as in 2016, with the government’s policy of promoting Taiwanese tourism in
Southeast Asian countries. However, the number of mainiand Chinese tourists still has a
certain impact on the development of the tourism industry. In addition, the number of local
tourists traveling abroad increased by 1,065,656 in 2017, which has a growth of 7.3%
compared with 2016. The ratio of the number of tourists visiting Taiwan to the number of
tourists traveling abroad is 1:1.45, which is even higher than the ratio of 1:1.36 in 20186,
indicating that the local tourists traveling abroad is becoming a popular trend which is also
one of the indirect factors affecting tourists traveling to Taiwan.

The total counts of tourists traveling to Taiwan was 11.06 million in 2018, which is a
record high, and the number of tourists increased by 330,000 (3.05%) compared with the
number of tourists traveling to Taiwan (10.74 million) in 2017. The number of tourists
traveling to Taiwan (10.74 million) was slightly higher than the number in 2016, with an
increase of 0.59, and 71.2% of the tourists traveling to Taiwan for tourism purposes. The
structure of tourists shows that 2.73 million tourists from mainland China (25.4%), 1.9
million tourists from Japan (17.7%), 1.69 million tourists from Hong Kong and Macao
(15.8%), 1.05 million tourists from South Korea (9.8%), 1.03 million tourists from Europe
and America (9.6%), and 2.28 million tourists from 18 Southeast Asian countries (21.3%).
This also indicates that the tourists from various counties are evenly distributed. Generally
speaking, except for the negative growth (-22.2%) of the mainland Chinese market due to
the policy of restricting tourists traveling to Taiwan, all other major markets have positive
growth, especially the significant growth in the Southeast Asian countries (+27.6%) and
South Korea (+ 19.3%). Among the Southeast Asian countries, the growth of Thailand and
Vietnam is more significant.

As for the increased number of hotels in 2018, the total increased number of general
and legal hotels in Taipei City and New Taipei City is 32, with the total increased rooms of
2,101. The number of tourism hotels increased by one, with the total increased rooms of 150.
The total increased number of rooms in general hotels and tourism hotels is 2,257. In
summary, looking forward to 2019, the hotel industry is still expecting challenges to some
extent, due to these factors: the number of tourists visiting Taiwan is not expected to have
significant growth, the growth number of illegal accommodation business operators, and the
falling number of tourists from mainland China continues.
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The total tourist number of 11.06 million in 2018 was slightly higher from the number of
10.74 million in 2017. In terms of the purpose of traveling to Taiwan, the number of visitors
traveling for tourism purposes declined slightly, and the number of visitors traveling for
business and family purposes slightly increased.
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In 2017, there were 7,648,509 tourists, which In 2018, there were 7,594,251 tourists, which
accounted for 71.22% of the total number of accounted for 68.62% of the total number of

visitors. visitors.

Data source: Tourism Bureau
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In addition, the total number of tourists traveling to Taiwan in 2017, other than the
reducing number of Chinese tourists, the tourists from all other regions have increased. In
2018, the number of tourists from Southeast Asian countries has the highest growth rate,
followed by the tourists from Japan, while the number of tourists from mainland China,
Hong Kong, Macao and South Korea all decreased during the year.

2. The current growth status of room supply in the metropolitan Taipei City

On the basis of the statistics of the Tourism Bureau, the number of hotels and the
number of rooms in tourism hotels and general hotels in Taipei City and New Taipei City
had increased by 1 hotel and 150 rooms in 2018, compared with the number in 2017,

Tourism hotels and general hotels of 2018 Tourism hotels and general hotels of 2017
Region/
Number Of statistics statistics
Hotel Rooms Npmbery Single Double Suits Subtotal |Numbers Single Double Suits Subtotal

New Taipel City g 255| 736 110 Ll141 8[ 295| 736 110 1,141

Taipei City 461 3825 6410] 1331 11566 45[ 3,666' 6,432 1318 11416

Total s 40200 746 1441 1270 ssl 3561 ?.163] 1428] 12,557

Data source: Tourism Bureau
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3. Relevance of industry, middle and lower reaches

The hotel industry aims to provide safe and comfortable accommodations and catering services for
travelers, and the following are related to the industry.

Upstream Middle stream Downstream

Fresh food materials
suppliers

Beverage suppliers
Cther daily supplies —-

Catering
department

i

f
=L i

Ll

Online reservation
Travel agency ms_arvltin-n

Company reservation

,__.g_.

4, Different trends of development and the competition situation of the products provided

(1) Room reservation on the internet and intelligent reservation
With the popularity of smart phones nowadays, daily human activities rely on the Internet
more and more. With the rapid development of Al, the traditional sales and reservation
of hotel rooms has gradually been replaced by the virtual internet. Moreover, customers
can easily find hotel accommodation information and compare hotel room prices on the
internet, thus the online reservation business operators have already become close
partners of the hotels. Therefore, obtaining a good online rating over other competitive
companies in the hotel industry has become one of the key factors to succeed in the
industry.

(2) Competition in the industry is getting more intense
The number of hotel rooms in Taipei City and New Taipei City increased by 150 in 2018.
As the number of tourists from mainland China rapidly declines, this made the
competition of the industry in 2018 even more intensive than in 2017. In addition, new
hotels are expected to be in business in 2018, and the number of hotel rooms is estimated
to increase by more than 1,000 from 2020 to 2022. Therefore, it is expected that the
competition in the industry in 2019 will be as intensive as in 2018, as the growth of
tourists in Taiwan has already slowed down.

(3) In the face of competitive market conditions, but also full of opportunities, the company
will strive to enhance brand awareness, strengthen the Group’s marketing capabilities,
reduce operating costs and make full use of the Group’s resources to create higher returns.

(IIT) Overview of technology and R&D:
In the most recent year and as of the published date of the annual report, no investment in
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the research and development, technology and products.

(IV) Long-term and short-term business development plan

1. Short-term business development plan:
(1) Integrated marketing strategy

A. Marketing for corporate persons:
Utilization of H.L.S. Group resources and integration of its hotel products for the overall
marketing,

B. Marketing of the Online Travel Agency:
From the aspect of the group, the company will create more favorable conditions and
relations with OTA.

C. Marketing of travel agencies:
The company aims for the growing market in the Southeast Asian countries, and we
already have dedicated personnel working on the overseas market,

D. Official website:
Utilization of the membership system: the implementation of the CRM system has
thoroughly carried out the relevant membership operations.

E. Original development:
Implementation of the cross-industry cooperation, diverse utilization of H.LS.
customers, and continual promotion of exclusive accommodation programs with
cooperative business operators.

(2) Cost control strategy
Utilization of technology to improve automation, enhance efficiency, and establish
energy-saving hotels. Large quantity procurement is adopted for reducing the overall
operational costs,

2. Long-term business development plan:

(1) Investment strategy.
A. Investment in increasing the value of the existing hotels.
B. Investment in the expansion of the new hotels.

(2) Brand image strategy.
Improve the quality of service, explore and meet the needs of customers, make the

company’s hotel brand deeply rooted in the hearts of customers, and become the first
hotel with customer satisfaction.
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II. Market and sales overview
(I) Market analysis
1. Target countries of sales

Unit:%

s Yeag Year 2017 Year 2018
Japan 4495 46.93
China 11.15 13.90
Taiwan 11.59 12.24
Hong Kong 0.67 8.06
Korea 6.43 2.90
Others 16.21 15.97
Total 100.00 100.00

The company is in the hotel industry in Taipei City. The company currently does not
have any overseas business location, hence the service areas are only limited to the domestic
market.

2. Market share:
On the basis of the statistics of the Tourism Bureau, the number of hotel rooms in the
Group accounts for 3.72% of the total number of hotel rooms in Taipei, And it accounts for
2.74% if the total number of hotel rooms in New Taipei City is included.

3. The supply and demand condition, and growth of the future market
The current condition of hotels under construction in Taipei City

Hotel name Estimated number | Expected date of completion
of rooms i

Caesar Park Hotel - Nangang 661 2020

Taipei Chingcheng Howard 199 2022

Hotel

The Grand Hi Lai Hotel 420 2022

The analysis of tourists traveling to Taiwan ] _
Number of | Number of tourists Increase or
Region | tourists visiting | visiting Taiwan in Increase ot decrease
¢ . . e decrease %

- Taiwan in 2017 | 2018  Dumber
Southeast 2,137,138 2,430,119 13.71 292,981
Asia _ |
Japan 1,898,854 1,969,151 3.70 70,297
Hong |
Kong and 1,692,063 1,653,654 (2.27) (38,409)
Macau o l )
Mainland |

2,732,549 2,695,615 1.35 36,934
China | (1.35) _ ( )
Korea | E)54,708| 1,019,441 (3.34) (35,267)
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From the abovementioned data and the current market conditions, we can see the trend
of significant growth in the Southeast Asian countries and Japan. However, we also
pay attention to the growth in Korean travelers having already slowed down.

Market growth in the future
With the continuous decreasing number of mainland Chinese tourists and the
continuous increasing number of hotels, despite the fact that the government has been
actively promoting Taiwanese tourism in Southeast Asian countries, domestic tourism
and cruise ship tourism, the market supply and demand is getting unbalanced according
to the growth number of tourists traveling to Taiwan in 2018, hence the competition in
the hotel industry will be even more intensive in 2019.

4, The advantages, disadvantages, and countermeasures of competitiveness and development
prospects
(1) Competitiveness
Since 2017, the Japanese H.I.S. Group had joined the business operations and the
operating performance and financial structure have been significantly improved. With the
utilization of H.L.S. Group resources and integration of its hotel products, it is expected
to have a more competitive edge in the market.

(2) Favorable factors in the development prospect
The company provides quality hotel rooms with affordable prices, increases investment
in enhancing the value of existing hotels, adopts good marketing strategies, cultivates
outstanding talents, and integrates pricing strategies. In addition, the company’s hotels
are located in Taipei City, which is the top location of tourists traveling to Taiwan, hence
the impact on the company of the decreasing number in tourists traveling to Taiwan is
relatively lower.

(3) Unfavorable factors in the development prospect
The main unfavorable factors are the uneven supply and demand in the market, as well
as the confusion of market price caused by illegal hotels and daily-rental suites business
operators. In addition, the declining birthrate is also an issue that will affect the supply of
talents in the hotel industry in the future.

(4) Countermeasures
As for the sales aspect, in addition to increasing the investment in enhancing the value of
the existing hotels, the utilization of H.I.S. Group resources and integration of its hotel
products, implementation of the overall marketing strategy, diverse utilization of H.L.S.
customers, and continual promotion of exclusive accommodation programs with
cooperative business operators, and the implementation of the membership system to
carry out the relevant membership operations.
As for the hotel talents, in addition to the continual cooperative training and training
channels, the company also uses outsourcing manpower. In addition, after the first smart
hotel - Green World Triplebeds - started its business operations, the hotel has effectively
reduced the manpower demand of the hotel.
In terms of the cost control, the company utilizes technology to enhance the automation
operations, increase efficiency and establish energy-saving hotels, and large quantity
procurement is adopted for reducing the overall operational costs.

(II) Important use of main products and the production process

1. Important use of main products
The main products of the company are hotels and hotel services. Please refer to the following
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for details: The business scope - current products (services).

2. Production process

Provide accommodations and catering services to generate revenue.

(IIT) The supply status of main supply materials

The company is in the hotel industry, and the main supply materials are hotel room products,
fresh food materials, etc., and the company has a good relationship with suppliers, thus
supply status is very stable.

(IV) List of the main invoicing customers in the most recent two years
1. The vendor that accounts for more than 10% of the total purchase amount in the most recent

two years: None,

2. The customer that accounts for more than 10% of the total sales amount in the most recent

two years: None,

Unit: NT$1,000
Year 2017 Year 2018
Items Ratio of net | Relationship Ratio of net | Relationship
Name Amount annual sales with the Name | Amount | annual sales | with the
amount | %] issuer amount | %] issuer
Traveler B The chairman| Travelers The chairman
1 309,957 28.29(is the same |B 298,889 25.73|is the same
customer
person customer person
2 |Others 785,774 71.71 Others 862.897 7427
Net sales 1,095,731 100 Net sales| 1,161,786 100
amount amount

(V) The production quantity and sales quantity in the previous two years
1. Production quantity in the previous two years:
The Company is engaged in the business of hotel room rental and catering services. As it is
not in a general manufacturing industry, thus there is no production and sales quantity.
2. Sales quantity in the previous two years:

Unit: NT$1.000

Year | Year 2017 Year 2018
Amount Value Amount Value
{or department)
~
Hotel rooms end catering ||y, oonlicable 1,090,331 Not applicable 1,159,856
services
Hotel advisory services Not applicable 5.400{ Not applicable 1.930
i Total Not applicable 1.095.731] Not applicable 1,161.786
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I11. Information on the emplovees

As of
Year Year 2017 Year 2018 March 31. 2019
Direct employees 344 310 367
Number of :
employees Indirect employees 35 83 88
Total 399, 393 455
Average age 39 40 40
Average
Service vear 1.85 years| 2.05 years 1.97 years
PhD 0% 0% 0%
ratioof | University and 49.37% 52.42% 53%
education college

background | Senior high school 26.06%)| 30.28% 30%

Below senior 0
hizh school 23.57%1 17.05% 15.82%

IV. Information on environmental protection expenditures
(I) Total losses and disposition amount due to environmental pollution in the most recent year:
None.

(II) The countermeasures and possible expenses in the future: The sewage produced by the
customers of the Company during the accommodation period is handled in accordance with
the regulations. Currently, there is no pollution in violation of the regulations, thus major

capital expenditures for environmental protection are not required.

V. Labor-management relations
(I) Important labor-management agreement and implementation status
1. Employee welfare

The Company’s welfare for employees includes the welfare provided by the company and

the welfare provided by the Employee Welfare Committee:

(1) Welfare provided by the company: In addition to the labor insurance and national health
insurance for employees according to the laws, the company also provides a year-end
bonus, one free accommodation for employees every year and 10 discount employee
accommodations, coupon for employee discount accommodation in the hotels of the
parent Japanese company, regular health checkups for current employees, and special
checkup items for particular employees to their benefits.

(2) Welfare provided by the Employee Welfare Committee: In addition to the basic care for
laborers according to the laws, the company has established the Employee Welfare
Committee to take care of the employees and provide them with welfare benefits. The
committee will coordinate the development of various employee welfare plans and is
responsible for the planning and implementation of various employee welfare plans. The
welfare offered includes festival and event subsidies, birthday gifts, wedding and funeral
subsidies, educational subsidies, maternity subsidies, and hospitalization subsidies.

(3) Conduct annual employee meetings to promote the corporate philosophy, motivate

employees, and reward outstanding employees.
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(4) Other descriptions: All are conducted in compliance with the relevant provisions of the
Labor Standards Act, and the employee complaint channel is created to protect the
legitimate rights of the employees. Automated External Defibrillators (AED) are also
available and employees are instructed of their usage. The fire-fighting set is available at
each hotel and regular drills are conducted to prevent any accident due to incidents.

2. Additional studies, trainings, and the implementation status:

In addition to the required education and training for the job position, the appropriate

education, training, technology, and experience for our employees at all levels will be

provided to cultivate the company’s employees and meet the needs of the company’s
development, so that the employee development plan will be able to progress with the
company’s growth. Therefore, it will not only enhance the competitiveness of the company
but also motivate the employees’ self-development.

3. Retirement system and implementation status:

The company’s pension system is conducted according to the Labor Pension Act. Every

month, 6% of the employee’s salary will be deposited into their personal account at the

Labor Insurance Bureau. At present, all employees adopt the new retirement pension system.

There was no employee who retired in 2018.

4. The status of the labor-management agreement:
The company adopts an open and two-way communication on policy promotion and
employee opinions. Each hotel will conduct a monthly meeting to maintain a good
relationship between employers and employees, and a labor-management meeting will be
convened every three months for two-way communication.
(IT) Losses due to labor disputes in the previous three years, and reveal the estimated amount for
now and the future, and the measures in response:
1. The company’s labor-management relations are harmonious and there is no loss due to labor
disputes. The possibility of losses due to labor disputes in the future is extremely low.
2. Measures in response: Not applicable.
V1. Important contracts

et ot The party Start date of the contract | Main content | Restriction

contract _ !

‘Lease contract | (Green-World- 2010/01/01~~2019/12/31 | Lease for None
Sansui) | hotel and hotel
Lee O Oetal. | operations _

Lease contract | (Green World | 2012/03/10~~2027/03/09 | Lease for None
Songjiang) hotel and hotel
Youyu operations
Development Co.,

| Ltd., ete. :

Lease contract | (Green World 2013/06/15~~2028/06/14 | Lease for | None
Station) hotel and hotel
Baisi Asset operations
Management Co.,
Ltd. 1_ _

Lease contract | (Hotel ZhongHua) | 2013/07/20~~2027/07/19 | Lease for None
Wanhua Enterprise hotel and hotel

| _ _ _Co., Ltd. - - operations
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operations

Nature of The party Start date of the contract = Main content Restriction
contract
Lease contract | (Hotel Jianpei) 2013/10/16~~2028/10/15 | Lease for None
Tokyo Marine hotel and hotel
 Insurance Co., Ltd. operations B
| Lease contract | (Hotel Linsen) 2014/01/01~~2023/12/31 | Lease for None
Green World Co., hotel and hotel
, Ld. _ operations
Lease contract | (Hotel Nanjing) 2014/03/01~2034/02/28 | Lease for None
Taiwan Sugar hotel and hotel
Association and operations
Green World Co.,
Ltd.
Lease contract | (New World Hotel) | 2014/07/01~~2027/12/31 | Lease for None
Chen O O et al. hotel and hotel
| operations .
Lease contract | (Green World 2014/08/01~~2034/07/31 | Lease for None
Songshan) hotel and hotel
Fentai Investment operations
Co., Ltd.,
Liu OO et al
Lease contract | (Green World 2014/11/15~~2029/11/14 | Lease for None
Zhongxiao) hotel and hotel
Jifu ZhongHua operations
Investment Co.,
Ltd. | - -
Lease contract | (Green World Mai | 2015/01/01~~2023/07/31 | Lease for None
— Nanjing Branch | hotel and hotel
Office) operations
Guangxing Asset
Management Co.,
‘ L.
.Lease contract | (Green World Flora | 2016/10/01~~2026/12/31 | Lease for None
Division) hotel and hotel
Green World Co., operations
Ltd. |
Lease contract (Green World Mai | 2017/01/01~~2019/08/31 | Lease for None
— ZhongShan) hotel and hotel
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Nature of The party Start date of the contract | Main content Restriction

contract |
Longmei Industrial
Co., Ltd.

| Lease contract | (Green World Flora | 2017/01/01~~2026/12/31 | Lease for | None |

Main) hotel and hotel
Green World Co., operations
Ltd. _

Lease contract | (Green World | 2017/03/01~~2031/05/31 | Lease for None
NanGang) hotel and hotel
Minkai operations
Construction Co.,
Ltd. and Quanguo
gas station Co., Ltd. | _

Lease contract | (Head Office) 2017/11/01~~2023/12/31 | Lease for None
Green World Co., hotel and hotel
Ltd. | | operations

Lease contract | (Green World 2018/03/01~~2038/12/31 | Lease for None |
Triplebeds) hotel and hotel
Green World Co., operations

| A e — | Ltd-

Loan contract | Sumitomo Mitsui | 2018/06/01~~2019/05/31 | The short-term | None
Banking loan contract
Corporation of one year
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Six. Overview of Financial Status

L. The condensed balance sheet and comprehensive income statement in the most recent five years
(I) Condensed balance sheet - International Financial Reporting Standards - Consolidated
Unit: NT$1.000

financial statement
e e Year Financial information in the most recent five v ears
e T - 2014 2015 2016 2017 2018
Current assets | 118,901 185,841 514,486 577,900
Real property, factories, and equipment ' 1,037,269 1,124,440 1,290,266 1,256,031
Intangible assets | 539,419 470,266 451,671 426,903
Other assets | 205,709 205,504 213,202 216,939
Total assets II 1,901,298 1,986,051 2,469,625 2,477,773
Before distribution { 824,288 915.679 584,608 550,682
c t ] |I Not yet
liabilities After distribution | 824,288 915,679 584,608 distribution
Non-current liabilities [ 515,825 490,701 134,900 136,184
Before distribution III 1.340.113 1.406.380 719508 686.866|
Total lisbilities |, per distribution | 1,340,113 1,406,380 719,508 . Notyet
| - distribution
Rights and interests to the owners of the 561.185 579.671 1.750.117 1,790,907
parent compan’ I ’ ’ e
Share capital J' 502,949 537,669 1,097,283 1,097,283
Capital reserves .' 69,871 148,508 604,393 604,393
Retained Before distribution III i11.635) 106,506 48441 :I;Z;?lt
earnings After distribution .'I (11 ,6:@ | (1 0(&506} 48,441 distribution
Other rights .' - - - -
Treasury stock f - - - -
Non-controlling interest III - - - -
Rights and Before distribution || 561,185 579.671 1.750.117 1.790.907
interests e f Not yet
Total amount After distribution | 561,185 579,671 1,750,117 distribution
Note 1: As of the published date, the 2018 annual earrings distribution has not been approved by the shareholders meeting,
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(I) Condensed balance sheet - International Financial Reporting Standards - Individual financial

statement
Unit: NT$1.000
Year Financial information in the most recent five vears
Ttems 2014 2015 2016 2017 2018 |
Current assets 549,194 107,414 163,352 478,443 553,462
Real property, factories, and 401 919,113 972,754 1,147,058 1,126,744
equipment il
Intangible assets - 532,248 463,045 444,470 419,']’20I
Other assets 33,672 236,447 231,128 363,411 362,098
Total assets 583,267 1,795,222 1,830,279 2,433,382 2,442,024
Before '
c t distribution 4,439 769,038 794,23& 574,394 541,742
liabilities . , Not yet
After distribution 4,439| 769,038 794,036_ 574,394 distribution
Non-current liabilities 6,008 464,999 456,572, 108,871 109,375
Before
Total distribution 10,447 1’234’037] 1,250,608 683,265 651,117
libilities NS Not yet
After distribution 10,447 1,234,03"1" 1,250,608 683,265 distribution
Rights and interests to the i
owners of the parent company 572,820 561,185: 579,671 1,750,1 17.. 1,790,907
Share capital 502,549 502,949 537,669 1,097,283, 1,097,283
Capital reserves 354,140 69,871 148,508 604,393 604,393
Before
Retained | _distribution (284,269) (11,635) (106,506) 48,441 89,231
earnings s Not yet
i il {f_te;r distribution (284,269) (1 1’635)5 (106,506) 48,441 distribution
Other rights - - | . .
Treasury stock - - - - -
Nen-controlling interest - - - - -
Rightsand | ::f;gon 572,820 561,185 579,671/ 1,750,117 1,790,907
interests ': Not yet
Total amount| After distribution 572,820 561,185 579,671 1,750,117 , oY
distribution
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(1I) Condensed comprehensive income statement - International Financial Reporting Standards

Unit: NT$1.000

- Consolidated financial statement
Year | . o ..
Financial information in the most recent five years
e 2014 2015 2016 2017 2018
Operating revenue 320,063 763,708 1,095,731 1,161,786
Operating gross profit 84,837 114,841 204,959 221,250
Operating gain or loss (6,927) (22,663) 61,320 41,408
Non-operating gains and expenses (4,530) (80,959) (10,739) (4,31'3)I
Net profit before tax (11.457) (103,622) 50,581 37,035
Net profit of the continual business unit
in the t period (11,635) (106,506) 48,44_1 | 40,790
Loss of not in-business unit - - -
Net profit (loss) of the current period (11,635) (106,506) 48,441 40,790
Other comprehensive profit and loss in ) ) ~ )
the period |net value after tax|
Total comprehensive income in the (11,635) (106,506) 48.441 40.790
current period ! ? d ’
Net profit belonging to the business
owner of the parent compans (11,635) (106,506) 48,441 40,790
Net profit belonging to non-controlling ) ) )
interest _ L
Total comprehensive income belonging
to the business owner of the parent (11,635) (106,506) 48,441 40,790
compans
Total comprehensive income belonging ) ) . )
to the non-controlling interest |
Earnings per share (0.23) 207 0.51 0.37
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(IV) Condensed comprehensive income statement - International Financial Reporting Standards -

Individual financial statement
Unit: NT$1.000
S Year Financial information in the most recent five years

Items T 2014 2015 2016 2017 2018
Operating revenue 44,742 183,143 648,681 973,770 1,043,301
Operating gross profit 22,941 59,385 91,439 181,840 201,969.
Operating gain or loss 3482 (17,935 {41,777 48,128 38,511
Non-operating gains and expenses 5,797 4,438 (64,729 313 (1,464)
Net profit before tax 13,279 (13,497) (106,506) 48,441 37,047
Net profit of the continual business|
unit in the visriod 13,279 (13.497) (106,506) 48,441 40,790
Loss of not in-business unit - - - - -
Net profit (loss) of the current period 13,279, (11,635) {106,506) 48,441 40,790
Other comprehensive profit and loss| ) ) ) )
in the period (net value after tax) I. i
Total comprehensive income in the

t period 13,279:‘ (11,635) (106,506) 48,441 40,790
Net profit belonging to the business| |
owner of the parent company 13,279, (11,635) (106,506) 48,441 40,790
Net profit belonging to non- ) | ) )
controlling interest ) )
Total  comprehensive  income|
belonging to the business owner of 13,279 (11,635) {106,506) 48,441 40,790
the parent company ]
Total comprehensive  income
belonging to the non-controlling - - . - -
interest 1 =
Earnings per share 0.59 (0.23) 2.07) 0.51 0.37
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(III) Names and comments of the certified public accountant from the most recent five years

| Name of certified
public accountant
CHANG,SHU-
2014 KPMG Taiwan YING and No reserved comment
CHIH,SHIH-CHIN

| Year Name of the accounting firm Comment

CHANG,SHU-
2015 KPMG Taiwan YING and ™o reserved comment
| CHIH.SHIH-CHIN

CHANG,SHU-
2016 KPMG Taiwan YING and Mo reserved comment
CHIH.SHIH-CHIN

CHANG,SHU-
2017 KPMG Taiwan YING and No reserved comment
CHIH.SHIH-CHIN

CHANG,SHU-
2018 KPMG Taiwan YING and No reserved comment
CHIH.SHIH-CHIN |
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II. Financial analysis of the most recent five years
(I) Financial analysis of the most recent five years - International Financial Reporting Standards -

Consolidated financial statement
_ Unit: NT$1.000
_— Year, Financial analy sis of the most recent five vears
| Analysis item e 2014 2015 2016 2017 2018
Ratio of debts to assets | 70.48 70.81 29.13 27.72
:tlrz:tl:::';?/i Percentage of long-term .'
funds to real property, ( 103.83 95.19 146,10 153.43
factories and equipment ! |
Current ratio ( 14.42| 20.30 88.01 104.94
| 1
Solvency % Quick ratio 10,71} 17.38 84.91 100.74
L’t’i‘:’s interest eamed (1.80)  (273.70) 543.54 924.10
Receivables turnover
(number of times} 10.60 12.61 13.82 13.35
Average number of cash 34,43 28.94 26.41 27.34
received duys i
Inventory turnover rate
(times) NA NA NA NA
Managemen Payable turnover rate 32.61 29.59 21.34 17.80
t capacity|/times)
Average sales days NA NA NA NA
Real property, factories,
and equipment turnover 0.61 0.70 0.90 0.91
rate (times)
Total asset tumover rate 026 0.39 0.49 0.47
(times )
Return on assets (%) (0.18) (4.30) 2.60 1.79
Return on equity (%) (2.05) (18.67) 4.16 2.30
Ratio of net profit
Profitability before tax to the paid-in (2.28)I (19.27) 4.61 3.38
capital (%) (Mote 7) :
Net profit rate (%) (3.64) (13.95) 4.42 3.51
Earnings per share
(dollars) (0'23)=. 2.07) 0.51 0.37
¥ | =t
oy T cash flow 0.22 441 3490 3831
Cash Flow Adequacy
Cash flow Ratio (%) | (8.20) (5.40) 11.89 32.50
ﬁ:h remnvestment ratio 0.15 323 9.35 8.96
Operating leverage |'I | 6728)  (40.66) 21.94 34.74
Leverage | -
Financial leverage | I 038 045 123 112
Please state the reason for the change in the financial percentage in the most recent two years. (If the rate of
increased or decreased change is less than 20%, it can be exempted from analysis)
1. Times eamned ratio: the main cause is the decrease in annual interest cost in 2018,
2. Return rate, return on equity, net profit ratio and earnings per share: the main cause is the decrease in net profit
after tax in 2018.
3. Ratio of net profit to the paid-in capital: the main cause is the decrease in net profit before tax in 2018.
4, Flow Adequacy Ratio: the main cause is the business expansion in 2017, and it is getting better in 2018,
5. Levernze: the main cause is the business expansion in 2017, and it is vettine better in 2018.

-8



(II) Financial analysis of the most recent five years - International Financial Reporting Standards -
Individual financial statement
Unit: NT$1.000

S— Year| Financial analvsis of the most recent five vears
Analysis item | 2014 2015 2016 | 2017 | 2018

Ratio of debts to assets 1.79 68.74 68.33 28.08 26.66

Financial|Percentage of long- |

|structure%iterm funds to real
property, factories and 142,847.88 111.65 106.53 162.07 168.65
equipment B
Current ratio 5,256.95 13.97 20.57 83.30 98.47|

Solvency %|Quick ratio 5,243.95 10.08 17.44 80.40 94.34
Ea‘;f:fs interest earned NA (143.72) (327.68)  599.44 92437
Receivables turnover
(umber of times) 5.67 6.45 11.56. 13.21 12.73
Average number of :
cash received days 64.37 56.58 31.57. 27.63 28.67
Inventory turnover rate 115 NA NA NA
(times) !

Management rtm':lf furnover rate 3422 2065 3046 2178 17.68

CBP2CILY) verage sales days 317.39 NA NA NA
Real property,
fiactories, and 223.15 039 0.68 091 0.91
equipment turnover
rate (times) _ _ _
Total asset turnover
va1o (timoa) 0.13 0.15 0.36 0.46 0'43.
Return on assets (%) 3.93 039) (474 2.65 1.83
Return on equity (%) 4.42 (205)  (18.67) 4.16 2.30
Ratio of net profit

Profitability|before tax to the paid- 2.64 (2.68)  (19.81) 4.41 3.38
in capital (%) (Note 7) | |
Net profit rate (%) 29.68| (635)  (16.42) 497 3.91
Eamings per share '
(dollars) | 0.59 0.23) Q.07 0.51 0'37.
Ratio of cash flow (%) (122.00) 1.20 3.17 32.85 36.75
Cash Flow Adequacy .

Cash flowRatio (%) (215.19) (7.33) (6.56) 10.51 31.2;
ﬁ:’;" reinvestment ratio 2.22) 0.84 2.12 8.94 8.78
Operating leverage 22.68 (15.44) (18.73). 24.8 33.49

Leverage = i i

Financial leverage 1.00 0.76| 0.63 1.25 1.13|

Please state the reason for the change in the financial percentage in the most recent two years. (If the rate of
increased or decreased change is less than 20%, it can be exempted from analysis)
1. Times eatned ratio: the main cause is the decrease in annual interest cost in 2018,
2. Return rate, return on equity, net profit ratio and earnings per share: the main cause is the decrease in net
profit after tax in 2018.
3. Ratio of net profit to the paid-in capital: the main cause is the decrease in net profit before tax in 2018.
4. Flow Adequacy Ratio: the main cause is the business expansion in 2017, and it is getting better in 2018,
{Jperating leverage: the main cause is the business expansion in 2017, and it is getiing better in 2018.
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(III) Financial analysis of the most recent five years - ROC Financial Reporting Standards -
Unit: NT$1.000

Individual financial statement

Financial analysis of the most recent five years

2018

Analysis item

Financial
structure (%)

2014

2015

2016

2017

Ratio of debts to assets
Ratio of long-term capital
io fixed assets

Solvency
(%)

|Current ratio
lQuick ratio
Times interest earned ratio

Management

capacity

Receivable turnover rate

(times)
Average number of cash

received davs
Inventory turnover rate

(times
Payable turnover rate

(times)
Average sales days
Fixed asset turnover rate

itimes)
Total asset turnover rate

(times )

Return on assets (%)
Return on shareholders’

equity (%)
Operating

Profitability

Ratio of
occupied paid-
in capital

%)

revenue
Net benefit

Ibefore tax

et profit rate (%)

Earnings per share
(dollars)

Cash flow

Cash flow ratio (%)

Cash Flow Adequacy
[Ratio (%)

Cash reinvestment ratio
(%)

Operating leverage

Leverage
Financial leverage
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IT1. The supervisor’s auditing report of the annual financial report in the most recent year
Green World Hotels Co., Ltd.

The supervisor’s auditing report

The company’s board of directors has prepared and submitted the 2018 annual
report, the disposition of net earnings, and the individual financial statements and
consolidated financial statement audited by accountant CHANG,SHU-YING and
CHIH,SHIH-CHIN of the KPMG Taiwan. I, as a supervisor of the company, hereby
declare that I have reviewed and verified the abovementioned documents and that they
are in compliance with the provisions of Article 219 of the Company Act and relevant

laws and regulations. For your honor’s verification.
Sincerely yours,

Green World Hotels Co., Ltd.; The 2018 general meeting of shareholders

Supervisor: LIU,TANG-KUN
Supervisor: LIU,CHIA-MING

Supervisor: KAO,YI-HSING

%
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March 19, 2019
IV. The consolidated annual financial report in the most recent year: It includes the auditor’s auditing
report, comparison balance sheet of two years, comprehensive income statement, statement of
changes in equity, statement of cash flows and the notes or annexes: please refer to Appendix 1 for
details.

V. The individual financial report in the most recent year that is audited by the accountant: please refer
to Appendix 2 for details.

VL. If the company and its affiliated companies have encountered financial turnover difficulty in the

most recent year and as of the published date of the annual report, the impact on the financial status
of the company should be stated: Not available.
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Seven. Financial status and financial performance
L. Financial status

Unit: NT$1.000

Year Increase (or
ltem Year 2017 Year 2018 decrease) |Change ratio
amount
Total assets P. 2,469,625 | 2477773 8,148 0.33%
Total liabilities 719,508 686,866 (32,642) |  (4.54%)
Zl;’ut;lfh*‘“hddem 1,750,117 | 1,790,907 4079 |  2.33%

In the previous and late period, the change was more than 20%, and the change amount was more
than 10,000 dollars. The main reason is: No

I1. Financial performance
Unit: NT$1.000

Year f Increase (or
ltem "' Year2017 | Year2018 decrease) |Change ratio
l amount

Net operating revenue 1.095.731 1.161.786 66.055 6.03%
(Operating profit (loss) 61,320 41.408 (19.912)f 32.47%
Net profit (loss) before tax 50,581 37.035 (13.546)  26.78%

(I) Analysis and description of the rate of increased or decreased change: (the rate of increased or
decreased change is 20% or more, or the amount of change reaches 10 million dollars)
1. Operating profit (loss): the main reason is the enhancement of operating profit generated by
the new business operation.

2. Net profit (loss) before tax: the main reason is due to the increasing business profit and the
decreasing financial cost.

(IT) The expected sales quantity and its reference, and the possible impact on the company’s
future financial operations and its plan in response

The number of hotels owned by the company has reached to a certain scale. Depending on
the operational circumstances and the condition of market supply and demand, the company
will determine whether to expand to the areas outside of Taipei or Taiwan. The company
will continue to enhance the sales and marketing on the official website, increase the added
value of the hotels, and enhance the operating efficiency in Nangang/Green World
Triplebeds, increase the overall operating revenue.

II1. Cash flow
(I) Analysis of change in cash flows in the current year
Unit: NT$1.000

Cosh belance | Net cash flow of | AW O | Rempining | Remedial
the initial business operations inflow (insufficient) measures for
throughout the year amount of cash | insufficient cash
stapge {outflow)
399,588 210,975 (92,798)| 306,790 None
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The net cash inflows of the Company’s business operations in 2018 was 210,975,000 NTD,
which was mainly from the increasing number of operating revenue and occupancy rate of
hotel rooms, thus the company does not have a shortage of funding,

(II) Current analysis and improvement plan for insufficient current: The improvement plan for
cash shortage is not applicable.

(III) Analysis of cash flow for the coming year
As of the first quarter of 2019, the Company’s cash equivalents were approximately
485,082,000 NTD which is expected to be used for the daily operational costs. There is no
major equipment investment or business expansion planned for the coming year, On the
basis of current operating conditions, insufficientcash flow is not applicable to the company.

IV. The impact of major capital expenditures on financial operations in the most recent year:

In 2017, the company paid approximately NT$190 million with the private fundraising of shares to
acquire the funds for the building renovation and equipment of Green World NanGang, The
business operations of Green World NanGang Hotel have been on track with the increasing amount
of operating revenue. The company had invested NT$79.5 million in the first quarter of 2018 for
the building renovation and equipment of Green World Triplebeds, as part of the company’s
business expansion. The Green World Triplebeds Hotel is the first hotel in Taipei to offer the
promotion of “providing a tour of the whole building for three guests”. The hotel also integrated
the innovative technology and intelligent services into the hotel services, and it is expected to bring
more business revenue and enhance the brand image for the company .

V. The policy for the reinvested business in the most recent year, and the main reason for the profits or
losses of the reinvestment, its improvement plan, and the investment plan for the coming year:
There is no reinvestment plan in the most recent year.

VI Risk assessment
(I) The impact of interest rate, exchange rate, and inflation on the company’s profit and loss and
the adopted response measures in the future
1. The impact of changes in interest rate on the company’s profit and loss and the adopted
response measures in the future .-
(1) The impact of changes in interest rate on the company’s profit and loss
At present, the bank interest rate for loans is low and the domestic interest rate is stable.
In addition, the debt ratio of the company has decreased from 29% in 2017 to 28% in
the current year, thus the interest rate has a relatively low impact on the current profit
and loss of the company.
(2) The response measures for changes of interest rate in the future:
Careful assessment of investment strategies and enhancement of operating efficiency to
prevent investment with excessive debt and effective reduction of debt.
2. The impact of exchange rate changes on the company’s operations and revenue, and the
response measures in the future
(1) The impact of exchange rate changes on the company’s operations and revenue
The company offers foreign currency exchange service to hotel guests according to the
exchange rate provided by the Bank of Taiwan. However, the exchange amount is not
large, hence it does not have a significant impact on the company’s operations and
revenue.
(2) The specific measures adopted by the company to respond to the changes in exchange
rate:
The foreign currency purchased by the company will be exchanged to Taiwanese
currency in a short period of time. Therefore, the amount of foreign currency remaining
on the account is not very high and the changes in exchange rate do not have a



significant impact on the company.

3. The impact of inflation on the company’s profit and loss and future response measures
The government in Taiwan has a good control over the inflation condition, thus there is no
inflation-related issue at present. If inflation occurs, the company will stipulate response
measures depending on the circumstances in the future.

(IT) The main reasons and future response measures for engaging the high-risk investment, high-
leverage investment, loans to others, endorsement guarantees, and trading of derivative
commodities.

The Company does not engage in any high-risk investments, high-leverage investments, loans
to others, endorsement guarantees, and trading of derivative commodities.

(III) The future R&D plan and the estimated expenditures for R&D
The company has transformed to the hotel industry. In addition to investing in intelligent hotels,
the company currently does not have any plan for research and development.

(IV) The impact of domestic or international amendment of the important policies and laws, on the

company'’s financial operations and its measures in response
The company always pays close attention to the domestic and international amendment of
important policies and laws that may affect the company’s operations, and the company will
consult relevant legal experts in necessary. As of the published date of the annual report, the
changes in the relevant laws and regulations have no significant impact on the Company.

(V) The impact of changes in the technology and industry on the company’s financial operations

and the measures in response

1. The impact of changes in the technology and industry on the company’s financial

operations
The cross-strait relations will affect the number of Chinese tourists traveling to Taiwan,
Although the company has adopted a diverse business strategy for the sources of hotel
guests, the impact is still inevitable.

2. The measures in response to the changes in the technology and industry
In addition to actively developing the Southeast Asia market and the Muslim market to
increase revenue for shareholders, we also invest in intelligent hotels to reduce the

manpower costs and actively enhance the operational efficiency of the official website.

(VI) The impact of corporate image changes on the corporate crisis management and the measures
in response
The corporate image shall be ethical and illegal interests shall be avoided. The culture of the
company has always been focusing on this principle. Therefore, the integrity of corporate
governance has become the essence of the company.
(VII) The expected benefit and possible risk of mergers or acquisitions, and the measures in
response
1. The expected benefits and possible risks of mergers or acquisitions
The company had merged the Green World Flora Main/Division, Green World Mai —
ZhongShan and Green World Triplebeds from 2016 to the first quarter of 2019. On the
basis of the result of business operations in 2018 and the first quarter of 2019, it had
generated benefits for the company. However, the possible risk is that the business
operations of the newly incorporated hotels are not as expected.
2. The expected benefit and possible risk of mergers or acquisitions, and the measures in
response
Carry out careful assessment of the target acquisition, determine whether it meets the
requirements of the market, and then conduct the investment and acquisition according to
the financial/business operations indicators such as the financial structure, operating
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forecast, and cash flows.
(VIII) The expected benefits and possible risk of the expansion of the factory and the measures in
Tesponse
The%ompany currently does not have a plan for factory expansion, thus it is not applicable.
(IX) The risk encountered for the high quantity of incoming or outgoing products, and the measures
in response

1. The risk encountered for the high quantity of incoming or outgoing products
The main revenue source of the company is from the sales of hotel rooms. The sales channels
include the travel agency, OTA channel, and the official website. However, the only risk of
sales is that the majority of the company’s customers come from Japan.

The company’s main purchased products include the hotel room supplies and fresh foods. The
supply status is very stable and there are many hotel room supply vendors, thus there is no
risk for the purchase of hotel room supplies.

2. The risk encountered for the high quantity of outgoing products and the countermeasures
Develop customer groups other than in the Japanese market and use various sales channels to
reduce the risk of customers coming from the same region,

(X) The impact of a large transfer or replaced amount of shares on the company, by the directors,
supervisors, or major shareholders holding more than 10% of the total issued shares of the

company, and the risk and countermeasures

Through the private cash fundraising increase of common stock held at the end of 2016 and in
the first half of 2017, the company introduced its strategic partner: The H.LS. under the
Japanese H.I.S. Group. On the basis of the operating results in 2017 and 2018, it can be seen
that the Hotel Holdings Co., Ltd., has brought a positive impact to the company’s business
operations and financial structure.

(XT) The impact of changes in management on the company, and risk and measures in response
After the Japanese H.LS. Group joined the company’s business operations, the company had
become its subsidiary and H.I.S. Hotel Holdings Co., Ltd., had elected two directors. With
the utilization of resources of HIS Group, the company had turned to make a profit in 2017 and
the net profit after tax in 2018 was 40,790,000 NTD. This shows that it had brought a positive
impact on the company’s business operations and financial structure.

(XII) Litigation or non-litigation incident
1. The company’s major litigation, non-litigation, or administrative disputes in the process:

None.

2. The major litigation, non-litigation, or administrative disputes with determined judgment
for the directors, supervisors, general manager of the Company, or major shareholders holding
more than 10% of the total issued shares of the company in the current year: None.,

(XIII) Other important risks and countermeasures: None.

VII. Other important matters: None.
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Eight. Special notes or remarks

I.  Related information of the affiliated companies:
1. Organization status of the affiliated companies:
(1) Organization chart of the affiliated companies:

Green World Hotels Co., Ltd.

Green World Hotel ZhongHua
Co., Ltd.

(2) Basic information of all affiliated companies:
Date of the information: April 30, 2019

Dateof |
1 Company Name establishment | Address < ,
| 10F,, No. 41, Section 1, Zhonghua
Green World Hotel ; : Ll .
ZhongHuaCo., Lid. 2012.11.16 g;):d, Zhongzheng District, Taipei
A nt e Gl i Mainbusinessoperationsor
b Paid-up capital [ production items
NTD ‘ 170,000,000 Hotel-related business
I
(3) The shareholders who are assumed to have the controlling and affiliation relations: not
available,

(4) The overall business operated by the affiliated companies: the business operations
operated by the company and the company’s affiliated companies include: the hotel
industry.

(5) Information of directors, supervisors, and general manager of all affiliated companies:

~ Aprii 30, 2019 Unit: shares /%

Holding shares
Company Name Position Name or representative | Number of shares | Shareholding |
o (Note 1) ratio
Green World Hotels Co.,
Green World Hotel . Ltd.
ZhongHuaCo., Ltd, Chairman Representative:
HSIEH. | ISIEN-CHIH |
Green World Hotels Co.,
Green World Hotel | . Ltd.
ZhongHuaCo., Ltd. Director Representative: ~ Kodaka
Kouji
Green World Hotels Co.,
Green ~ Word  Hotel | . | Ltd. 17,000,000 100%
ZhongHuaCo., Ltd. Representative:
HSIEH.CHANG-CHENG
Green World Hotels Co.,
Green World Hotel Supervisar Lid,
ZhongHuaCo., Ltd. Representative:
L LIU.CHIA-MING
| Green World Hotel | General
ZhongHuaCo., Ltd. managser )

Note 1: If the invested company is a limited company, the shareholding information refers to the number of shares and
the shareholding ratio. For all the others, the information refers to the capital contribution and the capital contribution
ratio.

2. Business operations overview of the affiliated companies
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(1) The financial status and operating results of all affiliated companies:
December 31. 2018 Unit: NT (dollars)

Capital Total
amount | [OWISSAS | piiities | et value

170,000,000 214,509,517 | 36,065,774 178,443,743

Company Name

Green World Hotel
ZhongHuaCo., Ltd.

After tax in the | per share after tax

Operating revenue | Operating revenue current period (loss) profit
— (loss) profit {dollars)

122.084.557 3.389.058 3.853,937 0.2

(2) The consolidated financial statements, rélaﬁonsln_ip report of the affiliated com;anies:
Please refer to Appendix 1 for details.

II. The status of the privately placed securities in the most recent year and as of the published date of

the annual report: None

IT1. The status of the company holding or disposing of the company’s shares in the most recent year
and as of the published date of the annual report: None

IV. Other matters and supplementary explanations: None
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Nine. The occurrence of matters that have a significant
impact on shareholders’ rights and interests or the
price of securities, as stipulated in Article 36,

Paragraph 2, Subparagraph 2 of the Securities and
Exchange Act.

-93-



Appendix



Stock Code:8077

GREEN WORLD HOTELS CO., LTD. AND
SUBSIDIARIES

Consolidated Finauneial Statements

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

Address: 3F., No. 69, Sec. 2, Nanjing E. Rd., Zhongshan Dist., Taipei City 104,
Taiwan (R.0.C.)

Telophone:  (02)2563-3200

The independent anditors’ report and the accompanying consolidsted financial statementy are the English transletion of the Chiness
version prepared and used in the Repoblic of Chine. If there is any confiict between, or any difference in the intespretation of the English
and Chiness Jimgoags Independent auditors® report and consolidated financial stattments, the Chiness version shall prevail



Tablie of contents

Contents

1. Cover Page
2. Table of Contents

3, Representation Letter

4. Independent Auditors’ Report

5. Consolidated Balance Sheets

6. Consolidated Statements of Comprehensive Income
7. Consolidated Statements of Changes in Equity

8. Consolidated Stetements of Cash Flows

9. Notes to the Consolidated Financial Statements

)
@
@)
@
@)

©)
4
)
©)

Company history

Approval date and procedures of the consolidated financial statements
New standards, emendments and interpretations adopted

Summary of significant accounting policies

Significant accounting assumptions and judgments, and major sources
of estimation uncertainty

Explanation of significant accounts
Related-party transactions

Pledged assets

Commitments and contingencies

(10) Losses Due to Major Disasters
(11) Subsequent Events

(12) Other

(13) Other disclosures

(e) Information on significant transactions
(b) Information on investees
(c) Information on investment in mainland China

(14) Segment informetion

;

@ ~1 N B W N

9~15
16~28

28~47

48~50
50
50
50
50
51

51~52
52
52
53



Representation Letter

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

Company name: Green World Hotels Co., Ltd.
Chajrman: Hgien-Chih Hsieh
Date: March 19, 2019
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Independﬁ&uditorl’ Report

To the Board of Directors of Green World Hotels Co., Litd.:
Opinion

We have audited the consolidated financial statements of Green World Hotels Co,, Ltd. and its subsidiaries
(“the Group™), which comprise the consolidated statements of financial position as of December 31, 2018 and
2017, and the consolidated statements of comprehensive income, changes in equity and cash flows for the year
ended December 31, 2018 and 2017, and notes to the consolidated financial statements, including a summary of

significant accounting policies.

In our opinion; the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at December 31, 2018 and 2017, and its consolidated financial
performance and. its consolidated cash flows for the year ended December 31, 2018 and 2017 in accordance with
the Regulations Goveming the Preparation of Financial Reports by Securities Issuers and with the International
Financial Reporting Standards (“IFRSs"), International Accounting Standards (“LASs™), interpretation as well as
related guidance endorsed by the Financial Supervisory Commission of the Republic of China.

Basis for Opinion

We conducted our audit in accordance with the Regulations Governing Auditing and Certification of Financial
Statements by Certified Public Accountants and the auditing standards generally accepted in the Republic of
China. Our responsibilities under those standards are further described in the Auditors® Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the Group in
accordance with the Cettified Public Accountants Code of Professional Ethics in Republic of China (*the
Code”), and we have fulfilled our other ethicel responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis of our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the consolidated financial statements of the ¢urrent period. These matters were addressed in the context of our
audit of the consolidated financial statements as & whole, anid in forming our opinion thereon, and we do not
provide a separate opinion on these matters. We have determined the matters described below to be the key
audit matters to be communicated in our report.

1. Impairment of intangible assets, property, plant, and equipment:
Refer to Notes 4(h) “Property, plant, end equipment”, 4(j) “Intangible assets”, 6(c) “Property, plant, and

equipment” and 6(d) “Intangible assets” to the consolidated financial statements for the accounting policies
and the details of the information.



kbl

Description of key audit matter

As of December 31, 2018, the carrying amount of intangible assets, property, plant, and equipment constitute
63% of the total assets of the Group. The major part of intangible assets are originated from the acquisition
of Green World Hotel Co., Ltd. in 2015. Since the aforementioned assets’ operation performance are
affected by industry competition, government policy, and economic environment, the estimated recoverable
amount of future discounted cash flows is highly uncertain; hence, there is a risk of overestimate intangible
assets, property, plant, and equipment. We pay more attention io the appropriateness of the assumptions,
estimates and judgments of the future discounted cash flows during the audit process.

How the matter was addressed in our sudit

We cast professional skepticism on management’ s impairment assessment model. The work includes
evaluating whether management has identified all cash-generating units which might have impairments and
considering whether all the assets which need to be tested have been included in the impairment assessment,

We also review the main parnmeters used by management to estimate future cash flow (e.g. expected growth
rate, discount rate, profit margin, cash basis revenue, and cost increase rate). We verify the reasonability of
the assumptions and accuracy of management’s calculation based on available data.

Other Matter

We have also audited the financial statements of Green World Hotels Co., Ltd. as of and for the years ended
December 31, 2018 and 2017, and have issued unqualified audit reports.

Respousibilities 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 Regulations Governing the Preparation of Financial Reports by Securities Issuers and IFRSs,
1ASs, interpretation as well as related guidance endorsed by the Fimancial Supmlsory 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 SITer.

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 ynless management either intends to liquidate the Group or to cease operations, or
has no realistic alternative but to do so.

Those charged with governance (including the supervisors) are responsible for overseeing the Group’s financial
teporting process.
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

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

1. Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a materia)
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 anditor’s report. However, future
events or conditions may cause the Gioup 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 menner that achieves fair presentation,

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

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

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matiers that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.
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From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditors’ report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in dur report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

43

The engagement partners on the audit resuiting in this independent auditors’ report are Shu-Ying Chang and
Shih~-Chin Chih.

KPMG

Taipei, Taiwan (Republic of China)
March 19, 2019

Notss to Readerz

The accompanying consolidated finencial statements are intended omly to present the comsolidated finencial position, financia)
performence 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 stendards, procedurss and practices to audit such consolidated financial statements are those
generally accepted and applied in the Republic of China.

The independent euditors' report and the accompanying consolidated financial statements ere the English translation of the Chiness
version prepered and used in the Republic of China, If there is any conflict between, or any difference in the interpretation of the English
and Chinese ianguage independent auditors® report and consolidated financial stetements, the Chinese version shall prevail,
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See accompanying notes to consolidated financial statements.

(English Translation of Consolidated Finaneial Btatements Originally Issued in Chinese)
GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES

Consolidated Balance Sheets
December 31, 2018 and 2017
(Expressed in thousands of New Taiwan Dollars)

Asgets

Current assets:

Cash and cash equivalents (note 6(a))

Nates receivable, net (notes 6{b), () and 7)
Accounts recaivable, net (notes 6(b), (I) and 7)
Current tax assets

Other current finamcial assets (notes 6(2) and (c))
Other current assets

Non-cinrent assets:

Property plant, and equipment (note 6(c))
Intangfble assets (note 6(d))
Deforred tax assets (note 6(3))

Other financiel assets-non-current (notes 5(e), 7 and 8)
Other non-current asseta

Total assets

December 31, 2018  December 31, 2017
Amount % Amount %

8 306,790 13 399588 16
27,940 1 34669 2

58,174 2 53,246 2

193 . - -

161,658 7 8914 -
—_—23]d5 1 18060 _ 1
—STI00 24 _ 514486 21
1,256,031 51 1,200,266 52
426903 17 451671 138
59,378 2 50,339 2

156,763 [ 156,035 7
—T8 - G828 -
—L99.873 76 ____1955]39 _79
$__2477.773 100 ___ 2469,625 100
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See accompanying notes to consolidated financial statements.

(English Translation of Consolidated Financial Statements Originally Issued in Chinese)
GREEN WORLD HOTELS CO.,LTD. AND SUBSIDIARIES

Consolidated Balance Sheets (CONT*D)
December 31, 2018 and 2017
(Expressed in thousands of New Taiwan Dollars)

Liabilities and Equity
Current Babilities:

Short-term borrowings (note 6(£))
Current contract liabilities (note 6(1))
Notes payabls

Accounts payable (note 7)

Other payable (notes 6(c), (b), {n) and 7)
Current tax lisbilities (note 6(3))

Other current liabilities

Non-Current Habilitles:
Long-term accounts paysble (note 6(g))
Guarantes deposits

Total Habilities
Equity attributable to owners of pareat (note 6(J)):
Capital stock
Capital surplus
Legal reserve
Uneppropriated retained eamings
Total equity
Total Habilitles and equity

December 31,2018 _December 31, 2017

Amount % Amount
8 430,000 18 470,000
8972 - -
4,150 - 11,995
47597 2 41,906
53836 2 53,165
4360 - 426
— L767 _- 7,116
330,682 _22 584.608
135356 6 134,072
—— 528 - 828
— 136,184 _ 6 ____ 134900
— 686866 28 719508
1,097283 44 1,097,283
604,393 25 604,393
4,844 - -
84387 _ 3 48441
—1.790907 72 __ 1735017
S_2477.773 100 ___2.469.625
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(English Transiation of Consolidated Financial Statements Originally Issued in Chinese)
GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES

- Consolidated Statements of Comprehensive Income
For the years ended December 31, 2018 and 2017
(expressed in thousands of New Taiwan Dollars , except earnings per share)

Operating revenues (note 6(1), (m) and 7)

Operating costs (notes 6(c), (@), @), (b), (n) and 7)
Gross proflt from operations

Opmﬂ'ls expenses (notes 6(c), (), (g, (b), (n) and 7);

Operating ineome

Non-operating income and expenses (notes 6(c), (), (0) and 7):

Other income
Otlmgdnsmdlmnet
Finance costs

Profit before income tax
Less: income tax expanses (gains) (note 8(1))
Profit
Other comprehensive income, net
Comprehensive income
Profit, attributable to:
Owners of parent
Comprehensive income attributable to:
Owners of parent
Eamings per share (note 6(k))
Besic enmings per share (NT dollars)
Diluted earnings per share (N'T dollars)

See accompanying notes to consolidated financial statements.

2018 2017

Amount % Amount %
$ L161,786 100 1,095,731 100

1,661 - 1304 -
(1,540) - 639 -
(4494 _ - (11404) __ (1)
(4373) _- (10.739) __ (1)
37035 3 50581 5

— (I35 2,140 _ -

____o.m_a_&_z
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(English Transiation of Consolidated Financinl Statements Originaily Issued in Chinese)
GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES

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

2018 2017
Cash flows from (used in) opersting actlvitics: o
Profit before tax $ 37,035 50,581
Adjustments:
Adjustments to reconeile profit:
Depreciation expense 129,029 115,905
Amortizstion expense 27,508 29,086
Provision for bad debt expense - 10
Interest expenss 4,494 11,404
Interest income (1,661) {1,304)
Impairment logs on nom-finansial assets 4382 2,735
Gain on reversal of long-term accounts payable - (540)
Leaze expense 1284 1,203
Total adjustments to reconefle (profit) loss __ les.038 158.499
Changes in operating assets and Habiliies:

Notes receivable 6,729 (6,534)
Accounts receivable (4,928) (10,738)
Other current assets (5,033) 6,108
Other financial assets (244) (303)

Confract linbilities 2,984 -
Notes payable (7,845) 5,582
Accounts payable 5,691 18,759
Other payable 15,335 3,336
Other current liabilities 639 1.706
Total changes in operating assets and Habilities 13,328 17.916
Total adjustments 178 176415
Cash inflow generntod from operetions 215,399 226,996
Interest received 1,661 1,304
Interest paid (4,499) (12,669)
Income taxes paid {1.586) (3,659

Net cash flows from operating activities 210.975 211,972



(Bnglish Translation of Consolidated Financial Statements Originally Issued in Chiness)
GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES

Consolidated Statements of Cash Flows (CONT’D)
For the years ended December 31, 2018 and 2017
(expressed in thousanda of New Taiwan Dollary)

Cash flows from (used In) investing activities:
Acquisition of property plant, and equipment
Prooeeds from disposal of property, plant, and equipment
Increase in other finsncial assets
Acquisition of intangible assets
Proceeds from disposal of intangible asssts
Decreass in other non-current assets
Net cash flows used in investing activities
Cash flows from (used in) financing activities:
Increase in shori-termn loans
Decreass in short-term loans
Decrease in short-term notes
Repayments of long-term debt
Decrease in other payables to related patties
Capital increase by cash
Net cash flows from (nsed in) financing activities
Net (decrease) increase in cash and cash equivalents
Cush and cash equivalents at beginning of period
Cash and cash equivalents at end of period

See accompanying notes to consolidated financial statements.

2018 2017
(110,445) (370,115)
- 676
(153,228) (23,155)
(100) (1434)
- 44
- 1,544
— 263773 (392440
280,000 470,000
(320,000) (56,250)
- (80,000)
- (540,044)
= (423,000)
- 1,122,005
(92,798) 312,243

S 306790 _______ 399,568



(English Transiation of Consolidated Financial Statements Originally Yssued in Chiness)
GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES

- Notes to the Consolidated Financial Statements
For the years ended December 31, 2018 and 2017
(expressed in thousands of New Taiwan Dollars, Unless Otherwise Specified)

(1) Company history

GREEN WORLD HOTELS CO., LTD. (the “Company”), which was original named U-Chain Technology
Co., Ltd, The Company was establighed in accordance with the Company Act of the Republic of China,
and began running business on July 22, 1994. The Company changed its organization type to a company
limited by shares in January 1996, and changed its name to “Applied Vacuum Coating Technologies Co.,
Ltd.” in May 1997, The Company’ s comman shares were listed on the Taipei Exchange(TPEx) on
December 6, 2004.

A resolution was passed during the general shareholders’ meeting held on June 26, 2015, for changing its
nams fo “Green World Hotel Co., Ltd.”, and a resolution of short-form merger with the subsidiary Green
World Hotel Co., Ltd. was passed during the meeting of Board of Directors held on August 11, 2015. The
two parties merged in accordance with the Business Mergers and Acquisitions Act, the date of merger was
set an October 1, 2015. After the merger, the Company is the survival one, and the subsidiary is
eliminated.

The short-form merger was completed and approved in accordance with Ruling No.10401220100 issued
by the Ministry of Economy on December 7, 2015.

The major business activities of the Gronp is Hotels and Restanrants Operation.
(2) Approval date and procedures of the consolidated financial statements:

The consolidated financial statements were authorized for issuance by the Board of Directors on March 19,
2019,

(3) New stundards, amendments and interpretations adopted:

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

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

Effective date
New. Revised or Amended Standards and Inierpretations per IASB

Amendment to IFRS 2 “Clarifications of Classification and Measurement of January 1, 2018
Share-based Payment Transactions™
Amendments to IFRS 4 “Applying IFRS 9 Financial Instruments with IFRS 4 January 1, 2018
Insurance Contracts”
IFRS 9 “Finencial Instraments™ January 1, 2018
IFRS 15 “Revenue from Contracts with Customers” January 1, 2018
Amendment to IAS 7 “Statement of Cash Flows -Disclosure Initiative® January 1, 2017

(Continued)
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GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES
Notes to the Consolidated Finsncial Statements

Effective date
New, Revised or Amended Standards and Interpreiations per JASB
Amendment to IAS 12 “Income Taxes--Recogaition of Deferred Tax Assets for  January 1, 2017
Unrealized Losses”

Amendments to IAS 40 “Transfers of Investment Property” Janusry 1, 2018
Annual Emprovements to IFRS Standards 2014-2016 Cycle:
Amendments to IFRS 12 January 1, 2017
Amendments to IFRS 1 and Amendments to IAS 28 Jamuary 1, 2018
JFRIC 22 “Foreign Currency Transactions and Advance Consideration” January 1, 2018

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

(i IFRS 15 “Rovenue from Contracts with Customers™

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

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

The following are the nature and impacts on changing of accounting policies:

1) Rendering of services

The Group provides hotel rooms and catering services. Under IFRS 15, the total
consideration in the service contracts will be allocated to all services based on their
stand-glone selling prices. The stand-alone selling prices will be determined based on the
list prices at which the Group sells the services in separate tramsactions. The Group
evaluates and compares the fair value and the stand-alone selling prices of the services to
tho previcus standard, and most of which are similar; hence, the Group believes that the
point of revenue recognition of such services would not have significant impact on the
Group's financial statements,

{Continued)
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GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

2) Impacts on financial statements

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

Degember 31, 2018 Jenuary 1, 2018
Balances Impactof  Balanea  Balances Impactof  Balance
priortothe changes in upon priortothe changesin upon
Impacted line items on the  adoption of accomnting adoption adoptionof accounting adoption
consolidated balance sheet _ IFRS 15 policies of IFRS15 IFRS 15 policles  of ERS 15
Impaet on assets - -

Current coniract liabilitles  § . 8972 8972 . 5,988 5,988
Other current liabilities 10,739 ____ (897D 1,767 6 _____(5.988) 1,128
Impact on llabilities - P
Impact on equity e — ot
— 2018
Impact of
Baiances prior  changesin  Balance upon
Impacted line items on the to the adoption  aceounting Rdoption of
consolidated statement of cash flows of IFRS 15 polices IFRS 15
Cash flows from (used in) operating
activities:
Adjostments:
Contract liabilities L - 2,984 2,984
Other current liabilities 3,623 (2.984) 639
Impact on net cash flows from -
operating activities
IFRS 9 “Financial Instruments”

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

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

(Continued)
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GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES

Notes to the Consolidated Financia] Statements

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

1)

2)

3

Classification of financial assets and financial liabilities

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

4g).

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

Impairment of financial assets

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

Transition

The adoption of IFRS 9 have 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 reserves as on Jamuary 1, 2018.
Accordingly, the information presemted for 2017 does not generally reflect the

requiremnents of IFRS 9 and therefore is not compearable to the information presented
for 2018 under IFRS 9.

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

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

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

—The designation of certain investments in equity nstruments not held for trading
as at FVOCL

(Continued)
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GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

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

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

The following table shows the original measurement categories under IAS 39 and the
newmmmmentcategonealmderIFRS9formholusofﬂleGmup 8 financial assets

as of January i, 2018. (Measurement categories and carrying amount of ﬁnanoul
lisbilities are mot changed)

LAS3Y IFRSY

Carryiog Carrying
Mensurement entcyorics Amount Measurement categories Amoznt
Flanncial Ameln
Cash and equivalents  Loens and receivables (note) 399,588 Amaontized cost 300,588
Trade mnd cther Loans and reccivables (note) 87,915 Amortized cost 87915
reccivables
Other financlal agsets  Loans and recefvables (note) 164,949 Amortized cost 164,949

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

The impact of IFRS endorsed by FSC but not yet effective

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

Effective date
New. Revised or Amended Standards and Imterpretations perJASB

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

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

signification changes are as follows:

() 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 Farm of a Lease.

(Continued)
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GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES
Notes to the Consalidated Financial Statements

IFRS 16 introduces a single and an op-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
Jease linbility 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 leasc liabilities. There are recognition exemptions for short-term leases and leases of low-
value items. The lessor accounting remeins similar to the current standard — i.e, the lessors will
continue to classify leages as finance or operating Ieases.

1) Determining whether an arrangement containg a lease
On transition to IFRS 16, the Group can choose to apply either of the following:
IFRS 16 definition of a lease to all its contracts; or

a practical expedient that does not need any reassessment whether a contract is, or
contains, & leass.

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

2) Transition
As aleasee,thaGroapapplythemdurdusingeiﬂmofthefollowhg:
retrospective approach; or
modified retrospective approach with optional practical expedients.
The lesses applies the election consistently to all of its leases,

On Jamuary 1, 2019, the Group plans to initially apply IFRS 16 using the 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
restatement of comparative information.

When applying the retrospective approach to leases previously classified as operating
leages under TAS 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.

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

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

(Continued)



(©)

15

GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

exclude the mitial direct costs from measuring the right-of-use assets at the date of
initial application.

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

3)  So far, the most significant impact identified is that the Group will bave to recognize the
new assets and liabilities for the operating leases of its buildings for hoteling business.
The Group estimated that the right-of-use assets, deferred tax assets and the lease
liabilities to increase by $3,543,525 thousand, $37,012 thousand, and $3,855,987
thousand, respectively, as well as the retained eamings and long-term accounts payables
to decrease by $140,094 thousand end $135,356 thousand on Jemuary 1, 2019,
respoctively.
The actual impacts of adopting the standards may change depending on the economic conditions end
events which may occur in the future,

The impact of IFRS issusd by JASB but not yet endorsed by the FSC

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

Effective date

New, Revised or Amended Standards and Interpretations per IASB
Amendments to IFRS 3 "Definition of a Business® January 1, 2020
Amendments to IFRS 10 and JAS 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” Jenuary 1, 2021
Amendments to IAS 1 and IAS 8 “Definition of Materia]™ January 1, 2020
Those which may be relsvant to the Group are set out below:
Issuance / Release Standards or
Dates Interpretations Content of amendment

October 31,2018  Amendments to JAS 1 and IAS The amendments clarify the definition of
8 “Defmition of Material” material and how it should be applied by
including in the definition guidance that until
now has featured elsewhere in IFRS
Standards. In addition, the explanations
accompanying the definition have been
improved. Finally, the amendments ensure
that the definition of material is consistent
across all IFRS Standards,

The Group is evaluating the impact on its consoldated financial position and consolidated financial

performance upon the initial adoption of the abovementioned standards or interpretations. The
results thereof will be disclosed when the Group completes its evaluation.

{Continued)
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GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

(4) Summary of significant accounting policies:

The accompanying financial statements are the English translation of the Chinesge version prepared end
used in the Republic of China. If there is any conflict between, or any difference in the interpretation of
the English and Chinese language financial stetements, the Chinese version shall prevail.

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

(a8) Statement of compliance

meseﬁnmdmmhwebemmmdmmdmcawmhthnkoglﬂmmmmmgﬂm

Preparation of Financial Reports by Securities Issuers. (hereinafter referred to as “the Regulations™)
and the Internstional Financial Reporting Standards, International Accounting Standards; IFRIC
Interpretations, and SICInterprot:honsendmsedandismedmtoeﬂ'eothyiheFinmcml Supervisory
Commission, R.O.C..

Basis of preparation

®)

(©)

)

(i

Basis of measurement

The financial statements have been prepared on a historical cost basis.
Functional and presentation currency

The functiona] currency of each Group entity is determined based on the primary economic
environment in which the entity operates. The consolidated financial statements are prosented

in New Taiwan dollars, which is the Group® s functional currency. All financial information
presented in New Taiwan dollars has been rounded to the nearest thousand.

Basis of consolidation

@

Principle of preparation of the consolidated financial statements

The consolidated financia] statements comprise the Company and subsidiaries. The financia]
statements of subsidiaries are included in the consolidated financial statements from the date
that control commences until the date that control ceases. Losses applicable to the non-
controlling interests in a subsidiary are allocated to the non-controlling interests even if doing
g0 causes the non-controlling interests to have a deficit balance.

huagoupbﬂmmmdmeﬂmmdmyumdmdmmmdmmmﬂngﬂm
intragroup transactions are elimineted in preparing the consolidated financial statements.

Changes in the Group’s ownership inferest in a subsidiary that do not result in a loss of control
are accounted for as equity transactions.

(Continued)
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GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES
Notes-to the Consolidated Financial Statements

(ii) List of subsidiaries in the consolidated finemcis] statement:
Shareholding ratlo

Name of Nature of December December

_investor __Name of subsidiary business 31,2018 31, 2017 Notes

The . Green World Hotel The Compasay holds more than
Company ZhongHua Co., Lid. Hotels 100 % 100 % 50% of tho investee’s shares.

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

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

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value
are retranslated to the functional currency at the exchange rats at the date that the fair value was

determined. Non-monetary items in a foreign currency that are measured based on historical cost are
translated using the exchange rate at the date of the transaction.

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

Fair velue through other comprehensive income (Available for sale) equity investment.
Classification of current and non-corrent assets and liabilities

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

An entity shall classify an assets as current when:

(i) It is expected to be realized, or intended to be sold or consumed, in the normal operating cycle;
(ii) Xt is held primarily for the purpose of trading;

(iti) It is expected to be realized within twelve months after the reporting period; or

(iv) The asset is cash or a cash equivaient unless the asset is restricted from being exchanged or
used to settlo a liability for at least twelve months after the reporting period.

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

(Continued)
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An entity shall classify a liability as current when:

(@ His expectsd to be settled in the normal operating cycle;

(if) Itis held primarily for the purpose of trading;

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

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

Cash and cash equivalents

Cuhmdeuﬂuquivdmtscompﬂwmhmhhbmk,mdshmmhigmyﬁquid.w

that are readily convertible to known amounts of cash and are subject to an insignificant risk of

changes in value. Time deposits which meet the above definition and are held for the purposs of

meeting short term cash commitments rather than for investment or other purposes should be
recognized as cash equivalents.

Financial instruments
() Financial assets (policy applicable from January 1, 2018)
Financial assets are classified into the following category: measured at amortized cost.

The Group shall reclassify ]l 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 FVIPL :

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

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

A fimancial asset measured at amortized cost is initially recognized st fair value, plus any
directly attributable tramsaction costs, These assets are subsequently measured at
amortized cost using the effective interest method. The amortized cost is reduced by
impairment losses. Intercst income, foreign exchange gains and losses, and impairment
loss, are recognized in profit or loss. Any gain or loss on derecognition is recognized in
profitorloss. - '

(Contimued)
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2) Impairment of financial assets

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

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

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

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

Loss allowance for trade receivables and contract assets are always measured at an

amount equal to lifetime ECL.

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

12-month BCLs are the portion of BCLs that result from default events that are possible
within the 12 month after the reporting dats (or a shorter period if the expected life of the
instrument is loss 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 and when estimating ECL, the Group considers reasonable and
supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information and analysis based on the Group’s
historical experience and informed credit assessment as well as forward-looking
information.

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

The Group assumes that the credit risk on a financial asset has increased significantly if
it is more than 90 days past due.

The Group congiders a finencial asset to be in default when the financial asset is more
than 180 days past due.

(Continued)
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ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (l.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 rato of the financial asset. .

At each reporting date, the Group assesses whether financial assets carried at amortized
cost and debt securitiea at FVOCI are oredit-impaired. A finencial asset is
* credit-impaired’ when one or more events that have a detrimental impact on the
estimated fiture cash flows of the financial asset have ocourred. Evidence that a financial
assets is credit-impaired includes the following observable data :

o pignificant fmancial difficulty of the borrower or issuer ;
¢ & breach of contract such es a default or being more than 180 days past due :

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

e it is probable that the borrower will enter bankruptey or other finanoial
reorganization ; or
¢ the disappearance of an active market for a security because of financial difficulties.

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

The-gross oarrying amount of a financial asset is written off (either partially or in firll) 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 sofficient cash flows to repay the amouvnts 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 asseis are derecognized wheu the contractual rights to the cash flows from the
assots expire, or when the Group transfers substantially all the risks and rewards of
ownership of the financial assets.

(Continued)
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(ii) Financial assets (policy applicable before January 1, 2018)
Financial assets are classified inta the following category: loans and recejvables
1) Loans and receivables

2)

Loans and receivables are financial assets with fixed or determinable payments that are
not quoted in an active market. Such assets are recognized initially 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 st
amortized cost using the effective interest method, less any impairment losses. A regular
way purchase or sale of financial assets is recognized and derecognized, as applicable,
using trade date accounting.

Interest income is recognized in profit or loss, and it is included in other revenue items.
Impairment of financial assets

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

All individually significant receivables are assessed for specific impairment. Receivables
that are not individually significant are collectively assessed for impairment by
companying together assets with similar risk characteristics. In assessing collective
impairment, the Group uses historical trends of the probability of defiult, the timing of
recoveries and the amount of loss incurred, adjusted for management’ 3 judgment as to
whether current economic and credit conditions are such that the actual losses are likely
1o be greeter or less than the thoss suggested by historical trends.

An impairment loss in respect of a financial asset measured at amortized cost is
calculated as the difference between its carrying amount and the present valus of the
estimated future cash flows discounted at the asset’s original effective interest rate.

An impairment loss in respect of a financial asset is deducted from the carrying amgunt
except for accounts receivable, for which an impairment loss is reflected in an allowance
account against the receivables. When it is determined a receivable is uncollectible, it is
written off from the allowance account. Chenges in the amount of the allowance account

are recognized in profit or loss.

If, in a subsequent period, the amount of impairment ioss on a financial asset measured at
amomzedcostdmasesmdﬂmdamnembemlatedobjeoﬂvebrtomwent
ocourring after the impairment was recognized, the decrease in impairment loss is
reversed through profit or loss to the extent that the carrying value of the asset does not
exooed its amortized cost before the impairment was recognized at the reversal date.

(Continued)
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Impairment losses and recoveries of accounts recejvable ere recognized in profit or loss;
impairment losses and recoveries of other financial assets are recognized in other gain or
loss items.

Derecognition of financial assets

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

(iii) Financial liabilities and equity instruments

1)

2)

3)

4)

Classification of debt or equity

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

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

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

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

Other financial liabilities

Financial liabilities not classified as held for trading or designated as at fair value
through profit or loss are measured at fair value, plus any directly attributable transaction
costs &t the time of initial recognition. Subsequent to initial recognition, they are
measured at amortized cost calenlated wsing the effective interest method. Interest
expense not capitalized as capital cost is recognized in profit or loss, and 13 included in
operating costs.

Derecognition of financial liabilities

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

Offsetting of financial asscts and liabilities

The Group presents finencial agsets and liabilities on a net basis when the Group has the

legally enforceable right to offset, and intends to settle such financial assets and
liabilities on & net basis, or to realize the susets and settle the liabilities simultaneously.

(Continued)
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Property, plant, and equipment

@

@)

(i

Recognition end measurement

Items of property, plant, and squipment 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 derecognition of an item of property, plant, and equipment is
determined as the difference between the net disposal proceeds, if any, and the carrying
amount of the item, and it shall be recognized in profit or loss, under other gains and losses.

Subsequent cost

Subsequent expenditure is capitalized only when it is probable that future economic benefits
associated with the expenditure will flow to the Group. The carrying amount of thoge parts of
fixed assets that are replaced is derecognized. Ongoing repairs and maintenance are expensed
as incurred.

Depreciation

Depreciation is caleulated on the cost of an asset less its residual value and is recognized in
profit or loss on a straight line basis over the estimated useful lives of each component of an

item of property, plant, and equipment. Items of property, plant, and equipment with the same
useful life may be grouped in determining the depreciation charge. The remainder of the items
may be depreciated scparately.

Leased assets are depreciated by the straight line method during the period of expected use,
consistent with the depreciation policy the lessee adopts for depreciable assets that are owned.
If there is reasonable certainty that the lessee will obtain ownership by the end of the lease
term, the period of expected use is the useful life of the asset; otherwise, the asset is
depreciated over the shorter of the lease term and its useful life.

Land has an unlimited ugseful lifs and therefore is not depreciated.

The estimated useful lives for the current and comparative years of significant items of
property, plant, and equipment are as follows:

e Buildings 21 years
¢ Transportation equipment 8 years
s Leaschold improvements 2~19 years
o Other equipment 2~14 years

(Continued)
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The depreciation methods, useful lives, and residual values are reviewed at each reporting date.
If expectations differ from previous estimates, the changes are accounted for as changes in

() Lease

®

Lesses

Leases in which the Group assumes substantially all of the risks and rewards of ownership are
classified as finance leases. On initial recognition, the lease asset is measured at an amount
equel to the Iower of its feir value or the present value of the minimum lease payments.
Subsequent to initial recognition, the asset is accounted for in accordance with the accounting
policy applicable to the asset.

Other leases are operating leases and are not recognized in the Group’s balance sheets.

Payments made under operating leases (excluding insurance and maintenance expenses) are
recognized in profit or loss on a straight-line basis over the term of the lease.

Contingent rent is recognized as expense in the period in which it is incurred.

() Intangible assets

®

)

(it

Goodwill
1) Recognition
Goodwill arising from the acquisition of subsidiaries is recognized as intangible assets.
2) Measurement
Goodwill is measared at cost less accumnlated impairment losses. Impairment loss on
equity investment in investoes acoounted for under the equity method is not allocated to
any asset, including goodwill that forms part of the carrying amount of such investment.
Other intangible assets

Other intangible assets that are acquired by the Group are measnred at cost less acoumulated
amortization and any acouwmulated impairment losses.

Suhsequent expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits
embaodied in the specific asset to which it relates. All other expenditures, including expenditure
on internally generated goodwill and brands, is recognized in profit or loss as incurred.

(Continued)
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(iv) Amortization

The amortizable amount is the cost of an asset less its residual value. Except for goodwill and
intangible assets with indefinite useful lives, amortization is recognized in profit or loss on a
straight-line basis over the estimated useful lives of intangible assets from the date that they
are available for use. The estimated useful lives for the current and comparative periods are as

follows:

¢ Trademark rights 10 years
¢ Client relationghip 10 years
o Computer software cost 1~5 years

The residual value, the amortization period and the amortization method for an intangible asset
with a finite useful life are reviewed at least at each reporting date. Any change thereof is
accounted for as a change in accounting estimate.

(k) Impairment of non-financial assets

The carrying amounts of the Group' s non-financial assets, other than assets arising from
construction contracts, deferred tax assets, and assets arising from employee benefits, are reviewed
at each reporting date to determine whether there is any indication of impairment. If any such
indication exists, then the asset’s recoverable amount is estimated, If ft is not possible to determine
the recoverable amount (the higher of its fieir value less costs of disposal and its value in use) for the
individual asset, then the Company will have to determine the recoverable amount for the asset’s

cash generating unit (CGU).

Notwithstanding whether indicators exist, goodwill and intangible assets with indefinite useful lives
or those not yet in use are required to be tested at least anmually.

The recoverable amount for individual asset or a CGU is the higher of its fair valus less costs to ssll
and its value in use. If, and only if, the recoverable amount of an assct is less than its carrying
amount, the carrying amount of the asset is reduced to its recoverable amount. Such is deemed as an
impairment loss, which is recognized immediately in profit or loss.

For the purpose of impairment testing * goodwill acquired in a business combination, from the
acquisition date, is allocated to each of the acquirer’s CGUs, or groups of CGUs, irrespective of
whether other assets or liabilities of the acquires are assigned to those units or group of units. If the
carrying amount of the CGUs exceeds the recoverable amount of the unit, impairment loss is
recognized and is aliocated to reduce the carrying amount of each asset in the unit, Reversal of an
impairment loss for goodwill is prohibited.

An assessment is made at the end of each reporting period whether there is any indication that an
impairment loss recognized in prior periods for an asset other then goodwill may no longer exist or
may have decreased. If any such indication exists, the recoverable amount of that asset is estimated.
An impairment loss recognized in prior periods for an asset other than goodwill is reversed if, and
only if, there has been & change in the estiniates used to determine the asset’ s recoverable amount
since the last impairment loss was recognized.

(Continued)
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(D Recognition of revenue

M

(i)

Revenue from oontracts with customers (policy applicable from January 1, 2018)

The Group provides catering, room accommodation, leasing end business management services
to customers. Revenue is measured based on the consideration to which the Group expects to
be entitled in exchangs for transferring services to a customer. The Group recognizes revenue
when it satisfies a performance obligation by transferring control of a service to & customer. If
the services rendered by the Group exceed the payment, a contract asset is recognized. If the
payments exceed the services rendered, a contract liability is recognized.

Revenue (policy applicable before January 1, 2018)

The Group provides catering, room accommodation, leasing and business management services
to customers. Revenue from the services of ordinary activities is measured at the fair value of
the consideration received or receivable, net of value-added-tax. Reveaue is recognized when
services are rendered or goods are sold, the amount can be meagured reliably, and it is probable
that future economic benefits will flow to the entity, When the significant risks and rewards of
ownership have been transferred to the customer, the Company has no continming management
involvement or msintaining effectively controls with the goods, customers accept the goods in
accordance to sales contracts, or there is any objective evidence indicating that all terms and
conditions are met, the transfer of goods ocours. Revenue from services rendered is recognized
in proportion to the stage of completion of the transaction at the reporting date. The stage of
completion is assessed by reference to services performed to date as a percentage of total
services to be performed.

(m) Employee benefits

(m)

®

@i

Defined contribution plans

Obligations for contributions to defined contribution pension plans are recogmized as an
employee benefit expense in profit or loss in the pericds during which services are rendered by
employees.

Short-term employee benefits
Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided.

A liability is recognized for the amount expected to be paid under short-term cash bonus or
profit-sharing plans if the Group has a present legal or constructive obligation to pay this
amount as a result of past service provided by the employee, and the obligation can be
estimated reliably.

Income taxes

Income tax expenses include both current taxes and deferred taxes. Except for expenses related to
business combinations or recognized directly in equity or other comprehensive income, all carrent
and deferred taxes are recognized in profit or loss.

(Continned)



(0)

27

GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES
Notes to the Consolidated Finaneial Statements

Current taxes include tax payables and tax deduction receivables on taxable gains (losses) for the
year calculated using the statutory tax rate on the reporting date or the actual legislative tax rate, as
well ag tax adjusiments related to prior years.

Deferred taxes arise due to temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their respective tax bases. Deferred taxes are

recognized except for the following:

() Assets and liabilities that are initially recognized but are not relsted to the business
combination and have no effect on net income or taxable gains (losses) ariging from the
transaction.

(ii) Temporary differences arising from equity investments in subsidiaries or joint ventures where
there is a high probability that such temporary differences will not reverse.

(iii) Initial recognition of goodwill.
Deferred tax assets and lisbilities are measured at tax rates that are expected to apply to the period

when the asset is realized or the Hability is settled, which are normally the tax rates that have been
enacted or substantively enacted by the end of the repotting period.

Deferred tax assets and liabilities may be offset against each other if the following criteriz are met:
(i) the entity has the legal right to settle tax assets and liabilities on a net basis; and
(ii) the taxing of deferred tax assets and liabilities fulfills one of the below soenarios:

1) levied by the same taxing authority; or

2) levied by different taxing autharities, but where each such authority intends to settle tax
assets and liabilities (where such amounts are significant) on a net basis every year of the
period of expected asset reslization or debt liquidation, or where the timing of asset
realization and debt liquidation is matched.

A deferred tax asset is recognized for the carry forward of unused tax losses, unused tax credits, and
deductible temporary differences to the extent that it is probable that future taxable profit will be
available against which the unused tax losses, unused tax credits, and deductible temporary
differences can be utilized. Such unused tax losses, unused tax credits, and deductible temporary
differences are also revaluated every year on the financial reporting date, and adjusted based on the
probability that future taxable profit will be available against which the unused tex losses, unused
tex credits, and deductible temporary differences can be utilized.

Earnings per share

The Group discloses the Company’ s basic and diluted earnings per share attributable to ordinary
shareholders of the Company. Basic eamings per share is caloulated as the profit attributable to
ordinary shareholders of the Company divided by the weighted average number of ordinary shares
outstanding. Diluted eamings per shere is calculated as the profit attributable to ordinary
shareholders of the Company divided by the weighted average mumber of ordinery shares
ontstanding after adjustment for the effects of all potentially dilutive ordinery shares, such ag
employee bonus and employse compensation.

(Continued)
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(P) Operating segments

An operating segment is a component of the Group that engages in business activities from which it
may incur revenues and incur expenses (including revenues and expenses relating to transactions
with other components of the Group). Operating results of the operating segment are regularly
reviewed by the Group’s chief operating decision maker to make decisions about resources to be
allocated to the segment and assess its performance. Each operating segment consists of standalone
finencial information.

(5) Significant accounting assumptions and judgments, and major sources of estimation uncertainty:

The preparation of the consolidated financial statements in conformity with the Regulations and the IFRSs

- endorsed by the FSC requires management to make judgments, estimates, and assumptions that affect the
application of the accounting policies and the roported amount of assets, liabilities, income, and expenses.
Actual results may differ from these estimates,

The management continwes to monitor the accounting estimates and assumptions. The management
recognizes any changes in accounting estimates during the period and the impact of those changes in
accounting estimates in the following period.

Information about judgments made in applying accounting policies that have the most sigoificant effects
on the amounts recognized in the consolidated financial statements is as follows:

(2) Impairment of property, plant, and equipment, and intangible assets

In the process of evaluating the potential impairment of propexty, plant, and equipment, and
intangible assets, the main parameters used by management to estimate future cash flow (e.g.
expected growth rate, discount rate, profit margin, cash basis revenue, and cost increase rate)
are affected by uncertainties of industry competition, government policy, and economic
environment, and the estimated recoverable amount of future discounted cash flows is highly
uncertain; hence, there is a risk of overestimate of intangible assets, property, plant, and
equipment. Please refer to note 6(c) and (d) for further description of recoverable amount and

impairment assessment.
(6) Explanation of significant accounts:
(a) Cash and cash equivalents
December 31, December 31,

2018 - 2017
Cash and petty cash $ 3,304 5,257
Demand deposits 302,484 368,724

S — 306790 ______399.588

Please refer to note 6(p) for the exchange rate risk, interest rate risk, and sensitivity analysis of the
financial assets and liabilities of the Group.

(Continued)
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As of December 31, 2018 and 2017, the bank time deposits with original maturitics of more than

three months are $160,000 thousand and $7,500 thousand, respectively, and are classified as other
current financial assets,

Note and trade recejvables
December 31, December 31,
2018 2017
Note receivables (include relsted parties) $ 27,940 34,669
Trade receivables (include related parties)-measured as 58,184 53,256
amortized cost
Less: Loss allowance (10} [#11)]

$ 86,114 87,915

The Group applies the simplified approach to provide for its expected credit losses, i.e. the use of
lifetime expected loss provision for all receivables on December 31, 2018. To measure the expected
credit losses, trade receivables have been grouped based on shared credit risk characteristics and the
days past due, as well as incorporated forward looking information, including macroeconomic and
relevant industry information. The loss allowance provision as of December 31, 2018 was
determined as follows:

Weighted-
Gross carrying averageloss  Loss allowance
amount rate provision
Current $ 86,070 % .
1 t0 60 days past due 44 9% .
More than 181 days past due 10 100% 10
L — . 10

As of December 31, 2017, the Group applies the incurred loss model to consider the loss
allowance provision of notes and trade receivable, and the aging analysis of notes and trade
receivable, which were past due but not impaired, was as follows:

December 31,
2017
Overdue 1 to 60 days $ 606
Overdue 61 to 90 days 45
Overdue 91 to 120 days 7
Overdue 121 to 150 days 36
Overdue 151 to 180 days 18
Overdue more than 181 days 119
s 831

(Continued)
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The movement in the aflowance for notes and trade receivable was as follows:

30

2017
Individually Collectively
assessed assessed

2018 impairment impairment
Balance on Janusry 1, 2018 and 2017 per JAS 39 $ 10 - ' -
Adjustment on initia} application of IFRS 9 - - :
Balanoce on Jamuary 1, 2018 per IFRS 9 10
Impairment [osses recognized - 10 -
Impairment losses reversad - - -
Balance on December 31, 2018 and 2017 $ 10 10 -
As of December 3i, 2018 and 2017, the Group did not provide any receivablea as collateral for its
loans.
Property, plant, and equipment

The movements in the cost, depreciation, and impairment of the property, plant, and equipment of
the Group for the years ended December 31, 2018 and 2017, were as follows:

Leasehold
Bulldings  Machineyy Improvement
and and and Other Constraetion
Land consfruction _equipment Tachities A0 progress Total
Cost or deemed cost:
Balance on Jenuary 1, 2018 S 105,621 1228 - 1,456,775 13212 1,587,881
Addftions - . - 18,873 76913 95,786
Batanoe on December 31, 2018 s_105.621 1223y - ____1.S6S481 342 1683617
Balance on Jamary 1, 2017 § 105621 12,223 1,201 1,136,575 857 1304157
Additons - - - 37,021 248,121 285,142
Reclastifications - - . 283,446 (283,446) -
Dipacal - - {1,201) 26D - {1469
Belance on December 31, 2017 $_103631 12223 - ) 1486778 13212 _ 1s8783]
Depreciation and mpairments loss:
Balanoe on Jenuary 1, 2018 s - 1,820 - 295,745 . 297,565
Deprecistion - 559 - 128470 . 129,029
Tpairment loss - - - o o2
Balsnoe on December 31, 2018 8 - 2,379 - 425,207 — 427385
Balance on Janmary 1, 2017 s - 1,261 683 1797 - T
Depreciation - 559 o8 115,248 . 115,905
Impadrment loss - . - 2,133 - 2,735
Dispossl - - {781) (11} = (192
Balance cn December 31, 2017 S o LEN - 298745 - 297565
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Lesasehold
Buildings  Machinery  Improvement
and and and Other Constraction
Land comtruction _equeipment facilitles _In progress Total
Carrying amownts:
Balancs on December 31, 2018 §_108.631 844 = —LI1403Y 2 32 1256031
Balanos on Jaumy 1,207 S_105631 ___ 18962 ____ 518 ___ 9MAN03 _ 48837 __ LIMAMD
Balance on December 31, 2017 $_l108.61 10,403 - o 11610% 13212 _ 1290266

(i) As of December 31, 2018 and 2017, due to payments to maintenance of lease buildings, the
Group recognized other paysbles amounting to $3,086 thousand and $17,745 thowsand,
respectively.

(i) During the year 2018 and 2017, since the carrying amount of the certain hotels was determined
to be higher than its recoverable amount, impairment losses of leasehold improvement and

other equipment of $992 thousand and $2,735 thousand, respectively, were recognized as other
gains and Josses in the consolidated statement of comprehensive income.

(iii) As of Decamber 31, 2018 and 2017, the Group did not provide any property, plant, and
equipment as collateral for its loans,

Intangible assets

The cost, amortization and impairment of the intangible assets of the Group for the years ended
December 31, 2018 and 2017, were as follows:

Customer  Computer

Goodwill  Trademarks relationships _ software Total
Costs:
Balance on Jamuary 1,2018  $ 346,883 53,000 143,000 9,251 552,134
Additions - - - _100 100
Balance on December 31,2018 §_346.883 ___S3.000 __143.000 9.351 552234
Balance on January 1, 2017 § 346,883 53,000 143,000 6,725 549,608
Reclassifications - - - 1,149 1,149
Additions - - - 1,434 1,434
Disposals - - - 57) {57
Balance on December 31,2017 §____346.883 _53.000 143,000 9251 552,134
Accumulated amortization and
impairment losses
Balance on January 1,2013 § 45485 13,783 37,189 4,006 100,463
Amartization for the year - 5171 13,953 2,354 21,478
Impairment loss 3390 - - - 3,3%0

Balanco on December 31, 2018 § 48875 18954 __5L143 ____ 6360 128,331

(Continued)
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Customer Computer
Goodwill Trademarks relationships _ software Total

Balencs on January 1, 2017 §$ 45485 8,612 23,236 2,009 79,342
Amortization for the year - 5171 13,953 2,010 21,134
Disposals - - - (1 {13)

Balance on December 31,2017 8____ 45,485 13.783 37189 ___ 4006 ___100.463
Carrying value: .
Balance on December 31,2018 8_298.008 ___34.046 ____ 91858 ____ 2991 ___ 426903
Balance on January 1,2018  5___301.398 ____ 44388 119764 ___4.716 ___470.266

Balenoe on December 31,2017 $___301,398 39217 __ 105811 _ 5245 _ 481671
() The amortization of intangible assets are included in the statements of comprehensive income:

2018 2017
Operating costs $ 222 206

Operating expenses — 21256 __ = 20928

(i) The recoverable amount of the cash-generating units (CGUS) of Hotel business was based
on its value in use. During the year 2018, since the carrying amount of the CGUs was
deteymined to be higher than its recoverable amount, an impairment loss of goodwill of $3,390
thousand was recognized as other gains and losses in the statement of comprehensive income.

(ili) For impairment testing purposes, goodwill had been allocated to individue! CGUs as follows:

Amount after
deducting impairment losses
Carrying December 31, December 31,
amount 2018 2017

A $ 52,018 52,018 52,018
B 24,598 24,598 24,598
c 63,280 55,360 58,750
D 28,695 28,695 28,695
E 56,478 56,478 56,478
F 8,416 - -

G 64,255 34,883 34,883
H 13,210 10,043 10,043
I 15,854 15,854 15,854
J — 20079 20.079 20.079

S 346880 298008 _____ 301.398

(Comtinned)
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As of December 31, 2018 and 2017, the recoverable amount of the above CGUs were based on
its value in use. The carrying amount of the CGU C was determined to be higher than its

recoverable amount, and an impairment loss of $3,390 thousand was recognized in 2018. The
Group had deducted the impairment loss of the CGU C from its carrying amount, and the
impairment loss was recognized as other gains and losses in the consolidated statement of
comprehensive income.

The key assumptions used in the estimation of value in use were as follows.
December31, December 31,

2018 2017
Discount rate 547% 5.76%
Terminal value growth rate 1%~10% 1%~10%

As of December 31, 2018 and 2017, the discount rates were based on weighted average cost of
capital of the industry. The cash flow projections are based on five-year period financial
budgets approved by the management. A long-term growth rate in perpetuity for cash flows in
subsequent periods had been determined as constant,

The value in use of the CGUs had been determined by discounting the future cash flows that
are generated from continuing use of the CGUs, Unless otherwise stated, the value in use of
the CGUs and the key assumptions used had been applied consistently with those described in
the financial stetements for the year ended December 31, 2017.

1)  The estimate of cash flow is based on past experience, actual operating results, and lease
expiration date. Given the long-term operating cycle of hotel business, the management
believes that the ebove forecast period is reasonable.

2) Estimated revenues in finencial budgets are based on past experience and development of
actual operating results,

3) Estimated operating costs and expenses in financial budgets are based on past experience
and various factors of operating cost and expenses.

4) The recoverable emount of each CGU was determined by a pre-tax discount rate.

‘The value of these key assumptions represents the management’s assessment to the trends of
hotel business with consideration of both external and internal (historical) information.

(Continued)
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(o) Other financial agsets

®

The other financial assets were as follows:
December 31, December 31,

2018 2017

Current

Other receivables $ 1,658 1,414

Time deposits 160.000 7.500

Subtotal 161,658 8.014
Non-current

Lease deposits 154,706 154,125

Other deposits 2,057 1.910

Subtotal 156,763 156.035

s 318421 164,949

Short-term borrowings

The short term borrowings were summarizad as follows:
December 31, December 31,

2018 2017
Unsecured bank loans $ 430,000 470,000
Interest rates 1% —1%
For the guarantee and endorsement from the ultimate parent company, please refer to note 7.
Operating lease

(i) Leasocs as lesses.
Non-cancellable operating lease rentals payable were as follows:
December 31, December 31,

2018 2017
Less than one year $ 439,391 420,122
Between one and five years 2,074,284 2,006,308
Over five years 1861325 2.017.492

$ 4,375,000 4 22

The Group leases a number of buildings under operating leases. The leases typically run for a
period of 3 to 20 years, with an option to renew the lease after that date. These lease
agreements meet the accounting policy criteria for classifying the leases as operating leases,
because the major risks of ownership of leased properties have not been transferred to the
Group.

(Continued)
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The lease contracts mentioned above were in accordance with IAS17, and the lease payments
were recognized in lease expenses on a straight-line basis over the lease term. During the year
2018 and 2017, rental expenses amounting to $439,748 thousand and $418,222 thousand were
reported in the consolidated statement of comprehensive income, respectively. Lease payables
were $135,356 thousand and $134,072 thousand for the years ended December 31, 2018 and
2017, respectively.

Leases as lessor
The future minimum lease payments imder non-cancellable leases are as follows:
December 31, December 31,

2018 2017
Less than one year $ 18,709 25,051
Between one and five years 28,185 32,665
Over five years — 13714 17,143

S G0608 74859

(h) Employee benefits _

®

)

@)

Defined contribution plans

The Group allocates 6% of each employee’ s monthly wages in Taiwan to the labor
pénsion personal account at the Bureau of Labor Insurance in accordance with the
provisions of the Labor Pension Act. Under these defined contribution plans, the Group
allocates a fixed amount to the Burean of Labor Insurance without additional legal or
constructive obligation.

The pension costs incurred from the contribution to the Bureau of Labor Insurance amounted
to $10,570 thousand and $8,739 thousand, for the years ended December 31, 2018 and 2017,
respectively.

Short-term employee benefits

December 31, December 31,
2018 2017

Vacation liability $ 2.764 1,587

Income Tax

According to the amendments to the "Income Tax Act” enacted by the office of the President of the
Republic of China (Taiwan) on February 7, 2018, an increase in the corporate income tax rate from

17% to 20% is applicable upon filing the corporate income tax return commencing the year of 2018.

(Continued)
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(i) Incometax
The components of income tex in the years 2018 and 2017 were es follows:
2018 2017
Current tax expense
Current period $ 5,284 2,236
Prior years income tax adjustment - 37
_5.284 2273
Deferred tax expense
The origination and reversal of temporary (156) (133)
differences .
Adjustiment in tax rate (8,883) -
Tnoomo tax expense (gain) S Q759 2140
Reconcilistion of income tax and profit before tax for 2018 and 2017 is as follows:
2018 2017
Profit excluding income tax $ 37.035 _50.581
Income tax using the Group’s domestic tax rate 7,407 8,599
Prior years income tax adjustment - 37
Non-deductible expenses 2,769 2,411
Impeirment losses 876 465
Current-year losses for which no deferred tax asset was (7,539) (6,935)
recognized
Change in unrecognized temporary differences 101 Q0
Adjustment in tax rate (8,883) -
Undistributed earnings additional tax 4,360 -
Others (2.846) 2417)
$_____(3.759 2.140

(li) Deferred tax assets and liabilitles
1) Unrecognized deferred tax assets
Deferred tax assets have not been recognized in respect of the following items:

December 31, December 31,
2018 2017
Tax effect of deductible Temporary Differences $ 1,591 1,266
The carry forward of unnsed tax losses — 189058 164,582
$ _191,549 165848

(Continued)
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The R.O.C. Income Tax Act allows net losses, as assessed by the tax authorities, to offset
taxable income over a period of ten years for local tex reporting purposes.

Deferred tax assets have not been recognized in respect of these items because it is not
probable that future taxable profit will be available against which the Group can utilize
the benefits therefrom.

2) Recognized deferred tax assets and lisbilities

Changes in the amount of deferred tax assets and liabilities for 2018 and 2017 were as

follows:
Deferred tax assets

Unused tax Josses _Rental cxpenses Totnl
Balance on January 1,2018 $ 28,813 21,526 50,339
Recognized in profit or loss 5.085 3934 903
Balance on December 31, 2018 S_ﬁL — 25480 — 9378
Balance on January 1,2017 $ 28813 28,813 21,393 50,206
Recognized in profit or loss 133 _ 133

Balance on December 31, 2017 s___mu I 1 - T e 0339
3) Asof December 31, 2018, the information of the Group’s tax logses are as follows:

Year of loss Unused tax loss Expiry date
2008 $ 142,630 2018
2009 256,823 2019
2010 218,791 2020
2011 170,994 2021
2012 174,604 2022
2013 69,060 2023
2014 19,290 2024
2015 14,786 2025
2016 52,299 2026

$ 1.119.277

(iii) Business income tax administrative remedies

The Company’s income tax return for the year 2016 had been sxamined and approved by the
national tax authorities.

{Continued)
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() Capital and other equity
As of December 31, 2018 and 2017, the total value of authorized ordinary shares both amounted to
$2,500,000 thousand. As of that date, the ordinary shares amounted $1,097,283 thousand (including
privato placement $594,334 thousand) and $1,097,283 thousand (including private placement
$1,047,015 thousand) were issued, respectively. All issued shares were paid up upon issnance.

() Ordinary and preferred shares

On December 15, 2016, the interim meeting of shareholders passed a resolution which
authorized the Board of Directors to issue ordinary shares within & year under private
placement, with the number of shares issued to not exceed 60,000 thousand, or for the issuance
of unsecured / secured corporate bond in tho domestic market within a year under private
phcemmkwﬂhﬂaemmberofdoﬂuumedbnotemedmbﬂmmappropmbhmuh
addition, on December 23, 2016, the board meeting approved the Company to issued 26,867
ﬁommdordmuyshmsmderprwﬂ:phoemmihnordmryshmmumdatszow
per share, par value of $10, and amounted to $268,670 thousand. The difference between the
per value and the subscription price was credited as capital surplus, amounting to $270,282
thousand. The total capital rasied was $538,952 thousand, with January 23, 2017 as the date of
capital increase, The Company has completed relevant statutory registration procedures on
February 14, 2017.

On March 20, 2017, the interim meeting of sharehokiers passed a resolution which authorized
the Board of Directors to issue ordinary shares within & year under private placement, with the
number of shares issued to not exceed 30,000 thousand. In addition, on March 21, 2017, the
board meeting approved the Company to issued 29,094 thousand ordinery shares under private
placement. The ordinary shares were issued at $20.04 per’share, par value of $10, and
amounted to $290,944 thousand. The difference between the par value and the subscription
ptice was crodited as capital surplus, amounting to $292,109 thousand. The total capital raised
was $583,053 thousand, with May 23, 2017 as the date of capital inorease. The Company has
completed relevant statntory registration procedures on July 10, 2017.

In accordance with the rales of Article 42 of the Securities and Exchange Act and Article 68 of
the Regulations Governing the Offering and Issuance of Securities by Seocurities Issuers, the
Company filed to the Financial Supervisory Commission to complete supplemental procedures
for public issuance of 20,000 thousand ordinary shares under private placement in 2014, 2,346
thousand ordinary shares under private placement in 2012, and22,922ﬁwusandprdmed
shares under private placement in 2006 — 2010 (all preferred shares have been converted to
ordinary shares). The relevant statutory registration procedures had been completed on October
31, 2018, December 27, 2018, and January 10, 2019, respectively.

As of December 31, 2018 and 2017, there were 59,433 thousand and 104,701 thousand
ordinary shares under private placement. The aforementioned private placement of ordinary
shares and the transfer of any subsaquently obtained bonus shares would be subject to section
43(8) requirements under the Securities and Exchange Act. The Company can only apply for
these shares to be traded on the Taiwan Stock Exchange after a three-year period has elapsed
from the delivery date of the private placement securities, and after applying for & public
offering with the Financial Supervisory Commission.

(Continued)
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Capital surplus
The balances of capital surplus as of December 31, 2018 and 2017, were as follows:

December 31, December 31,
2018 2017

Share capital S 604,393 604,393

According to the R.0.C. Company Act, capital surplus can only be used to offset a deficit, and
only the realized capital surplus can be used to increase the common stock or be distributed as
cash dividends. The aforementioned realized capital surplus includes cepital surplus resulting
from premium on issuance of capital stock and earnings from donated assets recsived.
According to the Regulations Governing the Offering and Issuance of Securities by Securities
Issuers, capital increases by transferring capital surplus in excess of par value should not
exceed 10% of the total common stock cutstanding.

According to the R.0.C. Company Act, the meeting of sharsholders prssed a resolution which
issued and additional paid in capital of $106,506 million to offset the deficit in 22 June 2017.

Retained earni
The Articles of Incorporation stipulate that Company’s net earnings should first be used to
offset the prior years® deficits, if any, before paying any income taxes. Of the remaining
balence, 10% is to be appropriated as legal reserve, and then any remaining profit together

with any undistributed retained earnings shall be distributed according to the distribution plan
proposed by the Board of Directors and submitted to the stockholders® meeting for

spproval.
1) Legal reserve

According to the amendment of the R.0.C, Company Act in January 2012, the Company
must retain 10% of its after-tax annual eamings es legal reserve until such retention
equals the amount of total capital. When a company incurs no loss, it may, pursuant to a
resolution by a shareholders® meeting, distribute its legal reserve by issuing new shares
or by distributing cash, and only the portion of legal reserve which exceeds 25% of
capital may be distributed.

The meeting of shareholders held on June 26, 2018 passed a resolution that earnings of
2017 will pot be distributed except for retaining $4,844 thousand as legal reserve.

(Continued)
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(k) Earnings per share

The calculation of basic earnings per share and diluted earnings per share for the years ended
December 31, 2018 and 2017 are as follows:

2018 2017

Basic earnings per share:
Profit atiributable to ordinary shareholders of the Company $____ 40790 _ 48441
Weighted average number of ordinary shares at December

S 07 04l

Earningy per share (dollars)

Diluted eernings per share:
Profit attributable to ordinary shareholders of the Company
(diluted) S 40,790 48.441
Weighted average number of ordinary shares (diluted) at
December 31 109,728 95,367
Effect of dilutive potential ordinary shares
Effect of employee share bonus 19 16
Weighted average number of ordinary shares (diluted) at
December 31 S______109.747 95,383
S_ 037 0.51
(D Revenue from contracts with customers
(i) Disaggregation of revenue
2018
Primary geographical markets:
Taiwan ) 61,786
: Major products/services lines:
Hotel room servics $ 1,027,763
Hotel catering service 105,928
Management consultancy services 1,930
Leasing services 25,721
Sale of products service 444

$ 1.161.786

(Continued)
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(i) Contract balances

December 31, January 1,
2018 2018
Notes and Accounts receivable (including related $ 86,124 87,925
parties)
Less: allowance for imopairment (10) (10
Total s 86,114 87918
Contract Habilities - hotel room service/unearned s 8972 5,988
revenue

For details on accounts receivable and allowance for impairment, please refer to note 6(b).

The amount of revenue recognized for the year ended December 31, 2018 that was included in
the contract liability balance at the beginning of the period was $5,988 thousand,

‘The major change in the balance of contract liabilities ie the difference between the time frame
in the performance obligation to be satisfied and the payment to be received. There was no
other significant changes during 2018.

(m) Revenue
The details of revenue for the year ended December 31, 2017 was as follows:
2017

Hotel room service revenue $ 969,223
Hotel catering service revenue 94,822
Management consultancy services revenue 5,400
Lease revenue —_— 26,286

3 1,095,731

()

Details of Revenue for 2018; pleass refer to note 6(T).
Employes compensation and directors® and supervisors’ remuneration

In accordance with the Articles of Incorporation, the Group should confribute no less than 0.7%
~10% of the profit as employee compensation and less than 1% as directors’ eand supervisors’
remuneration when there is profit for the year. However, if the Group hes acoumulated deficits, the
profit should be reserved to offset the deficit. The amount of remuneration of each director and
supervisor and of compensation for employees entitled to receive the sbovementioned employee
compensation is approved by the Board of Directors. The recipients of shares and cash may include
the employees of the Group’s affiliated companies who meet certain conditions.

(Continued)
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For the years ended December 31, 2018 and 2017, the Group estimated its employee remuneration
amounting to $261 thousand and $339 thousand, and directors’ and supervisors’ remuneration were
both zero. The estimated amounts mentioned above were calculated based on the net profit before
tax, exciuding the remuneration to employees, directors and supervisors of each period, multiplied
by the percentage of remuneration to employees, directors and supervisors as specified in the
Articles of Incorporation. These remunerations were expensed under operating costs or operating
expenses doring 2018 and 2017. Related information would be available at the Market Observation
Post System website. The amounts, as stated in the consolidated entity financial statements, are
identical to thoss of the actual distributions for 2018 and 2017.

Non-operating income end expenses
() Other income
The details of other income were as follows:

2018 2017
Interest income S 1,661 1,304
(ii) Other gains and losses
The details of other gains and losses were as follows:
2018 2017
Foreign exchange gains $ 1,680 1,303
Impairment loss
Impairment loss on property, plant, and equipment (992) (2,735)
Impairment loss on intangible assets (3,390) -
Others 1.162 793
(M) ____ (639
(iii) Finance costs
The details of finence costs were as follows:
2018 2017
Interest expense of bank loans $ 4,494 8,018
Interest expease of borrowings from related parties - 3,268
Other imterest expense - 118

s 4,494 11,404

(Continned)
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(r) Financial instruments
() Creditrisk

1)  Credit risk exposure

The carrying amount of financial assets and coniract assets represents the maximum
amount exposed to credit risk.

2) Concentration of credit risk

The exposure to credit risk for the bank deposits, fixed income investments, and other
financial instruments is meesured and monitored by the Group’s finance department. The
Group only deals with banks, other external parties, corporate orgenizations, government
agencies and financial institutions with good credit rating. The Group does not expect
any counterparty above fails to meet its obligations hence there is no significant credit
risk arising from these counterpartics.

3} Receivables

For credit risk exposure of note and trade receivables, please refer to note 6(b). Other
financial assets at emortized cost include other receivables, time deposits and lease

deposits.

All of these financial assets were considered to have low risk, and thus, the impairment
provision recognized during the period was limited to 12 months expected losses.
Regarding how the financial instruments were considered to bave low credit risk, please
refer to note 4(f).

There was no increase in loss allowance provision during.

() Liquidity risk

The following table shows the comtractual maturities of financial lisbilities, including
estimated interest payments and excluding the impact of netting agreements.

Cmrrying  Contractmal ‘Within

amount eashflows ~ 1year 15years OverSyears
December 31, 2018
Non-detivative financial linbilities
Non-interest-bearing liabilitics $ 240,939 240,939 105,583 43,791 91,565
Fixed rate instruments —430.000 432,560 432,560 -

S_61003 __ @7e0 ___SRI43 Q71 ___ 91865

December 31, 2017

Noo-derivative finmnoial Habilities
* Non-nterest-boaring lisbililes  § 241,138 241,138 107,066 31,191 102,881
Fixed rate instromeats 470000 471973 471973 - -

5 71138 713,111 5§79.030 31,191 102,881

The Group does not expect the cash flows included in the maturity analysis to ocour
significantly earlier or at significently different amounts.
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(iif) Interestrato analysis

)

Please rofer to the notes on Liquidity risk management and interest rate exposare of the Group’s
financial assets and liabilities.

The following sensitivity analysis is based on the exposure to the interest rate risk of derivative
and non-derivative financial instruments on the reporting date. Rogarding assets with variable
interest rates, the analysis is based on the assumption that the amount of assets outstanding at
the reporting date was outstanding throughout the year. The rate of change is expressed as the
interost rate increases or decreases by 1% when reporting to management internally, which
also represents the management’s assessment of the reasonably possible interest rate change.

If the interest rate had increased / decreased by 1% basis points, the Entity’s net income would
bave increased / decreased by $2,420 thousand and $3,060 thousand for tho years ended
December 31, 2018 and 2017 with afl other variable factors remsining constant, respectively.
This is mainly due to the changes in the variable-interest-rate deposits.

Fair value of financial instruments
1)  Fair value hierarchy

The carrying amount and fair value of the Group’ s financial mssets and liabilities,
including the information on fair value hierarchy were as follows; however, except as
described in the following paragraphs, for financial instruments not measured at fair
value whose carrying amount is reasonsbly close to the fair value, and for equity
investments that has no quoted prices in the active markets and whose fair value cannot
be reliably measured, disclosure of fair value information is not requirad:

December 31, 2018
Falr Valoe
Book Valus Levell  Level2 Level 3 Total
Financiel essets measured at
' amortzed cost
Cnsh and oash equivalents $ 306790
Notes and trade receivable 86,114
Other financial assety (Current) 161,658
Other financial agsets (Non- 156,763
current)
Subtotal §_7Li328
Financiel assety measured at
amortized cost
Bank losns $ 430,000
Notes and accounts payable 51,747
Other payables 53,836
Guarantee deposits received 828
Long-terth accounts payable _ 135356
Subiotal $___671,767
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December 31, 2017
Fair Value
Book Value Lovel 1 Lavel 2 Level 3 Total
Financial assets measored at
amortized cost
Cash and cash equivalenis $ 395,533
Notes and trade recelvable 87915
Other financial assets (Current) 8,914
Cther finencial assets (Non- 156,085
ourrent)
Subtotal $_652452
Financial assets measured at
amortized cost
Benk loans $ 470,000
Notas and accounts payable 53,901
Other payables 53,165
Guarantee deposits received 828
Lang-term accounts payable 134,072
Subtotal $___T11966

2) Valuation techniques for financial instruments not measured at fair value

The Group’s valuation techmiques and assumptions used for financial instruments not
measured at fair value are es follows:

a) Financial assets measured at amortized cost (debt investment that has no active
markets) and financial liabilities measured at amortized cost.

If there is quoted price gencrated by transactions, the recent transaction price and
quoted price data iz used as the basis for fair value measurement. However, if no
quoted prices are available, the discounted cash flows are used to estimate fair
valnes.

(@) Financial risk management

()

Overview

The Group has exposures to the following risks from its financial instruments:

1) credit risk

2) liquidity risk

3) marketrisk

The following likewlse discusses the Group’s objectives, policies and processes for measuring
and managing the above mentioned risks. For more disclosures about the quantitative effects of

these risks exposures, please refer to the respective notes in the accompanying consolidated
financial statements.

(Continued)
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Structure of risk management

The Board of Directors has overall responsibility for the establishment and oversight of the
risk management framework. The management of the Company reports regularly to the Board
of Directors on its activities.

The Group’s tisk management policies are established to identify and analyze the risks faced
by the Group, to set appropriate rigk limits and controls, and to monitor risks and adherence to
limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions and the Group’s activities. The Group, through its training and management
standards and procedures, aims to develop a disciplined and constructive control environment
in which all employees understand their roles and obligations.

The Group’s supervisors overses how management monitors compliance with the Group's risk
management policies and procedures, and reviews the adequacy of the risk management
framework in relation to the risks faced by the Group. The Group’s supervisors are assisted in
its oversight role by Internal Audit. Internal Audit undertakes both regular and ad hoc reviews
of risk management controls and procedures, the results of which are reported to the
supervisors and the Board of Directors.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails fo meet its contractual obligations, and arises principelly from the Group’s
receivables from customers and investments in debt securities.

1) Trade and other receivable

The Group’ s major business is hotel business service. The major customers are travel
agencies. The management periodically evaluates the collections of account receivables
from travel agencies, and expects there would be no significant credit risk. The Group
does not require any collaterals of account receivables and other receivables.

2) Investments

The exposure to credit risk for the bank deposits, fixed income investments, and other
financial instruments is measured and monitored by the Group’s finance department. The
Group only deals with hanks, other external parties, corporate organizations, government
agencies and financial institutions with good credit rating. The Group does not expect
any counterparty above fails to meet its obligations hence there is no significant credit
risk arising from these counterparties.

3)  Guarentees

The Group's policy is to provide financial guarantees only to wholly owned subsidiaries.
As of December 31, 2018, no other guarantees were outstending (2017: none).

(Continued)
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GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES
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(iv) Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations
associated with its financial liabilities that ere settied by delivering cash or another financial
asset. The Group’s approach to managing liquidity is to ensure, as far as possible, that it
always has sufficient liquidity to meet its Liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Group®s reputation.
As of December 31, 2018 and 2017 , the Group’s unused credit line both amounted to zero.

(v) Moarket risk

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

Capital management
The Group® s objectives for managing capital to safeguard the capacity to continue o operate, to

continue to provide a return on sharsholders, to maintain the interest of other related parties, and to
maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the dividend payment to the
shaveholders, reduce the capital for redistribution to shareholders or igsue new shares.

The Group and other entities in the same industry use the debt-to-equity ratio to manage capital. This
ratio is the total net debt divided by the total capital. The net debt from the balance sheet is derived
from the total liabilities less cash and cash equivalents. The total capital and equity include share
capital, capital surplus, retzined earnings, and other equity plus net debt.

As of December 31, 2018, the Group's capital management strategy is consistent with the prior year
28 of December 31, 2017, and the geering ratio is maintained stable so as to ensure financing at

reasonable cost. The Group’s debt-to-equity ratio at the end of the reporting period as of December
31, 2018 and 2017, are as follows:

December 31, December 31,

2018 2017
Total liabilities 3 686,866 719,508
Less: cash and cash equivalents —(306,790) {399,588)
Net debt S_____ 380076 319920
Total equity S___ 1790807 _____ 1.750.117
Adjusted equity §_2170983 _____ 2.070.037
Debt-to-equity ratio &t December 31 —1751% _ _1545%

The increase of debt-to-equity ratio as of December 31, 2018 was mainly due to the cagh expenditare
on renovation of new hotels in the current period.

(Continued)
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(7) Related-party transactions:
(a) Parent company and ultimate controlling company

In 2017, the Company is the ultimate controller of the Company and its subsidiaries, and since May
23, 2017, H.LS Hotel Holdings Co., Ltd. has been the parent company of the Group, with holding
51% of the outstanding ordinary shares; hence, the ultimate controller of the Group is changed to
H.IS Hotel Holdings Co., Ltd..

(b) Names and relstionship with related parties

The followings are entities that have had transactions with related party during the periods covered
in the consolidated financial statements.

Name of related party Relationship with the Group
Sanpu Trave] Service Co., Ltd. (Sanpu Travel) Same chairman with the Company
Tour Royale Service Co., Ltd. Same chairman with the Company
Star Light Co., Ltd. Same chairman with the Company
Cherry Tourist Co., Ltd. Same chairman with the Company
HLLS. Sanken Travel Co., Ltd. Same chairman with the Company
Green World Co., Ltd. Same chairman with the Company
Nien Fu Investment Co. Same chairman with the Company
Hsien-Chih Hgieh The Company’s chairman
Hsiw-Mei Hsich The Company’s director
H.LS Hotel Holdings Co., Ltd. The Company’s parent company
(c) Significant transactions with related parties

(i) Sales
The amounts of significant sales by the Group to related parties were as follows:
2018 2017

Hotel room and catering service revenue

Other related parties— Sanpu Travel 291,089 302,157

Other related parties 14,027 23,351
Lease revenue

Other related parties — Sanpu Travel 7,800 7,800

Other related parties i 3.000 __3,000

(Continued)
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GREEN WORLD HOTELS CO., LTD. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

Receivables from Related Parties
The receivables from related parties were as follows:
December 31, December

Account Relationship 2018 31, 2017
Notes receivable Other related parties— Sanpu Travel $ 26,310 32,623
Notes receivable Other related parties 1,476 1,788
Accounts receivable Other related parties—Sanpu Travel 26,661 25474
Accounts receivable Other related parties 1.659 1.563

§___356106 ____61.448
Payables to Related Parties
The payables to related parties were as follows:

December 31, December

Account Relationship 2018 31,2017
Accounts payable Other related parties $ - 95
Accounts payable The Group’s main management 13 -
Other payables Other related parties 244 3,857
Other payables Parent company 254 -

s S11 3.952

The Group remted office buildings and hotels from other related parties, and the rental
expenses were determined based on nearby office rental rates. For the years ended December
31, 2018 and 2017, the rental expenses were $86,003 thousand and $74,465 thousand,
respectively. As of Deoember 31, 2018 and 2017, the reatal deposits both amounted to $280
thousand, which were reported as other financial asset—non-current.

Contract commitment
The commitment with other related parties due to hotel renovation project was as follows:
December 31, 2017

Contract Amount
____amount paid
Contract commitment S 1288 1288

Guarantee

As of December 31, 2018 and 2017, the ultimate parent company had provided a guarantee for
loans taken out by the Group. The credit limits of the guarantee were as follows:

December 31, December 31,
2018 2017

H.LS Hotel Holdings Co., Ltd. L) 430.000 470,000

(Continued)
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(vii) Management consultent fee

The details of the payments made by the Group to the management consultant services are as
follows:

2018 2017
HLS Hotel Holdings Co., Lid. $ 254 -

(viif) Other

In 2017, the Company paid $3,268 thousand of the interest expenses of the borrowing froin the
related parties, and reported them as financiaf costs.

{(d) XKey management personnel compensation
Key management personnel compensation comprised:

) 2018 2017

Short-term employse benefits $ 6,328 5,745
Post-employment benefits 116 147
$ 6944 5892

(8) Pledged assets:
The carrying values of pledged assets were as follows:

December 31, December 31,
Pledged assets Object 2018 2017

Other financial asset—non-current  Guarantee for rental payment § 35500 35500

) Commitments and contingencies:
(a) The Group’s significant commitments of hotel renovation project and purchase computer software

were as follows:
December 31, December 31,
2018 2017
The price signed (tax included) g 16,246 24,066
The price paid (tax included) $ 11,711 -

(b) Please refer to note 6(h) for the leasing contracts of the Group as of December 31, 2018 and 2017.
Besides, the notes payable due to Jeasing payments were $608,185 thousand and $539,655 thousand,
respectivaly.

(10) Losses Due to Major Disasters: None
(11) Subsequent Events: None

(Continued)
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(12) Other:
(a) A summary of current-period employee benefits, depreciation, and amortization, by function, is as
follows:
1 2018 2017
By function|Operating |Operating Operating |Operating
By item Cost ‘ Expense Tota_l Cost Expense Total
{Employee bensfits
Salary 150,841 45155 195996| 142,384 ' 34,576 176,960
Labor and health insurance 15,584 4,478 20,062 13,819 2,974 16,793
Pension 8,285 2,285 10,570 7,188 1,551 8,739
Remuneration of directors - 600 600 . 710 710
Others 9,990 3,095 13,085, D417 2,405 11,822
Deprecistion 127,711 1,318 129,029 114,955 950| 115,905
lﬁmcrﬁzaﬂon 4,677 22,831 27,508 6,276 22,810 29,086

(b) Seascnality of operations

The Group's hotel business is subject to seasonal fluctuations as a result of vacation. Thus, this
industry typically has higher revenues and results for the first and fourth quarter of the year.

(13) Other disclosures:
(a) Information on significant transactions:

The following is the information on significant transactions required by the “Regulations Governing
the Preparation of Financial Reports by Securities Issuers” for the Group:

(i) Loens to other parties: None
(i) Guarantees and endorsements for other parties: None

(iif) Securities held as of December 31, 2018 (excluding investment in subsidiaries, associates and
joint ventures): None

(iv) Individual securities acquired or disposed of with accumulated amount exceeding the lower of
NT$300 million or 20% of the capital stock: None

(v) Acquisition of individual roal estate with amount exceeding the lower of NT$300 million or
20% of the capital stock: None

(vi) Disposal of individual real estate with amount exceeding the lower of NT$300 million or 20%
of the capital stock: None

(Continued)
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(vii) Related-party transactions for purchascs and sales with amounts exceeding the lower of
NT$300 million or 20% of the capital stook:

(in thousands of New Taiwan Dollars)
[ Traussotioes with torms | Notea/Accowsts receivible
Trmwaction detafls didffarest from otern vable}
Peroentags of ol
Parcentage of nMu:ml
Nae of | Related | Natwreof |[Purchase total Payment Eoding roostvabilo
gosnpamy [y relationahip | Sale | Amomnt jpurchaserisales) terms | Uni price [Fayment torms| balasce {poyatilal Mote,
The Eanpu oiher releiod | Salle | 296,699 u% Qinds . 2,760 65%
Company  [Trevel Llln'y days
Barvice Co.,
|Lid.

(viii) Receivables from related parties with amounts exceeding the lower of NT$100 million or 20%
of the capital stock: None

(ix) Trading in derivative instruments: None
(x) Business relationships and significant intercompany transactions:

(in thonsands of New Taiwen Dollars)
Intercompany traesotions
Name of |Nemecofcounter-| Nature of Trading | Perosntuge of the aonsolidated
o, COMmpany party reiationship | Acsount pame | Amount terms nct revonue of total assels
0 [Green Wordd  [recn World 1 - Operating 3,600 [5 days after 0.31%
Ioels Co., Lid fHioie! Zhonghua yevenug [fnvolce date
oo, Lad.
0 [Green World  Green World 1 ndier receivables 17 ] 0.01%
Hoiels Co,, Ltd [Hose! Zhongtun
Lo, Lid

(b) Information on investees:

The following is the information on investees for the years ended December 31, 2018 (excluding information on
investees in Mainland China):

(c) Information on investment in mainland China:

(i) The names of investees in Mainlend China, the main businesses and products, and other
information: None

(ii) Limitation on investment in Mainland China: None
(ii) Significant transactions: None

(Continued)
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(14) Segment information:
(a) General information

The Group’s hotel business is considered as operating segment, whose segment profit or loss, assets,
and liabilities are similar to the consolidated report. Please refer to the consolidated balance sheets

and the consolidated statements of comprehensive income.
(b) Major customer information

Please refer to note 7 for the details of the operating revenue from single customer, which is more
than 10% of total revenue of the Group.
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Independent Auditors’ Report

To the Board of Directors of Green World Hotel Co,, Ltd.:
Opinion

We have audited the financial statements of Green World Hotel Co., Ltd. (“the Company”), which comprise the
balance sheets as of December 31, 2018 and 2017, and the statements of comprehensive income, changes in
equity and cash flows for the years ended December 31, 2018 and 2017, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at and its financial performance and its cash flows for the years then ended
December 31, 2018 and 2017 in accordance with the Regulations Governing the Preparation of Financial

Reports by Securities Issuers.

Basis for Opinion

We conducted our audit in accordance with the Regulations Governing Auditing and Certification of Financial
Statements by Certified Public Accountants and the auditing standards generally accepted in the Republic of
China. Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of the Financijal Statements section of our report. We are independent of the Company in accordance with
the Certified Public Accountants Code of Professional Ethics in Republic of China (“the Code™), and we have
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis of our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming cur opinion thereon, and we do not provide a separate opinion
on these matters. We have determined the matters described below to be the key audit matters to be
communicated in our report.

1. Impairment of intangible essets, property, plant, and equipment:

Refer to Notes 4(h) “Property, plant, and equipment”, 4(j) “Intangible assets”, 6(d) “Property, plant, and
equipment” and 6(¢c) “Intangible assets” to the financial statements for the accounting policies and the details
of the information.

Descripti i

As of December 31, 2018, the carrying amount of intangible assets, property, plant, and equipment constitute
63% of the total assets of the Company. The major part of intangible assets are originated from the
acquisition of Green World Hotel Co., Ltd. in 2015. Since the aforementioned assets’ operation performance
are affected by uncertainties of industry competition, government policy, and economic environment, the
estimated recoverable amount of future discounted cash flows is highly uncertain; hence, there is a risk of
overestimate of intangible assets, property, plent, and equipment. We pay more attention to the
appropriateness of the assumptions, estimates and judgments of the future discounted cash flows during the

audit process.

KPMG, @ Twwon parinershp ana a membsr hrm of ing KPMG nolvoek o] ndapendont mambes
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We cast professional skepticism on management’ s impairment assessment model. The work includes
evaluating whether management has identified all cash-generating units which might have impairments and
considering whether all the assets which need to be tested have been included in the impairment assessment.

We also review the main parameters used by management to estimate future cash flow {e.g. expected growth
rate, discount rate, profit margin, cash basis revenue, and cost increase rate). We verify the reasonability of
the assumptions and accuracy of management’s calculation based on available data.

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with Regulations Governing the Preparation of Financial Reports by Securities Issvers and for such internal
control as management determines is necessary to enable the preparation of financial statements that are free
from material misstaterent, whether due to fraud or error.

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

Those charged with govemnance (including the supervisors) are responsible for overseeing the Company’ s
financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statemerits

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

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

1. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, 8s 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 putpose of expressing an opinion on the effectiveness of the
Company’s internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.
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4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that 2 material
uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the andit evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

5. Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statemerits represent the underlying transactions and evehts in a manmer that

achieves fair presentation.

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

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

we identify during our audit.

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

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditors’ report unless law or regulation precludes public disclosure
about the matter or when, in exiremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partners on the audit resulting in this independent anditors’ report are Shu-Ying Chang and
Shih-Chin Chih.

KPMG

Taipei, Taiwan (Republic of China)
March 19, 2019

Notes to Heiders

The accompanying financial statements are intended only to present the statement of financial position, financiel performance end cash
flows in accordence with the accounting principles and practices generally accepted in the Republic of China and not those of any other
Jjurisdictions, The standards, procedures and practices to sudit such financial ststements are those generelly accepted and applied in the
Republic of China.

The independent auditors” report and the accompanying financial statements are the patial 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 anditors’ report and financial statements, the Chinese version shal} prevail.



(English Transiation of Financial Statements Originally Issued in Chinese)
GREEN WORLD HOTEL CO., LTD.

Balance Sheets
December 31, 2018 and 2017
(expressed in thonsands of New Taiwan Dollars)

December 31,2018 December 31, 2017

Assets Amount % _ Amount %
Current assets:
1100 Cash and cash equivalents (note 6(a)) $ 267,325 11 370,789 15
1150  Notes recsivable, net (notes 6(b) and 7) 27,844 1 34226 2
1170 Accounts receivable, net (notes 6(b) and 7) 539055 2 47870 2
1476 Other current financial assets (notes 6(a), () and 7) 161975 7 8901 -
1479  Other current assets 2363 _1 16657 __1
533462 _22 478443 _20
Non-current aqsets:
1550  Investments sccounted for using equity method, net (nots 6(c)) 177,078 8§ 182,924 8
1600  Property plant, and equipment (note 6(d)) 1,126,744 46 1,147,058 47
1780 Intangible assets (note 6(s)) 419,720 17 444,470 18
1840 Deferred tax assets (note §(3)) 54016 2 45913 2
1980 Other non-carrent financial assets (notes 6(f), 7 and B) 130,208 5 129,481 5
1990 Other non-current assets _— T - 5003 -
I8 1954939 80
Total assets §__2.442.034 100 ___ 2433382 100



2100
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2150
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2200
2230
2399
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3200
3310
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{English Transiation of Financial Statements Originally Issued in Chinese)
GREEN WORLD HOTEL CO., LTD.

Balance Sheets (CONT*D)
December 31, 2018 and 2017
{expressed in thousands of New Taiwan Dollars)

Liabflities and Equity
Current liabilities:

Short-term borrowings (note 6(g))
Current contract liabilities (note 6{m))
Notes payable

Accounts payable (note 7)

Other payables (notes 6(d), (i) and 7-)
Current tax linbilities (note 6(7))
Other current liabjlities

Non-Current labilities:
Long-term accounts payable (note 6(h))
Guarantee deposits

Total liabiiltles

Equity atiributable to owners of parent (note 6(k)):

Capital stock
Capital surplus
Legal reserve
Unappropriated retained earnings
Total equity
Total Habilities and equity

Seo accompanying notes to financial statements.

December 31, 2018 _December 31, 2017

Amount % Amount %

8 430,000 18 470,000 19
8590 - - -

3627 - 10,692 -

43523 2 37,298 2

50063 2 50,445 2

4360 - - ;

_ L5379 = . 5959 -
541742 22 574394 _23
108547 4 108,043 4
SR R —
— 109375 _4 __ 10887] __4
651117 26 683.265 27
1,097,283 45 1,097,283 46
604,393 25 604,393 25

43844 - - -

84387 _4 48441 _2
—1790.907 74 ___ _L750]17 .73
§_2442024 100 ____2433.382 100



4000
5000

6100

7010
7020
7050
7070

7900
7950

8300

9750
9850

See accompanying notes to financial statements.

(English Translation of Financial Statements Originally Issued in Chinese)
GREEN WORLD HOTEL CO,, LTD. -

Statements of Comprehensive Income
For the years ended December 31, 2018 and 2017
{expressed in thousands of New Talwan Dollars , except earnings per share)

Operating revenues (notes 6(m), (n) and 7)
Operating costs (notes 6(d), (¢), (h), (i) and 7)

Gross proflt from operations

Operating expenses (notes 6(d), (¢), (i), (T) and 7):

Selling expenses
Administrative expenses
Operating expenses
Operailng income

Non-gperating income and expenses (notes 6(d), (c), (p) and 7):

Other income
Other gains and losses, net
Finance costs

Share of profit of mbgidiaries accounted for using equity method, net _____3,360

Profit before income tax
Less: income tax gains (noted (j))
Profit
Other comprehensive income, net
Comprehensive income
Earniugs per share (note 6(1))
Baslc earnings per share (NT dollars)

Dluted earnings per share (NT dollars)

2018 2017
Amonnt =~ % _Amount %
$ 1,043,301 100 973,770 100
— 841332 8] __ 791930 _81
——201.969 181,840 _ 19

100,273 10 77439 8
— 63,185 6 36273 _ 6
~—163438 _16 __ 133712 14
—38511 _3 48128 5

1,359 - 1,015 -
(1,689 - M0y -
(4499 - ©6%9) (1)

= 5,727 1

(1.464) - 313 _-
37,047 3 48441 5
{3.743) _ - - -
40790 _ 3 __ 48M1 __5
$__40790 __3 __ 48441 _§
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(Bnglish Tramilation of Financial Statements Originally Issued in Chinose)
GREEN WORLD HOTEL CO.,LTD.

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

Cagh flows from (nsed in) operating activities:
Profit before tax
Adjustments:
Adjustments to reconcile profit:
Depreciation expense
Amortization expense
Provision for bad debt expense
Interest expense
Interest income
Share of profit of subsidiaries accoumted for vsing squity method
Impairment loss on non-financial assets
Gain on reversal of long-term accounts payable
Lease expense
Total adjustments to reconcile profit (loss)
Changes In operating assets and liabilities:
Notes receivable
Accounts receivable
Other current assets
Other financial assets
Confract lisbilities
Notes payable
Accounts payable
Other payable to related parties
Other current Habilities
Total changes in operating assets and liabilities
Cash inflow generated from operations
Interest received
Dividends received
Interest paid
Incoms taxes paid
Net cash flows from operating activities

2018 2017

$ 37,047 48,441
113,491 101,474
25,757 26,915
10

4494 9,699
(1,359) (1,015)
(3,360) (9,727)
4,382 2,735

- (540)
04 422
143,909 129,973
6,382 (6,393)
(6,085) (10,405)
(5,663) 5,678
(574) (290)

3,676 -

(7,065) 5778
6,225 17,482
14,704 5,163
534 1583
12,134 18,596
193,090 197,010
1,359 1,015
9,206 7,160
(4,499) (10,716)

(43) .
—_— 199313 _ 194469




(English Yranslation of Minancial Statements Originally Issued in Chinese)
GREEN WORLD HOTEL CO., LTD.

Statements of Cash Flows (CONT’D)
For the years ended December 31, 2018 and 2017
(expressed in thousands of New Taiwan Dollars)

Cash flows from (used in) investing activities:

Acquisition of investments accounted for using equity method

Acquisition of property plant, and equipment

Proceeds from disposal of property plant, end equipment

Acquisition of intengible assets

Proceeds from disposal of intangible asseis

Increase in other finanoinl assets

Decrease in other non-current assets

Net cash flows used in Investing activities

Cash flows from (used fn) financing activities:

Increase in short-term loans

Decrease in short-term loans

Decrease in shori-term nofes

Repayments of long-term debt

Decrease in other payabies to related parties

Capital increass by cash

Net cash flows from (used in)) financing activities

Net (decrease) Increase in cash and cash equivalents
Cash and cash equivalents at beginning of perfod
Cash and cash equivalents at end of period

See accompanying notes to financial statements,

2018 2017

- (120.000)
(109,250) (358,788)

- 676
(100) (1,434)

- 44
(153,227) (23,155)

- 134
— 2R3N . (0L
280,000 470,000
(320,000) (56,250)

= (80,000)

- (510,365)

- (340,000)

- 1,122,008
(40.000) 605,390
(103,464) 298,746
370.789 72,043 .

S____267.328 _ 370789




(English Transiation of Financial Statements Originally Issued in Chinese)
GREEN WORLD HOTEL CO., LTD.

Notes to Financial Statements
For the years ended December 31, 2018 and 2017
(expressed in thousands of New Taiwan Dollars, unless otherwise specified)

(1) Company history

GREEN WORLD HOTEL CO., LTD.(the “Company”), which was criginal named U-Chain Technology
Co., Ltd.. The Company was established in accordance with the Company Act of the Republic of China,
and began running business on July 22, 1994, The Company changed its organization type to a company
Himited by shares in January 1996, and changed its name to “Applied Vacuum Coating Technologies Co.,
Ltd” in May 1997. The Company’ s common shares were listed on the Taipei Bxchenge(TPEx) on
December 6, 2004,

A resolution was passed during the genera] shareholders’ meeting held on June 26, 2015, for changing its
name to “Green World Hotel Co., Ltd.”, and a resolution of short-form merger with the subsidiary Green
World Hotel Co., Ltd. was passed during the meeting of Board of Directors held on Aungust 11, 2015. The
two parties merged in accordance with the Business Mergers and Acquisitions Act, the date of merger was
set on October 1, 2015. After the merger, the Company is the survival one, and the subgidiary is
eliminated.
The short-form merger was completed and epproved in accordance with Ruling No.10401220100 issued
by the Ministry of Economy on December 7, 2015.
The major business activities of the Company is Hotels and Restaurants Operation.

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

The financial statements were authorized for issuance by the Board of Directors on March 19, 2019.

(3) New standards, amendments and interpretations adopted:

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

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

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

Amendmeant to IFRS 2 “Classification and Measurement of Share-based Jenuary 1, 2018
Payment Transactions”
Amendments to IFRS 4 “Applying IFRS 9 Finencial Iistruments with IFRS 4 January 1, 2018
Insurance Contracts™
IFRS 9 “Financial Instruments™ January 1, 2018
IFRS 15 “Revenue from Contracts with Customers” Jenvary 1, 2018
Amendment to IAS 7 “Statement of Cash Flows -Disclosure Jnitiative” Jenuary 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

(Contimued)



GREEN WORLD HOTEL CO.,LTD.

Notes to Financial Statements
Effective date
New, Revised or Amended Standards and Interpretations per JASB
Annual Improvements to IFRS Standards 2014-2016 Cycle:
Amendments to IFRS 12 January 1, 2017
Amendments to JFRS 1 end Amendments to IAS 28 Jenuary 1, 2018
IFRIC 22 “Foreignh Currency Transactions and Advance Consideration™ Jarmary 1, 2018

Except for the following iteme, the Company belioves that the adoption of the above IFRSs would
not have eny material impact on its financial statements. The extent and impact of signification
changes are as follows:

(f) IFRS 15 “Revenue from Contracts with Customers”

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

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

The following are the nature and impacts on changing of accounting policics:
1) Rending of services

The Company provides hotel rooms snd catering services. Under IFRS 15, the total
consideration in the service contracts will be allocated to all services based on their
stand-alone selling prices. The stand-alome selling prices will be determined based on the
Bst prices at which the Company sells the services in separate transactions. The
Company evaluates and compares the fuir value and the stand-alone selling prices of the
services to the previous standard, and most of which are similar; hence, the Company
believes that the point of revenue recognition of such services would not have significant
impact on the Company's financial statements.

(Continued)
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GREEN WORLD HOTEL CO., LTD.
Notes to Financial Statements

2) Impacts on financial staternents

The following tables summarize the impacts of adopting IFRS15 on the Company’ s
financial statements:

Decamber 31, 2018 Japuary 1, 2018
Balances Impactof Balance Balamces  Impactof  Balance
priortothe changesin wpon  priortothe changesin upon

Impacted line itemy on the  adoption of accounting asdoption adoption of accounting  adoption
balancs shest IFRS 15 policles ofIFRS1S IFRS 1S policles = of IFRS IS5
Impact on asseis e =
Current contrect lisbilites  § - 8,590 8,590 - 4914 4,914
Other current Habilities 10,169 (8,590) 1,579 5959 (4.914) 1,045
Impaet on Habilities - -
Impact on equity - -
2018
Impact of
Balances prior  changesin  Balance upon
Impaeted line items on the to the adoption  accounting adoption of
statement of cash flows of IFRS 18 polices IFRS 15
Cash flows from (used in) operating
activities:
Adjustments:
Contract liabilities $ - 3,676 3,676
Other contract liabilities 4210 _____ (3.676) 534
Impset on net cash flows from -
operating activities
IFRS 9 “Financial Instruments”

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

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

(Continued)
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GREEN WORLD HOTEL CO., LTD.
Notes to Financial Statements

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

1)

2)

3

Classification of financial assets and financial liabilities

IFRS 9 contains three principal classification categorics for financial assets: measnred at
amortized cost, fair value through other comprehensive income (FVOCT) and fair value
through profit or loas (FVTPL). The classification of financial assets under IFRS 9 is
generally based on the business model in which e financial asset is managed and its
contractual cash flow characteristics. The standard eliminates the previous IAS 39
categories of held to maturity, loans and receivables and available for sale. Under IFRS
9, derivatives embedded in contracts where the host is a financial asset in the scope of
the standard are never bifurcated. Instead, the hybrid financial instrament as a whole is
asscssed for classification. For an explanation of how the Company classifies and
measures financial assets and accounts for related gains and losses under IFRS 9, please
see nots 4(f).

The adoption of IFRS 9 did not have any & significant impact on its accounting policies

on financial liabilities.

Impairment of financial assets

IFRS 9 replaces the ‘incurred loss’ model in JAS 39 with the * expected crodit Joss’

(BCL) model. The new impairment model applies to financial assets measured at

amortized cost, contract assets and debt investments at FVOCI, but not to investments in

equity instraments. Under IFRS 9, credit losses are recognized earlier than they are under

IAS 39 — please see note 4(f).

Transition

The adoption of IFRS 9 have 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 reserves as on January 1, 2018.
Accordingly, the information presented for 2017 does not gemerally reflect the

requirements of IFRS 9 and therefore is not comparable to the information presented
for 2018 under IFRS 9.

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

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

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

— The designation of certain investments in equity instraments not held for trading
as st FVOCL

(Continued)
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GREEN WORLD HOTEL CO.,LTD.
Notes to Financial Statements

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

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

The following table shows the original measurement categories under IAS 39 and the

new measurement categories under IFRS 9 for each class of the Company's financial

assets as of January 1, 2018. (Measurement categories and carrying amount of financial
liabilities are not changed).

IAB3S FREY
Carrying Carry.
Messurement categories Amiount Messurement caicgorles Allm:f‘

Finanelal Asseis

Cash and equivalents  Loans and receivables (note) 370,789 Amortized cost 370,789

Trude and other Loens ant recoivables (nots) 82,096 Amortizad cost 82,096
reocivablos

Other financial msots  Loans and receivables (note) 138,382 Amortized oost 133,382

Note: Trade and other receivables that were classified as loans and receivables under IAS
390 are now olassified at amortized cost.

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

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

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

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

Except for the following items, the Company believes that the adoption of the above IFRSz would
not have any material impact on its 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.

(Continued)
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GREEN WORLD HOTEL CO., LTD.
Notes to Financial Statements

IFRS 16 introduces a single and an on-balance sheet lease accounting model for Iessces. A
lessce recognizes 8 right-of-use asset representing its right to use the underlying ssset and a
lease liability representing its obligation to make lease payments. In addition, the nature of
expenses related to those leases will now be changed since IFRS 16 replaces the straight-line
operating lease expense with a depreciation charge for right-of-use assets and interest expense
on lease liabilities. There are recognition exemptions for short-term leases and leases of low-
value items. The lessor accounting remains similar to the current standard — i.e. the lessors will
continue to classify loasos as finance or operating leases.

1)

2)

Determining whether an arrangement contains a lease
On transition to [FRS 16, the Company can choose to apply either of the following:
IFRS 16 definition of a lease to all its contracts; or

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

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

Transition .

As a lessee, the Company can apply the standard using either of the following:
retrospective approach; or
modified retrospective approach with optional practical expedients.

The lesses applies the election consistently to all of its leases,

On January 1, 2019, the Company plans to initially apply IFRS 16 using the retrospective
approach. Therefore, the cumulative effect of adopting IFRS 16 will be recognized as an
adjustment to the opening balance of retained earnings at Janmary 1, 2019, with
restatement of comparative information.

When applying the 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 fransition. The Company chooses to elect the
following practical expedients:

apply a single discount rats to & portfolio of leases with similar characteristics.

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

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

(Continued)
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GREEN WORLD HOTEL CO., LTD.
Notes to Financial Statements

+ exclude the initial direct costs from measuring the right-of-use assets at the date of
initial application.

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

3) So far, the most significant impact identified is that the Company will have to recognize
the new assets and Habilities for the operating lesses of its buildings for hoteling
business. The Company estimated that the right-of-use assets, deferred tax assets and the
lease liabilities to increase by $3,223,593 thousand, $33,080 thousand, and $3,489,588
thousand, respectively, as well as the retained earnings, long-term accounts payables and
jnvestments accounted for using equity method to decrease by.$140,094 thousand,
108,547 thousand, and $15,726 thousand on January 1, 2019, respectively.

The actual impacts of adopting the standards mey change depending on the economic conditions and
events which may occur in the firture,

The impact of IFRS issued by JASB but not yet endorsed by the FSC

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

Effective date

New, Revised or Amended Standards and Intcrpretations per IASB
Amendments to IFRS 3 “Definition of 2 Business” January 1, 2020
Amendments to IFRS 10 and IAS 28 “Sale or Camtribution of Assets Between Effective date to
an Investor and Its Associate or Joint Venturs” be determined

by IASB
IFRS 17 “Insurance Contracts” January 1, 2021
Amendments to IAS 1 and IAS 8 “Definition of Material® January 1, 2020
Thoss which may be relevant to the Company are set out below:
Issnance / Release Standards or
Dates Interpretations Content of amendment

October 31,2018  Amendments to IAS 1 and IAS The amendments clarify the definition of
8 “Definition of Material” material and how it should be applied by
_including in the definition guidance that until
now has featured eclsewhere in IFRS
Standards. In addition, the explanations
accompanying the definition have been
improved. Finally, the amendments ensure
that the definition of material is consistent
across all IFRS Stendards,

The Company is evaluating the impact on its financial position and financial performance upon the

initial adoption of the abovementioned standards or interpretations, The results thereof will be
disclosed when the Company completes its evaluation,

(Continued)



15

GREEN WORLD HOTEL CO., LTD.
Notes to Financial Statements

(4) Summary of significant accounting policies:

The accompanying financial statements are the English translation of the Chinese version prepared and
used in the Republic of China. If there is any conflict between, or any difference in the interpretation of
the English and Chinese langnage financial statements, the Chinese version shall prevail.

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

(2)

®)

(@)

Stetement of compliance

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

Basis of preparation
() Basis of measurement

The financial statements have been prepared on a historical cost basis.
(ii) Functional and presentation currency

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

Foreign currencies

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

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

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

Fair value through other comprehensive income (Available for sale) equity investment.

(Continued)
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(d) Classification of current and non-current assets and liabilities

(©

®

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

An entity shall classify an assets as current when:

(D Itisexpected 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;

(iif) 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 under one of the following criteria, end all other liabilities are
classified as non-current.

An entity shall classify a liability es current when:

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

(ii) I is held primerily for the purpose of trading;

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

(iv) It does not have an unoonditional 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 setilement by issuing equity instruments do not affect its
classification.

Cash and cash equivalents

Cash and cash equivalents comprise cash, cash in bank, and short term, highly Liquid investments

that arc readily convertible to known amounts of cash and are subject to an insignificant risk of

changes in value. Time deposits which meet the above definition and are held for the purpose of

meeting short term cash commitments rather than for investment or other purposss should be
recognized as cash equivalents.

Financial instruments
(i) Financial assets (policy applicable from January 1, 2018)
Financial assets are classifisd into the following category: measured at amortized cost.

The Company shall reclassify all affected fmancial 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 st amortized cost if it meets both of the following
conditions and is not designated as at FVTPL :

(Continued)
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¢ it is held within a business model whose objective is to hold assets to collect
contractual cash flows; and

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

A financia] asset measured at amortized cost is initially recognized at fair value, plus any
directly attributable transaction costs. These assets are subsequently measured at
amortized cost using the effective interest method. The amortized cost is reduced by
impairment losses. Interest income, foreign exchange gains and losses, and impairment
loss, are recognized in profit or loss. Any gain or loss on derecognition is recognized in
profit or loss.

Impairment of financial assets
The Company recognizes loss allowances for expected credit losses on financial assets
measured at amortized cost (including cash and cash equivalents, amortized costs, notes

and accounts receivable and other financial assets), accounts receivable measured at
FVOCI and contract assets.

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

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

¢ other debt securities and bank balances for which credit risk (i.e. the risk of default
occurring over the expected life of the financial instrument) has mot increased
significantly since initial recognition.

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

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

12-month ECLs are the portion of ECLs that result from default events that are possible
within the 12 month after the reporting date (or & 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 Company is exposed to credit risk.

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

(Continued)
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'I'heCompanycons:dmadnbtsoeuﬂtytohmlowmd:tmkwhen:tumedxtn:kmﬁng
is equivalent to the globally understood definition of * investment grade which is
oconsidered to be BBB- or higher per Standard & Poor’s, Baa3 or higher per Moody*s or

twA or higher per Taiwan Ratings’.

The Company assumes that the credit risk on a financial asset has increased significantly
if it is more than 90 days past due.

The Company considers a financial asset to be in default when the financial asset is more
then 180 days past due.

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

At cach reporting date, the Company assesscs whether financial assets carried at
amortized cost and debt securities at FVOCI are credit-impaired, A financial asset is
* credit-impaired’ when ome or more events that have a detrimental impact on the
estimated future cash flows of the financial asget have occurred. Evidence that a financial
assets is credit-impaired includes the following observable data :

» significent financial difficulty of the borrower or issuer :
¢ 2 breach of contract such as a default or being more than 180 days past due :

o the lender of the borrower, for economic or contractual reasoms relating to the
barrower’ s financial difficulty, having granted to the borrower a concession that the
lender would not otherwise consider ;

e it is probable that the borrower will enter bankruptcy or other financial
reorganization ; or
¢ the disappearance of an active market for a security because of financial difficulties.

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

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

(Continued)
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Derecognition of fimancial assets

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

(i) Fmancial assets (policy applicable before January 1, 2018)
Financial dssets are classified into the following category: loans and receivables

1)

2)

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are
not quoted in an active market. Such assets are recognized initially at fair value plus any
directly aitributable tramsaction costs. Subsequent to initial recognition, loans and
receivables other than insignificant interest on short term receivables are measured at
emortized cost using the effective interest method, less any impairment losses. A regular
way purchase or sale of financial assets is recognized and derecognized, as applicable,
using trade date accounting.

Interest incoms is recognized in profit or loss, and it is included in other revenue jtems.
Impairment of financial assets

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

All individually significant receivables are assessed for specific impairment. Receivables
that are not individually significant are collectively assessed for impairment by
Companying together assets with similar risk characteristics. In assessing collective
impairment, the Company uses historical trends of the probability of defaylt, the timing
of recoveries and the amount of loss incurred, adjusted for management’s judgment as to
whether current economic and oredit conditioms are such that the actual losses are Iikely
1o be greater or Iess than the those suggested by historical trends.

An impairment loss in respect of a financial asset measured at amortized cost is
calculated as the difference between its carrying emount and the present value of the
estimated future cash flows discounted at the asset’s original effective interest rate.

An impairment loss in respect of & financial asset is deducted from the carrying amowmt
except for accounts receivable, for which an impairment loss is refiected in an allowance
account against the receivables. When it is determined a receivable is uncollectible, it is
written off from the allowance account. Changes in the amount of the allowance account
are recognized in profit or loss.

(Continued)
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If, in a subsequent period, the amount of impairment loss on a financial asset measured at
amortized cost decreases and the decrease can be related objectively to an event
ocourring after the.impairment was recognized, the decrease in impairment loss is
reversed through profit or loss to the extent that the carrying value of the asset does not
exceed its amortized cost before the impairment was recognized at the reversal date.

Impairment losses and recoveries of accounts recajvable are recognized in profit or loss;
impairment losses and recoveries of other financial assets are recognized in other gaing
and losses.

Darecognition of financial assets

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

(iii) Financial liabilities and equity instruments

1

2)

3)

Classification of debt or equity

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

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

Interest related to the financial liability is recognized in profit or loss, and inclided in
other gains and losses.

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

Other financial liabilities

Financial liabilities not classified as held for trading or designated as at fair value
through profit or loas are measured at fair value, plus any directly attributable transaction
costs at the time of initial recognition, Subsequent to initial recognition, they are
measured at amortized cost calculated using the effective interest method, Interest
expense not capitalized as capital cost is recognized in profit or loss, and is included in
finance costs.

Derecognition of financial liabilities

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

(Continued)
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4)  Offsetting of financial assets and labilities

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

() Investment in subsidiary

The subsidiaries in which the Company holds controlling interest are accounted for under equity
method in the financial statements. Under equity method, the net income, other comprehensive
income and equity in the financial statement are the same as those attributable to the owners of
parent in the consolidated financiel statements.

The changes in ownership of the subsidiaries are recognized as equity transaction.
Property, plent, and equipment

®)

@

(if)

(i)

Recognition and measurement

Items of proparty, 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 itsm 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
deprecistion method of that significant part are the same as those of anather significant part of
that same item,

Thegainurlossarisingfromthedmeogniﬁonofaniﬁamofproperty,plmt,andequipmentis
determined as the difference between the net disposal proceeds, if any, and the i
amount of the item, and it shall be recognized in profit or loss, under other gains and losses.

Subsequent cost

Subsequent expenditure is capitalized only when it is probable that future economic benefits
associated with the expenditure will flow to the Company. The carrying amount of those parts
of fixed assets that are replaced is derecognized. Ongoing repairs and maintenance are
expensed as incurred.

Depreciation

Depreciation is calculated on the cost of an asset less its residual value and is recognized in
profit or loss on a straight line basis over the estimated usaful lives of each component of an
itom of property, plant, and equipment, ftems of property, plant, and equipment with the same
useful Jife may be grouped in determining the depreciation charge. The remainder of the items
may be depreciated separately.
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Leased assets are depreciated by the straight line method during the pericd of expected use,
consistent with the depreciation policy the lessee adopts for depreciable assets that are owned.
If there is reasonable certainty that the Iessee will obtain ownership by the end of the lease
term, the period of expected use is the useful life of the asset; otherwise, the asset is
depreciated over the shorter of the lease term and its usefu life.

Land has an unlimited useful life and therefore is not depreciated.

The estimated useful lives for the current and comparstive years of significant items of
property, plant, and equipment are as follows:

» Buildings 21 years
= Transportation équipment 8 years
o Leasehold improvements 2~19 years
o Other equipment 3~10 years

The depreciation methods, useful lives, and residual values are reviewed at each reporting date.
If expectations differ from previous estimates, the changes are accounted for as changes in
accounting estimates,

(i) Leaso
(i) Lessee

Leases in which the Company assumes substantially all of the risks and rewards of ownership
are clagsified as finanoe leases. On initial recognition, the lease asset is measured at an amount
equal to the lower of its fair value or the present value of the minimum lease payments,
Subsequent to initia] recognition, the asset is accounted for in accordance with the accounting
policy applicable to the asset.

Other leases are operating leases end are not recognized in the Company’s balance sheets,

Payments made under operating leases (excluding insurance and maintenance expenses) are
recognized in profit or loss on a straight-line basis over the term of the lease.

Contingent rent is recognized as expense in the period in which it is incurred,

(Contiamed)
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Intangible assets
(i) Goodwill
1)  Recognition
Goodwill arising from the acquisition of subsidiaries is recognized as intangible assets.
2) Measurement
Goodwill is measured st cost less acoumulated impairment losses. Impairment loss on
equity investment in investees accounted for under the equity method is not allocated to
any asset, including goodwill that forms part of the carrying amount of such investment.
(i) Other intangible assets

Other intangible msscts that are acquired by the Company are measured at cost less
aconmulated amortization and any accumulated itmpairment logses.

(iii) Subsequent expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits
embodied in the specifio asset to which it relates. All other expenditures, including expenditure
on internally generated goodwill and brands, is recognized in profit or loss as incurred.

(iv) Amortization

The amortizable amount is the cost of an asset less its residual value. Exoept for goodwill and
intangible assets with indefinite useful lives, amortization is recognized in profit or loss on a
straight-line basis over the estimated useful lives of intangible assets from the date that they
are available for use. The estimated useful lives for the current and comparative periods are as
follows.

e Trademarks 10 years
¢ Cuostomer relationship 10 years
o Computer software 1~5 years

The residual value, the amortization pericd and the amortization method for an intangible asset
withaﬁnitenuﬁﬂﬁfemmvimdﬂleastatmchmporﬁngdate.hychmgethmfis
accounted for as a change in accounting estimate.

Impairment of non-financial assets

The carrying amounts of the Company’ s non-financial assets, other than assets arising from
construction contracts, deferred tax assets, and assets arising from employee benefits, are reviewed
at each reporting date to determine whether there is any indication of impairment. If any such
indication exists, then the asset’s recoverable amount is estimated. If it is not possible to determine
the recoverable amount (the higher of its fair value lces costs of disposal and its value in use) for the
individual asset, then the Company will have to determine the recoverable amount for the asset’s

cash generating unit (CGU).

(Continued)
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Notwithstanding whether indicators exist, goodwill and intangible assets with indefinjte useful lives
or those not yet in use are required to be tested at lcast annually.

The recoverable amount for individual asset or 2 CGU is the higher of its feir value less costs to sell
and its value in use. If and only if, the recoverable amount of an asset is less than its carrying
amount, the carrying amount of the asset is reduced to its recoverable amount. Such is desmed as an
impairment loss, which is recognized immediately in profit or loss.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the acquirer’s CGUsS, or groups of CGUs, that are expected to
benefit from the synergies of the combination. If the carrying amount of the CGUs exceeds the
recoverable amount of the unit, impairment loss is recognized and is allocated to reduce the carrying
emount of each asset in the unit. Reversal of an impairment loss for goodwill is prohibited.

An assessment is made et the end of each reporting period whether there is any indication that an
impairment loss recognized in prior periods for an asset other than goodwill may no longer exist or
may have decreased. If any such indication exists, the recoverable amount of that asset is estimated.
An impairment loss recognized in prior periods for an asset other than goodwill is reversed if, and
only if, there has been a change in the sstimates used to determine the asset’ s recoverable amount
since the last impairment loss was recognized.

Recognition of revenue
(® Revenue from contracts with customers (policy applicable from January 1, 2018)

The Company provides catering, room accommodation, leasing and business management
services to customers. Revenue is measured based on the consideration to which the Company
expects to be entitied in exchange for transierring services to a customer. The Company
recognizes revenue when it satisfies a performance obligation by transferring control of a
service to a customer. If the services rendered by the Company exceed the payment, a contract
asget is recognized. If the payments exceed the services rendered, a contract lishility is
recognized.

(ii) Revenue (policy applicable before January 1, 2018)

The Company provides catering, room accommodation, leasing and business management
services to customers. Revenue from the services of ordinary activities is measured at the fair
value of the consideration recoived or receivable, net of value-added-tax. Revemme is
recognized when services are rendered or gooda are sold, the amount can be measured reliably,
and it is probable that future economic benefits will flow to the entity. When the significant
risks and rewards of ownership have been transferred to the customer, the Company has no
continuing management involvement or maintaining effectively controls with the goods,
customers accept the goods in accordance to sales contracts, or there is any objective cvidence
indicating that all terms and conditions are met, the transfer of goods occurs. Revenue from
services rendered is recognized in proportion to the stage of completion of the transaction at
the reporting date. The stage of completion is assessed by reference to services performed to
date as a percentage of total services to be performed.

(Continued)
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(m) Employee benefits

(o)

() Defined contribution plans

Obligations for contributions to defined contribution pension plans are recognized es en
employee benefit expense in profit or loss in the periods during which services are rendered by
employees,
(ii) Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided.

A liability is recognized for the amount expected to be paid under short-term cash bonus or
profit-sharing plans if the Company has a present iegal or constructive obligation to pay this

amount as a result of past service provided by the employes, and the obligation can be
estimated reliably.

Income taxes

Income tax expenses include both current taxes and deferred taxes. Except for expenses related to
business combinations or recognized directly in equity or other comprehensive income, all current
and deferred taxes are recognized in profit or loss.

Cuwrent taxes include tax payables and tax deduction receivables on taxable gains (losses) for the
year calculated using the statntory tex rate on the reporting date or the actual Jegislative tax rate, as
well as tax adjustments related to prior years.

Deferred taxes arise due to temporary differencos between the carrying amounts of assets and
libilities for financial reporting purposes and their respective tax bases. Deferred taxes are

recognized except for the following:

(1) Assets and liabilities that are initially recognized but are not related to the business
combination and have no effect on met income or taxable gains (Josses) arising from the
transaction.

(ii) Temporary differences arising from equity investments in subsidiaries or joint ventures where
there is a high probability that such temporary differences will not reverse.

(ili) Initial recognition of goodwill.

Deferred tax assets and liabilities are measured at tax rates that are expected to apply to the period
when the asset is realized or the liability is settled, which are normally the tax rates that have been
enacted or substantively enacted by the end of the reporting period.

Defetred tax assets and liabilities may be offset against each other if the following criteria are met:
(i) the entity bas the legal right to settle tax assets and liabilities on & net basis; and

(Continued)
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(ii) the taxing of deferred tax assets and liabilities fulfills one of the below scenarios:
1) levied by the same taxing authority; or

2) levied by different taxing authorities, but where each such authority intends to settle tax
assets and liabilities (where such amounts are significant) on a net basis every year of the
period of expected asset realization or debt liquidetion, or where the timing of asset
realization and debt liquidation is matched.

A deferred tax asset is recognized for the carry forward of unmsed tax losses, unused tax credits, and
deductible temporary differences to the extent that it is probable that future taxable profit will be
available against which the unused tax losses, unused tax crodits, and deductible temporary
differences cam be utilized. Such unused tax losses, unused tax credits, and deductible temporary
differences are also revaluated every year on the financial reporting date, and adjusted based on the
probability that future taxable profit will be availeble agrinst which the unused tax losses, unused
tax credits, and deductible temporary differences can be utilized.

Earnings per share

The Company discloses the Company’s basic and diluted earnings per share attributable to ordinary
shareholders of the Company. Basic earnings per share is calculated as the profit attributable to
ordinary shareholders of the Company divided by the weighted average number of ordinary shares
outstanding. Diluted earnings per share is caloulated as the profit attributable to ordinary
shareholders of the Company divided by the weighted average number of ordinary shares
outstanding after adjustment for the effecis of all potentially dilutive ardinary shares.

Operating segments

The Company has disclosed operating segments in the consolidated financial statements. Please refer
to the consolidated financial statements.

Significant accounting assumptions and judgments, and major sources of estimation uncertainty:

The preparation of the financial statements in conformity with the Regulations and the IFRSs endorsed by
the FSC requires management to make judgments, estimates, and assumptions that affect the application of
the accounting policies and the reported amount of assets, labilities, income, and expenses. Actual results
may differ from these estimates.

The management continues to monitor the accounting estimates and assumptions. The management
recognizes any changes in accounting estimates during the period and the impact of those changes in
accounting estimates in the following period.

(Contimed)
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Information about judgmenis made in applying accounting policies that have the most significant effects
on the emounts recognized in the consolidated financial statoments is as follows:

(a)

Impairment of property, plant, and equipment, and intangible assets

In the process of evaluating the potential impairment of property, plant, and equipment, and
intangible assets, the main parameters used by management to estimate future cash flow (e.g.
expected growth rate, discount rate, profit margin, cash basis revenue, and cost increase rate)
are affected by uncertainties of industry competition, government policy, and economic
environment, and the estimated recoverable amount of future discounted cash flows is highly
uncertain; hence, there is a risk of overestimate of intangible assets, property, plant, and
equipment. Please refer to note 6(d) and (e) for further description of recoverable amount and
impairment assessment.

(6) Xxplanation of significant accounts:

(=)

®)

Cash and cash equivalents
December 31, December 31,
2018 2017
Cash and petty cash $ 3,203 4,857
Demand deposits 263,320 340,525
Check deposit 802 25,407

Please refer to note 6(q) for the exchange rate risk, interest rate risk, and sensitivity analysis of the
financial assets and Habilities of the Company.

As of December 31, 2018 and 2017, the time deposits with original maturities of more than three

months are $160,000 thousand and $7,500 thowsand, respectively, and are classifiad as other current
financial assets,

Note and trade receivables
December 31, December: 31,
2018 2017
Note receivables (including related parties) $ 27,844 34,226
Trade receivables (including related parties)-measured as 53,965 47,880
amortized cost
Less: Loss allowance #11)] [41))]

S 81799 - 82.006
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The Company applies the simplified approach to provide for its expeoted credit losses, i.e, the use of
lifetime expected loss provision for all receivables on December 31, 2018. To measure the expected
oredit losses, trade receivables have boen grouped based on shared credit risk characteristics and the
days pest due, as well as incorporated forward looking information, including macroeconomic and
relevant industry information. The loss allowance provision es of December 31, 2018 was
determined as follows:

Weighted-
Groas carrying averageloss  Loss allowance
amount rate —provision
Current S 81,755 % -
1 to 60 days past due 44 % -
More then 181 days past due _— 10 100% ]
S $1.809 —_ 10

As of December 31, 2017, the Company applies the incurred loss model to consider the loss
allowance provision of notes and trade receivable, and the aging analysis of notes and trade
receivable, which were past due but not impaired, was as follows:

December 31,
2017
Overdue 1 to 60 days s 518
Overdue 61 to 90 days 45
Overdue 91 to 120 days 7
Overdue 121 to 150 days 36
Overdue 151 to 180 days 18
Overdue more than 181 days 119
S 7143
The movement in the allowance for notes and trade receivable was as follows:
2017
Individually Collectively
nssessed agsessed
. 2018 impairment impajrment
Balance on January 1, 2018 and 2017 per IAS 39 $ 10 - -
Adjustment on initial application of IFRS 9 == =
Balence on January i, 2018 per IFRS 9 10
Impairment losses recognized - 10 -
Impairment loases reversed - . -
Balence on December 31, 2018 ad 2017 8  ___ .16 -

As of December 31, 2018 and 2017, the Company did not provide any receivables as collateral for
its loans.

(Continued)
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(c) Investments accounted for using equity method
December 31, December 31,

2018 2017
Subsidiary § 177,078 182,924
() Subsidiary
Please refer to the consolidated financial statements for the years ended December 31, 2018
and 2017,

(d) Property, plant, and equipment

The movements in the cost, depreciation, and impairment of the property, plant, and equipment of
the Company for the years ended December 31, 2018 and 2017, were es follows:

Leasshold
improvement
Transportation  and Other  Constraction
Lad  Budinyy  _ecquipment  _cowpmeot  _inpwogress _ Totl
Cost or deemed cost:
Balance on January 1, 2018 $ 105621 12223 - 1,268,548 13212 1,399,604
Additions - . . - 17,256 76913 94,169
Reclasrifications . - - §9.763 |9.789) -
Bulence onDocomber 31,2018 §_108621 1223 ; 107881 33 L4077
Balancecn January1,2017  § 105,621 12,223 1,201 996,864 5974 1,121,883
Additions - . : 36,136 24305 27,189
Reclassifications - . - 235,815 @Sy -
Dispassl . : (1,201 2§D = (1,468)
BelmooonDecomber31, 2007 S_IOSEAL 3003 - 136ME 13213 _LY9sM
Depreciation and impairmeuts losst
BalmcoonJamary1,2018  § - 1,820 . 250,726 - 252546
Depreciation - 539 . 112,932 - 113,491
Tpatrment loss . - . - 992 = 992
Balsice on December 31,2018 § - 1/ ) - 364,650 - 367029
Balmcoen Jmary1,2017  § - 1,261 683 147,185 - M9
Deprecintion - 559 98 100,817 . 101,474
Disposil - - 81 an - )
Impairment loss - - - &35 IR ¥ - |
Balanceon December 31,2017 §_ - 1,830 - — 2350726 - __ 282546
Carrying amounts:
Balance on December 31,2018 §__108:621 9,844 - 1010997 343 _ 1126744
Bubnceon Jamuery 1,2017  S_J08g21 10962 SI8 ___ 8667 ssu __smos
Balance on December 31,2017 81084621 10403 . 1017802 18212 14708
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As of December 31, 2018 and 2017, due to payments to maintenance of lease building, the -

Company recognized other payables amounting to $2,518 thousand and $17,599 thousand,

respectively.

During the year 2018 and 2017, since the carrying amount of the certain hotels was determimed

to be higher then its recoverable amount, impairment losses of leasehold improvement and

other equipment of $992 thousand and $2,735 thousand, respectively, were recognized as
other gains and losses in the statements of comprehensive income.

equipment as collateral for its loans.

Intangible assets

The cost, amortization and impairment of the intangible assats of the Company for the years ended
December 31, 2018 and 2017, were as follows:

Goodwilll Trademarks

(iii) As of December 31, 2018 and 2017, the Company did not provide any property, plant, and

Customer  Computer
relationships  software Total

Balance on December 31,2018 §___ 290837 34,046

Costs:
Balmce on January 1,2018  § 339,712 53,000 143,000 9,194 544,906
Additions = - - 100 100
Balance on December 31, 2018 § 339,712 — 143,000 9,204 _ 545006
Balance on January 1,2017 § 339,712 53,000 143,000 6,668 542,380
Additions - - - 1,434 1,434
Reclasaifications - - - 1,149 1,149
Disposals - - - 5D 6D
Balance on December 31,2017 $___330.712 53,000 143,000 9.094 __ 544906

Accumulated amortization and

impajrment losses
Balance on January 1,2018  § 45485 13,783 37,189 3,979 100,436
Amortization for the year “ 5171 13,953 2,336 21,460
Impairment loss 3.390 - . - 3.390
Balance on December 31,2018 S____ 48,875 18,954 51,142 6315 _ 125286
Balance on Janusry 1,2017  § 45485 8,612 23,236 2,002 79,335
Amartization for the year - 5171 13,953 1,990 21,114
Disposals - - - {13 (13)
Balance on December 31,2017 §___45.485 13,783 37,089 3979 __ 100436

Carrying value:

— D858 2979 . 419.720
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The amortization of intangible assets are included in the statements of comprehensive income:

2018 2017

Operating costs $ 204 201

Operating expenses —_ 21256 __ 20913
S_____ 21460 21.114

The recoverable amonnt of the cash-generating units (CGUs) of Hotel business was based
on its value in use. During the year 2018, since the carrying amount of the CGUs was
determined to be higher than its recoverable amount, an impairment loss of goodwill of $3,390
thousand was recognized as other gains end losses in the statement of comprehensive income,

(iif) For impairment testing purposes, goodwill had been allocated to individual CGUs as follows:

Amount after
ded im; ent losses
Carrying December 31, December 31,

amount 2018 2017

A $ 52,018 52,018 52,018
B 24,598 24,598 24,598
C 63,280 55,360 58,750
D 28,695 28,695 28,695
E 49,307 49,307 49,307
F 8,416 - -

G 64,255 34,883 34,883
H 13,210 10,043 10,043
I 15,854 15,854 15,854
J 20,079 20.079 20.079

S 30J12 200837 204227

As of December 31, 2018 and 2017, the recoverable amount of the above CGUs were based on
its value in use. The carrying amount of the CGU C was determined to be higher than its
recoverable amount, and an impairment loss of $3,390 thousand was recognized in 2018. The
Company had dedunoted the impairment loss of the CGU C from its carrying amount, and the

impairment loss was recognized as other gains and losses in the statement of comprehensive
income.

The key assumptions used in the estimation of value in use were as follows.
December 31, December 31,

2018 2017
Discount rate 547% 5.76%
Terminal value growth rate : 1%~10% 1%~10%

(Continued)
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As of December 31, 2018 and 2017, the discount rates were based on weighted average cost of
capital of the industry. The cash flow projections are based on five-year period financial
budgsts approved by the management. A long-term growth rate in perpetuity for cash flows in
subsequent periods had been determined as constant.

The value in use of the CGUs had been determined by discounting the future cash flows that

are generated from continning use of the CGUs. Unless otherwise stated, the value in use of

the CGUs and the key assumptions used had boen applied consistently with those described in

the finencial statements for the year ended December 31, 2017.

I} The estimate of cash flow is based on past experience, actual operating results, and lease
expiration date. Given the long-term operating cycle of hotel business, the management
believes that the above forecast period is reasonable.

2) Rstimated revenues in financial budgets are based on past experience and development of
aotual operating results.

3) Estimated operating costs and expenses in financial budgets are based on past experience
and various factors of operating cost and expenses,

4)  The recoverable amomnt of ezch CGU was determined by & pre-tax discount rate.

The value of these key assumptions represents the management® s assessment to the trends of
hotel business with consideration of both external and internal (historical) information.

(f) Other financial assets
The other financial assets were as follows:

December 31, December 31,
2018 2017

Current
Other receivables $ 1,975 1,401
Time deposits — 160,000 7,500
Subtotal — 161975 _ 3901
Non-current
Lease deposits 128,187 127,606
Other deposits — 021 1875
Subtotal — 130208 __ 129.481

$_____203,183 _  1383%)

(Continued)
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(g) Short-term borrowings
The short term borrowings were summarized as follows:

&)

December 31, December 31,
2018 2017

Unsecured bank loans S____ 430000 . 470000
Interest rates 1% 1%

For the guarantee and endorsement from the ultimate parent company, please refer to note 7.
Operating lease

@

@)

Leases as lessee
Non-cancellable operating lease rentals payable were as follows:

December 31, December 31,
2018 2017

Less than one year $ 395,085 376,789
Between one and five years 1,841,213 1,776,706

Over five yoars 1,734.671 1.843.062
§___3970969 ____ 3.996.557

The Company leases a number of buildings under operating leases. The leases typically run for
& peried of 3 to 20 years, with an option to renew the lease after that date. These lease
agreements meet the accounting policy criteria for classifying the leases as operating leases
because the mgjor risks of ownership of leased properties have not been transferred to the
Company,

The leass contracts mentioned above were in accordance with JAS17, and the lease payments
were recognized in lease expauses on a straight-line basis over the laass term. During the year
2018 and 2017, rental expenses amounting to $395,634 thousand and $374,108 thousand were
reported in the statements of comprehensive income, respectively. Lease payables were
$108,547 thousand and $108,043 thousand for the years ended Decesnber 31, 2018 and 2017,
respectively.

Leases as lessor

The future minimum lease payments under non-cancellable leases are as follows:
December 31, December 31,

2018 2017
Less than one year $ 18,709 25,051
Between one md five years 28,185 32,665
Over five years 13,714 17,143

$ 60,608 74859
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Employee benefits
(i) Defined contribution plans

TheCompmyallocatesG%ofmhemployee’smonﬁlywages in Taiwan to the labor
penaxon personal account at the Bureau of Labor Insurance in accordance with the
provisions of the Labor Pension Act. Under these defined contribution plans, the Company
dlocatesaﬂxedamomttotheBurewofLaborhmmoew:ﬂmm;ddmonalleglor

constructive obligation.

The pension costs incurred from the contribution to the Bureau of Labor Insurance amounted
to $9,541 thousand and $8,003 thousand, for the years ended December 31, 2018 and 2017,
respectively.
(ii) Short-term employee benefits
December 31, December 31,
2018 2017
Vaoation lisbility S______2.506 1440

Income Tax

According to the amendments to the "Income Tax Act™ enacted by the office of the President of the
Republic of China (Talwan) 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 the year of 2018,

() Income tax
The components of income tax in the yeers 2018 and 2017 were as follows:
2018 2017

Current tax expense

Current period $ 4,360 -
Deferred tax expense

Adjustment in tax rate (8103 -
Income tax gain $ (374 -

(Continued)
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Reconciliation of income tax and profit before tax for 2018 and 2017 is as follows:

2018

2017

Profit excluding income tax $ 37.047 _ 48.441
Income tax using the Company’s domestic tax rate 7,409 8,235
Non-deductible expenses 2,769 2,411
Impairment Iosses 876 465
Current-year losses for which no deferred tax asset was (7.539) (6,935)
recognized
Share of profits of subsidiaries accounted for using (672) (1,654)
equity method
Change in unrecognized temporary differences 101 (20)
Adjustment in tax rate (8,103) -
Undistributed earnings additional tax 4,360 -
Others (2.944) 2.502)
S______BJ8) -
Defarred tax assets and lisbilities
1) Unrecognized deferred tax assets
Deferred tax assets have not been recognized in respect of the following items:
December 31,  December 31,
2018 2017
Tax effact of deductible Temporary Differences $ 1,591 1,266
The carry forward of unused tax losses 189.958 164,582

$____1OLS49 _ 165848

The R.0.C. Income Tax Act allows net losses, as assessod by the tax authorities, to offset
taxable income over a period of ten years for local tax reporting purposes.

Deferred tax assets have not been recogmized in respect of these items because it is not
probable that future taxable profit will be available against which the Company can

utilize the benefits therefrom.
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2) Recognized deferred tax assets and liabilities

3)

Changes in the amount of deferred tax assets and liabilities for 2018 and 2017 were as
follows:

Deferred tax assets

Unused tax losses _Rental expenses Total
Balance on January 1, 2018 3 28,813 17,100 45,913
Recognized in profit or loss 5.085 3.018 _8.103
Belanceon December 31,2018 & 33808 _ 20118 == 54,016
Balance on January 1, 2017 L 28,813 17,100 45913
Recognized in profit or loss - -

Balance on December 31,2017 & ________28813 17100 45913
As of December 31, 2018, the information of the Company’s tax losses are as follows:

Year of loss Unased tax loss Explry date
2008 $ 142,630 2018
2009 256,823 2019
2010 218,791 2020
2011 170,994 2021
2012 174,604 2022
2013 69,060 2023
2014 19,200 2024
2015 14,786 2025
2016 5229 2026

$_ 1119277

(iii) Business income tax administrative remedies

The Company’s income tax return for the year 2016 had been examined and approved by the
national tax authorities.

Capital and other equity

As of December 31, 2018 and 2017, the total value of authorized ordinary shares both amounted to
$2,500,000 thousand. As of that date, the ordinery shares amounted $1,097,283 thousand (including
private placement $594,334 thousand) and $1,097,283 thousand (including private placement
$1,047,015 thousand) were issued, respectively, All issued shares were paid up upon issuance.

(Continued)
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Ordinary and preferred shares

On December 15, 2016, the interim meeting of shareholders passed a resolution which
euthorizes the Board of Directors to issue ordinary shares within a year under private
placement, with the number of shares issued to not exceed 60,000 thousand, or for the issuance
of wmsecured / secured corporate bond in the domestic market within e year under private
placement, with the number of dollars 1zsued to not exoeed one billion in appropriate time. In
addition, on December 23, 2016, the board meeting approved the Company to issued 26,867
thousand ordinary shares under private placement. The ordinary shares were issued at $20.06
per share, par value of $10, and amounted to $268,670 thousand. The difference between the
par value and the subscription price was credited as capital surplus, amounting to $270,282
thousand. The total capital rasied wes $538,952 thousand, with January 23, 2017 as the date of
capital increagse. The Company has completed relevant statutory registration procedures on
February 14, 2017,

On March 20, 2017, the interim meeting of shareholders passed a resolution which authorized
the Board of Directors to issue ordinary shares within a year under private placement, with the
number of shares issued to not exceed 30,000 thousand, In addition, on 21 March 2017, the
board meeting approved the Company to issued 29,094 thousand ardinary shares under private
placement. The ordinary shares were issued at $20.04 per share, par valus of $10, and
amounted to $290,944 thousand. The difference between the par value and the subscription
price was credited as capital surpius, amounting to $292,109 thousand. The total capital raised
was $583,053 thousand, with May 23, 2017 as the date of capital increase. The Company has
completed relevant statutory registration procedures on July 10, 2017.

In accordence with the rules of Article 42 of the Securities and Exchange Act and Articls 68 of
the Regulations Governing the Offering and Issuance of Scourities by Securities Issuers, the
Company filed to the Financial Supervisory Commission to complete supplemental

‘procedures for public issuance of 20,000 thousand ordinary shares under private placement

in 2014, 2,346 thousand ordinary shares under private placement in 2012, and 22,922 thousand
preferred shares under private placement in 2006 — 2010 (all preferred sheres have beea
converted to ordinary shaves). The relevant statutory registration procedures had been
completed on October 31, 2018, December 27, 2018 and January 10, 2019, respectively,

As of December 31, 2018 and 2017, there were 59,433 thousand and 104,701 thousand
ordinary shares under private placement, The aforementionsd private placement of ordinary
sheres and the transfer of any subsequently obtained bonns shares should be subject to section
43(8) requirements under the Securities and Bxchange Act. The Company can only apply for
these shares to be traded on the Taiwan Stock Bxchange after a three-year period has elapsed
from the delivery date of the private placement securities, and after applying for a public
offering with the Financial Supervisory Commission.

Capital surplus
The balances of capital surplus as of December 31, 2018 and 2017, were as follows:

December 31, December 31,
2018 2017

Share capital S_____ 604393 604,393
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According to the R.O.C. Company Act, capital surplus can only be used to offset a deficit, and
only the realized capital surplus can be used to increase the common stock or be distributed as
cash dividends. The aforementioned realized capital surplus includes capital surplus resulting
from premfum on issuance of capital stock and earnings from donated assets received.
Acocording to the Regulations Governing the Offering and Issnance of Securities by Securities
Issuers, capital increases by transferring capital surplus in excess of par value ghould not
exceed 10% of the total common stock outstanding.

According to the R.O.C. Company Act, the meeting of sharsholders held on June 22, 2017
passed a resolution that the capitel surplus of $106,506 thousand was nsed to offset the deficit.

(iii) Retained earnings

The Articles of Incorporation stipulate that Company’s net earnings should first be used to
offset the prior years’ deficits, if any, before paying any income taxes. Of the remaining
balance, 10% is to be appropriated as legal reserve, and then any remaining profit together
with any undistributed retained earnings shall be distributed according to the distribution plan
proposed by the Board of Directors and submitted to the stockholders® meeting for

approval.

1) Legal reserve

According to the amendment of the R.0.C, Company Act in January 2012, the Company
must retain 10% of its after-tax annual carnings as Jegal reserve until such retention
equals the amount of total capital. When a company incurs no loss, it may, pursnant to a
resolution by a shareholders’ meeting, distribute its legal reserve by issuing new shares
or by distributing cash, and only the portion of legal reserve which exceeds 25% of
capital may be distributed.

The meeting of shareholders held on June 26, 2018 passed a resolution that earnings of
2017 will not be distributed except for retaining $4,844 thousand as legal reserve.

() Eamings per share

The caleulation of basic earnings per share and diluted eamings per share for the years ended
December 31, 2018 and 2017 are as follows:

2018 2017

Basic earnings per share:
Profit attributable to ordinary shareholders of the Company $______ 40,790 ______ 48441

‘Weighted average number of ordinary shares at December
31 100728 95367

Earnings per share (dollars) $ 037 051
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Diluted earnings per share:

2018 2017

Profit atiributable to ordinary shareholders of the Company § 40.790 _ 48441

(diluted)

Weighted average number of ordinary shares (diluted) at
December 31

Effect of dilutive potential ordinary shares
Effect of employee share bonus

Weighted average number of ordinary shares (diluted) at
Decemnber 31

(m) Revenue from contracts with customers
(i) Disaggregution of revenue

Primary geographical markets:
Taiwan

Major products/services lines:
Hotel room service
Hotel catering service
Management consultancy services
Leasing services
Sale of products service

() Contract balances

Notes and Accounts receivable (including related
partics)

Less: allowance for impairment

Total

Contract lisbilities - hotel room servicehmearned
revenue

109,728 95,367

19 16

8 109,747 95,383

S 0.37 0.51
2018

s&

$ 918,120

93,486

5,530

25,721

444

s 1,043,301

December 31, January 1,
2018 2018

$ 81,809 82,106
(10) (10)

$ 81,799 £2.096

Far details on accounts receivable and allowance for impairment, please refer to note 6(b).

The amount of revenue recognized for the year ended December 31, 2018 thet was included in
the contract liability balance at the beginning of the period was $4,914 thousand.
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The major change in the balance of contract liabilities is the difference between the time frame
in the performance obligation to be satisfied and the payment to be received. There was no
other significant changes during 2018.

(n) Revenue

©@

®

The details of revenue for the year ended December 31, 2017 was as follows:

2017
Hotel room service revenue $ 856,500
Hotel catering service revenue 81,984
Management consultancy services revenue 9,000
Lease revenus 26.286
$ 973.770

Details of Revenue for 2018; please refer to note 6(m).
Employee compensation and directors® and supervisors’ remuneration

In accordance with the Articles of Incorporation, the Campany should contribute no less than 0.7%
~10% of the profit as employee compensation and less than 1% as directors’ and supervisors®
remuneration when there is profit for the year. However, if the Company has accumulated deficits,
the profit shounld be reserved to offset the deficit. The amount of remuneration of each director and
supervisor and of compensation for employees entitled to receive the abovementioned employee
compensation is approved by the Board of Directors. The recipients of shares and cash may inchide
the employees of the Company’s affiliated companies who meet certain conditions.

For tho years ended December 31, 2018 and 2017, the Company estimated its employee
remuneration amounting to $261 thousand and $339 thousand, and directors’ and supervisors’
remuperation were both zero. The estimated amounts mentioned above were calculated based on the
net profit before tax, excluding the remuneration to employees, directors and supervisors of each
period, multiplied by the percentage of remuneration to employess, directors and supervisors as
specified in the Articles of Incorparation. These remunerations were expensed under operating costs
or operating expenses during 2018 and 2017, Related information would be available at the Market
Observation Post System webgite. The amounts, as stated in the financial statements, are identical to
those of the actual distributions for 2018 and 2017.

Non-operating income and expenses
(D) Other income
The details of other income were as follows:
2018 2017
Interest income S 1359 _____ LOIS
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(ii) Other gains and losses
The details of other gains and losses were as follows:

2018 2017
Foreign exchange gnins $ 1,678 1,303
Impairment loss
Impairment loss on property, plant, and equipment (992) (2,735)
Impairment loss on intangible assets (3,390) -
Others 1015 702
) (1689 _____(730)
(ili) Finance costs
The details of finance costs were as follows:
2018 2017
Interest expense of Bank loans $ 4,494 7,640
Interest expense of borrowings from related parties - 1,941
Other interest expense - 118
$ 449 9,699
Financial instruments
(i) Creditrisk
1)  Credit risk exposure

2)

The carrying amount of financial assets and confract assets represents the meximmm
amount exposed to credit risk.

Concentration of credit risk

Implicit eredit risk of the Compeany is inherent in its cash and bank deposit. The cash and
bank deposit is deposited in different financial institutions. The Company manages the
credit risk exposure with each of these financial institutions and believes that cash and
bank deposit do not have a significant credit risk concentration.

The Company's major business are management consultancy services and hotel business
services. The major customers are general customers and travel agencies. Since some
travel agencies are related parties of the Company, which causes the credit risk
concentration of the Company' s account receivables. To minimize credit risk, the
Company periodically evaluates the possibility of collecting account receivables. The
management expects there would be no significant losses in the future.
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3)  Receivables

For credit risk exposure of note and trade receivables, please refer to note 6(b). Other
financial assets at amortized cost include other receivables, time deposits and lease
deposits.

All of these financial agsets were considered to have low risk, and thus, the impairment
provision recognized during the period was limited to 12 months expected losses.
Regarding how the financial instruments were considered to have low credit risk, please
refer to note 4(f). There was no increase in loss allowance provision during 2018.

Liquidity risk
The following table shows the contractual maturities of financial liabilities, including
estimated interest payments and excluding the impact of netting agreements.

Carrying  Contractual Within
amount cash flows 1 year I-Syears OverSyears

Decomber 31, 2018

Non-derivative finencis] Babilities
Non-interost-bearing liabilities 5 205,760 205,760 97,213 30,685 77,862
Fixed rete instruments 430000 _ 4323560 _ 432560 _ - -

December 31, 2017

Non-dertvative financial lishilities
Non-interest-bearing liabilities $ 206478 206,478 98,435 21,745 86,298
Fixed rato instruments — 470,000 ___ 471973 471,973 . -

S_6764T8 __ 678451 __SHAMS 20745 ___ 8629

The Company does not expect the cash flows included in the maturity anelysis to occur
significantly earlier or at significantly different amounts.

Interest rate analysis

Please rofor fo the notes on liquidity risk management and interest rate exposure of the
Company’s financial assets and liabilities.

The following sensitivity analysis is based on the exposure to the interest rate risk of derivative
and non-derivative financial instruments on the teporting date, Regarding assets with variable
interest rates, the analysis is based on the assumption that the amount of assets outstanding at
the reporting date was outstanding throughout the year. The rate of change is expressed as the
interest rate increases or decreases by 1% when reporting to meanagement internally, which
also represents the Entity management’s assessment of the reasonably possible interest rate
change.

If the interest rate had increased / decreased by 1% basis points, the Entity*s net income would
have increased / dscreased by $2,107 thousand and $2,826 thousand for the years ended
December 31, 2018 and 2017 with all other varieble factors remaining constant, respectively.
This is mainly due to the changes in the variable-interest-rate deposits.
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(iv) Fair value of financial instruments
1)  Fair value hierarchy

The carrying amount and fair value of the Entity’ s financial assets end liabilities,
including the information on fair value hierarchy were as follows; however, except as
described in the following paragrephs, for financisl instruments not measured at fuir
value whose carrying amount is reasonably close to the fair value, and for equity
investments that has no quoted prices in the active markets and whose fair value cannot
be reliably measured, disclosure of fair value information is not required :

December 31, 2018
Fair Value i
Hook Value Level 1 Level 2 Level 3 Total
Financial assats measured at
amaortized cost
Cash and cash equivalents $ 267325
Notes and trede receivable 81,799
Other financial assets (Current) 161,975
Othor financial assets (Non- — 130208
curremt)
Subtotal §___ 641,307
Financial asscts measuyed at
amortized cost
Bank loans $ 430,000
Notes and accounts payable 47,150
Other payables 50,063
Guarantes deposits reccived 828
Long-term accounts payable 108,547
Subtotal $__ 636,588
December 31, 2017
Fair Value
Book Valus Lovel 1 Level 2 Level 3 Total
Finsmeinl agsaty moasured at
emortized cost
Cash and cash equivalents $ 370,789
Notes end trede receivable 82,096
Other financial assets (Current) 8,901
Other financial assets (Non- 129481
current)
Subtotal $ 501267
Fingncial assets measured at
amortized cost
Bank loans $ 470,000
Notes and accounts payable 47,990
Other payables 50,445
Guarantee depoaita received 828
Long-term accounts peysble —108,043
Sablotal §_677.306
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2) Valuation techniques for financisl instruments not measured at fair value

The Company’s valuation techniques and assumptions used for financial instruments not
measured at fair value are as follows:

2) Financial assets measured at emortized cost (debt investment that has no active
markets) and financial liabilities measured at amortized cost.

If there is quoted price generated by transactions, the recent fransaction price and
quoted price data is used as the basis for fair value measurement. However, if no
quoted prices are available, the discounted cash flows are used to estimate fair
values.

(r) Financial risk managesment

®

(iD)

Overview

The Company have exposures to the following risks from its financial instruments:
1) creditrisk

2) liquidity risk

3)  market risk

The following likewise discusses the Company’ s objectives, policies and processes for
measuring and managing the above mentioned risks. For more disclosures about the
quantitative cffects of these risks exposures, please refer to the respective notes in the
accompanying financial statements.

Structure of risk management

The Board of Directors bae overall responsibility for the establishment end oversight of the

risk management framework. The management of the Company reports regularly to the Board
of Directors on its activitics.

The Compeny* s risk management policies are established to identify and analyze the risks
faced by the Company, to set appropriate risk limits and controls, and to monitor risks and
adherence to limits. Risk management policies and systems are reviewed regularly to reflect
changes in market conditions and the Company’s activities. The Company, through its training
and management standards and procedures, aims to develop a disciplined and constructive
control environment in which all employees understand their roles and obligations.

The Company® s supervisors overse¢ how management monitors compliance with the
Company’ s risk management policies and procedures, and reviews the adequacy of the risk
management framework in relation to the risks faced by the Company. The Company’ s
supervisors are assisted in its oversight role by Internal Audit. Internal Audit undertakes both
regular and ad hoc reviews of risk management controls and procedures, the results of which
are reported to the supervisors and the Board of Directors.

(Continued)
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(iii) Credit risk

@)

)

Credit risk is the rigk of financial loss to the Company if a customer or counterparty to a
financial instrument fhils to meet its contractusl obligations, and arises principally from the
Company’s receivables from customers and investments in debt securities.

1) Trade and other receivable

The Compeny’s major business is hotel business service, The major customers are travel
agencies. The management periodically evaluates the collections of account receivables
from travel agencies, and expects there would be no significant credit risk. The Company
doss not require any collaterals of account receivables and other receivables.

2) Investments

The exposure to credit risk for the bank. deposits, fixed incoms investments, and other
financial instraments is measured and monitored by the Company’s finance department.
The Company only deals with benks, other external partics, corporate organizations,
government agencies and financia] institutions with good credit rating. The Company
does not expect any counterparty above fails to meet its obligations hence there is no
significant credit risk arising from these counterparties.

3) Guarantees

The Company’ s policy is to provide financial guarantees only to wholly owned

subsidiaries. At December 31, 2018, no other guarantees were outstanding (2017: nons).
Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial lHabilities that are settled by delivering cash or another financial
asset, The Company’s approach to managing liquidity is to ensure, as far as possible, that it
always has sufficient liquidity to meet its Liabilities when due, under both normal and stressed
conditions, without incurring unaccepteble losses or risking demage to the Company’ s
reputation. As of December 31, 2018 and 2017 , the Company’ s unwsed credit line both
amounted to zero.

Market risk

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

Capital management

The Company’s objectives for menaging capital to safoguard the capacity to continve to operate, to
continue to provide a return on shareholders, to maintain the intsrest of other related partics, and to
maintein an optimal cepital structure to reduce the cost of capital.
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In order to maintein or adjust the capital structurs, the Company may adjust the dividend payment to
the shareholders, reduce the capital for redistribution to shareholders or issue new shares.

The Company and other entities in the sgame industry use the debt-to-equity ratio to manage capital.
This ratio is the total net debt divided by the total capital. The net debt from the balance sheet is
derived from the total linbilities ess cash and cash equivalents, The total capital and equity include
share capital, capital surplus, retained earnings, and other equity plus net debt.

As of December 31, 2018, the Company’s capital management strategy is consistent with the prior
year as of December 31, 2017, and the gearing ratio is maintained stable so as t0 ensure financing at
reascnable cost. The Company’ s debt-to-equity ratio at the end of the reporting period as of
December 31, 2018 and 2017, are as follows:

December 31, December 31,

2018 2017
Total liabilities $ 651,117 683,265
Less: cash and cash oquivalents —(267325) . (370.789)
Net debt 383,792 312,476
Total equity 1,790,907 1,750,117
Adjusted equity S 2174699 ___ 2.062.59
Debi-to-equity ratio at December 31 1765 % 1515 %

The increass of debt-to-equity ratic as of December 31, 2018 was mainly due to the oash expenditure
on renovation of new hotels in the current period.

(7) Related-party transactions:

®

®)

Parent company end ultimate controlling company

In 2017, the Company is the ultimate controller of the Company and its subsidiaries, and since May
23, 2017, H.LS Hote] Holdings Co., Ltd. has been the parent company of the Company, with holding
51% of the outstanding ordinary shares; hence, the ultimate controller of the Compeny is changed to
H.LS Hotel Holdings Co., Ltd..

Names and relationship with related parties

The followings are entities that have bad transactions with related party during the periods covered
in the consolidated financial statements.

Name of related party Relationship with the Company
Sanpu Travel Service Co., Litd. (Sanpu Travel) Same chairman with the Company
Tour Royale Service Co., Litd. Same chairman with the Company
Star Light Co., Ltd. Seme chairman with the Company
Cherry Tourist Co., Lid. Same chairman with the Company
H.LS. Senken Travel Co., Ltd. Same chairman with the Company
Green World Co., Ltd. Same chairman with the Compeany
Nien Fu Investment Co. Same chairman with the Company
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Name of related party Relationship with the Company
Hpgien-Chih Hsieh The Company’s chairman
Hsiu-Mei Hsish The Compeny’s director
HJI1.S Hotel Holdings Co., Ltd, The Company’s parent compeny
Green World Hotel ZhongHua Co., Ltd, Subsidiary

Significant transactions with related parties
(i) Sales

The amounts of significant sales by the Company to related parties were as follows:

2018 a7

Hotel rooms and catering service revenue
Other related partios—Sanpu Travel $
Other related parties
Lease revenue
Other related parties—Sanpu Travel
Other related parties
Management consultancy service revenue
Subsidiarics

288,893 298,337
13,984 22,502

7,800 7,800
3,000 3,000

3,600 3,600

$ 17277 335239

For the hotel room and catering services that the Company provide to related parties, the credit
policy is 45 days for related partics, while 30 to 60 days for non-related parties. The Company
settle the prices with each tour agency according to the market, and additionelly settle price
discount for leasing fixed quota of hotel rooms. The trade terms between the Company and
related parties is according to the aforementioned principles and approximate those terms with

non-related parties.
(i) Receivables from Related Parties
The receivables from related partics were as follows:

Account Relationship

December 31, December

Notes receivable Other related parties— Sanpu Travel
Notes receivable Other related parties

Accounts receivable Other related perties— Sanpu Travel
Accounts receivable Other related parties

Other receivables  Subsidiaries

2018 31,2017
$ 26,226 32,229
1,463 1,738
26,543 25,380

1,659 1,552
317 -

S__56208 ____ 60.899
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(iii) Payables to Related Parties

(i)

47

The payables to related parties were es follows:
December 31, December

Account Relationship 2018 31,2017
Accounts payable  Other related parties $ - 95
Accounts payable  The Company’s main management 13 -
Other payables Other related parties 244 3,857
Other payables Parent comprny 254 -

S_Sll ____ 398

The Company rented office buildings and botels from other related parties, end the rental
expenses were detarmined based on nearby office rental rates. For the yeara ended Decomber
31, 2018 and 2017, the rental expenses were $86,003 thousand and $74,465 thousand,
respectively. As of December 31, 2018 and 2017, the rental deposits both amounted to $280
thousand, which were reported as other financial asset— non-current.

Guarantee

As of December 31, 2018 and 2017, the ultimate parent company had provided a guarantes for
loans taken out by the Company. The credit limits of the guarantee were es follows:

December 31, December 31,

2018 2017
H.LS Hotel Holdings Co., Ltd. $ 430,000 470,000
(vi) Management consultsnt fee
The detrils of the payments made by the Company to the management consultant services are
as follows:
2018 2017
H.LS Hotel Holdingg Co., Ltd. $ 254 -
(vii) Other

In 2017, the Company paid $1,941 thousand of the interest expenses of the borrowing from the
related parties, and reported them as financial costs.

Key management personnel compensation
Key management personnel compensation comprised:

2018 2017

Short-term employee benefits $ 6,328 5,745
Post-employment bemefits == 116 147

$ 6.944 5.892
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Object

December 31,

2018

49

December 31,
2017

Other financial asset—non-current Guarantee forrental payment §_____ 35500 ______ 35500
(%) Commitments and contingencies:

(8) The Company’ s significant commitments of hotel removation project and purchase computer
software were as follows:

®)

The price signed (tax included)
The price paid (tax included)

Please refer to note 6(h) for the leasing contracts of the Company as of December 31, 2018 and
2017. Besides, the notes payable due to leasing payments were $442,111 thousand and $471,405

thonsand, respectively.

(10) Losses Due to Major Disasters: None

(11) Subsequent Xvents: None

(12) Other:
(a) ?o w of current-period employes benefits, depreciation, and amortization, by function, is as

December 3], December 31,
2018 2017
$ 16,246 24,066
$ 11,711

[ 2018 2017
By function|Operating [Operating Operating | Operating

By ltem Cost Expense Total Cost Expense Total

ployee benefits

Salary 135,591| 41,620| 177,211| 127,984| 34,576 162,560
Labor and heslth insurance 14,025 4,088 18113 12,365 2974 15339
Pension 7,476 2,065 9,541 6,452 1,551 8,003
Remmeration of directors S 600 600 - 710 710
Others 8,990 2,869 11,859 8,435 2311 10,746
Depreciation 112,173 1,318 113,491 100,524 950 101,474
Amortizetion 4501 21,256 25,757 6002| 20913 26,915

In 2018 and 2017, the Company had 445 and 398 employees, of which 3 directors were not in
concurrent employment, respectively.

(Continued)



GREEN WORLD HOTEL CO., LTD.
Notes to Financial Statements

(13) Other disclosures:

(a) Information on significant transactions:

The following is the information on significant transactions required by the “Regulations Governing
the Proparation of Financial Reports by Securities Issuers” for the Company:

() Loens to other parties: None
(il Guarantees and endorsements for other parties: None
(ili) Securities held as of December 31, 2018 (excluding investment in subsidiaries, associates and

joint ventures):

None
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(iv) Individual securities acquired or disposed of with accumulated amount exceeding the lower of
NT$300 million or 20% of the capital stock: None

(v) Acquisition of individual real estats with amount exceeding the lower of NT$300 million or
20% of the capital stock: None

(vi) Disposal of individual real estate with amount exceeding the lower of NT$300 million or 20%
of the capital stock: None

(vii) Related-party transactions for purchases and sales with amounts exceeding the lower of
NT$300 million or 20% of the capital stock:

(in thousands of New Taiwan Dollars)
Transctom with terma | Notow/Accounts reocivable | |
Transsction detwls differe: fivon ethern nbéa)
Percentags of total
Perventage of notoa/soecunls
Name of | Ralsted | Natwwof [Purchisse] total Payment Ending recsivablo
REITILETTY [Ty reimtiopnhip | Sale | Amoand |puchesesisnles)  bermis | Uil prive (Pavment tems| balmnos (pavehie) | Hole
The SRnpn lother relnind | Bale | 296,603 28% C/A 45 53,769 65%
Company [Travel fparty drys
|Servics Co,
L

(viii) Receivables from related parties with amounts exceeding the lower of NT$100 million or 20%
of the capital stock: None

(ix) Trading in derivative instruments: None

(Continued)
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GREEN WORLD HOTEL CO., LTD.
Notes to Financial Statements

(b) Information on investees:

The following is the information on investees for the years ended December 31, 2018 (excluding information on
investees in Mainland Chine):

(c) Information on investment in mainland China:

(i) The names of investoes in Mainland China, the main businesses and products, and other
information: None

(1) Limitation on investment in Mainland China: None
(iii) Significant transactions: None
(14) Segment information:

Please refer to the consolidated financial statements for the years ended December 31, 2018 and 2017 for
disclosure of segment information,



Green World Hotel Co., Ltd.
Statement of cash and cash equivalents
December 31,2018
(expressed in thousands of New Talwan Dollars)

Please refer to note 6(a).
Statement of changes in other eurrent financial assets
Please refer to note 6(5).
Statemeant of changes in property, plant and equipment
Please refer to note 6(d).

Statement of changes in intangible assety

Please refer to note 6(¢).
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Green World Hotel Co., Litd.
Statement of short-term borrowings
December 31, 2018

(expressed in thousands of New Taiwan Dollars)

54

Ending Interest
_Type Nature _ Balance _ConfractPerfod _ rates  CreditLimit _ Collateral
Sumitomo Miteni Unsecure $ 280,000 107/5/31~108/5/31 1% 280,000 None
Banking Co. bank loans
P » 150000 107/12/7~108/6/6 1% 150.000 .
§__ 430,000 430,800
Statement of operating revenne

For the year ended December 31, 2018

Please refer to note 6(m).



Green World Hotel Co., Ltd.
Statement of operating costs
For the year ended December 31, 2018

(expressed in thousands of New Taiwan Dollars)
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Hem Amount
Lease expenses 393,813
Salary extpenses 135,591
Depreciation expenses 112,173
Amortization expenses 4,501
Utilities expenses 46,304
Laundry and cleaning foe 51,898
Food ingredients expenses 31,172
Labor and health insurance expanses 14,025
Pension 7,476
Other —_— 44379
S______ 841332
Statement of operating expenses
Administrative

o Item _Selling expensea cxpenses Total
Salary expenses $ 7,460 34,760 42,220
Lense expenses 162 3,356 3,518
Depreciation expenses - 1318 1,318
_ Amortization expenses 19,533 1,723 21,256
Commision fees 48,070 48,070
Professional service fees 1,136 5,133 6,269
Labor and health insurance expenses 843 3,245 4,088
Pension 412 1,653 2,065
Transaction fees 11,452 11,452
Other —_ 11205 11,997 23,202
Total $______ 100273 _____ 6385 ______163438
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